
Extend nuclear no-fault law without theft provision
WASHINGTON-Sen. Abraham Ribicoff (D-Ct.) has

:emporarily lost his attempt to make utilities operating
nuclear power plants liable for damages caused by nu-
zlear materials stolen from their facilities.

The Senate and House instead voted to extend the

Price-Anderson nuclear no-fault insurance law until 1982,
out without the Senator's controversial amendment.

The House had originally voted to extend the act,
which expires in 1977, for 10 years, but agreed to the
Senate's eight-year period in conference committee.

The bill now goes to the White House where Presi-
ient Ford is expected to sign it into law.

The Ribicoff amendment could be revived next year,

however, because the Atomic Energy Commission (AEC)
agreed to study the issue and report back to Congress by
next March 1.

Sen. John Pastore (D-R.I.), vice chairman of the joint
committee on atomic energy, told the Senate, "The nu-
clear insurance pools expressed reservation about the
feasibility of this provision: as did the AEC. Their opin-
ion was that a detailed study was required."

Sen Ribicoff said he was "disappointed" that his
amendment was dropped, noting that it would have be-
come effective only in 1977.

"Right now," he said, "according to a study performed
for the AEC by a team of outside consultants, safeguards

are 'entirely inadequate' to prevent the theft of pluto-
nium and weapons grade uranium from the nuclear pow-
er industry, and the subsequent fashioning of terrorists'
atomic bombs.

"The point is that if the public is to be protected from
all potential consequences of nuclear power, it must be
adequately protected from nuclear thefts as well as nu-
clear accidents.

"My amendment would have made the nuclear indus-
try financially accountable, within the dollar limits set
in Price-Anderson, for nuclear thefts as well as nuclear
accidents," the Senator said.

Continued on page 6
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Average D&O claim is $566,500
CHICAGO-The average total

cost for a directors' and officers'

(D&O) liability claim is $566,500
according to the second annual
D&0 survey conducted by the Wy-
att Co., a consulting actuarial firm
with offices here. This includes an

average award of $385,000 and
defense costs of $181,500, the re-
cently released study stated.

The survey's results are based
on information supplied by 1,321
corporations-100 % more than
participated last year-according
to Warren G. Brockmeier, director
of risk management services for
Wyatt, who conducted the survey.
Approximately 50% of all corpo-
rations with assets over $1 billion
completed the questionnaires.

SOME OF THE major conclu-
sions of the survey are:

Stockholders' claims, contrary
to prior opinion, do not account
for a significant number of D&0
claims. Government officials and

previous owners of acquired com-
panies filed almost as many

claims, the study revealed.
Over 25 types of claims allega-

tions were listed in the study;
the most prevalent involved anti-
trust violations, conflict-of-inter-
est charges, irregularity in securi-
ties issue and misleading repre-
sentations made in conjunction
with corporate acquisitions.

A correlation exists between

D&0 claims and lack of corporate
profitability, the study stated. A
slight skewing of the sample in
favor of problem-free companies

was statistically adjusted, accord-
ing to the study.

The 7.1 % susceptibility of par-
ticipants experiencing a D&0
claim is only slightly higher than
the 6.8% figure of last year. Large
companies displayed higher sus-
ceptibility for claims as did finan-
cial services companies and min-
ing concerns.

Over 57 % of all companies
which participated in the survey

carry D&0 coverage, including
76% of all NYSE-listed companies,
80 % of the Fortune 500 industrials

and 89 % of the largest utility com-
panies. Nearly 37 % of the compa-
nies surveyed said they had "in-
sufficient need" for D&0 cover-

age.

The most common coverage

limit remains $5 million, as dis-
covered last year, according to
39 % of the 763 participants who
carry . D&0 insurance, Approxi-
mately 10 %, however, are insured
with limits of $15 million or more,
the study stated.

SEVENTEEN OF the companies
participating in both the 1973 and
1974 Wyatt surveys received prem-
ium reductions of 30-40%. Mr.

Brockmeier cited the "competi-
tiveness of the marketplace to-
day" as the reason for the reduc-
tions.

The annual insured loss ratio

was 58.8 % for companies partic-
ipating in the survey. "A loss ra-

tio of up to 70 % in this business
would be considered reasonable,"
Mr. Brockmeier explained, "be-
cause of the investment income

which insurance companies can
earn during the long period be-
tween claim payment receipts and
award payouts."

Fifty percent of the closed claims
in 1974 involved no payment to
the claimant, as compared with
61 % of the closed claims in 1973,
the study revealed.

The number of D&0's being in-
sured is of significance only up to
a total of 20 rating units, the study
stated. Beyond that, it's not signif-
icant. Rating units are used to
determine the basic premium,

Continued on page 2

'Support could have insured enactment

Ford not in favor of federal no-fault
By RICHARD L. GORDON

WASHINGTON-President Ford believes in the

concept of no-fault auto insurance but will not

be in favor of a federal no-fault law, the White
House told Business Insurance this month.

The President, a White House spokesman said, in-
stead prefers that no-fault be handled at the state
level, a position identical to that held by the Nixon
administration.

The Ford administration's opinion of federal no-

fault action had been sought by Rep. John Moss
(D-Ca.), chairman of the House commerce and fi-

Dual benefits

for rail workers

to continue

Railroad industry employes
will receive between $250

and $300 million in improved
retirement benefits before the

system goes bankrupt in the
early 1980s. Under bills
passed last month by both
the House and Senate, the
federal government will pay
for the controversial dual

benefits, which cover both
railroad and non-railroad

service. The total Social

Security benefit computed
under this method is higher
than if all employment service
credits were lumped together.
(See storv on oaae 303

nance committee, and a chief backer of a federal
no-fault bill.

The Senate passed its version of a federal no-fault

bill last spring, but action in the House has been

bottled up for the last several weeks. Action is un-

likely until after the November election, and even

then the chances for getting a bill through the House

are not considered good.

The Ford administration's position against fed-
eral action on the matter is seen as further lessen-

ing of chances for a no-fault law this year.

Rep. Moss wrote the President last month that

"your support could insure its enactment during the
93rd (the current) Congress." He said passage of

the no-fault bill could save consumers. $1.5 billion
a year.

"THIS SAVING WOULD help lower the cost of
living and thus serve to reduce the present rate of
inflation," he said.

The Congressman noted that no-fault legislation
failed to pass the California state legislature for the
fourth consecutive year "and the prospects for no-
fault legislation in most other states are not much

better than they were in 1971, when President
Nixon first took the position that enactment be left
to the states."

The White House has not immediately replied
to Rep. Moss's letter, but when told of the adminis-

tration's position, Rep. Moss said, "I think the Presi-

dent's support would have been of assistance to the
committee but it was not vital.

"I thought it was just proper to call to his atten-

tion the failure of the states to move with any sig-

nificant programs," the Congressman told Business
Insurance. "What he does is a matter for his own

judgment and conscience."

Rep. Moss admitted, however, that "I'm not as
Continued on naae 2
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Federal no-fault...
Continued from page 1
optimistic as I was about passage.

Donald P. McHugh, vp and
general counsel, State Farm Mutu-
al Insurance Co., said "We'd be
extremely disappointed if this
(the Ford position) has happened.
We had high hopes that his ad-
ministration would have support-
ed this as a pro-consumer piece of
legislation."
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(S©)[ROS©[ES*WML-
insurance and employee benefits

complete analysis

we do not sell or

place insurance

CORPORATE
.in.. '.9.

POLICYHOLDERS

COUNSEL. inc.
20 North Wacker Drive

Chicago. Illinois 60606
Phone: 312·372·8225

'X

"I'm disappointed with the ad-
ministration's approach," said Sol
M. Edidin, of the Car and Truck
Renting and Leasing Assn.

(CATRALA).

"IT OVERLOOKS the fact that

we tried to develop the state ap-
proach in the past and it didn't
work out," he said.

"It seems unlikely that we will
ever have a rnodern auto repara-
tion system on any kind of a uni-
form basis unless we have a fed-

eral law," according to Mr. Edidin.
An Allstate Insurance spokes-

man said, "We believe President
Ford's endorsement of no-fault

auto insurance plans to be entered
voluntarily by the states is a wise
decision and in the best interests

of the American consumer.

"Allstate supports the concept

of state-by-state enactment of no-
fault auto insurance systems and

opposes the mandating of a uni-
form federal systern whether by
the establishment of rigid stand-
ards with which the states nnust

comply or by the enactment of a
national no-fault bill," the spokes-
man said.

"Allstate has been a strong
supporter of modified no-fault
plans and over past years has
been involved in developing and
supporting programs to modernize
and reform the automobile repara-
tions systems in the various
states."

Rep. Moss' subcommittee com-
pleted public hearings on no-
fault last May, but no clean com-
mittee bill has been produced for
consideration by the full House
interstate and commerce commit-

tee or for presentation on the
House floor,

A BILL sponsored by Rep. Moss
would establish almost immediate-

ly a nationwide system for no-
fault coverage of medical claims.

The Senate passed bill differs
in that it establishes minimum

benefit standards and requires
states that do not have no-fault

plans on Sept. 1, 1975 to immedi-
ately adopt the federal require-
ments.

States with no-fault plans by
Sept. 1, 1975 will be given four
years to bring them into compli-
ance with the federal standards.

The Senate bill had two spe-
cific areas of interest for business
buyers of insurance.

It will allow group health in-

-*
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surance underwriters to compete
with auto insurance underwriters

for the medical coverages speci-
fied under the bill, which means

that unions, for example, would
probably be interested in having

this coverage under the company
sponsored health insurance policy.

THE OTHER area is that Sen-

ate authors of the bill bent the

no-fault principle enough to allow
subrogation of claims in accidents
involving heavy vehicles that are
more likely to cause injuries than
passenger cars.

This last item has prompted
opposition from the trucking in-

NEW YORK-The American
Society of Insurance Manage-

ment's (ASIM) board of directors
voted to increase membership dues
$35 per year, frorn $65 to $100 at
a meeting here last week. Accord-
ing to one ASIM official the mo-
tion to raise the dues by that
amount carried by about a three-
to-one margin.

D &0 study ...
Continued from page 1
with each officer or inside diree-

tor counting as a unit or fraction
thereof. For example, Mr. Brock-
meier explained, 15 officers and
10 outside directors comprise the
maximum number of rating units
that would be considered signifi-
cant.

Uncertainty apparently exists
as to whether coverage was ap-
plicable in 30% of the situations
where D&0 insurance was in

force, according to the study.
The Wyatt survey predicted that

on average there might be five or
six court decisions or settlements

each year involving D&0 liability
claims on which awards would be

made "in excess of $ 1 million" and
that every four years there could
be a "decision to award $10 mil-

lion or more." The study acknowl-
edged that its prediction was spec-
ulative, but it said that "nothing
in past history seems to contradict
this estimate." ,

dustry and from municipal transit
authorities whose buses would be

subject to subrogation.
While some business and in-

surance interests are involved in

debate in these two areas, the
major "hot" item in the bill re-
mains the limitation on the right
to sue for "pain and suffering"
damages that is included in both
the Senate and House versions of

no-fault bills.

The no-fault bills under con-

sideration in Congres do not ex-
tend to coverage of property
damage. The Senate bill leaves
that area to the discretion of the

states. •

ASIM to increase dues

from $65 to 100 a year

0

The increase, however, falls far
short of a proposal by ASIM presi-
dent William Altstaetter that dues

be increased to $200 a year. That
proposal, which was made in a
letter to ASIM's membership last
month, drew sharp criticism and
reaction fronn sorne members

(Business Insurance, Sept. 30),
Many members expressed in-

dignation at that time to Blisiness
Insurance over the proposal, call-
ing it "exhorbitant" and "unrea-
sonable." Others reacted not so

much to the increase as to the way
it was proposed and the lack of
justification in terms of disclosing
financial data to the membership
which would support such an in-
crease. •
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"Listen, there's an electrical failure in the building, Sam. When you
get a chance you might want to call Hartford Steam Boiler. No rush."
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machinery to help your clients avoid the big accident. Call us before it happens.
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By ELISABETH M. WECHSLER

CHICAGO-A major hospital
here, along with five doctors and
a radiological technician as co-de-
fendants, was hit with a $1.29
million malpractice award in a
recent circuit court ruling. It re-
portedly is the largest sum ever
awarded for malpractice in Illi-
nois.

All the defendants were in-

sured: Some were covered by the
Hartford Insurance Group and
the others were covered by Unit-
ed States Fidelity & Guaranty Co.,
with excess coverage provided by
the Insurance Co. of North Amer-

ica ( INA).
Presbyterian-St. Luke's Hospi-

tal and its co-defendants "admit-

ted liability and responsibility to
the jury" at the outset of the trial
for causing paralysis from the

waist down to a female patient
undergoing cobalt treatments for
Hodgkins disease in 1969, accord-

ing to Richard G. French, attor-
ney for Hartford, who represented
some of the defendants.

"UNDER ORDINARY circum-

stances in a malpractice suit, there
is some basis for defense but in this

case we had none," Mr. French
said. "Our clients decided to be

honest and admit their responsi-
bilities," he said, adding that the
trial was held to establish the

amount of damages to be awarded
the former patient who received
one and a half times the cobalt

dosage prescribed for her on Jan.
6, 1969.

The ruling may be appealed,
Mr. French said, possibly on
grounds of an "excessive settle-
ment" or on grounds of alleged
"errors in the trial." He explained
that the so-called errors referred

to testimony by a Northwestern
University economist who calcu-
lated that Mrs. Janice Barzycki,
31, lost potential life earnings of
$238,000 due to her paralysis and
that her husband, 33, would now
have to pay someone else $128,000
over the course of his life for

household duties previously per-
formed by his wife.

The economist's testimony was
blamed by Mr. French for nudg-

ing the settlement up to a total of
$1,038,000 for Mrs. Barzycki of
Wheeling, Ill. and $260,000 for her
husband, Thomas, for "loss of
mate." Mr. French said a decision

on whether or not to pursue an
appeal would be made within 30
days.

"THIS IS THE first large mal-
practice verdict against the hospi-
tal," Mr. French said. But he
added that the hospital is sued
"not infrequently" because "25%
of those who go into the emergen-
cy room for treatment consider
Presbyterian-St. Luke's their fam-
ily physician and holds them re-
sponsible for any medical prob-
lems they have."

Spokesmen for the hospital re-
fused all comment on the verdict,
pending a decision on whether to
appeal the ruling. They were
equally tight-lipped about what

Teacher benefits

Teachers in Salem, Or., voted to
accept a wage settlement provid-
ing a 14% increase including a
12.8% increase in salaries and in-
surance benefits. The rest of the
increase is in district contribu-

tions for employe's Social Secur-
ity, state retirennent fund,
unemployment compensation and
workmen's compensation insur-
ance. The insurance benefit will

provide teachers with $24.58 per
month insurance contributions,

compared with the $12.25 a month
they have been entitled to.

effect, if any, the settlement will
have on premium hikes.

According to one spokesman for
Hartford who asked not to be

named, Presbyterian-St. Luke's
has had a good experience record
up to now for all areas of insur-
ance, including malpractice. But
the source added that malpractice
settlements in general are getting
so high that he anticipates many
insurance companies will refuse
to underwrite this type of cover-
age in the future.

ANOTHER SOURCE at Hart-

ford.who also requested anonym-
ity explained to Business Insurance
that a large malpractice award
does not automatically trigger an
increase in premium costs. "An in-
surance company can never re-
deem the full value of a large
settlement merely by future pre-

,

miums," the source said. "A large
malpractice suit that's won is a
freak accident anyway," he
added.

Hartford likes to hold pro-
fessional liability insurance to
one-year contracts and rerate

them each year, the source said.
Mr. French said he thought Pres-
byterian-St. Luke's was covered
by a three-year contract for mal-
practice.

Because the acts of malpractice
in this case occurred in early
1969, the award may not affect
future premium costs for the hos-
pital, the Hartford source ex-
plained. The experience rating
period generally extends back
only three to five years, with the
current year subtracted, he said.

Both sources at Hartford em-

phasized that numerous other cri-
teria such as internal controls and

staffing would be evaluated

before a decision was reached to

increase the hospital's premiums.
They would not comment on how
soon the evaluation would take

place for Presbyterian-St. Luke's.
Other co-defendants in the case

besides the hospital were Drs.
Frank Hendrickson, former head
of the hospital's therapeutic radi-
ology department, and George C.
Hibbs, now of Seattle, Wa. Both
doctors were covered by USF&G,
with excess coverage by INA. At-
torney Robert J. Klovstad repre-
sented these doctors.

THE HOSPITAL, as well as co-

defendants Drs. George F. Hogan,
James F. Chamblis Jr. and How-

ard P. Gerard, and the technician,

Frances Youngworth, were cov-
ered by Hartford and represented
in the litigation by Mr. French.

Attorney George F Elsener

represented Mrs. Barzycki, who
has a six-year-old daughter, and
called the Sept. 24 settlement "the
largest in Illinois history for mal-
practice." The award was handed
down by a jury in Judge Robert
E. Cherry's courtroom.

Mr. Elsener said that two days
after Mrs. Barzycki was pre-
scribed the cobalt treatment in

January, 1969, the cobalt ma-

chine's power was increased. Al-
though prescriptions were subse-
quently altered for other patients,
her prescription remained the
same. As a result, she received

one and a half times the proper
dosage. The administrative error
resulted in her paralysis as well as
burns on her stomach and back.

Mrs. Barzycki had 23 cobalt treat-
ments from Feb. 11, 1969 to March
18, 1969. I
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Officials call for emphasis on health,
safety but can't agree on methods

By PAUL R. MERRION

CHICAGO-Three top repre-
sentatives of government, industry
and labor agreed on the need for
more worker safety and health in
speeches at the National Safety
Congress held here Oct. 2.

But, as might be expected, they
differed on the methods needed to

achieve that goal.
Leading off the session on the

value of the Occupational Safe-
ty and Health Administration
(OSHA), asst. secretary of labor
John H. Stender, head of OSHA
for 18 months, said the route to
improved worker safety and health
lies in voluntary "cooperation and
commitment" by employers and
employes, although OSHA will not

hesitate to use its enforcement

powers to gain compliance with
the law.

Speaking next was R. Heath
Larry, vice-chairman of the fu.s.
Steel Corp. board of directors, who
cited his company's statistics to
show that OSHA should concen-

trate more on employe safety edu-
cation, training and motivation.

FIGURES FOR our steel opera-
tions showed that about 85 % of all
disabling injuries and illnesses
were caused primarily by unsafe
actions-not by unsafe conditions,"
Mr. Larry claimed. He said only
about five percent of all injuries
could be directly related to phys-
ical conditions, with the rest unat-
tributable to either cause.

I. W. Abel, president of the
United Steelworkers of America,

AFL-CIO, followed with a call for
more funds, more research on oc-

cupational disease, and less politi-
cal interference with the act. He

said OSHA has been hampered so
far because "the administration's

recommended budgets have been
too modest, too meager for effec-
tive implementation of the law."
More funds are needed to increase

the amount of research done by
OSHA and the National Institute
for Occupational Safety and

Health (NIOSH) because "addi-
tional health hazards are being in-
troduced into the workplace every
year," he argued. Effective re-
search demands a strong nation-
wide program, claimed Mr. Abel,

Fire: Comforting... or disastrous
It's no comfort when a disastrous loss occurs.

And, when a loss does happen, it's no fun trying to
separate the boiler and machinery damage from the
resulting fire damage.

Why not protect your business against com-
bined losses with a single policy? At PMMI, our Fire,
Machinery, and Boiler Policy provides complete
coverage-giving you the benefit of the full limits
for the boiler and machinery as indicated in
the fire policy with no increase in premium.
It's protection no company should be without.

We use the word "protection" much
more than the word "insurance." We have

good reason. When we sell you insurance, our

rather than the trend toward de-

federalization that had been sup-
ported by the Nixon administra-
tion.

All three men expressed their
views of what is wrong with
OSHA. For Mr. Stender, the prob-
lem is a lack of commitment by
employers and a lack of concern
by employes. He said all employ-
ers that he has talked With agree
on the need for occupational safe-
ty and health, but the sentiment
is not always put into practice.

"WHY SHOULD OSHA have

to investigate charges of discrim-
ination against a few employers
after their employes exercised
their legal right, if not moral ob-
ligation, to file a complaint or ask
correction of unsafe or unhealth-

ful conditions?" the head of OSHA

asked.

Mr., Stender also noted that

dramatic improvements in acci-
dent records come about when

employes make safety and health

expert engineers will work closely with you to pro-
tect your business against unnecessary loss.

We think you'll agree that it's better for your
business to prevent a loss before it occurs, rather

than to simply insure against it and take your
chances.

SO, before fire or boiler and machinery losses
cause you to examine your current cover-
age, call your nearest PMMI Account Rep-
resentative. Ask him how PMMI can help

-i'... I."'ION . protect your business from loss with our
el hia combined Fire-Boiler policy.
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"a very personal matter."

Mr. Larry expressed his indus-
try's viewpoint that OSHA's value
to date has been "more potential
than real" because the law's ad-

ministration has been focused on

five percent of the problem-that
is, unsafe physical conditions.

The U.S. Steel executive em-

phasized that while he didn't "for
a moment defend the maintenance

of an unsafe condition in an in-

dustrial plant," he believed that
occupational injury and illness
rates could be cut in half "if

"OSHA's major thrust were con-
centrated...on programs directed
at unsafe actions." The area of

motivation, education and training
of people is "where we can get real
value for the dollar expended."

MR. LARRY attacked OSHA,
standards: "We have seen more

than we ought to have of stand-
ards directed at conditions-which

either require the impossible, or
require the possible in an impos-
sible time frame, or require the
unreasonable because there has
not been an opportunity for ade-
quate research. Unreasonable and
unnecessary safety or health
standards constitute a disservice
to employes and employers alike,
as well as to our national econ-
omy." He said OSHA and NIOSH
should devote more research time
to finding answers to industrial
health problems, rather than de-
veloping standards "to which var-
iances inevitably must be allowed
because the impossible is being
required."

Labor took the opposite tack in
Mr. Abel's speech: "OSHA has
never published an environmental
standard that it has not been
forced to publish, although it has
she authority and the responsibil-
ity under the Act to do so on its
own. The unfortunate result is that
there are only three new standards
on the books today." He called for
more funding and staffing to fa-
cilitate the development of stand-
ards for new hazards.

Mr. Abel shid also that OSHA's

budget is inadequate to imple-
ment the law fully. The storage
of funds has meant that "gilme
wardens outnumber OSHA in-
spectors." OSHA's budget in fiscal
1973 was $69.3 million, and in fis-
cal 1974 it was $70.4 million, but
the union leader claimed that
"twice the amounts budgeted
would still be too small."

MR. ABEL attacked also the
tendency to make OSHA into a
"political football." He cited a
well-planned campaign to ban
federal inspection in workplaces
with fewer than 25 employes. The
campaign, which succeeded in the
House but was defeated in the

Senate, was instituted in part by
the National Assn. of Independent
Businessmen, the U.S. Chamber of
Commerce and the John Birch So-
ciety.

Despite these differences in their
views of the problems OSHA faces
and what should be done about it,
the leaders of government, indus-
try and labor all agreed on the
need for cooperation. Mr. Larry
and Mr. Abel both mentioned a $2
million joint union-company re-
search committee that was set up
to study safety and health prob-
lems in steel plants, especially
those problems involving the ef-
fects of working near coke ovens.

Mr. Stender summed up the
OSHA viewpoint by saying that
cooperation is the key to job safe-
ty and health. He pointed to job
safety and health provisions in
more collective bargaining agree-
ments, and he indicated that more
cooperation would mean that "the
$13.5 billion lost annually because
of workplace hazards could be
substantially reduced."

The National Safety Congress,
sponsored by the National Safety
Council, met in Chicago, Sept. 30
to Oct. 3. m



Sometimes when we cure employee headaches,
we also cure a product headache.
We're not a medical clinic. But we do have some

highly competent environmental health engineers
and chemists among the scientists on our environ-
mental consulting team.

So when one of our workmen's "comp" clients said
his production people seemed to be suffering chronic
headaches, our engineers analyzed the work environ-
ment to find out why. They quickly traced the
problem to a constant source of carbon monoxide.
End of headaches. But we didn't stop there.

Our chemists then performed a series of gas chamber

studies which proved that the same carbon monoxide

was also responsible for premature aging of the
client's cellular plastic foam product. And that aging
had been another chronic headache . . . one the

client's quality control personnel had been battling.

Now that may sound like a lucky break. But you
know that lucky breaks need the right environment
in which to be cultivated. And our alert and involved

environmental consulting group seems to provide
just such a climate. It's only one of the many ser-
vices available to you when you come to the source.
Because we make sure insurance works for a living.

i

Come to the source #4YS**40.
1

Wausau, Wisconsin •.77#Q<:69*.:·.:14,=,-*.-. -.Al

_Aa.fERS /8,u/k-7
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Nuclear...
Continued from page 1

The two major nuclear insur-
ance pools were split in their opin-
ions of the amendment.

The attitude of the Nuclear

Energy Liability Insurance Assn.
(NELIA) would probably be,"
said Richard Schmalz of the Hart-

ford Insurance Group, that "in-
surers would generally support
the idea that the public should be
protected against the financial
consequences of extraordinary oc-
currences arising out of the theft
of nuclear material."

Mr. Schmalz, in his letter to
Sen. Ribicoff, said a serious ques-
tion of "public policy" was raised
by the question, however.

"Should private industry be held
liable with fault for thefts which

might require the marshalling of
substantial private protective fore-
es that might, even then, not be
sufficient to guarantee safe pas-
sage?

"INSURERS," said Mr. Schmalz,
"would be inclined to feel that the

government should be prepared to
assume the major responsibility
for affording the public protection
against thefts, including indemni-
fication from any resulting injury
or damage."

He said that while NELIA mem-

bers might find the amendment
acceptable, "we cannot state posi-
tively that insurance would be
available.

"Insurers would have to be

satisfied as to the special preeau-
tions taken with respect to ship-
ments of nuclear materials and

might then find it necessary to at-
tach special limitations on the
amount of their liability and spe-
cial conditions for coverage," ac-
cording to Mr. Schmalz.

The Mutual Atomic Energy
Liability Underwriters (MAELU)
were opposed to the bill, accord-
ing to Bert M. Thompson, general
attorney, federal affairs, for the
American Mutual Insurance Alli-
ance.

Mr. Thompson said "detailed
consideration by the insurance in-
dustry" would be needed before
any such step could be taken.

EVEN WITHOUT the Ribicoff

amendment, the new Price-Ander-
son bill is considered to be a signif-
icant step in the development of
insurance for nuclear accidents.

The bill as passed projects an
eventual phasing out of the federal
government as a liability indem-
nitor of the early 1980's, very def-
initely a goal of the Congress.

It does not change the $560 mil-
lion liability limit established in
1957 for any one nuclear accident,

but provides for a system of ret-
roactive premium assessments de-
signed to eventually increase the
total cover to $1 billion or more
over the next several years.

The retroactive system works
by making every nuclear plant
liable for special premium bills
ranging from $2 million to $5 mil-
lion in the event of a nuclear acci-

dent involving extensive damage.

THERE ARE NOW 47 nuclear

plants in operation. This back up
pool of insurance coverage would
increase as more plants come on
line.

The private insurance pools also
expect to significantly increase
their available coverage for nu-
clear plants.

The private pools now write up
to $125 million in liability cover
per plant, with the federal govern-
ment picking up the remainder of
the liability up to the $560 mil-
lion ceiling.

Private insurance officials said

they hoped to be able to write the
entire $560 million in three to five
years.

In debate earlier this summer,

4

--rj64!&*2!=« Civil threats may force
35@r nuclear liability moves

WASHINGTON-The threat of and subsequent breach of contain-
home-made atomic bombs, organi- ment " the AEC was told in the

.E: 1.-e,¥em zed terrorism, and political black- study.
mail may yet force Congress to This nightmarish possibility is
take another look at the question still somewhat down the road, the

4 , of liability for damages caused by AEC's report points out, because
j 44 the theft of nuclear materials.   nearly all of the nuclear power

The federal government and pri- plants now in operation or on the
vate utilities currently share lia- drawing boards use low-enriched
bility in the event of a nuclear re- uranium which cannot be made

actor accident, but a study done into a bomb.

for the Atomic Energy Commis-
//

sion this year indicates that the HOWEVER, technoligical
real problem may not have been changes could lead to a wider use
touched yet. of plants fueled by highly enrich-

"Potential harm to the public ed uranium or plutonium, the
in Zion, Illinois. from the explosion of an illicitly building blocks for atomic weap-

made nuclear weapon is greater ons.

than that from any plausible pow- Sen. Abraham Ribicoff (D-Cn.)
er plant accident, including ' one told the Senate in a debate on nu-

which involves a core meltdown clear insurance last month, "While

The world's most poweril nuclear plant

the Senate -urned down an amend- to independently raise the liability
ment offered by Sen. Richard limits on nt_clear plants operating
Schweiker (R-Pa.) allowing states in their area. •

Being there when people need you, getting the job
done. That's what we've been known for since 1898.

If youlmow our agents youknowwhy.



there are not yet enormous quan-
tities of weapons grade materials
in the · nuclear power industry,
there are still one million pounds
of plutonium and enriched urani-
um presently authorized by the
AEC-about half of it of weapons
grade.

"By 1980," the Senator said,
"nuclear powerplants will be gen-
erating 66,000 pounds of plutoni-
unn each year, and by the year
2000 the annual output will reach
660,000 pounds--enough to pro-
duce thousands ofcrude but dev-
astating atomic bombs or deadly
dispersal devices."

The AEC report does little to
ease worries in this area.

'*IN RECENT years the factors
which make safeguards a real,
imminent and vital issue have
changed rapidly for the worse,"
the report said.

"Terrorists groups have increas-
ed their professional skills, intelli-
gence n etworks; finances, and

. R
I 4

...

levels of armaments throughout
the world. International terrorist

organizations, particularly those of
the Arabs, probably have the abili-
ty to infiltrate highly trained
teams of 10 to 15 men into this
country with detection.

"In addition, a number of strong
groups in Latin America have
graphically shown the ability of
urban terrorist groups to operate
with impunity for long periods of
time," the report said.

While the potential nuclear
thieves have become more sophis-
ticated, the knowledge of what to
do with their atomic stolen goods
has also grown apace.

The AEC's study, in addition,
points to "the widespread and in-
creasing dissemination of precise
and accurate instruction on how to
make a nuclear weapon in your

. basement."

On top of that, said the re-
port, "there is a slow but contin-
ing movement of -personnel into
and out of the areas of weapons

t

design and manufacturing. These
moves are sometimes forced and

can create very strong resentments
in the people involved."

The Patricia Hearst kidnapping,
in addition to pr o v i di n g lurid
newspaper headlines, should also
give the nudlear industry cause for
concern.

"These groups are likely to have
available to them the sort of tech-
nical knowledge needed to use the
now readily disseminated instruc-
tions for processing fissile materi-
als and for building a nuclear
weapon," the AEC report said.

"THEY ARE ALSO liable to be

able to carry out reasonably so-
phisticated attacks on installations
and transportation," according to
the report.

"The seriousness of the problem
demands a clear commitment by
the AEC to bring the risk to the
public from safeguards problems

· down to the level of public risk
associated with the problem of nu-

clear power plants," the report
went on to say.

Guard systems for plants and
the transportation of nuclear
materials are "inadequate," the re-
port stated, and probably should be
entirely handled by the federal
government.

PRIVATE COMPANIES have

neither the capability nor the de-
sire to meet the sort of threats de-
scribed in our document on diver-
sion scenarios (which is classified),
much less than those posed by
maximum credible thefts," ac-
cording to the report.

Instead, the report urged the
formation of a government con-
trolled nuclear protection and
transportation service.

Presently used methods to pre-
vent in-plant pilferage of nuclear
materials are also inadequate, the
report said, because in too many
cases they do not provide infor-
mation on inventory shortages
quickly enough. •

The Maryland. People who get things done.
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$560 million
liability limit
is adequate
study says

WASHINGTON-The present
$560-million liability limit on nu-
clear power plants is more than
adequate, according to the first
major study of nuclear reactor
safety since 1957.

The melting of the reactor's ra-
dioactive core is considered to be

the most serious accident that
could befall a nuclear plant, ac-
cording to the study, and the most
likely property damage figure
would be $100,000, excluding dam-
age to the plant itself. .

The likelihood of the most com-
mon core accident occurring was
put at one in 17,000 per plant per
year, according to the report, su-
pervised by Prof. Norman C. Ras-
mussen of the Massachusetts Insti-

tute of Technology.
Such an accident would cause

no physical damage to property
beyond the plant site but may con-
taminate the site with radioac-

tivity.

AT HIGH LEVELS of contami-

nation, people would have to be
moved temporarily from their
homes until the radioactivity either
decayed away or was removed.
The cost of this program is includ-
ed in the $100,000 estimate.

"The chance of an accident caus-

ing $100 million damage would be
about one in 50,000 per plant per
year," the report said. "Such an
accident would be expected on the
average to occur once every five
centuries for 100 operating reac-
tors.

The report compares these
property damage risks to the larg-
est man-caused events-fires.

"In recent years there has been
an average of three fires with
damage in excess of $10 million
every year. About once every two
years, there is a fire with damage
in the $50-million to $100-million
range," the report said.

"A comparison of the pre-
ceding costs shows that, although
a severe reactor accident would be

very costly, it would not be signif-
icantly larger than a number of
serious accidents which our socie-
ty deals with quite often, and the
probability of such nuclear acci-
dents is of course estimated to be
much smaller than the other
events."

Continued on page 8

It pays you to
save us money.

Every dollar we save in Work-
men's Compensation coverage,
whether it be through improved
loss control or more effident

office operations, is returned
directly to our policyholders.
We've returned money each year
we've been in business - our

policyholders have received over
$156 million since 1914.

That's why many companies
separate the Texas portion of
:heir Workmen's Compensation
coverage from their national
program. It'll pay you to investi-
gate. Call our National Aocounts
Division collect at 214/742-
9331.

Texas ErnPLOYeRS'

 insumanceASSociaTIon

P. 0. Box 2759
Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers' Insurance Assn.
Employers National insurance Co.
Employers Casualty Co.
Employers National Life Insurance Co.
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$560 million limit ...
HOW LONG HAS IT BEEN

Continued from page 7 ever, which .
can cause sonne in-

Using 1969 figures, the latest crease in the Incidence of cancer,
available, the report said the likeli- genetic effects, and thyroid and
hood of a car fatality was 1 m 4,- gland illnesses in the exposed
000 per individual; drowning, 1 in population, the report acknowl-
30,000 per individual, air travel, edged
one in 100,000 per mdividual; nu-

SINCE you had an objective, independent audit
These effects would appear as

clear reactor accident, one in 300 an increase in these diseases over
million per mdividual. a 10 to 20 year period following the

of your Corporate Insurance Program? exposure Such effects would be
IN THE EVENT of radiation difficult to notice," the report said,

leakage in a nuclear plant accident, "because the increase is usually
and the report concedes that it is small compared to the normal in-
possible, that some fatalities might cidence rate of these diseases
result within a few weeks of the Jn the event of an accident

.1.

Herbert L. Jamison & Co.
leakage. rated at one in a million chance,

"Other people may be exposed damage of $2 bilhon to $3 billion
to radiation levels which would might results The latent health
produce observable effects which effects were estimated at 450 can-
would require medical attention eers, 12,000 cases of thyrold 111-

90 Park Avenue but from which they would re- ness, and 450 cases involving ge-
New York, New York 10016 cover completely," according to the netic effects
Area Code 212 -490-7600 report. The most common type of acci-

There are latent effects, how- dent expected, with its $100,000
damage estimate, would probably
produce about four latent cases of
thyroid illnesses and no cancer or
genetic effects

•r• :- .. ..
THE EARLIER 1957 reactor

0 - ...
. safety study, which recommended

..
.... the high liability limits included

.... -/0-0 .
.. in the Price-Anderson nuclear in-

.. .- . surance bill, was completed before0 -

any commercial power plants were
. ... 0 . a .a .

operating.
. The higher liability estimates in

14 . .. ... ..
. .. the earher report, according to this

--. e.. latest document, were due to the
earlier study's:

. . . ... ..

• overly high estimation of the
... .. .-

number of people to be affected;4 *6* I
. .. .

. I . • assumption that 50 % of the..

,Ss:8 .. reactor's radioactivity could be re-
leased, which the new report says

.. 0 0. is an engineering impossibility,
C St' {f*t- .. .. • omission of any provisions for

0.-. 0. . ... . . the evacuation of people from the
.. .

accident area;... ..
.

• and its failure to take into ac-
. a ...

.

count that the radiation would be
.... ..

,n-. earned upward from the plant hke
J
r

..... .. smoke from a stack, and thus re-
- t . ... ... ...Lrk' 1/1//imlmi ducing radiation levels near the

. ... .... ground.

./ 0. 0 -. ....

ar.-
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-. go overseas
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0 ., ENGLEWOOD CLIFFS, N.J-.

9
- IThi t /%

-

,-, ' 4:f -,:* ' 1 .:.a,- A i ' -:S%,
. I. Kwasha Lipton Inc., a US. firm

i ..05'* of consulting actuaries and em-24,-* 6, 4 fl 1 ''",; ..
ploye benefit specialists, and

' .P--'t.:, '*i: ·PRI.'tr' .. .... Noble Lowndes & Partners Ltd,
, th " ,--%%71 the largest organization of em-'Ert .

- C.24' . Ir Y,ff] :61/46;£·4, .- ploye benefit consultants in the

Umted Kingdom, recently an-
I. Il" nounced the estabbshment of a

" Jointly operated service to assist
. I

-2 · ' f.:: :(,I I ..f 53*Ce# /. »64*.3%
41- 6 - '. ill··:*t

multi-national companies in the
3% 1 '1-

, :*91.
2 4 design, evaluation and adminis-

tra'hon of pension and other em-i. yff_ t*ff-? · 2**4,3ik ploye benefit plans for their
' · f'- R 3 633**, i:F,; A..,::.4.6657+4- international operations.

r. 85*4:*frfiu,.rr The new service stresses the use

of Joint expertise to meet a parent
company's need for consistent eval-

- «,hi-*.stdill/frf' ..re*81:6 Lation and accountmg of the costs
and habihties of plans throughout
its international operations and

"'
* .1

7.,- for maintenance of consistent
/

benefit objectives, appropriately

8 - V... I.¢9 4.ff*S'-+ ..'.. 1x ,
'-U I modified for local conditions and

''
/ practices.

I 'T "U.S. multi-national companies
3 are beginmng to realize that the

+ Sh I
1,

same concern about financial lia-r r."4' 4 0:-Sf f S

AROW' 62..,34jili#li ,£' 14<%/7 bility created by recent pension
f'PE , legislation in the US is extending

:...*4%71". to their overseas pension plans
..mfle-096.I,1. ' I - .ablligful ./ Local governments have the same

r,1, C interest in protecting employe
1&,i%'*S'I

, .f -'4-41
benefits as the U S. government,

, '' 5 , 4.2' ' liu.

-11 q. John Connors, president of Kwasha
re,·--"-1,2,-·32'08, Lipton, said Inflation, increased

6 4

··'252,: collective bargaining and expand-I , i'4*

1
ing social benefits are the three

1 immediate problems facing over-
1-,

u -2.-* seas plans, he added.
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Group dental insurance?
AEtna has the experience

to leave you smiling.

The day is coming - fast -when you'll need
to talk to somebody who knows this complex
coverage. Because group dental insurance is
growing rapidly. The American Dental
Association expects 40 million people will
have it by 1980.

When you're ready, take advantage of the
experience of AErna Life & Casualty. We were
one of the first insurance companies to offer
group dental. When you cover five times as
many policyholders as any of the others, you
build up knowledge in depth. Know-how that
can result in better dental treatment for your
employees, reduced costs for the employer.

Specifically, that experience means /Ena
has had time to build up a staff of technically
trained personnel, and a national network of

dental consultants. More importantly, wete
had the years and the cases needed to develop
tested and realistic claim administration.

Talk to your agent, broker, consultant or an
/Etna group representative about the many
specific advantages of having /Ena handle
your group dental. We can take care of large
groups, naturally, but we're flexible enough to
handle as few as 10. From fluorides with

flossing io fillings and false teeth we're not
your average insurance company.

LIFE & CASUALIY

You get action with Ztna

/Etna Life Insurance Company, Hartford, Conn.
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HItli MANAGEMEiNT XERVI€EN

SPECIAL SPOTLIGHT REPORT

IN THE NOVEMBER 11, 1974 ISSUE OF

IBIUMIE %% ItrIEAN€E

will include subjects like workmen's comp self-insurance • loss
control engineering · claims and administrative services • risk
management services · safety and OSHA consulting • captive
insurance company management • data processing for claims.

DON'T MISS THIS OPPORTUNITY. ADS CLOSE OCTOBER 30th.

New York:

708 Third Avenue

New York 10017
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Pan Am' s rescue tied

to ESC)Ts by senator
WASHINGTON-Pan American needed to make substantial stock

World Airways should be required purchases.
to install an employe stock owner- The trust's loan would be paid
ship trust (ESOT) as an employe off with annual, tax-exempt con-
benefit as part of any federal aid tributions from the sponsoring
package to the company, Sen. Rus- company. The stock would be held
sell Long (D-La.) told the Senate in the nannes of the ernploye and
this month. would be available for retirement

The same requirement should income.

be placed on Trans World Airlines
if it receives any federal assistance,

said Sen. Long, chairman of the
Senate finance committee. Both

airlines are having financial trou-
bles with international air service

mainly because of greatly in-
creased fuel costs overseas.

An ESOT is basically a trust
which buys company stock for its
employes. The trust would be tax
exempt and borrow the capital

GENERAL REINSURANCE

SEN. LONG said the finance
committee, as part of a trade re-
form bill, has linked federal as-
sistance for firms in areas "im-

pacted" by increased imports to
the establishment of ESOT plans
for their employes.

"When the government is using
its power to give special advan-
tages to some group, even though
they may be in distress, the gov-
ernment should require, as part
of that consideration, that the
beneficiaries of this government
assistance include the employes of
the affected company," Sen. Long
said.

"I only regret that I had not
thought of that approach in con-
nection with the Lockheed loan,"
he told the Senate.

"If we are going to guarantee
a loan to a company such as Lock-
heed, then why should not the fel-
lows who get out there and work
to make Lockheed a success day
by day by the sweat of their
brows share in some of the good
fortune of saving that corporation
and putting it on a sound finan-
cial basis."

The Senator reminded the Senate

that they had on two previous
occasions endorsed the ESOT con-

cept-by providing for it in the
recently passed pension reform
law; and by requiring that ESOIs
be studied as a possible financing
device for the reorganization of
the northeast railroad system. •

New policy
for failure

to perform
NEW YORK-Product failure

insurance, described by one indus-
try source as "a new wrinkle on
the failure to perform exclusion
on a general liability policy," is
being marketed for the first time
by the John C. Weghorn Agency
here.

"To our knowledge this type of
insurance is not being offered by
anyone else," Joseph Pettit, vp
at Weghorn said.

He described the policy as
covering the loss of the use of
undamaged property due to the
failure of a product to perform.

The policy includes a deducti-
ble, depending on the size of the
insured's sales, Mr. Pettit said.
For firms with $20 million of more
in sales, there is a $100,000 de-
ductible included, for companies
with sales less than $20 million

the deductible is $50,000.
The premium range was esti-

mated "from $25,000 to $200,000
per year, Mr. Pettit noted; with
policy limits up to $10 million.

"We don't anticipate writing

high exposure companies," he
continued. The policy is geared
to the medium line manufacturer

with good loss experience.
The industry spokesman said

the policy reflects the renewed
interest in the exclusion area.

"Traditionally this area was
considered a business risk; a

fortuitous loss," he said, "but re-
cently the Insurance Service Of-
fice has revised the exclusion

area." •
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and if the state bar assn. doesn't Midwest Mutual, headquartered
do sorrething, someone else will. in W. Des Moines, Ia, said,

.We're

He ponted to the "do-it-yourself happy to be the insurer for their
divorce kits" and the like "We program." He added that his com-

By ELISABETH M WECHSLER non-business bankruptcy; divorce, two reasons, Mr. Lutz said People don't v,ant unlicensed people dis- pany had competed with 20 other
separation or annulment; court in middle and lower income brack- pensing legal advice," he said insurance companies to get the

PORTLAND, OR -Prepaid le- adoption, insanity or infirmity ets dortiget enough legal service, .Fred M Hagen, president of contract.
gal services are now available to proceedings; juvenile dehnquency
middle and lower income groups court proceedmgs, habeus corpus
in this state, resulting from an proceedings, either criminal or
agreement signed recently between civll; defense of felony charges; - I ... Ir»
a non-profit subsidiary of the state defense of intoxicated driving
bar assn and Midwest Mutual, charges; misdemeanor traffic 4 ' S.

. C :

which will underwrite the pro- charges which involve loss of 11-
.

gram cense only; other misdemeanor
"This is the first statewide pre- charges, such as disturbing the

paid legal services program which peace; defense of civil actions ex-
is sponsored by the legal profession cept those involving an automo-

MARINE INSURANCE
.

5

and underwritten by an insurance bile; legal advice and negotiation; /

company," F Jay Lutz, executive simple document preparation, such
director of Prepaid Legal Insur- as a will; and a major trial bene-
ance Inc , said fit, in addition to civil defense and 22%06P

The agreement, signed Oct. 3, felony benefits.
provides various types of legal To finance the program, bar 2+ .

counseling and representation and members voted Sept 12 to assess 551
will be offered on a non-voluntary themselves $14 each, Mr Lutz
basis to employers and unions as an said, adding that no lawyers were
employ.er-financed fringe benefit, signed up yet

.We hope to get this

Mr Lutz explained. Unions would program off the ground by early
probably bargain for employers to next year," he said.
pay the premiums, ranging be-
tween $6 50 and $7 50 per person, WHAT MUST come first is ap- r -4,-
per month, he added The program proval from - the state insurance 1,
could be issued on a voluntary en- department. "They know of the

1 4Lz_t --5 j -
rollment basis if 75% of the eli- program and have raised no objec-
gible employes enrolled, Mr Lutz tions," Mr Lutz said. Still, prob-

Li.'

said lems could arise because of a

similar prepaid legal program, al- '')-1 5 ,
TWO TYPES OF coverage are so underwritten by Midwest Mu-

available, Mr Lutz explained tual, in California now being in-
The direct service coverage is vestigated for possible anti-trust
provided by a panel of lawyers violations.
who have agreed to a maximum Mr. Lutz said he isn't worried, Staying ahead takes a willingness to do more and the ability
fee schedule. It will offer legal however. "We're well aware of
services to employes at no addi- the history of the California law- to do it better. Our position of leadership in this specialized
tional charge beyond the premium yers' service," he said "I hope field comes through adhering to the highest ideals of serv-
paid The simple indemnity cover- we've learned by their experi- ice for more than 87 years.
age (which offers similar legal ence " Mr Lutz previously was di-
services) allows a participant to rector of legal services for the For ability and service beyond the expected "ASK McGEE"!
go to any lawyer in Oregon and be California state bar
reimbursed for services up to the The 'Oregon program plans to
maximum allowed Because an set maximum fees only, unhke the

employe might have to pay extra California program which set
with this program, Mr. Lutz said, "suggested, or minimum, fees *CGEE& COthe latter program probably would Members of the bar assn will in- WM. H. McGEE & Co., Inc.
not be as popular

The following types of services think are.reasonable by means of
dicate what maximum fees they

MARINE UNDERWRITERS

will be available to a participant· a mail survey to be conducted
SiNCE 1857

31
SINCE 1887

soon by an independent organiza-
tion, Mr. Lutz said.

111 John Street, New York, N Y 10038

Name Social Another difference between the ' UNDER
Oregon and California programs, Offices in Principal Cities

Security fund
, 0 Mr. Lutz explained, lS that an open

panel of lawyers will be used in Throughout the United States & Canada
Oregon "Any lawyer in the state

review group can Join the panel if he or she ac-
cepts the fee schedule," he said ....................................

This service is being offered for
WASHINGTON-A six-mem-

ber panel to review the financial
status of the Social Security trust .

funds has been appomted by the
Senate finance committee a (ove,age HOME OFFICE

The panel is to report their Wohlroich & Anderson Ltd

findings back to the committee 55 John Street

New York, N Y. 10038

chairman of the committee, said

next January
Sen Russell B Long (D-La ),

Tel. (212) 349-3020

the study was necessary because
of reports that the system may re-
quire "additional long-range fi-
nancing."

The panel consists of actuaries KeystotheKingdom
and economists including Meyer
Melnikoff, senior vp and chief ac- Every agent worth his salt knows the value of having property mortgage protection plan that enables
tuary of the Prudential Insurance a financial institution as a client. Unfortunately, discontiniance of checking and provides full DIC on
Co, and Walter Shur, executive getting a financial institutioh on the books is not an the portfolio, a similar all risk program on chattels
vp of the New York Life Insur- easy matter Insurance buyers for financial that can even include non-filing coverage, and
ance Co. institutions are conservative and demanding by an attraitively priced D&0 program for mutual thrift

nature, and an agent really has to present a superb organizations Trust Department E&0, automatic

Toxic chemical hook-up insurance program to even gain attention. teller coverage, kidnap and extortion, contingent

Hartford Insurance Group poli-
lawyers E&0, suicide waiver, etc., are also available.

For years Wohlreich & Anderson has designed
- cyholders now have access to the

insurer's computer service which supplementary coverages for financial institutions For further information regarding these programs

collects data on the harmful ef- that have been specifically tailored to fit the needs contactycur local Wohlreich & Anderson Office,

fects of certain chemicals. "Tox- of banks, S&Ls, and mortgage service corporations. or Anthony C Bova, Senior Vice President,
line," a computer information sys- Included in these coverages are an all risk real Wohlrei.h & Anderson, New York, N Y.

tem, gathers information through
a computer link-up between the in- Special Risks and Unusual Situations • Exclusively Through Agents and Brokers
surance company's loss control de-
partment and the National Library Members of the Howden Swann Group
of Medicine in Washington, D C.

D C Area Mid-America SNew England New Jersey Ohid,f, t, *,
The data bank stores infordiation

Pennsylvania

Wohiretch & Anderson Wohiretch & Anderson Wohlretch & Anderson Wohlre,ch & Ancerson, Wohlretch & Anderson Wohlreich & Anderson,

on the poisoning effects of a wide (D C) Ltd (Mid-America) Ltd (New England) Inc Ltd Agency, Inc Ltd (Inc)

The Teachers Building 10 South Riverside Plaza One Boston Place 154 South Li,inEston Avenue 662 Hanna Building 120 South Warner Road

range of chemicals Some mclude 10221 Wincopin Circle Chicago, Ill 60606 Boston, Mass 02108 Livingston, N J 07039 Cleveland, Ohio 44115 King bf Pruss,a, Pa 19406

occupational chemicals, environ- Columbia, Md 21044 Tel (312) 454-0696 Tel (617) 723-5770 Tel (201) 994-6896 Tel (216) 241-2917 Tel (215) MU 8-3532

cs Tel (301) 997-1272
mental pollutants, industrial pro-
ducts, agricultural products, drugs,

0 Correspondents In All Other States
and household chemicals.
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Overrule FCC decision for equal time

Court rules NBC documentary on
private pension system was'fair'

WASHINGTON-The 1972 Na-

tional Broadcasting Corp. docu-
mentary on the private pension
industry and its failings was
"fair," a three judge U.S. appeals
court panel ruled last month.

The judges overruled a Federal
Communications Commission

(FCC) decision that NBC should
provide time for rebuttal of the
charges presented in the docu-
mentary, "Pensions: The Broken
Promise."

The court acknowledged that
the program's "particular focus
was the tragic cases of aging
workers who were left, at the end
of a life of labor, without pen-

private pension plans. It did not
attempt to discuss all private pen-
sion plans, nor did it urge the
adoption of any specific legisla-
tive or other remedies.

sions, without time to develop
new pension rights, and on occa-
sion without viable income."

Legal proceedings were brought
before the FCC by Accuracy in
Media (AIM), a non-profit, edu-
cational organization that censid-
ers itself a watchdog over bias in
televised news presentations.

AIM COMPLAINED to the

FCC that "our investigation re-
veals that the NBC report gave
the viewers a grotesquely dis-
torted picture of the private pen-
sion.system of the United States.

"Nearly the entire program,"
AIM said, "was devoted to criti-

cism of private pension plans,
giving the impressi6n that failure
and fraud are the rule... The re-

porter, Mr. (Edwin) Newman,
said that NBC did not want to

give the impression that there
were no good private pension
plans, but he did not discuss any
good plans or show any satisfied
pensioners."

AIM officials subsequently
called the program a "one-sided,
uninformative, emotion evoking
propoganda pitch."

NBC, in its defense, told the
FCC that "the program consti-
tuted a broad over-view of some

of the problems involved in some

The Institute of Risk Cost Control Announces an

"RATHER," SAID NBC, "it
was designed to inform the public
about some problems which have
come to light in some pension
plans which deserve a closer
look."

The FCC, however, found that
while NBC had presented some
"pro-pensions" views, the "over-
whelming weight" of the "anti-
pensions" statements required
further presentation of opposing
views.

The court, however, disagreed
with the FCC claim that the NBC

documentary was a study "of the
overall performance of the pri-
vate pension system and the need
for governmental regulation of all
private pension plans. .

It agreed instead with NBC that
the program was "an expose of

Advanced Seminar 
for Financial Officers and Risk Managers

Two days of hard information for the two top people in your company who deal with \
the cost of risk. It will give the corporate financial officer a new insight into risk manage- *
ment and show the risk manager how to relate his responsibility to over-all corporate fi- f
nancial management. ./1

The seminar in Amarillo, November 6 and 7, will demonstrate that risk cost can be
identified, predicted and controlled, which makes the costs of static risk and accidental
loss as budgetable as any other operating cost. Instead of waiting helplessly for someone
to hand you the bills for risk costs already incurred, you can learn how to anticipate, plan
for, and control risk costs.

Participation is limited to the first 40 registrants, so you'll need to mail the coupon
or call us right away.

THE MAIN PRESENTERS:

1 Al a .

BRUCE D EVANS, CPCU,
ARM, Graduate School of Man-

agement, the University of
Dallas. Designated "expert rein- 4
surance consultant" by De-
fense Research Institute, con-
sultant to numerous ceding
companies. Experience in·
cludes service with North 
American Reinsurance, Hamil-

ance Company of North Ameri-

ca, and Transport Insurance 7
Group.

JOHN A. UNDQUIST, CPCU, 
Corporate Risk Manager, An- 4· EaO-11>Al
derson Clayton & Company.
Listed in Who's Who in Risk

Management, served as a
Casualty Underwriter for

Travelers Insurance Company T d
and Corporate Insurance Man-
ager for General Acceptance
Corporation. Member of the
American Society of Insurance $-v-:14
Management. A-

BILL McINTYRE, CPCU, Presi-

dent of RIMCO, one of the larg-
est risk consulting firms in the

United States. Formerly with
Wayne Durtam & Co., of Abi-
lene, Texas, a general insur-
ance agency. Holds a diploma
in risk management from the In-
surance Institute of America

and a degree in accounting
from Abilene Christian College.
Vice President of the Insurance
Consultants Society.

GUYON SAUNDERS, Pres\-

dent, Corporate Systems Cor-
poration A senior partner in
Ordway-Saunders Company,
Mr. Saunders has specialized in
developing management sys-
tems for risk and insurance

management programs and has
had published a number of ar-
ticles on the application of cost

center management tech-
niques to risk and insurance
management.

THE MAIN TOPICS:

RISK MANAGEMENT BY OBJECTIVES by Professor Evans

ADVANTAGES AND DISADVANTAGES OF SELF INSURANCE by Mr. Mcintyre

RISK MANAGEMENT FOR RESULTS by Mr. Lindquist

ALLOCATING RISK COSTS by Mr. Saunders

MAIL TO: P. O. Box 2827, Amarillo, 79105

RUSH complete information on the advanced Risk Management Seminar scheduled for
November 6 and 7 in Amarillo.
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 Company

Addre33

{1i City State 7in

abuses that appeared in the pri-
vate pension industry and not a
general report on the state of the
industry."

The court's ruling ran to
100 pages and, in defense of their
opinion supporting NBC, included
Mr. Newman's final comments:

"This has been a depressing
program to work on but we don't
want to give the impressions that
there are no good private pension
plans. There are many good ones,
and there are many people for
whom the promise has become a
reality. That should be said.

"Our own conclusion about any
of this is that it is almost incon-

ceivable that this enormous thing
has grown up with so little under-
standing of it and with so little
protection and such uneven re-
sults for those involved.

"THE SITUATION, as we've
seen it, is deplorable."

The ruling also included a sam-
pling of newspapers' reviews of
the program, such as this favora-
ble comment from the Chicago
Tribune:

"Pension administrators may

face some hard questions from
employes when they get to work
this morning. If so, NBC Reports
will have done its job."

And there were not so favora-
ble reviews, such as this one ex-
cerpted in the ruling from Busi-
ness Insurance:

"The program was by no means
objective; it could not have been
. . . there was just not enough
time to do it thoroughly. (New-
man did) point out, however, that
there were many good pension
plans."

Judge Edward A. Tamm, who
dissented from the majority opin-
ion, objected to what he consid-
ered exemption of a television
news program from fairness stan-
dards just because it was "inves-
tigative" reporting.

"The majority opinion fails to
recognize that as a practical mat-
ter there is no real distinction

between this type of so called
investigative reporting and prop-
aganda," Judge Tamm wrote in
his dissension.

"THE INVESTIGATIVE re-

porter, regardless of his initial
motivation, too often reaches a
point where objectivity disap-
pears and he becomes an ardent
advocate for a particular position
or viewpoint.

"Developing a feeling for what
might or should be, rather than
awareness of what is, he produces
a manipulated and selected pres-
entation which ignores all view-
points and positions other than
his own."

The decision is considered to be

vitally important by broadcast
journalists. NBC chairman Julian
Goodman said it affirmed the
First Amendment which "re-

quires government and its agen-
:ies to respect the broadcasters
journalistic discretion in news
coverage." I

The debate goes on
WASHINGTON-The Na-

tional Broadcasting Corp.'s
controversial documentary,
"Pensions: The Broken Prom-

ise," is to be given another
critical look this month at the
annual conference for the

American Society of Pension
Actuaries in Washington Oct.
27-30.

NBC has given the ASPA a
tape of the program, first
aired in September, 1972, and
it will be the subject of a
panel discussion and debate.

The conference will also

stage extensive discussions on
the new pension reform law.
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WASHINGTON-The primary
metal industry, at 7.2 % of payroll,
paid more than any other industry

group for employe life and health
insurance benefits in 1973, accord-
ing to a benefits survey by the
U.S. Chamber of Commerce.

Department stores, at 2 % of
payroll, were paying the least for
these benefits, the survey reported.

The 35 employers in the pri-
mary metal group who took part
in the survey spent, on average,
$725 for these benefits per em-
ploye in 1973.

The 13 department stores in the

survey paid $138 per employe for
these benefits in 1973.

The total survey involved 742
companies in 14 manufacturing
and six nonmanufacturing indus-
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Primary metal industry paid most for
employe benefits; 7.2% of payroll

try classifications.

These were the extremes spent
on these types of benefits, but the
most frequently reported percent-
age of payroll cost across the entire
sample was between 2% and 3.9%.

OTHER HIGH cost (on a per-
centage basis) insured benefits
programs were reported in the
transportation equipment and

stone, clay, and glass products in-
dustry.

The 30 transportation equip-
ment manufacturers reported
average life and health insurance

costs at 6.3 % of payroll in 1973, or
$651 per employe.

The 19 firms in the stone, clay,
and glass products group also re-
ported an average cost of 6.3 % of

THE GROUP LIFE

DILEMMA

1
1

 THE TRAVELERS

1
1

payroll, but the per employe aver-
age cost was $569 in 1973.

Health insurance payments were
reported by 91 % of the participat-
ing employers. All of the 12 rub-
ber, leather, and plastic makers
reported payments for health in-
surance. The low figure was 78 %
of the 50 employers reporting in
the electrical machinery, equip-
ment and supplies group.

It is expected that national
health insurance, when a compro-
mise measure is finally hammer-
ed out, will probably require all
employers to offer and help pay
for health benefits for their em-

ployes.

Life insurance payments were
reported by 81 % of the responding
employers, with the highest group

being the public utilities, where
94% of the 119 firms reported pay-

ing for such benefits. The lowest
group was the department stores,

where 54% of the 13 employers
reported such payments.

Payroll deductions from em-
ployes for these benefits were re'-
ported in 70 % of the companies in

the survey, including 61 % of the
manufacturing firms and 84% of
the nonmanufacturing firms.

DEDUCTIONS were reported by
92 % of the instrance companies,

but by only half of the rubber,
leather, and plastic product firms,
according to the report.

Insurance deductions average

1 % of payroll for all firms in the
survey, but were 1.4 % for those
firms having deductions.

The study did not report the de-
tails of the benefit packages pur-
chased for these sums of money,
however.

In the pension area, 10 % of the
sample reported no payments by

Too many Group life insurance plans give the
most to the employee who needs it the least,
the one who's older, has a grown up family,

money in the bank and decreasing
financial responsibilities.

The Travelers new Survivors' Income Plan
gives the most to the ones who need it the

most, the younger employees with long-term
family responsibilities and little chance to

have saved up a financial cushion.

Because The Travelers Survivors' Income Plan

doesn't pay just a #at amount, but a regular
income as long as any em*yee's

survivors need it.

Sound expensive? It's not Remember, the
larger amounts needed for this coverage are

applicable to the younger groups where
costs per thousand are lowest. What's more,

Survivors' Income needn't replace your
existing Group insurance. Indeed, it works

best as a supplement.

If young people coming up are
important to you, you owe your

company's future a good, hard look
at our Survivors' Income Plan.

See your Travelers Group
Representative right away. Or send
the coupon below for more details.

Please send me your brochure, "SURVIVORS' INCOME"

NAME

TITLE

COMPANY

ADDRESS

1

1

1SEND TO: The Travelers Insurance Companies • Group Department, 11 M.S.. One Tower Square . Hartford, Connecticut 06115

the company for a pension plan,
while 65 companies, slightly under

10%, paid 10% or more of payroll
into a pension plan.

The average cost for pensions
for those companies having pen-
sion plans was 5.7 % of payroll, the
survey reported.

By industry group, the petrole-
um industry reported the highest
average pension cost, with an

average 8 % of payroll spent by the
nine firms reporting. The figure
includes payments into insured,
uninsured trusteed, and unfunded
pension plans.

In terms of dollars, that meant

the nine petroleum firms in the
sample on average placed $886 per
employe into their pension plans
in 1973.

The lowest average pension costs
were reported in the department
stores, where pensions averaged
3 % of payroll for the 13 firms in

the sample. That means a per em-
ploye pension expense for the av-
erage department store of $178.

EMPLOYE PAYROLL deduc-

tions for private pension plans
were reported by 20 % of the com-
panies, including 17% of the
manufacturing firms and 24 % of
those in non-manufacturing.

Deductions were reported by
44 % of the Btroleum industry

firms but by only 8% in the tex-
tile products and apparel industry.

Deductions average 1.5 % of em-
ploye payroll where they were
used.

Combined pension and insurance
costs for 155 companies originally
surveyed in 1953 had climbed to

13 % of payroll (employer's costs
only) in 1973 from 7.4% two dec-
ades earlier.

Copies of the complete survey

are available at $3 per single copy
from the Chamber of Cornrnerce

of the United States, Washington,
D.C. 20062. .

Disability
benefits paid
to alcoholics

TORONTO-Alcoholics are re-

ceiving disability benefits from
major insurance companies for
lost work time due to alcoholism,
according to a survey conducted
for the National Institute of Alcho-

holism and Alcohol Abuse.

J. F. Follman, Jr. reported the

survey's findings at the National
Foundation of Employe Benefit
Plans annual education conference.

The 17 major insurers surveyed
"cover loss of income resulting
from alcoholism provided the
condition is medically recognized
and placed under medical super-
vision," the consultant explained.

DISABILITY benefits "do not

commence until the alcoholic has

agreed to undergo treatment,"
Mr. Follman said, adding that
benefits continue "only so long as
the alcoholic continues treatment

and rehabilitation. The purpose of
this requirement is to encourage
treatment." Mr. Follman saw this

approach as a positive force in
treating alcoholism.

It was reported that 60 % to
80% of employed alcoholics re-
spond favorably to treatment,
therefore "the approach taken by
insurance companies benefits the
employer, fellow employes, and
certainly the individual and his
family," Mr. Follman said.

It wasn't until quite recently
that alcoholics were given dis-
ability benefits for lost work time
due to the disease. "But with the

more recent acceptance of alco-
holism as an illness over the past
15 years, the attitudes of

insurance companies haye been
changing," he concluded. •
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Whydoes Outboard Marine
insure with AFIA ?

Outboard Marine manufactures

a broad line of motors including
one so lightyou would hardly
notice carrying it. That's because
Outboard Marine knows their

markets and the needs of their
customers.

So when Outboard Marine

wanted a foreign insurance under--
writer for its risks abroad, it
wasn't -unnatural that they and
their brokers picked one who knew
the markets and Outboard Marine's
neBds. And-0-ould deliver with

-all the power you'd expect from a-
top of the line organization.

They chose AFIA with its more
than 3800 employees abroad and
over 220 branch offices: Trained

-and knowledgeable, AFIA knoWS
the market the way a good captain
knows the waters...the reefs you
can see and the ones out of sight.
- That's one of the reasons why

90 of the top 100 companiesin
America doing business abroad
insure with AFIA.

1
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editorial opinions

A blot on aviation safety history
A YEAR AGO last week, Business Insurance reported

11 that a National Transportation Safety Board official
had told us the Federal Aviation Administration's "willful

foot-dragging" on a safety recommendation first made by
the board in 1966 may have contributed to an assortment
of air disasters since then that claimed the lives of hundreds

and countless aviation insurance dollars.

Then, in the last issue of this magazine we reported that
the FAA has finally proposed a rule that would require big
jets to carry what is called ground proximity warning de-
vices, 16-pound computers costing about $10,000 each de-
signed to prevent what air safety experts call controlled
flight into terrain, or crashes in which a mechanically sound
aircraft crashes into ground or water.

The FAA proposal, however, would still not have the de-

vice on all aircraft much before late next year, and this has
prompted the investigations subcommittee of the House inter-

state and foreign commerce committee to bluntly tell the

FAA they want the device on board aircraft sooner than that.

The FAA's behavior in this matter, in the face of evidence

that seems very convincing indeed, has been nothing short

of abominable. The investigations subcommittee should dig

into the matter thoroughly.

The list of aviation accidents that may have been pre-

vented in recent years had ground proximity warning de-

vices been required reads like a Who's Who of aviation dis-
asters.

National Transportation Safety Board chairman John W.

Reed told the House subcommittee the device might have

prevented 15 air crashes since 1968 in involving 400 fatali-

ties, among them a crash in 1971 that killed 75 persons in

West Virginia, including the entire Marshall University

football team. In addition to that, there are five crashes still

under investigation, which killed a total of 179 persons,
similar to crashes said to have been prevented by ground

proximity warning devices. Among these is the Sept. 11 crash

of an Eastern Airlines DC-9 jet in Charlotte, N.C. The plane
crashed on what seemed like an otherwise routine approach

to the Charlotte airport. (Ground proximity warning de-
vices measure the distance between the aircraft's hull and

the terrain on the craft's projected course. When a danger
point is reached the ground proximity device warns the pilot
to pull up.)

From a risk management standpoint, the case for ground
proximity warning devices is brought home dramatically-
in the sense of dollar signs, that is-by the crash of an East-
ern Airlines L-1011 in the Everglades, Fl., in December 1972.
One hundred persons died in that crash. Liability claims are
still being litigated, but already it's estimated that settlements
by Eastern's primary insurer, Associated Aviation Under-
writers, and others have reached $35 million (Business In-
surance, Sept. 16).

A year ago, when the National Transportation Safety
Board official we talked to for our story charged the FAA
with "willful footdragging," we went to some aviation risk
managers and aviation underwriters for some reaction. Sur-
prisingly, we thought at the time, airline risk managers and

aviation underwriters were singularly unwilling to get in-
volved in-or even investigate for themselves-the details
surrounding the safety's board's charge.

One underwriter, for example, told this magazine the dis-
pute was a "feud," was "ridiculous" and had its basis only
in politics. "At present," he said, "there is no magic device
available to prevent accidents. If there was we'd do some-
thing about it."

Then there was this from the risk manager for a major
airline: "I don't think you'll find one risk manager for an
airline who has any control over loss prevention in the
flight area. It's a highly technical field, and we have to
leave it to the flight boys. But believe me, if the insurance

pools did know of a device that could prevent crashes, they'd
be ramming it down our throats."

The circumstances surrounding the ground proximity
warning device controversy is one of the biggest blots on
aviation safety history and it deserves the attention of a
Congressional investigation. It's a case of FAA inaction.
Why? It's a case of timidity on the part of the National
Transportation Safety Board for not taking the matter to the
proper people. Why? It's a case of aviation underwriters-

and, worse, airline risk managers who seemed to display an

over-reverence for the "flight boys" in this particular situa-

tion-standing on the sidelines with their hands in their

pockets. Why?

ASIM dues
THE RECENT FLAP over a proposed dues increase by
1 American Society of Insurance Management's president,

E. William Altstaetter, has been fun to watch. Not, mind you,

because of the number of dollars involved, but because it
shows there are some warm bodies out there paying atten-

tion. Bill Altstaetter should be chuckling to himself, and

maybe he is.

It seems that the ASIM president put a letter in the mail
to the membership proposing that dues be increased from
$65 a year to $200. As one ASIM insider put it, the $200 fig-
ure was "Bill's honest-to-God feeling of what dues 'ought to
be.

'N

Anyway, many ASIM members, perhaps looking at the
trees instead of the forest jumped all over the proposal.
After all, translated into a percentage increase it came to
more than 200% and even in these days of double-digit in-
flation it's tough to sneak an increase of that much through,
in spite of the fact it's probably long overdue.

We hope Bill Altstaetter doesn't take the indignity ex-
pressed by some ASIM members personally. He was seek-
ing the substantial increase to fund some rather substantial
goals ASIM has set for itself in the next five or so years. And
when you set goals without first settling the matter of where
funds will come from to finance them you ought to be pre-
pared to take a little heat. If you're not, you won't get any-
thing done. Will you?
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letters
This column is a readers' for-

um. Letters are welcome. Address

letters to the Editor of Business
Insurance, 708 Third Ave., New
York, N.Y. 10017.

Copy of a copy
To the Editor: Your issue of

Business Insurance dated Sept.
10, 1973, contains an article on
page one concerning ITT and the
"Longuenesse Fire." I was shown
a photocopy of a photocopy of a
photocopy etc.

To assist me in my position as a
lecturer in building construction
at Marleston Technical College
( 1) can I purchase a back copy of
the original article, or (2) have
your permission to reproduce por-
tions of this article (if you can
oblige me with a copy) when dis-
cussing the topic of of automatic

sprinkler installations. The copy
which I have access to is so poor
that any further copying will
make it only more difficult to
read.

The information extracted from

the article would be used for edu-

cation purposes of this college,
Thanking you in anticipation.
D. R. Newbery

Henley Beach, South Australia

Editor's note: A copy is enroute,

with our compliments; and, les,
volt may feel free to reproduce it
for educational purposes as long as
Business Insurance is the attri-

buted source.

Agent/Broker
To the Editor: We have been

avid admirers and subscribers of

Business Insurance for a number

of years. We are also one of the
larger independent brokerage
firms on the West Coast.

We have become extremely in-
terested in reviewing your Agent/
Broker Profiles and have won-

dered why we have not been in-
cluded. Possibly, the request for
information was discarded here

or misplaced. Nevertheless, we
would very much be interested in
becoming a part of your report.

Our premium is in excess of $20
million and we have several

branch offices.

Please do what you can to put
us on the list and forward the nec-

essary request for information.
Richard P. Metcalfe

Exec. vp, Albert M. Bender Co.
Inc., San Francisco, Ca.

Editor's note: -For several
months prior to the annual Agent/
Broker issue, we have information
in Business Insurance about the

prerequisites for listing, and how
to obtain the necessary forms to
fill out. Also, we will file any
queries like vour, so that vour
name will be included in next

vear's mailing.
Continued on page 18
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How to put together that big sale
you always dreamed of.

There are two ways:
An insurance man can sit tight and wait for

that legendary "big one" to come along. Which
usually means he waits a long, long time.

Or he can stop dreaming and put together a
lot of "little ones:' By developing a special program
for members of a group or industry who have sim-
ilar insurance problems and untapped group buying
power.

If thatk the way you go
a lot out of a little we can help:

First, by giving you a
frank and fair appraisal of your
special program idea. (If we
think the only big thing
you'll get out of it is a big
headache, we'll tell you
so. And tell you why.)

Z

4

making

But, if everything looks good, we'll give you
a sensibly-priced package-induding workmen's
comp and umbrella. Even manuscript forms don't
spook us.

We've done all this for lots of agents and
brokers who came to us because they had good
ideas-but no dependable market.

What makes C&I dependable?

Here you'll find a unique department- set
up and staffed spectfically to develop and under-
write special programs. Which means you get the
underwriting expertise you want. Plus the service
back-up you must have.

This is what you need to help you secure
that big sale you've been waiting for. Without
waiting.

Sound good? Let's talk. About your ability
to market a program. About our ability to back you
up. And about our combined ability to make money.

Just mail the coupon today. We'll get in touch
with you fast. Not with a brochure; with a personal
letter from the Manager of our Special Programs
Department.

4

1

We welcome inquiries from any licensed agent or broker. You don't have to be a regular producer to place business with C&I.

r

Commerce and industry 
Insurance Company i

1

Dept.BI104,125 Maiden Lane, New York, N.Y. 10038. ,

I'm interested in hearing from your Special 
Programs Manager.

1

Name
Ptl..PRINTTitle 

Company ,
Address ,

1
City

____________-Il-----J
State _ Zip

-*m A Member Company of
American International Group
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letters
Who has no-fault?

To the Editor: Apparently con-
fusion still reigns.

In your August 15, 1974 edition
of Business Insurance on page 4,
I read with interest that more
than one half the countries popu-
lation now has no-fault and that

legislation has been passed in 23
states. There followed a list of

the states involved indicating
that 15 states had enacted no-

fault legislation with some re-
strictions on the rights to sue,
and eight states had passed no-
fault legislation without restric-
tions on the ri*ht to sue.

I came across an article on

page 12 of the same edition a few
minutes later coming from Wash-
ington wherein the senior vp
from the Aetna Life & Casualty

Company advised Congress that
only 14 states had enacted some
form of no-fault legislation and
that every other state had reject-
ed no-fault at least once, and
others three or four times.

Perhaps because Chicago is the
center of the nation such news

from the outlying states travels
faster and reaches that hub of
commerce before it triclles

through to that hub government
in Washington.

Perhaps you should take it
upon yourself to inform Congress
of the news.

Donald IL Worgess

Worgess Agency Inc., Battle
Creek, Mi.

Editor's note: Both stories

were conect, to some degree. Ac-
cor(ling to State Farm Insurance
Cos., an objective observer, some
15 states now have passed laws
which restrict the right to sue
for noneconomic loss. They are

Ma., Fl., Ct., N.J., Mi., NY., Ut.,
Ks., Ni., Co., Hi., Ga., Ky., Mn.
and most recently Pa. Eight
others do not restrict suits for
non-economic loss. Some people
construe these as true no-fault

laws, others don't. The states are
De., Or., S.D., Va., Md., Ar., Tx.,
and S.C.

Court citations
To the Editor: In your Busi-

ness Insurance issue dated Au-
gust 19, 1974, on page 43, the
article appears, entitled "Hold
harmless forms pose biggest
problem area".

In the next to last paragraph of
this article, the following is stat-
ed: "Courts in a number of

states, most recently Washington
and Michigan, have held broad
form (hold harmless) agree-
ments unenforceable." I realize

that the article originated in New
York but I would appreciate very
much if I could be furnished with

Our
Workment Comp

mustbeprettygood.
Weinsurealot

ofourcompetition.
No kidding. We write the Workmen's

Comp for some of the largest insurance
companies in th2 United States.

They know a good insurance program
when they see one.

They know Commercial Union
wrote the first policy of this type in

America, way back in 1886, and
that over the years, we've pioneered

innovative plans and services to
meet our customers' changing needs.
They know we offerawide range of

rating plans: guaranteed cost,
participating, retention and

retrospective. They know Commercial
Union has the

experience, and the
flexibility to write -S'*.

imaginative policies
that keep costs down.

And let's face it.

Keeping costs down is
pretty important, even A
for some of the largest
insurance companies

in the country.

HomeOffice One Beacon Street, Boston, Ma. 02108

the court citations relating to the
Washington and Michigan courts
which rendered the decisions re-

ferred to above. Thank you in
advance.

Ben C. Bresteff

General counsel, AAR Corp.,

Elk Grove Village, IL

Editors note: We are not able

to cite the actual court cases in-

volved. Does one of our feaders,
a contractor perhaps, have infer-
mation which would help us
obtain the citations to answer

this query?

Liability seminars
To the Editor: Your Basiness

Insurance week of September 2,
1974 featured a product liability
meeting, on Pages 42,43 and 44.

The purpose of this letter is to
find out more about the organi-
zation that schedules these meet-

ings. Perhaps you can redirect

Our competitors know how much they
save with Commercial Union, and they
know how much they gain, toa. They
know they're getting one of the fastest
claims services in the industry, which
makes it very easy to file a claim Plus
one of the most rigorous loss prevention
programs available anywhere.
Which makes it harder to have one in
the first place.
In short, we think we offer the best
deal, and the best services, of any
Workmen's Comp writer in the
business. After all, we insure a lot of
our competition. We're probably

insuring your
competition, too.
So maybe you ought
to ask your Independent

5ut us. (
Commercial Union.

One of the largest
international

insurance groups in
the world.

r.

the inquiry appropriately.
1. What is the name of the

group that sponsors the meet-
ings? Do they have an address?

2. Can you report if there is a
local chapter for Cleveland based
personnel? Provide their address
or contact references.

Russell W. Frank

Ferro Corp., Cleveland, Oh.

Editor's note: The Newark

College of Engineering in New-
ark, NJ. sponsored the seminar
on product Iiabilitv. This was the
fifth annual conference stressing
prevention of liability. There is

no local chapter in Cleveland.
For more information on future
product liability seminars at the
college, you can contact Prof.
John Mihalaskv at 201-645-5341.

The dates of the 1975 seminar are
already set for Aug. 20 through
22.

Benefit studies
To the Editor: Your Business

Insurance magazine is among the
most informative and valuable

publication in my library. I espe-
cially enjoy your analysis of the
various fringe benefits made
available by different employers.

I am currently evaluating our
company's fringe benefit pro-
gram and would appreciate any
information you could provide in
the form of:

1. A single list of fringe bene-
fits generally made available by
employers.

2. Any listing of fringe bene-
fits ranked by percentage of em-
ployers using the fringe.

Although we are a small res-
taurant chain in the Midwest, we
compete with industrial firms
like General Motors for employ-
es.

Obviously, we cannot provide
the same benefit level available

to General Motors employes, we
still must be aware of the benefit

level in order to evaluate its im-

pact on our company.

Alit-Depoy
Treasurer, Bill Knapps' Michi-
gan Inc., Battle Creek, Mi.

Editor's note: While we are

aware of several such benefit corn-
parison studies done by emplove

benefit planners and consultants,
perhaps one of our readers who
regularly uses analyses of this kind
can provide some timely direction
for Mr. Depoy.

Reprint permission
To the Editor: We would like

your permission to reproduce the
article entitled "It's good to offer
aid to person in distress, but use
reasonable care '" by William H.

Rodda, published in your Aug. 5
edition of Business Insurance. We

would like to reprint it in our
employe publication, Hoofbeats,
or as a separate mailing piece to
our members.

You are to be congratulated for
publishing this article and we
look forward to bring the valua-
ble information it contains to all

owners and operators of Best
Western Motels.

Best Western Motels is the

world's largest network of indi-
vidually owned and operated mo-
tels with over 1,250 properties in
900 cities in the United States,
Canada and Mexico.

We feel we would be doing our
motels a great service by making
the article available to them.

India Nolen

Hoofbeats editor, Best Western
Motels, Phoenix, Az.

Editors note: Permission

granted, as long as Business Insur-
ance is credited.



initial costs for pension
act are $9.65 million

WASHINGTON-The Labor

department told Congress last
month it will need $9.65 million
for "start-up costs" of new pro-
grams in the department man-
dated by the Employe Retirement
Income Security Act of 1974.

The appropriation would cover
anticipated expenses for the cur-
rent fiscal year which ends next
June, but is considerably lower
than the $30 million Labor orig-
inally requested. The larger
amount was cut by the White
House Office of Management and
Budget.

Full year appropriations for the
fiscal year beginning next July
could run as high as $50 million
or $60 million, according to assist-
ant Labor secretary Paul Fasser.

The appropriation is to pay for
.the hiring of 350 new employes in
the Labor Management Services
Administration, the Labor de
partment agency which will have
responsibility for most of the new
department programs created by
the pension reform bill.

SOME LABOR department of
ficials predict that as many as 2,
000 new employes, or more, might
eventually be needed in the de
partment as a result of pension
reform.

"Regulations establishing the
standards of reporting, disclosure
and fund operations under which
the administrators of employe
benefit plans must operate will
need to be developed and dissem
inated," Rich ard F. Schubert,
Labor department undersecreta
ry, said.

"This effort must be completed
by Jan. 1, 1975, in order that these
administrators may comply with
the initial reporting date of April
1, 1975, for the receipt of plan de

INA offers a

cash flow'

supplement
PHILADELPHIA-A risk man

agement and insurance evaluation
service that INA is terming "cash
flow insurance" is being offered
to large'and small clients.

Rather than offering any new
type of coverage, the insurer is
combining evaluation and ap
praisal services with available
INA insurance policies.

"The name of the game today
in American business is cash
flow," said Richard Light, vp at
INA. "For many years, the insur-
ance industry has done an accept-
able job in protecting the physical
exposures of American business,"
continued Mr. Light. "But with
today's inflationary climate and
the sharp focus on cash flow, a
business needs more than regular
insurance protection."

INA PROPOSES to supplement
regular insurance coverage with
a number of consultation services,
including:
• advisory services on new fed-
eral regulations;
• rehabilitation services;
• real property evaluation;
• cargo damage control;
• inventory certification;
• loss control service;
• salvage and appraisal facilities;
and,
• claims service.

Rates for these services are
"impossible to define," according
to Mr. Light, since the services
are tailored to suit each custom-
er's individual needs. •

scriptions," he said.
"In addition, the department

must be prepared by Jan. 1, 1975,
to investigate complaints regard-
ing the breaching of fiduciary
standards on the part of plan ad-
ministrators.

"At the same time, we must be
prepared to deal with requests
from plan administrators for ex-

emption from or variances to as-
pects of the legislation," accord-
ing to Mr. Schubert. "All our
efforts will require massive in-
formational efforts in order to
maximize effectiveness."

The Labor department has pri-
mary responsibility for enforce-
ment in the reporting fiduciary,
and disclosure areas of the new
law. •
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I:IMA MI*NAGEMENT XERVICEM

SPECIAL SPOTLIGHT REPORT

IN THE NOVEMBER 11,1974 ISSUE OF

n,INIEMN INXIJI:YllrCE

will include subjects like workmen's comp self-insurance · loss
control engineering · claims and administ'rative services · risk
management services • safety and OSHA consulting · captive
insurance company management · data processing for claims.

DON'T MISS THIS OPPORTUNITY. ADS CLOSE OCTOBER 30th.

New York:

708 Third Avenue

New York 10017

(212) 986-5050

Chicago:
740 Rush Street'

Illinois 60611

(312) 649-5275

Los Angeles:
6404 Wilshire Blvd.

California 90048

(312) 651-3710

FRICTION
INSURANCE

Thanks to Chromalloy's patented
process, vital metal parts are anti-
friction coated "chromalized" to
protect against abrasion, corrosion
and high temperature in fan jet
engines such as the one pictured here.

Through its local representative,
R.B. Jones ofSt. Louis, Inc.,The Home
Insurance Company delivers multiple
line coverage for this multinational
giant. The program includes property,
casualty and liability insurance sophis-
ticated enough to fit its growing in-
terest in metals, consumer products
and services. pharmaceuticals, textiles,
building products and more.

Your business insurance needs may
be local or multinational, simple or
complex In any case, Home has what
ittakes. Contact your broker or look for
your Home agent in the Yellow Pages.

Insurance
Companies
A CITY INVESTING COMPANY GROUP
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T o receive literature listed in Info for Buyers write
1 directly to the name and address accompanying each

item, mentioning that you saw the offering in Business
Insurance. Readers are welcome to submit items for

possible inclusion in the column. A sample of your
literature should be sent to Info for Buyers, Business
Insurance, 740 Rush St., Chicago, Il. 60611.

• Risk Management Reports, a

series of objective, well-re-
searched discussions of risk man-

agement topics, is published by

Business Insurance, a Crain Com-
munications publication, yet the

reports are editorially indepen-

dent of the magazine. There are

six issues a year, and each con-

centrates on a special topic, such

as risk management in Europe,

product liability control and the

risk management function in

management. Subscription is $60

per year. Write Business Insur-

REMEMBER THE "CAPACITY CRUNCH" OF 1968-71?

Don't be left 6'high and dry"
next time.

When the market was tight a few years

ago, our Member Companies, using the

facilities of Improved Risk Mutuals,

provided needed capacity for their

Ft/Mr agents. We had it then. We have capac-

ity now... an4 we'll have it in the future.

Over the long range, for capacity, sta-
/*44,461DX.BE' 1

L- - , bility and service, you can counton /RM.

Atlanta · Chicago • Dallas • Detroit · Greensboro • Los Angeles • San Francisco
CONTACT A MEMBER COMPANY: American Manufacturers • Central Mutual

IRM
Consolidated Mutual • Employers Mutual Casualty • Grain Dealers

Indiana Lumbermens • Iowa National • Lumbermens Mutual Casualty
The Lumbermens Mutual • Merchants Mutual • Michigan Millers

Michigan Mutual Liability • Millers Mutual • Pennsylvania Lumbermens
Pennsylvania Millers • Unigard Mutual • Utica Mutual

15 NORTH BROADWAY • WHITE PLAINS, N Y 10601

*J

}fil
E

CALL

TALBOT BIRD
FOR ALL THE
RIGHT REASONS
As specialists in inland marine under-
writing we know that the one all-
important qualification is the
ability to continually apply fresh
thinking to current problems.

Sometimes this indicates a need

for change. Often it reaffirms the
correctness of existing programs.
Why take a chance if you need the
right answers? Let us help you with
a sound basis for current decisions,
we expedite with expertise.

TALBOT, BIRD& CO., INC.
Marine Underwriters and Managers

156 WILLIAM STREET, NEW YORK, N.Y. 10038

ance, 740 N. Rush St., Chicago,
Il. 60611. Checks should be made

payable to Risk Management Re-
ports.

• Institutional Research Consul-

tants is offering a legal report
entitled The Current Trend of
Charitable Immunity as It Relates

to Tort Liability. The report de-
tails the charitable immunity doc-
trine in the United States,

including definition, history and
current trends. The latest court

decisions and legislative action

are also covered. The price is
$5.00. Mail requests to 5725 Fre-
mont Pike, Box 181, Stony Ridge,
Oh. 43458.

• The 1974 edition of the Busi-

ness Insurance Directory of Com-
mercial Insurance Agents and
Brokers is available. The directo-

ry contains information-includ-
ing financial data-on leading
insurance agents and brokers
serving corporate consumers of
insurance and employe benefit
plans. In addition, editorial fea-

tures analyze the agency and brok-
erage business. The single copy
price is $4.95; quantity orders ( 10
or more) are $3.95 per copy
Write to Business Insurance Di-

rectory, 740 N. Rush St., Chicago,
Il. 60611. Make checks payable to
Business Insurance.

• A booklet entitled How the

Lloyd's Market Works is the re-

sult of a seminar held at the

NAIA 1974 midyear meeting in
London. The article traces the

placement from the American
correspondent, to the Lloyd's
broker and eventually the Lloyd's
underwriter. Copies of the book-

let can be obtained from Anthony
C. Bova, CPCU, Senior vp-mar-
keting, Wohlreich & Anderson, 55
John St. New York, N.Y. 10038.

• Commerce Clearing House Inc.

is offering New 1974 Pension Re-
form Highlights, a simplified,

capsule coverage of the major
benefits and changes. Designed
for widespread goodwill distribu-

tion, the booklet is 48 pages long
and costs 50 cents per copy (mini-
mum order of $1.00). Write the

CCH, 4025 W. Peterson Ave., Chi-
cago, Il. 60646.

• Catastrophe Protection for
Banks and other financial institu-

tions is a magazine article reprint
written by the president of Wohl-
reich & Anderson Ltd. He warns

insurance managers not to rely on
industry insurance guidelines
alone. He provides and discusses
a detailed coverages check-list
suggested to supplement guide-
lines in determing catastrophe
insurance needs for financial in-

stitutions. For a free copy write
to Anthony Bova, Wohlreich &
Anderson Ltd., 55 John St., New
York, N.Y. 10038.

• Protection for Your Computer
Systems details some of the po-
tentials for losses due to failure to

take essential steps to protect
computer equipment and records.
For a free copy write B. Gorrilly,
Wackenhut Systems Corp., 3280
Ponce de Leon Blvd., Coral Ga-
bles, Fl. 33134.

• Royal-Globe Insurance has

prepared a 64-page booklet en-
titled Burglary Protection Devices.

It is profusely illustrated with
lock and alarm system diagrams,
and includes pointers on how to
protect against burglary. Cost of
the booklet is $1. Requests should
be mailed to Joseph Venturelli,
Corporate Communications De-
partment, Royal-Globe Insurance
Companies, 150 Williams St., New
York, New York 10038.

• The Property Loss Research
Bureau has released a booklet

dealing with the various loss ad-
justment problems involving con-
dominiums. The booklet sells for

$1.00 and is available by writing
the bureau, 20 N. Wacker Dr.,
Chicago, Il. 60606.

. Fire Protection Trends, a bi-

monthly newsletter published by
the Sierra Group, a nationwide
fire protection consulting engi-
neering organization, contains

news items concerning develop-
ments in the fire protection field.
To be placed on the mailing list
without charge, write Kenneth E.
Berg, The Sierra Group, 145 Na-
toma St., San Francisco, Ca.
94105.

• An information packet on a
concealed automatic sprinkler

called The Unspoiler is being of-
fered by the Star Sprinkler Corp.
The sprinkler is designed in 16
color styles to match ceiling tiles.
The packet includes engineering
specifications and installation in-
structions. For a free copy, write
Bob Worthington, vp of Sales,
Star Sprinkler Corp., 4545 Tacony
St., Philadelphia, Pa. 19004.

• National Loss Control Service

Corp. has a brochure entitled
Toward a More Quiet Environ-
ment. NATLSCO's noise and vi-

bration consulting service is

described along with examples of
typical jobs and details of their
complete sound laboratory. They

are not affiliated with manufac-

turers of noise control products
and so their consultants are able

to choose the best solution for

each problem. To obtain a free
copy of this brochure write Na-
tional Loss Control Service Corp.,

IEng Grove, Il. 60049.

. Micro-Gen Equipment Corp. is
offering a free booklet outlining
the capabilities of Micron Gener-
ation equipment for control of
smoke odor and other undesirable

odors. For free copies of the book-

let write the company, 4418 Wood-
cock Dr., San Antonio, Tx. 78284.

• Basic Drug Program, released

by Paid Prescription, describes
how the program operates, some
highlights of the program, Paid
Prescription locations and utiliza-
tion and cost control. For a copy
write the company, Richard J.

Wolpert, 875 Mahler Rd., Burlin-
game, Ca. 94010.

. Insurance Tips for Not-so-Big

Businesses, released by Zurich-
American Insurance Cos., offers
suggestions that should lower
your premiums. The brochure ex-
plains why and how they care

about your costs and safety too.
For a copy write Zurich-Ameri-
can, 111 W. Jackson Blvd., Chica-

go, Il. 60604.

• Werbel's General Insurance

Guide is an encyclopedia of all
forms of insurance other than life.

It includes independent chapters
for various types of property

and casualty insurance. Approxi-
mately 2,400 pages are included in
this updated publication. Business

1



Insurance readers are offered a

one-third discount, making the
cost $27.00 plus New York sales
tax, if applicable. For a copy of
the guide write V. Merkel, Circu-
lation Department, Werbel Pub-
lishing Co., 595 Old Willets Path,
Smithtown, New York 11787.

. The 1973 Argus F.C.& S. Chart,
an annual statistical publication,
is now being distributed by the
National Underwriter Co. This

year's chart has detailed exhibits
of the financial and operating re-
ports of 1,036 insurers of all types.
Copies may be obtained for $4.95
per copy from the company, 420
East Fourth St., Cincinnati, Oh.
45202.

. Unigard Insurance Group of-
fers a free Occupational Safety
and Health Administration record

keeping service to policy holders.
Triggered by routine claims, Uni-
gard says they will make it unne-
cessary to complete OSHA form
number 101 and they will advise
on additional information re-

quested. For more information on
the record keeping service write
Unigard, Charles G. Jones, Finan-
cial Center, 1215 Fourth Ave.,
Seattle, Wa. 98161.

• An 80-page catalog, including
a 20-page OSHA reference sec-
tion, has just been published by
Seton Name Plate Corp. The four-
color catalog illustrates and de-
scribes hundreds of accident pre-
vention signs and tags which are
offered ,to exactly meet OSHA
requirements. A handy sign selec-
tion guide is furnished in chart
form to help the reader quickly
identify and select the proper
signs and tags to meet OSHA ob-
ligations. For a free copy write
Seton, Dept. NR4, New Haven, Ct.
06505.

. Organizing for OSHAct: A

Management Challenge focuses

on developing a systematic mana-
gerial process aimed for OSHA
compliance. The book, issued by
Risk Treatment Services Co. Inc.,
includes a management informa-
tion system, employe orientation,
appraisal of conditions, decision-
making tools, recordkeeping sys-
tenns and an OSHA-oriented

approach to purchasing, personnel
training and product design. The
cost of the book is $7.50. For a

copy write James 0. Matschulat,
Risk Treatment Services, 6 E.

43rd St., New York, N.Y. 10017.

. Comprehensive Health Insur-

ance, underwritten at Lloyd's of
London for the first time, has

been released by Illinois R. B
Jones Inc. This is a descriptive
brochure about a new accident

and health plan. For a free copy

write T. Cath, Illinois R. B
Jones, 175 W. Jackson Blvd., Chi
cago, Il. 60604.

• Photographic Identification

Services details the need for a

positive identification system and
how the Wackenhut photo ID
system is utilized by business, in
dustry, institutions and the pro
fessions. For a free copy write J. C

Bachmann, Wackenhut Corp., 3280
Ponce de Leon Blvd., Coral Ga-
bles, Fl. 33134.

• The Aetna Life and Casualty
Co. has made available a kit con-

cerning the Occupational Safety
and Health Act entitled Obliga-
tion or Opportunity. The kit

includes an introductory booklet
pertaining to OSHA in general
and three individual booklets;
Sources of information, Premises
inspection guide, and How to
avoid duplicate recording keep-
ing. Write William F. Madison,

Aetna Life and Casualty Co., 151
Farmington Ave., Hartford, Ct.
AC 1 1 4

First legal plan with
emp/oyer contributions

NEW YORK-After three years
of extensive research into prepaid
legal plans, Tolley International
Corp. has instituted such a plan,
the first of its kind under the Taft-
Hartley Act, recently amended to
permit employer contributions.

The 100,000 members of the
Office & Professional Employes
International Union, AFL-CIO, en-
titled to this new benefit at Tolley,
have been asked to include in fu-
ture demands, "the necessary em-
ployer contribution of $50 to $120
annually per member". This will
allow the various locals through-
out the states and Canada to par-
ticipate in the trust fund set up
for these legal services.

Objectives of the new prepaid
legal plan include:

• improvement of the avail-
ability of legal services;

• development of the lawyer-
client relationship in a non-crisis
or non-litigation situation;

e improvement of the prospect
of obtaining quality legal services
at a reasonably low cost.

Corporation president, Russell
M. Tolley, cited a dire need for
legal services for middle income
families earning between $6,000
and $18,000 a year.

"TO THIS group (and, indeed,
to many families with incomes far
higher) being named a defendant
in a law suit or criminal charge
would rank second only to major
illness in terms of catastrophic ef-
fect," he said.

Unfortunately, the chances of your pension plan
taking "early retirement" are greater than ever before.

Simply because pension planning has become so
complex: growing union demands, spiraling inflation costs,
ever-changing legislation. All good reasons for a growing
company to seek out the best possible pension advice and
counsel. As offered by the consulting actuarial division
of Alexander & Alexander Inc.

Through first-hand, in-person consulting, our fully
quali fied, professional actuaries can show your company
how to make the most of today's changing trends-and
more important, tomorrow's.

It was pointed out that mem-
ben; of this group "may realize
they have a problem, but out of a
fear of the cost of legal services
decide not to take the matter to a
lawyer.",

Provisions of Tolley Internation-
al's plan encourage preventive law,
by encouraging the employe to
consult counsel before the situa-

tion grows to catastrophic propor-
tions.

THE COST NEED not overly
concern the employe since it is fi-
nanced through nnonthly employer
contributions ranging from less
than $5 a month to $10 per em-
ploye.

"This monthly payment has
the effect of budgeting for the costs
of relatively inexpensive, useful
legal services, and, at the same
time, provides insurance for major
legal problems where substantial
legal expenses may be involved,"
the benefit booklet pointed out.

The plan is divided into seven

DO

business insurance, October 14, 1974/23

sections of coverage. The sections
include:

e consultation, with a benefit
limit of $80 per calendar year;

• domestic relations, with a
benefit limit of $500 per year;

• real property transactions,
with a limit of $150 per year;

• economic matters, with a limit
of $450 per year;

• criminal matters, with a $3,-
000 limit per year;

. defense of civil suits and ad-

ministrative matters, with a limit
of $1,000 per year;

• representation of plaintiff or
moving party with a $200 limit
subject to a $50 deductible.

Each benefit section is broken
down even further to cover the en-

tire gamut of legal services.
Members of the group legal plan

are free to choose their own law-

yer, making this particular plan
an open panel as opposed to a clos-
ed panel where members of the
group must choose from specific
attorneys. I

The whole idea being: to help your company pinpoint
the right level for its pension costs, streamline its plan
administration, and let you get the most out of your
company's hard-earned money.

For more information on pension planning and other
employee benefits, talk to us.

We're Alexander & Alexander. Consulting actuaries
and employee benefit specialists. Risk managers for
business and industry worldwide. Insurance brokers, agents
and consultants.

Alexander & Alexander Inc., Information Services,
Dept. F, 1185 Avenue of the Americas, New York, N.Y. 10036

Alexander
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Defend U.K. risk man against charge
that he' sa' poor relation of ASIM'

LONDON-Risk rnanagers in
Britain are still intrigued by the
Business Insurance Risk Manage-
ment Report No. 1 on Europe and
the U.K. which got sharp atten-
tion earlier this year (Business
Insurance June 10).

Insurance, a magazine pub-
lished by the London Financial
Times, commented at that time:
"The overall picture drawn by the

report is one of the UK and Eu-
rope being virtually ignorant of
the principles of risk manage-
ment, merely waiting for the U.S.
experts to showthem the way."

John R. Parkinson, chairman of
the Assn. of Insurance Managers
in Industry and Commerce,
(AIMIC), defended his members
expertise when he reviewed their

i

approach to the subject recently.
He told Business Insurance in

an exclusive interview: "I'd cer-

tainly defend the U.K. and Euro-
pean insurance/risk manager
against any contention that he's a
poor relation of his ASIM coun-
terpart."

HIS MEMBERS' organization,
AIMIC, is growing steadily in
prestige, he feels.

To suggestions that risk manag-

ers in Western Europe might be
behind their U.S. counterparts in

their handling of insurance mat-
ters, Mr. Parkinson, who is group
insurance manager for the big
U.K. chemical group Albright and
Wilson, said: "Certainly risk

management has still a long way

to go in the U.K., but surely no-
body is suggesting that it has
reached its goal in America."

He went on to outline in detail

how risk management is being
studied in Britain.

"Firstly, I think it's impor-
tant to define just what is covered
by the words," he contended.

"The term 'risk management'

was indeed imported from Ameri-
ca some years ago, but that does
not mean to imply that the prin-
ciples of risk management were

imported at the same time.
"Any good insurance manager

has always been closely involved

with fire insurance surveys, safe-
ty surveys and employers' liabil-
ity claims investigations, fire

prevention, security, decisions as

Become a card carrying capitalist.

to self-assumption or self-insur-
ance of risks, risk transfer and
other aspects of risk management
which were practiced long before
we used the term to describe

them.

"Really, the recent develop»
ments in the field have been

towards sophistication of what
has been going on in the UK and

Europe, as well as America, for
many years."

HE ARGUED further: "We've

always in Britain considered this
wide range of involvement as

being part and parcel of the good
insurance manager's job. It's for
this reason that most of our mem-

bers still use the title insurance

manager, rather than risk manag-
er. But this doesn't imply any
lack of expertise.

"My association, that is
AIMIC, now has over 400 mem-
bers. Insurance or risk manage-
ment is their prime responsibility.
Considering the size of the two
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marketing specialists. It will get you fast frank answers
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Here's how it works. When you need mass marketing
information just call the number. Give your name and

IT S YOURS FREEt yourspecial NALAC account number... and we're atyour
service. We think you'll find that your North American Life Line card is a very valu-
able addition to the service currently provided by our company underwriters. Send
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North American Life and Casualty Company, 1750 Hennepin Avenue, Minneapolis,
Minnesota 55403. You'll be richer for it.
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LIFE AND CASUALTY COMPANY

1750 Hennepin Averue, Minneapolis, Minnesota 55403

countries, I think that compares
very favorably with the 2,000 or
so members of ASIM.

"Our bases of membership dif-
fer. Ours in Britain is on an indi-

vidual basis, and our rules for
membership are very rigid. Mem-
bers are actually engaged in work
of prime responsibility in insur-
ance or risk management depart-
ments.

"I understand ASIM member-

ship is corporate. I think I'm right
in saying there are many individ-

ually nominated members of

ASIM where insurance is not the

prime function of the member.
"The philosophy of risk man-

agement is growing apace among
British management."

AS FOR EUROPE, Mr. Parkin-
son asserted: "I'd certainly dis-
pute the statement from some
sources that insurance is consid-

ered a rather mysterious and
complicated necessity by most
Europeans, and the term risk

management is almost unheard of.
"My involvement with my

counterparts in Europe certainly
doesn't support this. It's a totally
unfounded allegation. There's a
high level of expertise. Organiza-
tions like AIMIC and ASIM have

been formed in various European
countries, and this wouldn't have
happened if there hadn't been

enough insurance/risk managers
wanting to get together on their
common problems."

He explained that AIMIC sup-
porti the idea of a European Fed-
eration of Insurance Buyers, in
which other countries will partic-

ipate. And, in fact, insurance
buyers from several countries
have met together since Britain

joined the E.E.C. (European Eco-
nomic Community).

With nine different national

legislations in this common mar-
ket, as it is styled, there is a need
for European insurance buyers to
speak with one voice on their
views at times.

"But just put a dozen ASIM
members, and a dozen European
insurance/risk managers togeth-
er round a table on specific prob-
lems, and you'll quickly find their
expertise is high all around," Mr.
Parkinson concluded. •

R.R. safety
violators

on increase
WASHINGTON-U.S. railroads

paid nearly $1 million in fines for
safety violations in the fiscal year

ending last June, the Federal
Railroad Administration (FRA)
has reported.

The total was $944,372 based on
4,564 claims, an increase of $89,-
264 over the previous fiscal year

when 4,140 claims were settled, ac-
cording to the FRA report.

The average claim settlement,
based on these figures; was $207.

"WE ARE NOT happy that the
number of claims has increased

during this past fiscal year," FRA
administrator John W. Ingram
said. "It is, unfortunately, another
sign of the badly deteriorating
plant and equipment of our rail-
roads.

"Safe operating conditions must
be maintained, however, and we
are doing our best to help the
railroads improve a pretty gloomy
accident picture," he said.

FRA employs 185 inspectors
whose primary assignment is to
monitor the safety inspection
forces employed by the railroads
themselves.

Railroads are exempted from
coverage by the Occupational
Safety and Health Administration
(OSHA),



They-dont need
lifeinsulnnce.

111ey need assumlice!

Assurance to cope with credit problems, cash flow, and business overhead
expenses for the sole proprietor.

Assurance to solve complex employee benefit programs for the
corporation-large or small.

Higher income business and professional people need
more than life insurance. They need more alternatives
in the face of inflation, interest rates, profits and
government policy. That's why more of these individ-
uals are recognizing the unique capabilities of
Continental Assurance Company.

A New Kind of Financial Planning
Continental considersyourtotal needs...the business
and personal you...as well as the legal and living
you. This more innovative, business-oriented system
provides a better way to determine:

1. Security objectives
2. Estate creation objectives
3. Asset accumulation objectives

Assurance to find a realistic mix between investment and security for
the man wit, tax problems.

Assurance to guarantee continuity of the business enterprise if something
happens to one of the principals.

It is a Different Approach

Continental's estate and business planning involves
more than the services of a life underwriter. Your

needs receive the attention of risk theory specialists,
money managers, cash f low experts, as well as tech-
nical consultants in taxes and equities. Most people
are pleasantly surprised atthis flexibility and expertise.

Continental Assurance, The Estate
and Business Planning Specialists

During the last decade, Continental Assurance has
doubled in size, primarily as a result of serving the
special financial needs of the business and professional
community.

Serving this market has made Continental Assurance
the sixth largest stock life insurance company in the
United States, with nearly$17 billion of life insurance
in force and more than $2 billion in assets.

Ask your Lawyer or CPA About It

Last year, 28,895 Independent Insurance Agents
selected a Continental Assurance program for their
clients (and those agents were free to pick any of our
1800 competitors). Many of those appointments were
initiated because an attorney or accountant needed
to take a fresh look at a client's financial profile.
Perhaps that's the path you should take.

We add Assurance
To Life In An Unsure World

Continental Assumnce Co.
Estate and business planning CONTINENm15SSURRNCE @.

I PAer Of CNI N HANC'Al Coe...ON

Contact your insurance broker or a Continental Assurance sales office. C4eck the Yellow Pages.
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Gillette seeks to shave fire risks

from European production facilities
By MARGARET LeROUX

BOSTON, MA.-Upgrading the
fire protection standards of Gil-
lette's major European production
facilities has been "our biggest
project" in recent months, accord-
ing to Bill Mather, corporate risk
manager.

The goal of the $2 to $3 million
project, Mr. Mather explained
from his office high atop the
Prudential Plaza, overlooking the
greater Boston area, is to achieve
HPR status for the plants. "We
want to make sure our risks are
as good as we can make them,"
he said.

Once the project is completed,
(sometime this Fall, Mr. Mather
estimated), the next item on the
agenda is upgrading insurance on
the facilities.

Gillette insures all its U.S. fa-
cilities against property damage
with the U.S. Factory Insurance
Assn. "We don't have a general
policy for our European plants,"
Mr. Mather said, "in the past
we've bought coverage on a coun-
try to country basis."

A REGIONAL policy under-
written by Switzerland General
insures facilities in France, Great
Britain and Germany against
pivperty damage.

The interrelationship among

Gillette plants (For example, the
West Berlin Trac II plant sup-
plies all of Western Europe)
means a greater exposure for
property damage and business
interruption.

"We're looking at a greater use
of regional policies to reflect this
exposure," Mr. Mather said, "The
problem is to get the best com-
bination of brokers and under-

writers to put together coverage
to reflect these factors."

Product liability is another im-
portant exposure for the company
whose 850 products are sold in
200 countries. Gillette's total sales
for the first six months of 1974

rose 22% to $583,974,000 from
$480,359,000 for the same period
in 1973. Total net sales for the

year ended 1973 were $1,064,427,-
000.

Before any product is put on
the market, it undergoes thorough
testing at the Gillette Medical

Evaluation Laboratory in Rock-
ville, Md. A consumer affairs de-
partment works with both public
relations and legal personnel to
develop and present company po-
sitions. The department handles
all product-related consurner cor-
respondence for the appliance,
Paper Mate, personal care, safety
razor and toiletries divisions. This

amounts to approximately 100,000

letters a year.

"MOST COMPLAINTS are set-

tled by refund or replacement,"
Mr. Mather said, "it's rare that
we get to the point of going to
court "

"We're willing to toe the mark
if we're liable," he continued,
"but we won't just write off a
nuisance claim with a settlement."

Gillette's product liability in-
surance is written by Commercial
Union and an arrangement with
the underwriter "allows us to

handle the case right up to the

courtroom door, if necessary," Mr.
Mather commented.

Commercial Union also writes

Gillette's umbrella liability policy
through Frank B. Hall brokers of
Massachusetts, .4 excess of

whatever local limits are for the

overseas facilities," Mr. Mather
said. In the U.S. the underlying
limit is $100,000.

Occasionally a special liability

policy is needed, as was the case
when a lion was used in a com-

merical for Tame cream rinse.

"I got to wondering what
would happen if the lion attacked
the model or damaged the studio,"
Mr. Mather recalled. He investi-

gated and found there was no
special coverage in the company's
general liability policy for that
particular situation.

Before a single roar was heard
in the studio, a special $3 million
property damage and liability
policy was signed with the Mt.
Vernon Fire Insurance Co.

Sharing the premiums for the
one-day policy were BDD&0, the
advertising agency and Sunlight
Pictures Corp; which filmed the
commercial. The paid $1,000 each.

It's been the policy of Gillette's

insurance department to avoid the
confinements of a package policy.

"For us, a package policy by
nature tends to be more rigid

than we like," Mr. Mather corn-
mented, "Whenever possible we
try to adapt the policies to re-
fleet our needs."

TWO SUCH adaptations Mr.
Mather has effected include in-

stallment paying of premiums for
the three-year domestic insur-
ance policies. For domestic cas-
ualty insurance, Gillette has

signed an agreement with Com-
mercial Union to defer payment
of monies used to establish re-

serves for claims not yet paid.
Mr. Mather explained: "If

/ '1 1 1 t} 1
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there is a Dlaim against us, we supply the insurance company
Bill rfiser·/e only 25 % of the with a letter of credit for tile
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Since the time involved in set- reserves while the claim is being
tling a claim is often cor-siderable settled.

the company has the' use of the Though the company has con-

Suppose you're faced with an jutomobile
fender-bender. Call UAC and we'll send an adjuster
who's an automobile physical damjge expert. With
his training, he can write his own esti-nate. And
becauseof hisexoerience, he'll know if the damaged
part can oe repaired instead of replaced. And just
how muchthe total cost should be.

What's more, he'll make sure you only pay for
the damage caused by that accident

Bes des automobile specialists we have adjusters
who are expens in trucks. Others in heavy-duty
equipment. Or mobile homes. Or -rotorcycles.

In fact, we have an entire divis on -Quality
Adjustment Service- which handles nothing but
physical damage claims.

Effic ent physical damage claims service is only
part of our story. There's a UAC adjus:er who's
trained to apply the same in-depth sii Is to
practically any assignment you have From property 
and liability claims to workmen's compensation. fi
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sidered self-insuring property and
liability risks, ,"We've found we
coulint do the administrative

work any more efficiently than
the insurance company is doing,"
Mr. Mather said.

Some areas, casualty and work-
men's compensation coverage, for
example, "involve a good rela-
tionship between us, the broker
and the underwriter," Mr. Mather
continued, "and we'd only change
if we were unhappy with the
service we're getting or if the
price we're paying is way out of
line with our own losses."

ANOTHER CASE in point is
the company's boiler and machine
insurance, written by Mutual
Boiler.

"We just went through com-
petitive bids for this insurance,
something we hadn't done for

eight or nine years," Mr. Mather
said, "and there's no indication
we'll change for another six
years."

"It's not one of our big policies,"
he explained, "our exposures
don't change radically, our ser-

And witt 375 service locations across the country,
our adj s. ters will get to the scene of an accident
fast. And settle it Fairly at a ow cost to you.

Ccn:rolling claims costs is one big reason why
over 850 insurance companies and self-insureds
used UAC services last yea-. For more information-

and more reasons-1-send the coupon. Or write our
head o:fice in Chicago.

UNDERWRITERS ADJUSTING COMPANY =
224 5. Vecker Drive

Chicago. 'llinois 60606

0 Send -ne information cn UAC,nd a directory

of offlces. |
I] Have a UAC account executive contact me.

Name

0

Corrp,rf:

State lip

0

0    -
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vice requirements are adequate
and claims level is minor." The

company suffered only three or
four minor losses of less than

$5,000 apiece in recent years, Mr.
Mather said.

Other policies Gillette has in-
clude travel and accident with

Continental Assurance and air-

craft with the Associated Aviation

Underwriters.

For policies with a mimimum
amount of service requirements,
"the main thing that's imporant
is price," Mr. Mather admitted,
"and we tend to take advantage
of the condition of the market."

Marine insurance is basically
split with the major subsidiaries

in Panama, England, France and
the U.S.

Gillette's insurance department
divides its risks into three areas:

protection of assets, protection of
earnings and protection against
third-party liability. "We are
fortunate in having a new com-
pany president whose first assign-
ment with the company was in-
volved with structuring the in-

surance department," Mr. Mather
noted. Colman M. Mockler, Jr.
was named president of the com-
pany this summer.

MR. MATHER came to Gillette
in 1963 and worked in the em-

ploye benefits department until
1 1966 when he was named head

of the corporate insurance de-
partment. The department was of-
ficially titled corporate risk man-
agement two and a half years ago.

Admitting, "Ifs impossible for
me to know everything that's go-
ing on in the company," Mr.
Mather compensates by "spending
a certain portion of my time edu-
eating people to be aware of risk
areas."

Another huge chunk of his time
is spent hopscotching the globe to
consult with managers of Gil-
lette's international subsidiaries

and one evening a week for the
next few months you can find
Mr. Mather in the classroom-he's

teaching a course in risk manage-
ment at the Insurance Institute

at North Eastern University.

With all the activity, does the

busy Gillette risk manager have
much time for theorizing? "When
asked to expound on the vast and
deep theories of risk manage-
ment," he quipped, "I like to

quote our new company presi-

dent: 'Whenever I get the urge
to theorize, I go lie down till the
urge passes.' " •

Assumptions
to be formed

by actuaries
CHICAGO-Employers will

have no role in forming actuarial
assumptions for pension plans un-
der the new Employe Retirement
Security Act, according to Richard
Daskais.

In a speech before the benefit
plan specialists conference here
Mr. Daskais, of Daskais & Walls
Inc., an actuarial consulting firm,
said the actuary will have respon-
sibility for all assumptions made.
Under the new law, actuarial eval-
uations must be made every three
years.

Mr. Daskais said actuaries must
take into account interest rate in-
creases and effects of inflation on

salaries and wages; if those as-
sumptions are not made, the ac-

' tuary will have to qualify his eval-
uation to the actuarial assumption
rate used to determine contribu-
tions.

The conference, which was
sponsored by Charles Spenser &
Assoc. Inc., was held at the
Regency Hyatt hotel. •
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Standard laws may make oil spills insurable risk
NEW YORK-'Nations sharing

a common marine environment

must correlate their legislation to
effectively control pollution,"
Francis A. Lewis, chairman of the
International Union of Marine In-

surance (IUMI) Pollution Risk
Committee said, in delievering his
report before the IUMI convention
in Berlin last month.

There is "an emerging body of
international law" to regulate oil-
carrying vessels in international
waters to make this a more insur-

able risk by lowering the inci-
dence of costly spills.

Although there is "no convention
or international law in internation-

al waters" currently, "there is a
move towards standardization" he

said. This was pointed out in an
extensive report compiled by his
committee on the subject of water
pollution through oil spills and

other noxious substances.

Despite this upcoming trend to-
wards standard legislaiton, there
would be no change in insurance
costs, Mr. Lewis told this mag-
azine.

"THERE ARE emerging insur-
ance markets," however, he con-
tended. Pollution insurance is "just
emerging as a special insurance.
Traditionally, P&I underwriters
handled this. Now that the spot-
light is more on pollution control:
P&I writers are looking at it" more
seriously as a potential market.

"This is not a cheap proposi-
tion," Mr. Lewis contended. Un-
derwriters charge exhorbitant rates
for the coverage because of the
high risks involved in oil spills.

"Experience shows that spills
cost a lot to clean up. The cost for a
clean-up runs from $8 a barrel to

$1,500," depending on where the
oil was spilled, what kind of oil
it was and the temperature, Mr.
Lewis explained.

The market is very competitive.
There is no official rate schedule

on marine insurance and "I doubt

if there ever will be," Mr. Lewis
surmised.

However, with international

standardization, this may be a more
insurable risk. "This thrust to-

wards regional and standard legis-
lation will bring with it more
insurable risks than some of the
'no limit/absolute liabilities' reg-
ulations that now exist in some
countries," the chairman explained
in his report.

Largely, American states have
highly exercised legislation over
oil spills. Generally, the policy is
"he who spills the oil regardless
of cost, pays for it, having absolute

liability," it was noted.
International maximum liabili-

ty runs as high as $14 million.
The discontinuity in countries'

policies is evident. Difficulties
arise because of this when an oil

spill occurs in international waters
where only local laws presently
apply.

"NATIONAL laws at variance
with the convention will be chang-
ed to parallel it since departure
from an internationally accepted
norm can only impede the freer
flow of trade that all of us seek,"
Mr. Lewis said.

No country has yet ratified the
IMCO Pollution Convention, out
of the 79 national representatives
present at a meeting last year to
discuss standard regulations. As
of Sept. 1, however, Denmark,
Egypt, Sweden and Switzerland

James protects the life
of yourbusiness
with total risk management
Let's say you own a com-
pany, ora part of one.
And that you've worked
hard to build this major
asset, whether it's a sole
proprietorship, partnership
orclosely held corporation.

Every day your com-
pany-yourasset-faces
risk. So you see to it that
risk is controlled and

managed by professionals
such as Ja mes. You gua rd
against property and
liability risks.

But what about the most
inevitable risk of all? The

human risk.

Here's what we mean.

Your company could be in
business 50 years and
never have a fire. But can

your company go through
a half-century without
suffering the loss of a
principal, a partner, a sub-
stantial stockholder or a
key employee? Or without

James

the retirement of execu-

tives? Or without the need

to hold key people and
attract new ones?

If any of these questions
seem relevant to your
company, you may well
have a problem. One that
could bring you severe
financial loss.

James risk management
professionals will work
with you to identify your
problem. Clearly. And then
James business life spe-
cialists, with their knowl-
edgeofandaccesstomany
insurance companies, will
find the right solution to
MQur problem.

When James shows your
companytotal risk manage-
ment, you'll find you get
more out of life. Write

Thomas J. Ryan, President,
Fred. S. James & Co., Inc.,
230 West Monroe Street,
Chicago, Illinois 60606.

ifisk Management
Fred. S. James & Co., Inc.
Insurance Brokers and Consultants since 1858

MORE THAN 80 OFFICES TO SERVE YOU THROUGHOUT THE WORLD

have been going through the legis-
lative processes to enact the reg-
ulations.

All the regulations are specifi-
cally geared towards protecting the
international marine environment

from oil spills. For the first time,
light refined oil products (under
the regulations) are subject to the
same regulations as heavier and
crude petroleum products.

The IUMI Pollution Risk Com-

mittee report concluded that the
"timely and appropriate aware-
ness by our member organizations"

of the ecological situation assures
"that the insurance community
will continue to fill its traditional
role in a viable world commerce

by underwriting the reasonable

risks necessary to its conduct."

IN SUBMITTING this report to
the IUMI. Mr. Lewis touched upon
man's tragic role in oil spills. "In

all reported polluting discharges of
oil or hazardous substances, man-

made or man-caused errors pro-
duced the overwhelming majority.
Marine casualties (collisions and

groundings)-while always more
dramatic-cause an apparent mere

15 % of the spills."
The report is based on the input

of 31 IUMI's national member as-

sociations (the American Institute
of Marine Underwriters is the U.S.

member). It is divided into five
sections: law, clean-up, conven-
tion status, general observations
and conclusions. •

U rge state to
make no-fault

mandatory
WINTHROP, WA.-Washing-

ton motorists are not rushing out
to buy no-fault auto insurance.
The Washington Assn. of Inde-
pendent Mutual Insurance Agents
thinks it knows why.

Part of the problem, they say,
is that it is not mandatory for in-

surance companies to offer no-
fault to policyholders. As a result,
the public is confused and reluc-
tant to buy the coverage. That is
why the association is pushing the
state insurance commissioner to

make it mandatoryfor all insurers
to participate in this program.

"Drivers have the right to re-
ject the coverage if they choose
to do so but many of them are de-
nied the right when their insurer
doesn't even offer the option. We
think the insurance commissioner

has to change the rules according-
ly," said association president, Ed
Thompson.

THE AGENTS are also asking
for a standardization of personal
injury benefits under the state's
automobile personal injury pro-
tection plan. Currently, the plan
provides minimum benefits of
$10,000 for bodily injury and $10,-
000 in disability income. Some
companies were noted to offer
higher limits.

The more than 100 members of

the agents' association attending
the annual convention pledged to
join the insurance industry's ef-
fort toward a three-way work-
men's compensation program.

"Insurance companies have
broad experience in workmen's
compensation, which has been
demonstrated in dozens of states

across the country for many years.
There is no reason why the bene-
fits of that expertise should be de-
nied to workers who are covered

by the state fund here in Wash-
ington or by their employers who
are self-insured," the president
stressed. .



Dallas city officials to
get liability coverage

DALLAS--Professional liability
insurance for 2,263 law enforce-
ment officers and city officials
was approved by the city council
here Sept. 23. Covered under the

professional liability protection
are legal fees and damage awards
that arise from negligent acts,
errors 'and ommissions while in

the line of duty.
Asst. city attorney T. Alex

Eastus said a rise in the number

of lawsuits filed against police-
men was the reason for seeking
the insurance. City officials, such
as the mayor, council members,
the city manager and his three
assistants are included because,
according to Mr. Eastus, the chain

of commands extends, technically,
up to the city officials, and they
could be named as co-defendants

in a lawsuit.

THE POLICY has limits of

$100,000 per person and $300,000
per incident. There is no aggre-

gate limit per policy year.
Three bids were submitted for

the contract. The highest was
$164,000, the middle one nearly
·$95,000, and the lowest, submitted
by Market Insurance Co. of Chi-
cago, was $74,252, according to
Mr. Eastus. The policy is re-
insured through Reserve Insur-
ance Co. of Chicago.

Also included in the coverage
are police reserves, park police,
arson investigators, court and
warrant officers, city security
officers, the city attorney and
police liaison attorneys.

Mr. Eastus said he expects more
litigation in the future now that
the city's policemen are insured.
Texas law prohibits wage garnish-
ing and most personal property is
exempt from . expropriation to
pay legal damages. "As a practi-
cal matter, most policemen

couldn't be sued for anything
worthwhile," Mr. Eastus ex-
plained. Most suits filed were in
"the nature of harassment," he
said.

ALTHOUGH HE foresees more

lawsuits, the asst. city attorney
predicted that "half of it (the
insurance coverage) will probably
go towards legal fees." Most of
the suits filed in the past were
thrown 6ut of court for having
no legal basis, Mr. Eastus contin-
ued.

For Mr. Eastus, the main ad-
vantage of the insurance is that
it removes him from a potential
conflict of interest. As asst. city
attorney, he was assigned to de-
fend policemen when suits did
arise. There was always the pos-

Dress catches fire

A $4 million damage suit was
recently filed in a U.S. District

Court in Spokane, Wa. by a Wau-
conda (Wa.) father and daught-
er against a Pennsylvania dress
manufacturer, alleging the

daughter's dress burst into flames
when she passed by an electric
heater. Cinderella Inc. and Ro-

senau Brothers Inc., its New
York holding company, were sued
for the 1970 accident. Milton Han-

son seeks $2 million for his
daughter's injuries and a like
amount for alleged negligence by
the company. According to the
suit, Mr. Hanson charges that the
girl's cotton dress with nylon un-
derskirt, bearing a Cinderella
label, was made of a "highly com-
bustible, inflammable or other-
wise explosive material which

would ignite in an intense flash
fire when it came into contact
with heat."

sibility, he said, that he would
have to damage the city's repu-
tation in order to defend his

client. "For instance, maybe a

guy would say that they never
told him about something at the

police academy. Using that de-
fense would make the city look
bad," he explained. The insurance
company will provide counsel in
the future.

The Dallas police force has "a
pretty good internal affairs de-
partment-it's a pretty square
police department," Mr. Eastus
claimed. That was the reason he

cited for the low premium on the
policy. He predicted that "the
primary worry to the insurance
company will be the cost of liti-
gation, not awards." •

4.r. 64«>65..
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Government to pick up tab for the
failing railroad retirement system

WASHINGTON-Between $250
million and $300 million in im-
proved retirement benefits will
be parceled out to railroad indus-
try employes as part of a com-
prehensive bill to reform the
railroad retirement system be-
fore it goes bankrupt in the early
1980s.

The Senate passed the reform
rneasure 86-1 last rnonth after a

similar bill glided through the
House with a 343- 10 plurality.

The crucial item in the reform

bill, which made the increase in
benefits possible, is the decision
by Congress that the federal gov-
ernment will take over the bur-

den of paying off "dual benefits"
to railroad workers.

The dual benefits problem

stems from the fact that, for rail-
road workers alone, Social Se-
curity benefits are calculated
twice-one for railroad service and
once for non-railroad service.

The result is that the total

Social Security benefit computed
under this method is higher than
it would be if all employment
service credits would have been
computed together.

THIS IS BECAUSE of front-
loading Social Security benefit ac-
crual formulas, which means that
workers accrue benefits more rap-
idly in their first few years of
service than later in their career.

Railroad workers, because of
the separate benefit calculations,
take advantage of this rapid bene-

fit accumulation twice.

Social Security has been insist-
ing that the railroad retirement
system pay for this excess benefit,
or windfall benefit, causing a
financial drain on the railroad sys-
tem that has already amounted to
about $4 billion.

The Senate and the House have

decided that it would be "inequi-
table" to cut off these windfall

benefits to rail workers already
receiving them or already vested
in them.

The solution to the prob-
lem, was that the cost of continu-
ing these benefits should be borne
by the U.S. taxpayer, rather than
the rail industry or the Social Se-
curity system, each with financial
problems of its own.

The bill for this decision will

amount to $285 million a year

through the next 25 years frorn
the tax revenues of the nation.

This decision came despite the
objections of the White House's
Office of Management and Budget
(OMB) which told the Senate that
it would be highly "inequitable"
for taxpayers to pay for benefits
that would go to workers in only
one industry.

OMB URGED that the Senate

reject the federal subsidy idea.
Sen. William Hathaway (D-

Me.), chairman of the Senate rail-
road retirement subcommittee, told
the Senate however, that the dual
benefit drain on the railroad re-

tirement system was created by
Congress, not by the railroad in-
dustry. It has been worsened, he
said, by every increase in Social
Security benefits approved by the
Congress over the last several
years.

"It seems only right that we

lan Drewette, Group Data Processirg, Hartford
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recognize the matter for what it
is-a legislative error-and take
the only steps available to us to
correct it," Sen. Hathaway said.

In exchange for the increase in
retirement benefits, however, Con-
gress did receive some concessions
from the railroad industry and its
union leaders.

Dual benefits will no longer be
paid to any rail workers not under
both the Social Security or rail-
road retirement systems by Jan.
1, 1975.

The new railroad retirement

system will more closely resemble
the pension plans in use in pri-
vate industry-with a separate,
distinct Social Security benefit and
a secondary retirement benefit
financed entirely through railroad
industry and worker contribu-
tions.

The system will still be as com-
plicated as ever, perhaps even
more complicated than before,
some Congressmen admit. How-
ever, it's believed the immediate
financial crisis has been solved.

THE RETIREMENT benefits

won by the railroad workers fall
into three areas:

• Early retirees, at age 60 with
30 years service, will be able to
receive supplemental annuities

immediately rather than at age 65.
• The spouse of an early retiree

could also receive a spouse's an-
nuity at age 60 rather than age
65.

• Survivors' pensions, mostly
for widows, would be increased to
130% of the comparable Social
Security benefit from the present
110%.

"I should point out," Sen. Hath-
away told the Senate, "that this
last change, which is the most
significant in terms of cost, follows
an explicit recommendation of the
Commission on Railroad Retire-

ment (which studied the railroad
system) and answers what is un-
doubtedly the number one criti-
cism of the program by retirees
themselves."

The Senate and House versions
of the railroad retirement bill

must still go to conference com-
mittee to work out some minor
differences.

Despite White House objections
to saddling the federal budget with
what amounts to $4.5 billion bill,
it is considered unlikely that the
Ford Administration will veto the

measure in the face of the strong
support for it in the Congress. I

See largest
underwriting
losses ahead

EUGENE, OR.-Inflation is af-
fecting rate adequacy and insur-
ance company reserves, the

president of the National Assn. of
Insurance Agents (NAIA) told
the Oregon Assn. of Insurance
Agents here.

Gerard R. TeBockhorst said un-

derwriting losses on property and
casualty insurance this year Will
probably be some of the largest in
the history of the insurance in-
dustry.

"The situation is aggravated by
the effect that high interest rates
and deflated stock values have

had on reserves of insurance com-

panies," the president of NAIA
said.

Mr. TeBockhorst also reiterated

NAIA's opposition to federal
guidelines for no-fault auto in-
surance.

"What we are looking at ulti-
mately is not federal guidelines
but a federally administered auto
insurance plan with the enormous
and wasteful bureaucracy that
enforcement would entail," he
stated. m



Debate continues over

consultant license laws
CARMEL, CA.-Eleven states

now have risk management and
insurance consultant licensing

laws, and officens of the associa-
tion of such consultants believe

it's only a matter of time before
all the other states will pass simi-
lar laws.

At the meeting of the Institute
of Risk Management Consultants
here, Bernie Salwen of S. B. Ack-
erman Assoc. said most states, ex-
cluding California, perhaps, are
considering such laws. Interest
has been heightened as a result of
recent passage of a model bill by
the National Assn. of Insurance

Commissioners.

"Our position is going to be that
we'll support the act with some
additions which we feel were in-

tended in the model act anyway,"
said Mr. Salwen. "These would be

with regard to reciprocity. We
want reciprocity because we don't

think there should be a fequire-
ment prohibiting it."

What this means is that IRMC

wants the act to say that if a con-
sultant is licensed in one state, he
can be licensed in other states as

a nonresident without re-taking
exams and being licensed again.
"In Massachusetts, for one, and in
Georgia, you have to be a resident
to be licensed. Technically, if
you're not licensed, you can't do
business in those states," Mr. Sal-
wen noted.

NAIC'S MODEL bill covers
agents, brokers and consultants,
stating that its provisions include
any and all areas of insurance
consulting.

"We would hope that by our
voting support for the model act,
the states already having such li-
censing laws will change their
laws," said Mr. Salwen. Of the
eleven states having laws, close to
half have passed the rules in the
last three or four years, and four
states passed laws just last year,
he added.

States which have licensing
laws for people engaged in insur-
ance selling or consulting are
Kentucky, Connecticut, Idaho,
Georgia, Maine, Massachusetts,
Michigan, Nebraska, New York
and Vermont.

"If I were you, I wouldn't try to
be licensed", said Gleeson Payne,
California insurance commission-

Back pay for women
DETROIT-A federal court

recently ruled that back pay
amounting to millions of dol-
lars be awarded to an esti-
mated 100,000 Michigan
women forced to take mater-

nity leave without unemploy-
ment compensation. The class
action suit, filed by the UAW
against the Michigan Employ-
ment S ecurity Commission
(MESC), charged that denial
of unemployment compen-
sation to pregnant women
forced to take leave was un-

constitutional.and a violation
of the 1964 civil rights act.

Claims filed with MESC

for back pay must be honored
for dates beginning July 1,
1965, when the civil rights act
took effect. While the ruling
only benefits Michigan
women at present, UAW at-
torneys said women in other
states similarly denied unem-
ployment compensation can
use this ruling as a lever with
their own commissions. If

that fails, however, the UAW
said it would consider bring-
ing other class action suits.

er, in his address to the consul-
tants. "The moment you create
laws to prevent other people-un-
qualified people-from getting
into your business, by setting up
certification licenses and requir-
ing exams, you create someone
who can take your license away,"
said Mr. Payne.

"We don't feel we should be li-

censed since insurance is only a
small segment of our business,"
responded George Betterley of

Betterley Assoc. and recent past
president of IRMC. "Most pres-
sure for licensing has come from

the producing side," he claimed.
"But we are taking the pasition
that if there's got to be a law, we
would have to support the NAIC
model bill V m

.
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No time to be bargain hunting'

Payne predicts bleak future for
property, casualty underwriters

- investment portfolios than any
whole year ever recorded by
Best's.

CARMEL, CA. "This is no time
to be bargain-hunting," warned
California's insurance commission-

er, speaking to risk management
consultants here.

Gleeson Payne painted a very
bleak picture of the financial

strength of property/casualty un-
derwriters in his address to those

attending the second annual In-
stitute of Risk Management Con-
sultants.

His predictions included:
• severe tightening of the medi-

cal malpractice insurance market,
and possibly the professional lia-
bility markets overall;

• soaring premiums and the
possibility of serious unavailability
of coverage in general liability
areas where companies have suf-
fered heavy losses, and can look
forward to poor loss ratios be-
cause of inflation and other fae-

tors, such as errors and omissions
insurance of all kinds, product
liability, and completed opera-
tions coverage:

• the demise of some smaller,
weaker and more adventuresome
insurers due to insolvency;

• a deterioration of insurance
company profits in the second
half of this year, in almost every
line of insurance except auto cov-
erage;

• wholesale acquisitions of
smaller property/casualty under-
writers by life insurance com-
panies.

"We are in a serious situation",
Mr. Payne said of the financial
status of property and liability in-
urance companies as a whole. He
noted that the first half of 1974
was worse for the property/casu-
alty underwriters in terms of
losses and declines in values of

Payne feels
not everyone
is entitled to

self-insure
CARMEL, CA-Gleeson Payne,

insurance commissioner for this
state, criticized other commission-
ers for regulating employer self-
insurance of group benefits merely
for tax reasons.

But, he predicted that if em-
ployers start moving heavily into
self-insured group coverages, their
corporations may encounter more
"pressure" not to self-insure be-
cause states will be deprived of
premium taxes on insurance of
these benefits.

"I THINK self-insurance is be-

ing handled the wrong way," he
said. "I don't believe I'm here to

collect premium taxes on group
self-insurance," Mr. Payne de-
clared, indicating that his interest
was not in revenues for the state
but in protection of the bene-
ficiaries.

"I think there are a heck of a

lot of people self-insuring group

benefits who are really too small
to self-insure. The public is going
to be burned. As regulators we've
got to see to it that sorne corn-
panies that are too small don't get
into this self-insurance if they
can't handle it."

"If an employer proves he can
handle catastrophes, and is taking
steps to protect employe benefits,
he's okay, and is entitled to self-
insure." I

"WE'RE NOT worried about

life insurance companies general-
ly," he went on to add. He fore-
sees that life insurance companies
will be the "only source of money
in the country" by next year.

"I think a new dimension of

business that you people (the risk
managers and risk management
consultants) are going to have to
be concerned with in your work is
the financial security of the firms
you work with," Mr. Payne ad-
vised.

"I think you're really going to
have a problem if you put a client
into Quicksand Mutual and then
it can't pay claims." This is no
time to be bargain-hunting. Cali-
fornia won't be selling dividends,
for sure. We're going to get very,
very tough on this matter of sell-
ing dividends." Mr. Payne de-
clared.

"Because of the tumultuousness

of our current economic situation,
a very large part of our present
activities are focused on the fi-

nancial aspects of the insurance
business," he noted.

Mr. Payne envisions that 1974
will be the "major turning point"

Gleeson Psyne

in tne fortunes o_ the insurance

industry, because of the simulta-
neots Dlaims losses and poor in-

vestment results. "During the

first six months of 1974, the ag-
gregate policyholder surplus of
casualty-property companies doing
business in the state of California

declined by over $2.78 billion to
approximately $17 billion," due in
part to adverse underwriting re-
sults but largely attributed to

drops in stock portfolio values,
Mr. Payne said.

"IN A RECENT sampling of the
50 largest property-casualty in-
surance companies in the country,
it was determined that the cur-

rent market values of bonds (in
the investment portfolios) were
approximately one-third less than
the value stated on the company's
books," which would mean an ag-
gregate effect of some $12 billion-
plus less in surplus if the valua-
tion was changed to market
values from amortized value.

„ To the extent we are able to

measure thecasualty-property
industry's health in aggregates,

Pension business?



there is precious little safety mar-

gin in the business to absorb
further adversities," Mr. Payne
warned.

A large number of smaller,
weaker insurers not only have
dangerous surplus-to-writing ra-
tios, but are approaching the point
where their statutory capital and
surplus requirements may not be
fulfilled, Mr. Payne went on to
say.

"If we couple the adverse ef-
fects of inflation on the outstand-

ing losses of the companies with
worsening underwriting results
and serious erosion of investment

portfolio values, it is apparent
there will be serious repercus-

sions for many companies," Mr.
Payne believes.

HE NOTED THAT the only
bright spot in an otherwise bad un-

derwriting picture in the first half
of the year was the automobile in-
surance field, where loss ratios
improved because of the fuel

shortage. But, he said the auto
improvement in loss frequency
appears to have reversed itself
and does not expect second half,
1974, results to have even this
small degree of relief from over-
all worsening tallies.

"AS SURPLUS to writing ra-
tios increase, companies will be
under great pressure to reduce
their writings," Mr. Payne stated.
This will inevitably lead to selec-
tive underwriting, restrictions of
market, and concentration in

those areas where profit potential
is highest. Some smaller, weaker,
more adventuresome insurers

which typically pose a bother-
some competitive threat to larger
companies will fall by the way-
side," he predicted in his remarks
to the group.

This, in turn, may encourage
larger underwriters to maintain
higher premium prices and be
more selective, which, in all prob-
abilities, "could mean a serious

unavailability of coverage in some
areas."

The weak spot:, general liability
insurance, is particularly bad, he
said, in lines possessing problems
of the "long tail." In all liability
coverages where the emergence of
claims is slow, thus multiplying
the impact of inflation and mak-
ing it difficult for actuaries to

predict results, premium hikes
will be greatest and markets will
dry up, he noted.

Because medical malpractice is
one of the very worst areas where
this happens-where it takes

about 20 years to pay all claims-
Mr. Payne said he "can foresee
that in the nct too distant future

there won't be any malpractice
insurance available."

HE ALSO PREDICTED that as

a partial solution to the growing
malpractice loss problem, "We are
going to have to have something
in the malpractice area like the
schedule of benefits used in

with our new

DA Guarantees !
Writing pension business is never quite that

easy, of course. But with our new "Guarantees"
under our DA Contract you have the perfect
vehicle for funding the Full Service Defined Benefit
Pension Plan.

Your client enjoys maximum money accumu-
lation, safety and low expense charges.

Here are the details:

Plan Size

$10,000 minimum annual deposit - subject to
any state laws regarding number of lives.

Interest

Guarantees for monies received through
December 31, 1979.

Option 1 Option 2
1974-1976 9% 844%

1977-1979 73/4 % 844%

1980-1984 5% 5%

Purchase Rate

Contract Year

1-2

3-5

640

Male 65

$1 Mo. Life Annuity
$117.09
$125.59

$130.27

workmen's compensation."
Multi-line companies probably

won't encounter difficulty be-
cause the life underwriting por-
tion of the business will be used

to support the property and casual-
ty business, according to Mr.
Payne.

He added that even the proper-
ty/casualty state guarantee funds,
like the one used in California,
may not be able to bail out the in-

solvent companies. He predicted
the state funds will be used to

"come to the aid" of troubled

firms, possibly with state com-
missioners requiring life com-

panies to provide additional sub-
sidies.

But state funds have a limit

of $5 million help for property-
casualty companies, and "if
the investment portfolio is off by
a third, and then underwriting
goes bad at the same time, even
this $5 million won't look like
much," proferred Mr. Payne in
conclusion. •

Contract Charge
$950 annually minus 2% of current year de-

posits over $30,000, plus $200 annually for em-
ployee contribution record keeping.

Considering the relatively short time we've
been in Group Pensions, we've stirred things up
pretty well. "Full Disclosure", the Unionmutual
"Spread Sheet" and now our new DA Contract
Guarantees ... they call us the Up Group because
we keep coming up with new ideas.

For more information about Group Pensions,
Life and LTD, contact one of our field offices or

write: Bob Stevenson, Vice President (Group Mar-
keting), Union Mutual Life Insurance Company,
2211 Congress Street, Portland, Maine.

Unionmutual

They call us the "Up Group"

Group and Pension Offices: Atlanta 404 451-nn/Augusta 207 622-5883/Boston 617 523-5140/Chicago 312 427-9380/Columhus 614 486-7784
Detroit 313 357-5757/Kansas City 913 384-3215/Los Angeles 213 384-2571/New York 212 5574700/Northern N.I. 201 654-5353

Philadelphia 215 563-6378/Portland 207 7734758/Richmond 804 644-9725/San Francisco 415 982-2702/Seattle 206 622-2461/Syracuse 315 475-2131
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Risk men respond
to Payne's warning

CARMEL, CA.-Two risk
management consultants at-
tending a conference here re-
sponded to commissioner
Gleeson Payne's warning
about disappearing malprac-
tice insurance markets with

examples of solutions being
tried in their home cities

which are significantly af-
fecting loss experience.

Peter D. Norman of Pe-

ter D. Norman Assoc. Ltd. in

Toronto, Canada, said that
six Canadian provinces have
made errors and omissions

insurance mandatory for all
attorneys under a pooling ar-
rangement. This is tending to
lower E&0 claims, and is also

decreasing the number of ac-
tions by lawyers against
other professionals, Mr. Nor-
man said.

He also noted that class ac-

tions taken by attorneys on a
contingent fee basis are not
restricted in these provinces,
which is expected to have a

salutary effect on liability
losses.

Rick Morrissey, risk man-

ager for the University of
Florida, told those attending
the conference that Florida

recently passed a law which
restricts attorney's contingent
fees in all insurance cases to

a maximum of 25 % of the
total awards.

Pushing for
insurance

safeguards
NEW JERSEY-The New Jer-

sey Assn. of Independent Insur-
ance Agents is pushing the in-
surance commissioner to set up a
study panel to prevent financially
unsound insurance companies

from doing business in the state.
"We are deeply concerned that

the debacle of the bankrupt Gate-
way Insurance Co. and all the
problems that it caused the in-
sured consumer could happen
again," said the president of the
association, James A. Byrne.

Responsible insurance compan-
ies should have no qualms about
disclosing financial data, Mr.
Byrne added.

"We have asked the commis-

sioner to consider a study group

that would recommend legisla-
tion to minimize any similar
Gateway situation," he continued.

He commended commissioner

Sheerans department for "un-

ravelling the Gateway mess, but

until stiffer legislative restric-
tions are imposed there is no way
to tell when it could happen

again."
Pressing for additional protec-

tion, Mr. Byrne added, "most seg-

ments of the economy are on the
downcycle the insurance industry
is no exception. There is a need
for additional safeguards." •

Cross to head ASIS

The American Society for In-
dustrial Security (ASIS) selected
Richard F. Cross, v.p. of the Bank
of New York, to succeed Howard
L. Mai as chairman of the board.

Mr. Cross served as ASIS presi-
dent this past year. Under Mr.
Cross's presidency membership
climbed to a new high and has
continued upward. ASIS devel-

oped new chapters overseas and
in the U.S., and held its first In-

ternational Security Symposium
in Brussels and Paris:
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Business piles up; PBGC still waiting for boss
WASHINGTON-As business

piles up, the federal government's
new Pension Benefit Guaranty
Corp. is still waiting word on
who will be it's finst permanent
executive director.

The new agency, which rein-
sures pension benefits under the
new pension reform law, already
faces a backlog of claims for pen-
sion benefits from nearly 200
terminated pension plans.

And, PBGC officials admit,
most of they key decisions on
policy that will dictate just how
the agency will operate in the
future are being held up until
the new boss is named.

"Ive given up promising when
. it will happen, even to govern-

ment people," one top Labor de-
partment aide told Business In-
surance.

The field of candidates has been

narrowed down to three principle
contenders, however, although
their identities and even their

backgrounds are being kept under
wraps.

THE FINAL decision is to be

made by the secretaries of Labor,
Treasury, and Commerce, who
make up PBGC's board of direc-
tors.

When the new man checks in

for work, there is a better than
even chance he may already have
gray hair.

That's an opinion shared by
several industry observers here as
the Labor department conducts a
manpower campaign under pres-
sure to fill that and several other

key slots in PBPC.
The reason for the gray hair

hypothesis is because the federal
government, when it comes to

headhunting for top managerial
talent doesn't have particularly
strong financial cards in its hand.

PBGC's executive director will

probably have to be satisfied with
a $36,000 annual salary, not a
great deal when compared to sal-
aries in private industry.

Which makes it quite likely, ac-
cording to an official at the Na-
tional Assn. of Manufacturers, that
PBGC will be run by an already
retired businessman, or one tak-
ing early retirement for a service
stint in Washington.

PBGC is having "a tough time,"
said the NAM official, because
there just aren't that many people
available in this field."

NAM has submitted, at labor's
request, a few names of potential
candidates for the job, taking
them from among the ranks of
pension administrators, and the

banking and insurance industries.
The candidates were not identi-

fied by NAM, however.

NAM indicated that they leaned
toward appointment of an insur-
ance executive for the job. "You
need someone who can organize
and run an insurance company, a
'firm' manager with more than
passing familiarity with pensions,"
the official said.

THE $36,000 salary, while low,
may not be completely out of line
with the responsibilities of the
job. "It's not an asset manage-
ment job," according to an indus-
try official. "They're not going to
be responsible for pension fund
assets, as they would have been
under an earlier version of termi-

nation insurance ,considered in
Congress."

At any rate, said some private

Who helps
keepyourbooksinorder

withan innovative
health insurance serviceT

If your controller spends too
much of his time handling

v insurance claims for your other

health of your whole operation.employees, it could affect the

Granted someone will still

have to handle some paperwork
for your group health plan, but
thanks to New England Life's
new Direct Pay Plan, he won't

ur have to handle all of it.

Once you adopt it, we adapt it to
deal directly with your employees.

Claims come straight to us, and
payments go directly to the hospital,

doctor or employee involved.
If you'd like to find out more about our

Direct Pay Plans, call our local Group Sales
or General Agency Field Office, and we'll

provide an informative brochure
that points out the benefits for all
concerned.

When you see what our Direct
Pay Plan can do for your books,
you may decide to shelve your
old system.

New England Life,of course.
New England Mutual Life Insurance Company, Boston Subsidiary: NEL Equity Services Corporation, mutual funds; Affiliate: Loomis, Sayles & Company, inc., investment counselors,

industry men, the term of office
for the first executive director

may well be short, possibly as lit-

tle as two years, but enough time
to get the PBGC on its feet and
operating. The PBGC boss is then
expected to retire or return to
private business.

Should the older generation of

executives pass the PBGC post
by, it then becomes likely that
PBGC may go to the other age
extreme and come up with a
younger man looking for Wash-
ington experience.

Another business spokesman
here raised the question of how
willing management people will
be to participate in a new govern-
ment agency whose purposes and
authority many find obnoxious.

"IT WILL be darn hard to fill
this spot because there is so much
in the bill that management
doesn't like," he said.

"I'm not sure that management
is going to be all that cooperative,"
he said. That includes the in-

surance industry, said the busi-
ness spokesman. "Remember, they
wanted in on that business, too,

and the government took it over."
Despite these problems, PBGC's

board of directors, composed of the
Labor, Treasury, and Commerce
departments, is going to have to
move soon on the appointments.

Perhaps even before the execu-
tive director is named, the board
will be forced to move on naming
an advisory committee to begin

setting key policies. The corpora-
tion is accumulating a growing
backlog of termination cases

awaiting action.

THE PBGC board has already
met once, in the White House
Sept. 5, only three days after the
bill was signed.

That meeting, Business In-
surance was told, touched briefly
on advisory committee appoint-
ments, the executive director's
job and started the ball rolling on
getting some start up operating
cash from the Treasury, where
PBGC has a $100 million line of
credit.

Decisions crucial to the pen-
sion funds affected by PBGC
board meeting also are waiting in
the wings for action.

For instance, there has been
no decision as to whether future

board meeting will be open to in-

terested parties, whether agendas
will be available in advance, and
whether meetings will be held on
some regular, predictable basis.

An AFL-CIO official told this

magazine that while relations

with the Ford White House are

good, for the present, complica-
tions could result if sometimes

strained links between Labor sec-

retary Peter Brennan and the

AFL-CIO don't improve.

THE TONE OF the Brennan-

labor relationship could be set
early when the secretary sets the
two labor nominees for the seven-

member PBGC advisory commit-
tee. The nominations must be ap-
proved by the President.

"Brennan has a habit of naming

labor representatives without con-
sulting the AFL-CIO," said an
official for the big labor organiza-
tion.

The AFL-CIO's favored ap-
proach is to ask that organization
for representatives, which in this
case probably would be a union
leader and an AFL-CIO staffer. No

such request has been received.
"Mr. Meany supports the de-

cisions of the people he suggests,"
said the AFL-CIO official. "He

feels under no obligation to do
that for people chosen in some
other manner."

Continued on page 35
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Seek consultants' help on variety of proiects
CARMEL, CA.-Risk managers

presently using consultants for
periodic audits, special projects
and studies often view the consul-

tant as an extension of the risk

management department, usually
budget for consultants, and ex-
pect to use consultants more in
the future.

These unscientific conclusions

were drawn from comments of

risk managers on a consumer
panel at the second annual Insti-
tute of Risk Management Consul-
tants conference here.

"I would think about half of the

risk managers in ASIM (Ameri-
can Society of Insurance Manage-
ment) don't have the direct

authority to spend money for con-
sultants' services, but the number
who do have the authority is
growing because of the budgeting
function in the corporation,"
suggested Herb Cunningham, as-
sistant controller and risk manag-
er for Transamerica Corp., San
Francisco.

His firm, a holding company
which claims several large insur-
ance company subsidiaries, has
made "rather extensive use of

consultants" to get the risk man-
agement work done, Mr. Cun-
ningham said. This is partially
attributable to Transamerica's

small headquarters staff of only
about'60 employes.

"I ORIGINALLY got the risk
management department started
after a consultant's survey of our

company," Mr. Cunningham said.
The major recommendation of
that consultant-W a rren,Mc-

Veigh, Griffin & Huntington-
was that the company establish a
risk management department.

Mr. Cunningham has used con-
sultants for policy analysis, risk
management program analysis, a
safety study, and fire protection
services.

Martin Seaney, manager of risk
control for Crown Zellerback, has
used "and will continue to use"

of risk management programs,
and special projects. "I look to
consultant for fresh views," he
said, noting that since the first
overall study Betterley Assoc. did

PBGC ...
Continued from page 34

Personnel difficulties also ex-

tend down to the lower levels

of new jobs created by the pen-
sion reform bill in both the Labor
department and the Internal Rev-
enue Service.

The Civil Service Commission

is in the midst of a crash cam-

paign to fund actuaries and sys-
tems accountants for both PBGC

and IRS.

"Systems accountants are
scarce and actuaries are already a
'shortage' category in the federal
government," said a Civil Service
official.

PBGC is an immediate need of

an experienced actuary right
now, with the government dan-
gling about $28,000 for pay. IRS
needs up to 18 actuaries for its

new responsibilities, but at salary
rates that start as low as $12,000
for trainees.

Actuaries, incidentally, already
are among the top 10 paid profes-
sions in the country, according to
the Bureau of Labor Statistics.

A personnel director for one of
the leading pension consultants in
the country said that even the
$36,000 for the top PBGC job was
probably "considerably" under
what an experienced actuary can
earn in private industry. •

for Crown Zellerbach, the risk
management department has
grown substantially.

JOE BRIDGES, risk manager of
Amfac Inc., Honolulu, used man-
agement programs, and has also

used consultants for computer
center fire protection surveys,
and security problems on an "as
needed" basis. H6 has a six-per-
son risk management department.

Irv Nicholas, risk manager of
the University of California, has
a smaller staff and uses consult-

ants "a great deal. They are part
of our team," he said. The U. of C.
just completed a performance
audit of the entire risk manage-
ment staff with consultants.

"When it comes to loss con-

trol activity, we will send the
consultant in (to a subsidiary) to
teach, but if the subsidiary wants
to keep that $100 deductible, we
don't argue," said Mr. Cunning-
ham of the way he and consult-
ants work with Transamerica's

belief in autonomy for operating
subsidiaries. "We will use a con-

sulting report to try to convince
the subsidiary what should be
done, but if they deide no, we
don't argue," he said.

Mr. Seaney believes that evalu-
ation of staff is the most impor-
tant use of a consultant for an

audit.

Mr. Nicholas of U. of C. said he

intends to use consultants in the

future for - self-insurance studies,
program audit, and cost-of-insur-
ance studies, areas "where the
university will need help."

Three out of the four panelists
said they have funds budgeted for
use of consultants. Mr. Nicholas

said the university does not have
money allocated for consultants;
the U. of C. operating budget in-
cludes only risk management ad-
ministration and premium.

RISK MANAGERS were asked

if there are disadvantages to
using consultants. There were few
replies, except a comment by Mr.
Seaney that risk managers and
consultants have to remember

that if they have the same objec-

Time for action.
A truck skids into an interstate bus. A time for

decisive action. Eighteen injured passengers are
treated and released to return to their homes in

12 cities in 5 different states. And GAB's local

adjusters in all 12 cities go into acton, negotiat-
ing and settling-quickly and satisfactorily-
each of these claims.

A GAB adjuster in action is both decisive and
sensitive. 1. Sensitive to the anxieties of the in-

jured and his family. Your GAB adjuster makes
certain that the injured party feels he is being
treated fairly with minimum fuss. 2. Sensitiveto
the insured's position. Your GAB adjuster makes
contact immediately. And keeps you informed.
We take control and work quickly toward a rea-
sonable conclusion.

Casualty adjustment is a difficult, sensitive
skill that GAB handles in a meticulous, friendly
manner. When we're on the scene, you can ex-
pect fast, professional attention to your claims.
GAB, property and casualty adjusters. In action.
Everywhere. For your local GAB office, look
under Adjusters in your Yellow Pages. Or write
to: GAB, 123 William Street, New York, N. Y.
10038. (212) 791-8000.

Decisive.Sensitive.

tive, there's room for discussion
about the ways to get there. And
Mr.. Cunningham added that, in
his view, "if a risk manager goes
to ASIM meetings and only un-

derstands half of what's going on,
he'd better be afraid to bring in a
consultant."

Asked if there are any particu-
lar problems in risk management
departments generally that might
be resolved in the future by out-
side consultants, Mr. Seaney
noted "I haven't felt I've had

enough time to devote .to long-
range planning. I think risk man-
agers might use consultants for
such things as products liabili-
ty surveys, captive subsidiary

Continued on page 36
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D&0 cover offered to

mutual life companies
MILWAUKEE, WI.-MGIC In-

demnity Corp. is now offering a
directors' and officers' (D&0) lia-
bility coverage designed especial-
ly for management and board
members of mutual life insurance

companies, according to Dennis J.
Layne, vp and chief operating
officer. The coverage has been ap-
proved in all but 12 states so far,
he added.

"OUR D&0 coverage is unique
in the sense that the risks are not

as high f.or mutual life insurance
companies, which are owned by
policyholders, as they are for com-
panies owned by stockholders,"
Mr. Layne explained. "Of course
the types of lawsuits brought
against directors and officers, it's

a fact that a large percentage of
them are brought by stockhold-
ers."

Mutual life insurance companies
have always paid the same rate
for D&0 liability coverage, even
though this segment of the mar-
ket is know to be less risky, Mr.
Layne added.

Aside from close regulation of
mutual life insurance companies,
there are two reasons why there
is less risk involved, Mr. Layne
said:: 64

Policyholders don't perceive
themselves as owners (although
they are); hence, they don't pay
much attention to the company.
Also, stockholders are more aware
of losing the value of their invest-
ment as the price fluctuates and
they tend to blame management

for this,"

MGIC Indemnity will pro-
vide from $1 million to $10 mil-
lion coverage under their D&0
program, which includes legal
costs, judgments and settlements.
Directors and officers are protect-
ed against direct personal finan-
cial loss stemming from charges
of alleged wrong acts while serv-
ing in their individual or collec-
tive capacities with the company,
Mr. Layne explained.

MGIC INDEMNITY will also

reimburse a mutual life insurance

company for all losses it sustains
in reimbursing individual direc-
tors and officers. The corporate
reimbursement clause is limited to

the obligations which the insured
may assume under its charter or
by-laws or according to statutory
law, he added.

Coverage is available for either
a one- or three-year term. Deduct-
ibles range from $5,000 to $20,-
000 or more, depending on the

coverage desired. For example, the
minimum premium for a $1 mil-
lion policy for a small company
would be $2,500 to $3,000 for
three years, Mr. Layne explained.
A large company with $10 million
coverage would pay $100,000
premium for three years, Mr.
Layne said.

MGIC Indemnity already has
written D&0 policies for two of
the top ten mutual life insurance
companies and for two small com-
panies, Mr. Layne said. In the first
year, he predicts that MGIC will
write policies for 20% of the mar-
ket.

In 1970, MGIC Indemnity en-
tered the D&0 liability field with
a program for savings and loan
associations.

Two years later they introduced
a similar program for commercial
banks. The D&0 programs, which
are now available in all 50 states,
total $1.3 billion and cover an es-
timated 20,000 management mem-
bers and directors. •

Is the ICV100 -
the ultimate business

life insurance policy?
Probably not. Even we, who invented the immediate full cash value

concept, intend to keep looking for ways to improve on it. But until we do
-or until someone else does-the ICV 100 offersadvantages never before
available to business life insurance purchasers.

ICV 100 is a permanent, paid-up-at-65 life policy. Premiums com-
pare favorably with those of other companies; but unlike any policy previ-
ously available, /Cl/' 100 has guaranteed cash values which are never less

than the total amount of premiums paid.
That means all the money paid in premiums is available for return

upon demand upon surrender of the policy. Every cent - and from the
first day.

lf you need business life insurance for key man protection, or to
fund a buy and sell agreement, it means the total of every premium payment
remains a current asset, causing no impairment to the balance sheet or to
current earnings.

1fyou are considering a split-dollar program for your key executives,
it means the insured executive pays no part of the premium; and the
employer's payments are always fully secured by the policy's cash value.
(Of course, the ICV 100 is also available for personal insurance coverage.)

ICV 100 was designed specifically for the self-motivated insurance
buyer. It is marketed by mail. If you wish to receive full details, including
a sample policy, just complete the coupon below.

DV
.

Policy 8369

Financial Assurance, Inc. 900 Grant Street, P.O. Box 2040,
Denver, Colorado 80201

Gentlemen: Please mail me the free information on ICV 100. i understand that filling out
this coupon does not obligate me to purchase anything, or to take any other action.

NAMF

STREET AnnRFS<

CITY

AGF RIRTH DATF

STATF 71P

 OCCUPATION 1

1 1
I want to see full details on S of 1CV 100 protection at my age. ,

 Financial Assurance, Inc. ,
A legal reserve life insurance company Denver, Colorado

4-81-2-32-12

= Fial A subsidiary of The Gates Rubber Company 1Licensed in Colorado. --- Not available in all states.

Consultants ...
Continued from page 35
studies, foriegn operations audits,
and recommendations of alterna-

tives to present methods of fund-
ing risks."

Mr. Bridges said he selects con-
sultants on the basis of independ-

ence, reviews programs in light
of the particular company's risk
management concepts, reviews the
quality of previous reports, and
checks the consultant's reputation
among people for whom the con-
sultant has done work. He looks

to the consultant to review the

company's relationship to brokers,
get independent feedback on risk
management programs frorn

throughout the corporation, and
to review the competency of the
risk management staff.

Mr. Cunningham said he would
evaluate a consultant on the basis

of past working relationship, sur-
vey techniques and submitted
proposals coupled with negotia-
tions and interviews, and also on

the basis of the person he would
be working with.

"YOU GET consultants because

they are experts, superstars, in a
certain field. If you work with a
consultant who doesn't have the

right knowledge, hire a different
one," Mr. Cunningham advised.

Having a consultant come in

"could have a negative short-term
effect on the relationship with a
broker, but it usually has a good
positive long-term effect because
if a broker knows he has a critic

in the background, he will do a
better job," Mr. Seaney offered.

A member of the audience

questioned the handling of de-
cisions about whether an associ-

ate consultant, or "subcontractor"
in a sense, should be hired by
consultants without a risk manag-
er's knowledge or permission. An
associate consultant is often hired

in a certain geographic area or
to work on a specific problem
where a consultant needs help. "I
think the decision-making on
hiring a subcontractor in any line
of risk management should be
made by the risk manager. It
could have substantial implica-
tions for the corporation," stated
Peter Mullen, now vp for Fred. S.
James in Los Angeles and until
recently risk manager for City In-
vesting Co.

MR. BRmGES disagreed.
"We're using the consultant as the
outside coordinator. It is the same

situation as with outside attor-

neys. There's a cascading effect.

We expect consultants to use the
subcontractors they need to get
the specified results."

Mr. Cunningham felt strongly

that the decision should be left up
to the risk manager. "I think you
have to go outside for somebody
else if there's a need. But you
have to go to the client first," he
said, "to let him know, give him a
choice of other sub-consultants,
ask how he thinks the problem
should be handled. But the worst

thing would be to not let the risk
manager know what is going on."

Risk managers apparently have
not established any quantitative
yardsticks for measuring the cost
effectiveness of consultants ver-

sus adding internal staff. "In our
particular case," said Mr. Nicho-
las of the U. of C. "we don't pay
any commissions, because we're a
public body. So all our insurance
work is really considered on a fee
basis. We spend about $250,000 a
year on risk management consult-
ing, including the marketing or
our insurance for a fee."

Mr. Cunningham added, "any-
body who measures the cost of
hiring a consultant merely in
terms of comparing it to the cost
of putting someone on the inter-
nal staff is making a mistake." •
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Want toknowmoreaboutHMO's?
0 Ask tne Fnmnnn r that has nTte..6/ /69.JLKJLLIM'.4.ALJL VY .M.1111
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NW-NL was involved in the

development of HMOs even before they
began attracting national attention.
We are co-sponsors of an HMO based
in Minneapolis, and we oner HMO
options to our own employees.

We don't know -whether that's

unique for an insurance company, but
we think it does say something about
our attitude towards HMOs. \Ve-re

one of the few insurance companies in
the country actively promoting HMOs,
because we feel they will help resolve
the current health care problem:
And we think ve're uniquely qualifjed
with the technical, managerial, and
administrative resources n cessary to

put together a workable combination of
H-M 0 and indemnity coverage.

Questions? We'11 do our best to
ans-wer them.We don't claim to have all

the answers, but we can sho-w you case
histories of ho-w HMO s have worked

for nationwide companies like Pillsbury
and Cargill as well as several small
local employers,

Just write: Charles Bredesen

Northwestern\ational Life
»11 A C - - - 4 1- - .* 7 r «.zv uouin washington
Minneapolis, Minnesota 55440

 NORTHWESTERN NATIONAL

 LIFE INSURANCE COMPANY
I HOME OFFICE . MINNEAPOLIS. MINNESOTA
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the legal brief
Insurer not liable under group plan
if employe fails notice requirements

THE SUPREME COURT of

New Hampshire ruled that where
the terms of a group life policy
required annual notice of contin-
ued disability as a condition
precedent for the payment of
death benefits, failure to comply
with the notice requirements re-
lieved the insurer of liability.

In this case Mr. Morrissette

was issued a group life insurance
policy by Provident Life & Acci-
dent Insurance Company (Provi-
dent) while he was employed by
Deering-Milliken, Inc. Mr. Mor-
rissette became totally physi-
cally disabled on November 18,
1966, while still employed by
Milliken and terminated his em

ployment with the insured group.
The policy provided that the in-
surance terminated when active

employment was terminated. But
the policy also provided that an

employe prevented from continu-
ing his employment because of

total disability, who had not at-
tained his 60th birthday, could
have the company endorse the
certificate acknowledging the ex-
istence of the disability, provided
the employe proved total dis-
ability during his lifetime and
within one year after terminating
employment.

Mr. Morrissette complied with
this provision and, accordingly,
Provident acknowledged the dis-
ability and endorsed the policy
However, the policy also con-
tained a provision requiring Mr
Morrissette to submit annually,

within three months prior to the
anniversary of the original en-

dorsement, "due proof that total
disability has continued without
interruption from the termina-
tion of his active employment

According to the policy, no
payment to the beneficiary of
any amount of life insurance
would be made if this provision
were not complied with. Mr
Morrissette failed to comply with
this provision and when, upon his
death, his widow applied for ben-
efits she was refused payment
She brought this suit to recover
the death benefits. The trial court

found in favor of Provident.

On appeal the supreme court
held that an insurance company

could legally impose compliance
with such conditions. "These con

ditions," the court stated, "are
reasonably required to permit the
company to review such cases
periodically because of actuarial
and other considerations which

are determinative of the prerm
um to be charged for such poli
cies." Since the conditions were

clearly stated in the contract and
there was no evidence that Mr

Morrissette suffered from insan

ity or mental capacity that might

excuse his compliance, the court
agreed with the trial court.

Justice Grimes dissented, stat
ing that he would have ruled in
favor of the widow because Prov

ident was not prejudiced by the
failure of notice of continued dis

ability. Justice Grimes pointed
out that this case did not deal

with a waiver of premium and
Provident's actuarial calculations,
reserves or other interests were

not in the "slightest degree"

compromised by Mr. Morris
sette's failure to file the annual

report. Since Mr. Morrissette as
the insured "had no opportunity

to bargain freely as to the terms
of the policy", Justice Grimes

thought it unfair to enforce these
provisions strictly and unrealisti-
cally and allow Provident to for-
feit the coverage even though it

The abstracts published in this
column were prepared by Cases
Unlimited Inc., Evanston, Il.

was in no way prejudiced by the
breach. Nor would Justice Grimes

have allowed delay, in and of
itself, to effect a forefeiture of

coverage because he believed

that in the case "of the annual

report requirement," delay did
not weigh so heavily on, or auto-
matically reflect prejudice to, the
company as it did in the report of
accident requirements. Morris-
sette v. Prouident Life & Acci-
dent I·nsurance Co., Supreme Court
of New Hampshire, June 28, 1974,
Lampron, J. 321 A.2d 585. (BI/-
01/Oct.-$2)

***

IN AN ACTION by an apart-
ment contractor against the In-
surance Co. of North America

(INA), Northwestern Mutual In-
surance Co. (Northwestern), and
Safeco Insurance Co. of America

(Safeco), the court of appeals of
Washington has held that dry rot
came within the definition of
"accident" and "occurrence" as

used in the contracts of insurance

and that the insurers wrongfully
refused to defend an action

against the contractor for dam-
ages to the building. In addition,
the court ruled that the damage
from the dry rot, though continu-
ing over a period of time, consti-
tuted a single injury for which
INA, Northwestern and Safeco,
whose policies covered only a
portion of the period, were joint-
ly and severally liable.

Gruol Construction Co. Inc.

( Gruol) had built an apartment
building in 1963, selling it that
same year to Mr. Donovan. In
1968 Mr. Donovan sued Gruol for

damages to the building caused
by dry rot resulting when dirt
was piled against the box sills of

the building by backfilling dur-
ing construction. Gruol requested
INA, Northwestern and Safeco to
defend the suit and was refused

by all. He then settled with Mr.
Donovan and brought this action

against all three insurers for
breach of contract. The trial

court held all insurers liable.

On appeal the initial question
was whether the dry rot was an
'accident" or "occurrence" under

the provisions of the insurance
contracts. In finding the insurers
liable the court concluded that

dry rot came within the accepted
definition that an accident is "an

undesigned and unforeseen oc-
eurrence of an afflictive or un-

fortunate character" and an

occurrence is "any incident or
events, especially one that hap-
pens without being designed or
expected."

Also, the court held that an
"accident" or "occurrence" may
be a continuing condition or
process noting that "a glacier

CALLSBEFORE
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THE BIG ACCIDENT. It can happen to you. To any business. Anytime. It strikes count-
less times every year. Causing damage in the millions. Like the boiler explosion in this
picture where the loss exceeded $100,000. Not just boilers. All kinds of pressure vessels,
turbines, generators, and power production machinery. When this kind of equipment
fails, it's usually no small accident.

HARTFORD STEABI BOILER



moves slowly but inevitably." Fi-
nally, the court concluded that
although language in the policies
excluded recovery for replace-
ment of the defective backfilling,
coverage remained for damages
resulting from the defective

work. Consequently, the insurers
were held responsible to Gruol
for the $15,200 damages Gruol
was required to pay Mr. Dono-
van. Gruot Construction Co., v.
Insurance Co. of North America,
Court of Appeals of Washington,
Division 1, July 15, 1974, Farris, J.
524 P.2d 427. b) (BI/02/Oct.-$2)

*:*

ACCORDING TO the supreme
court of Missouri an insurance
company is not liable under a
contractor's public liability policy

the accident occurred

while the insured was neither en-
gaged in the covered operations
nor on the covered premises.
Here C.R. Berry doing business
as C.R. Berry Construction Co.
(Berry) was engaged in the busi-

ness of constructing residences
and associated garages. MFA

Mutual Insurance Co. (MFA) is-
sued to Berry a contractor's pub-
lie liability policy limiting
coverage to "Hazard A" defined
as "Operations & Premises-The
ownership, maintenance or use of
premises, and all operations."
The policy declaration sheet fur-
ther particularized classifications
and locations of operations and
premises as "carpentry in the
construction of detached private
residences for occupancy by one
to two families . . ."

Berry had completed construe-
tion of a home for the Hills fami-
ly but left a radial saw on the
premises. Several months after
occupancy by the Hills they re-
quested that the saw be removed.
Berry complied, but while trans-
porting the saw in the company
truck and while on a public
street, a Berry employe was in-
jured when the arm of the saw
shifted position while the truck

was turning a corner. The em-
ploye filed suit for recovery of
$200,000 darnages and MFA

brought this action to determine
whether it was obligated to de-
fend Berry under the contractor's
policy. The trial court held that
the policy provided coverage and
that MFA was obligated to de-
fend. The supreme court dis-
agreed.

On appeal the injured employe
contended that the movement of
the saw constituted carpentry
within the polieys' meaning be-
cause Berry was moving it from
a recently constructed residence
to storage until needed in con-
nection with future carpentry
business. However, the court con-
cluded that sir.ce the construction
job had been completed sometime
before, Berry was no longer en-
gaged in carpentry at the site and
therefore the employe was not
engaged in carpentry at the time
of the accident. Furthermore the
court found that the accident did

ITHAPPENS
.

Our business is to keep The Big Accident from happen-
ing to you. We protect over a third of the nation's insured
power equipment. And we've discovered that 60% of
all accidents caused by power-producing equipment
can be prevented by proper maintenance and efficient
inspections. Not just superficial walk-throughs, but
comprehensive inspections by engineers who know
what they are doing. Our 800 inspectors make more
inspections in a month than most insurance companies
make in a year. In fact, they've had more loss preven-
tion experience with more kinds of equipment than
all other boiler and machinery companies combined.

Insuring heating, cooling, power producing equip-
ment and other machinery is all we do. We inspect for
our own protection. Because nobody wants an acci-
dent. Let's talk. Before it's too late.

If you believe The Big Accident happens to the other
guy, we should talk anyway: Our experience in reduc-
ing fuel consumption, correcting wasteful conditions,
and pointing out other operating efficiencies can con-
tribute to your company's profitability. Let's talk.

In Atlanta, call Pete Peterson; in Baltimore, Bill Fin-
lay; in Boston, Jack Flodin; in Chicago, Dave Carlson;
in Cincinnati, Fred Voges; in Cleveland, Bill Stewart;
in Denver, John Cline; in Detroit, Russ Driscoll; in Hart-
ford, Jim Miller; in Houston, Otto Postma; in Los Angeles,
Fred Chadwick; in Minneapolis, John Arenz; in New
Orleans, Bob Greeson; in New York, Jim Thompson;
in Philadelphia, Bill Mount; in Pittsburgh, Walt Durell;
in St. Louis, Bernie O'Connor; in San Francisco, Jim
Baas; in Seattle, Charlie Marsh; in Syracuse, Dick Fish.
Let's talk.

not occur on premises as defined
in the policy but on a public
street. The court thought it clear
that under the policy the cover-
age of carpentry operations was
provided only with reference to
those sites where the contractor
was engaged in construction of
the specified types of building,
including "the ways immediately
adjoining." MFA Mutual Inst£T-
ance Co. v. Berry. Supreme Court
of Missouri, July 22, 1974, Finch,
J. 511 S.W.2d 807. (BI/03/Oct.-
$2)

A PROVISION OF Michigan's
workmen's compensation act di-
recting a reduction in workmen's
compensation payments to
ernployes over the age of 65 has
been ruled constitutional by the
court of appeals of Michigan. The
court disagreed with the asser-
lion that the provision was un-
constitutional because it "arbitrari-
ly, unreasonably and capriciously"
discriminated among disabled em-
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Floyes solely on the basis of age.
While the court did not neces-

sarily disagree with the view that
the primary purpose of the act
was to secure to an injured ern-
ploye compensation through a
charge upon the industry paid
through the employer, it did not
view this avowed purpose as
meaning that benefits were to be
paid solely as compensation for
injury in the tort sense rather
than as replacement for wage
loss.

Viewed as compensation for
wage loss, the court did not think
it unreasonable to assume that
the legislature found that upon
attaining the age of 65, a work-
er's level of compensation often
decreased as a result of retire-
ment, reduction in work, or for
any other reasons.

Consequently, the court believed
that the use of age in the act
to classify was reasonable. The
legislature, the court pointed out,
did not make age on the date of
injury controlling for determin-
ing the amount of benefits, but
rather made age controlling f6r
determination of amount regard-
less of age on the date of injury.
Cruz v. Chevrolet Grey Iron Div.
of Gen. Motors Corp., Court of
Appeals of Michigan, May 29,
1974, Bronson,J. 220 N.W.2d 178
(BI/04./Oct.-$2)

***

A BUILDER BROUGHT an ac-

tion against Travelers Indemnity
Co. after the insurer, on a policy
containing a building-under-con-
struction endorsement, denied

coverage for items taken from a
building under construction. The
trial court ruled in favor of the
builder and the insurer appealed.
The district court of appeals of
Florida agreed with the trial
court, ruling that the policy pro-
visions excluding coverage if a
building has been vacant beyond
a period of 30 consecutive days
could not reasonably be applied
to exclude coverage for loss of
items taken from an apartment
building which was under con-
struction at the time of the bur-
glary.

In the court's opinion, the spe-
cial endorsement attached to the
policy was for the express pur-
pose of providing insurance for
such loss while the subject build-
ings were under construction.
The court also concluded that the
property taken in this burglary
such as range hoods, chandeliers,
and fluorescent lights which

were stored in packing cartons in
an apartment, were covered as
equipment and supplies inciden-
tal to the construction of the
building and were not excluded
by a policy provision excluding
coverage for property which was
not an integral part of the build-
ing.

"Like other contracts, con-
tracts of insurance should receive
a construction that is practical
and reasonable as well as just,"
the court emphasized. "If one in-
terpretation, viewed with the
other provisions of the contract
and its general object and scope,
would lead to an absurd conclu-
sion, that interpretation must be
abandoned and one more consist-
ent with reason and probability
adopted." Travelers Indemnity
Co., v. Milgen Development Inc.,
District Court of Appeal of Flori-
da, Third District, May 28, 1974,
rehearing denied, August 15.
1974, per curiam, 297 So.2d 845
(BI/05/Oct.-$2) •

(Copies of the entire decisions
described in this column may be
obtained by writing to Business
Insurance, attn. Managing Editor,
740 N. Rush St., Chicago, Il.
60611. Please endose a check for
$2.00 to cover the cost of each
case you order, and specify the
code number of the opinion, which
is at the end of each brief.)
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Fiduciary insurance draws
100 inquiries every week

CHICAGO-Fiduciary insur-

ance is not a new idea, it only
seems that way. "We're getting
inquiries at a rate in excess of 100
a week on a national basis," said

Timothy N. Thoelecke, president
of both the Planning Corp. and
Great Lakes Agency, locally-based
insurance brokers specializing in
this type of coverage.

PRITCHARD & BAIRD, INC.

REINSURANCE

FACULTATIVE AND TREATY

299 MADISON AVE., MORRISTOWN, N.J. 07960

3550 WILSHIRE BLVD., LOS ANGELES, CA. 90010

His company, in affiliation with
Professional Indemnity Agency
(N.Y. ), a subsidiary of Tolley In-
ternational Corp., and Voigt, Wal-
ker & Co. Inc. (west coast), offers
trustees' and fiduciaries' liability
insurance coverage in limits from
$250,000 to $10 million. Various

deductibles are available, starting
at $1,000, Mr. Thoelecks ex-
plained. He would not comment on
the cost of premiums, which cover
a three-year period.

LLOYD'S OF London under-

writes the coverage, a version of
which has been offered to trustees

since January, 1969. The policy
was recently upgraded, Mr. Thoe-
lecke said, to parallel require-
ments for trustees as defined by
the new federal pension reform
law, signed into law by President
Ford on Labor Day.

The largest fund oovered

by the policy has more than
50,000 participants; the smallest
fund has 15 participants, Mr.

The personal benefit statement.
- -

OUR COMPREHENSIVE MEDICAL-DENTAL PLAN COVERS YOU ANO YOUR
ELIGIBLE DEPENDENIS FOR THESE BENEFITS:

Semi-Private Hospital Room And Board Charges 100%

Hospital Services, Including But Not limited TO:
Ambulance, Nursing Home Charees. Registered Nurse
Services, 00/tor•s Fees, Medicines L Diagnosis,
Abnormal Pregnancy Chaiges, And Dental Expenses.

Afte, Ihe Payment Of $75/Person/Calendar Year
(Maximum Of $225/Faelly/Yearl. Your Plan Pays
lOt Of The First. ..• ................... .., 5,000
And 100% Of Additional Covered Medical Expenses In Any
Calendar Yeas Maximum Lifetime Benefit Payable Is .,
t 20,000 For You And For Each Covered Dependent. -*

For Some Dental Work A 50% Rate Applies. Dental 111
Maximum is $500/person/Year. C. el, 4

DISABILll¥ INCOME FOR YOU:

SHORT-TERM DIJABiL]TY

It You Are Unable To Work You Will Receive A
Benefit Starting On The 1st Day Of Hospital
Or The Bth Day Of Disability. Benefits A¢*

Determined By The State In Which You Live,
LONG-TERM DISABILITY

After 6 Months Of Continuous Total Oisabilbty Which
Prevents You From Working, You Are Eligible For A
Monthly Benefit Equal To 662/3% Of Your Balic
Monthly Earnings - Up To Age 65, Maximum Benefit Is
$ 1000 /Mo . This Benefit Is Reduced By Payments Frol
Workmen's Compensation, Social Security, 0, Othlr
Disability Plans. your Benefit Would Be.4 1300.

lf You Are Totally Disabled, You Will Also R**01¥*
Benefit Payments From Our Retirement. Profit
Sharing And Investment-Savings Plans.

DEAIH BENEFITS *PAYABLE TO YOUR FAMILY (AS OF 1-4-743:
(Be Sure 10 Keli ¥our Beneficiary Diabonition Ul Te Sate.1

Group Life 4 nsurance.... ............... ......$ 42.500.
Profit Sharing PI,* .. 3831.
Inve*tl**t-Savines Plaa.. 3910.

Ret¢nme**0 y.a,.«'le•'· ···.6 7.29
50(4,1 Secur Ity'l*f. 11/7....34*i............$ 255
For De,th Ca*ed , An 1*donte...0 , 5 ¤,000
Buaines, ./W/6//M i F

her Death-WN, frrks¥**ino....t..2.........4 50.000

n You Die Froil A *0/1*-YlliNd **d#/1. Imth B®*Of lt*4. ·
From work-n" C.....tmi;.i'Uld h NIA *$

f /6
Benats for L 37*
PEr familv / 64 4

''4
/

\1 /

Orhowto
let your
employees
know exactly
where they
stand.

-.... -&.

=

Thoelecke said. He would not say
how many policyholders his com-
pany has.

Highlights of the coverage, as
described by Mr. Thoelecke, are:

• Anyone acting as trustee for
a retirement plan is covered under
this policy; this includes company
employes, directors, or officers ap-
pointed as trustees.

• Self-insured and unilaterally-
managed pension plans are cov-
ered as well as jointly-adminis-
tered, i.e., Taft Hartley plans.

• The policy is offered on a
"claims made" basis, meaning
that a claim is covered only if it is
reported during the policy period.
If reported after the policy has ex-
pired, the claim is not covered.
"This is standard procedure for
this type of policy," Mr. Thoelecke
said.

• Full coverage is provided for
fund investments. Mr. Thoelecke
gave the following example to il-
lustrate: If a pension fund loses
part of its asset value and an em-

RETIREMENT PLAN: 2
*

lf You ¥IN %,R*Gat *ar 0*1 ***iremint Date, your
Es ti /*t•*040/*t-U•tteR€*M*45 Re lud ing

510.

Unwies'.531'/'.WI."I yal.'C't imitld 500
250.

f " 4 .,
IR"Wilply#U**L«Nt E ,

illlilmt/lt »*,ark,4 Plan account Balinel

..'* r M &075 Company Contilbutlens ..5 69.r.
¥*W  4 1*13 ln,lationt Loli... ....... fU 16.)

ACC•1*48*lace As Of 12/31/73.....1 . 3.831.

A# Vah I,r•*act. You  St That Yow Piant .0
'ifing Pll,i /und, 6.75!-0 N You In A Lul, Stal K;
'11• Used To Provide You With A hly 1/•6100
M. Your Now Account hknce oMdi

Ily R*ti,ImInt Binefit Of......,. 55.

Iment Of Tout Account

:*

SAVINGS PLAN:

-'/. COMPANY
'.•B&'D CONTRIBUTION

SAVING But ACCOUNT12/31/72 BALANCE 1 1185. 6 1144
YOUR 1973
CONTRIBU,10" 6 ' 180 #AM#b. 4 144.
1973 GAIN/LOSS $ 10 .4-'» 1109.1 4 (39,)
12/31/73 SALANCE $ 1375* s !286. $ 1249.

Your 12/31/73 Salanc1-f Converted To A Monthly
Retireaant Benefit, Would Provide.........1 113.

POSSIBLE TOTAL MONTHLY RETIREMENT INCOME FROM ALL
SOURCES.-·.

AN*t;AL VALTIE OF ALL YOUR EMPLOYEE BENEFITS:

Th* B•ellits hown Abave Are Paid For Enticily
01 14 *prt ly T** Colpany. Other Coipan,-Paid
Don.fh, -anctud* ncations And Holidays, ellis

J4 -thi Cost Of ile,kmeus Compwsation And
Wn•eploymont Co•,ensation.

1178.

1 Of Til *ltal Estimatld Cost Of Att Of Your Benethfi
Vn Mn-

-¥*ue 3.** I lh• C.st Was..............<:k ' «*2
1*0110,**, Sharl Of The Cost was_.. ....* ' . 4633.

*U* :0 14.6 ne,eus 111 Am¥ OF THEV.#

¥M *c 104 fult#E OR HAVE NOT ELECTn m i*la'i
- 12 <t »(, Murs Eaets about

\'yopr benefits - ,--*,4-/6 ...

How much do youremployees know about
the benefits you provide?

In many cases. the answer is Not much.

Which is terribly unfortunate. After all,
there's a good chance that these benefits
are tacking around 30% or more to your

payroll costs. And what are you getting for
your money if you don't let your employees
know about it?

That'swhereMarsh&McLennancomesin.

Our Communications Services group, in
cooperation with the appropriate managers
in yourcompany, specializes in transmitting
these importantdata to employees.

The Employee Benefit Statement is a

prime example of this: a computer print-

out. personalized for each employee. that
enumerates exactly what each is entitled to
in your various benefit programs.

A typical statement might include hospi-
talization. life insurance, disability, pension
and profit-sharing information. Of course,
this can be tailored to meet each company's
specific needs.

Oryou maybe interested in utilizing other

media for yourmessage.booklets,slides.
filmstrips-you name it. Marsh & McLennan's
Communications Services can do it.

In fact. we're ready to do just about
everything to help you spread the word,

Becausewhat'sgoodforemployeemorale
isgood foryourbusiness.

MADIi/:Al{( gkag/lotjffs//fuRUB,

ploye sues the fund trustee and
wins, the award made under the
policy would include this loss of
investment income.

• The professional administra-
tor of the plan, e.g., a bank, is
covered at no additional charge.

• The cost of legal defense is
covered "in addition to the limits

of liability." This feature differs
from most directors' and officers'

liability coverage, Mr. Thoelecke
explained, which usually stipu-
lates that defense costs be "in-

cluded within the limits of liabil-

ity." For example, he continued,
if a suit is brought against a plan
with $1 million liability coverage
and legal costs are $100,000, then
only $900,000 remains in the pol-
icy to cover any settlements made.

• No adj ustments are made on
the policy premium if either fund
assets increases or if the number

of employes covered by the plan
increases.

• Any claim settlement requires
the approval of the insured, mean-
ing that the underwriter cannot
make an independent settlement
on any suit without the approval
of the policyholder.

• The roles of fiduciary and
trustee are separated under the
policy. "Fiduciary" is a broader
term which applies to anyone hav-
ing responsibility for the pension
plan, however indirect it may be.

FOR EXAMPLE, a company
president who appoints the offi-
cer who appoints the trustee is
technically a fiduciary of the
fund, and he can be held liable as
such. "Trustee" is more narrowly
defined as the appointed individ-
ual or institution acting on behalf
of someone else's fund, Mr. Tho-
elecke explained, adding that
these were not intended to be
taken as legal definitions of the
terrns.

As Business Insurance reported
on Aug. 19, other major under-
writers of fiduciary liability in-
surance are: Stewart, Smith Man-
agement Corp., the prominent sur-
plus lines brokerage house which
is managing underwriter on a
package for Chicago-based CNA;
Aetna Life and Casualty; and First
State Insurance Co., Boston. The
policies developed by the Profes-
sional Indemnity Agency are be-
lieved to be more comprehensive
than those mentioned above, how-
ever.

Approve 10%
increase for

work comp
HARRISBURG - Pennsylva-

nia's insurance commissioner,
William J. Sheppard, has ap-
proved a modified 10 % rate in-
crease for workmen's compen-
sation insurance in that state,
effective immediately.

"This filing reflects in part the
increases in the weekly wage
benefits that injured workers will

be entitled to January 1, 1975,"
the commissioner said. "But, pri-
marily, the overall increase is the
result of adverse experience of

the workmen's compensation in-
surance industry," he added.

The state compensation rating
bureau, which represents all in-
surance companies writing work-
men's compensation, originally
asked for a 12.7% increase "which
would have resulted in an addi-

tional $31,700,000," the commis-
sioner said. "I have instead cut

their request back to just over a
10% increase which will result in

an additional $23,490,000." Mr.
Sheppard added.

He pointed out that there are
decreases as well as increases in

this new rate schedule. The larg-
est decrease cited was 17.5% and

the highest increase, 38 %. •



Maintenance of Way Workers are
seeking dental and eye programs

WASHINGTON, D.C.-Com-

prehensive dental and eye care
plans top the list of benefits
sought by the Brotherhood of
Maintenance of Way Employees
(BMWE) in their new contract,
scheduled to go into effect Jan.
1, 1975.

The union represents 130,000
employes of all major U.S. and
Canadian railroads whose re-

sponsibility it is to keep tracks
and roadbeds in working con-
dition.

The present contract, negotiated
three years ago, expires Decem-
ber 31 and negotiations with the
National Railway Labor Confer-
ence will begin in November, ac-
cording to J. R. MeGlaughlin, na-
tional legislative representative
for the union.

BMWE along with 19 other rail-
way labor organizations is pro-
vided with health insurance by
the railroads. Travelers Insurance

Co. is the primary underwriter.
Mr. MeGlaughlin said, and pre-
miums are $60 per month per em-
ploye.

"WE'RE HOPING to plow some
new ground in the benefits area,"
Mr. McGlaughlin said of the new
contract negotiations. Included

among "provisions being sought"
are:

• coverage of expenses incurred
by a living donor of an organ or
a tissue to the extent that such

donor is not covered under any
existing health insurance program;

• coverage for expenses in-
curred in elective surgery such as
voluntary sterilization;

• increased miscellaneous hos-

pital expenses allowances and in-
clude all intensive care expense
under basic hospital coverage;

• elimination of special restric-
tions of psychiatric care.

In addition the BMWE is seek-

ing a 35 % wage increase over a
period of two years. A 50 cent
an hour increase would become
effective Jan. 1, 1975 and 35.5
cents an hour plus 7.5% as of
Jan. 1, 1976.

A two-cent-an-hour increase

for each three-tenths of a point
increase in the Consumer Price

New support
for national

health plan
WASHINGTON-Sen. Jarnes

Abourezk (D-S.D.) and Govs.
Patrick J. Lucey of Wisconsin and
Philip W. Noel of Rhode Island,
have joined the Committee for
National Health .Insurance, which
supports a national health insur-
ance plan similar to the Kennedy-
Griffiths "health security" bill.

Other new members of the
committee announced last month

were Mayors Abraham D. Beame
of New York City and Harvey I.
Sloane of Louisville, Ky.

The committee is chaired by
Leonard Woodcock, president of
the United Auto Workers Unjon. •

Named president
Francis J. O'Dorman Jr., a Har-

risburg, Pa. attorney, was named
president of the Pennsylvania De-
fense Institute, (PDI), at its annu-
al convention. Organized in 1969,
PDI is a non-profit corporation
whose membership includes law-
yers, insurance executives, self-
insurers and independent ad-
justers.

Index between November 1974

and February 1975 is also being
sought. The first adjustment
would be paid April 1, 1975, with
adjustments paid quarterly there-
after.

An amendment to the union's

vacation agreement which adds an
additional $50 per week for each
week of vacation due or taken

is proposed in the new contract.
The health and welfare items

were covered in an official notice

served on all railroad nnanage-
ments in. the U.S., Aug. 1.

A spokesman for the National
Railway Labor Conference told

Business Insurance the unions
request for improved benefits was

too wide in scope and not specific
enough.

"A dental or eye care plan
could cost anywhere from $1 to
$40 a month, depending upon
what it includes." the spokesman
said, "but the unions haven't
specified just what they want."

The spokesman noted he ex-
pected a premium rate increase,
based on the removal of health

care services from price controls
adding he's adopted a "wait and
see' attitude towards granting of
increased benefits. I

6161NE
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AMERICAN NATIONAL

GENERAL AGENCIES, INC.

Underwriting Managers

Entertainment

Completion Guarantees
Cast & Preproduction insurance
All Risks Negatjve Film
Props & Miscellaneous Equipment
Extra Expense
3rd Prty (CCO Property Damage
Producers' Errors & Omissions

Print Procurement Errors & Omissions

Worldwide Film Print Floaters

All Risks Video-Tape Floaters
Blanket Fidelity Bonds

Money & Securities

Non-Appearance & Non-Performance
Exhibition & Convention Abandonment

Sporting Events Abandonment
Closed Circuit TV Failures

Flight Accident Insurance
R.icing Drivers· Accident
Musical Instrument Floaters

C.miera & Sound Equipment Floaters
Inland Marine Floaters

Livestock Mortality
Animal Extra Expense
R.,in Insurance

Adverse Weather Extra Expense

SERVING ONLY INDEPENDENT BROKERS AND AGENTS WORLDWIDE

3200 Wilshire Blvd., South Tower, Ste. 1208, Is Angeles, California 90010
12131386-8490 Telex No. 67-7088

SEATTLE SAN D[EGO SAN FRANCISCO PHOENIX

[2061623-7533 17141232-0179 141519564055 16021 258-8261

A subsidiary of The Sperry and Hutchinson Company

It started out as a small fire

But small fires can rapidly turn into large costly
blazes... the kind that shutdown entire plants and
destroy hard to replace machinery. In today's world of
shortages and long lead times, you can't afford to
lose one machine-much less an entire plant.

That's where Ansul can help. We can't prevent
fires. But we can put out the fire before it has a
chance to cause severe damage.

Our people are fire protection experts. We analyze
your fire protection needs, specify tre correct
equipment and train your people to use it.

Tc learn how we can help you, call your Ansul Man,
he's in the Yellow Pages or write for our current
literature file.

The Ansul Company, Marinette, Wisconsin 54143

Ansul Solves Fire Protection Problems
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Congressmen receive $220,000 in
contributions from doctor's group

WASHINGTON-Forty-two
U.S. Representatives have receiv-
ed nearly $220,000 in campaign
contributions from medical profes-
sionals this year.

This flow of campaign dollars
prompted the Health Security Ae-
tion Council (HSAC) to. issue a
"broadside" report this month en-
titled, "Your Congressman May
Be Dangerous to Your Health."

HSAC is an affiliate of the Com-
mittee for National Health Insur-

ance, a liberal-labor group backing
adoption Griffiths-Corman ( Orig-
inally Kennedy-Griffiths) Health
Security Act.

The health security bill, the most
radical national health proposal
before Congress, would do away
with the private health insurance.

industry as far as basic medical
coverages are concerned. It would
be replaced by a system of health
insurance operated through Social
Security.

The 42 Congressmen targeted by
HSAC include 39 Republicans, and
three Democrats "who have over-

whelmingly voted with the Ameri-
can Medical Assn. and against
legislation to reform personal
health care services.

TWENTY-SIX of the 42 Con-
gressmen are sponsors of Ameri-
can Medical Assn.'s Medicredit na-

tional health bill, which would
subsidize health costs through a
system of tax credits.

HSAC said the AMA plan
"would raise taxes to subsidize pri-

fhousand!
All companies, large or small, need
big-league coverage when it
comes to employee benefits.

Over 1000 companies in the ' '24-
employees or under'' market
have agreed, by signing up for
Crown Life's small-group
package, which we intro-
duced last year.

Called CGT* in the United

States-for ''Crown Group
Trust"-it includesa choice

of term or cash-value life

coverage, plus matching
amounts of 24-hour Acci-

dental Death and Dismem-

berment benefits.

vate companies in paying higher
fees to doctors.

"Vast additional amounts are

being contributed right now to
Congressmen who support only the
AMA positions on national health
insurance and health care reforms,
which is to say little insurance and
no reforms," according to the
HSAC report.

The bulk of the campaign con-
tributions are funneled through
the American Medical Political Ac-

tion Committee (AMPAC), a
separate organization fronn the
AMA established as the doctors'

political arm.
AMPAC officials told Business

Insurance they had distributed
about $645,000 in campaign con-
tributions so far this year, with

Our pennant-winning plan
of benefits has a basic

schedule which provides a
maximum of $25,000 for the
top class, with $10,000 and
$5,000 in the other two. Option-
al coverage brings the totals to
$50,000, $20,000 and $10,000. Total
coverage is subject to individual
state requirements. Evidence of insur-
ability is required for groups of 1 to 4
employees and for the optional additional
coverage on any size group.

The cash-value coverage can be elected
by the individual employee. It is Crown
Life 's Bl.GOLI -plus, which offers the retir-
ing employee an annuity option as an
alternative to the cash-out.

Crown's Group Trust Administration people
have great speed on the base paths, with

*CROWN
LIFE INSLRANCE COMPANY

Name

Company

Address

City

State

0

another $200,000 to be donated in
the remaining weeks before the
November election.

The November balloting could
be crucial for HSAC and the labor

supporters of the Health Security
Act approach to national health
insurance.

Organized labor has backed off

from pressuring for a national
health insurance bill this year in
hopes of having more support in
the next Congress.

THE KEY struggles, which

could still be fought this year, will
be .in the House ways and means
cornmittee, however, where the
AMA has already been able to
demonstrate its strength.

Rep. Wilbur Mills (D-Ar.)
quickly found his ways and means

committee seriously split when he
attempted to put through a com-
promise national health proposal
in August.

The Mills compromise would
have required employers to offer

issue time cut to

a minimum, and
bi I I ing and report-

ing procedures de-
signed for optimum

ease and simplicity.

With the triple-play
of ample benef its;
annuity or cash-
value options;
and fast and

L simple issue and
administration,

CGT * deserves its
high position in the
standings.

To find out the score,
get in touch with your
Crown Life General

Agent or Group Office,
or simply pitch the com -

pleted coupon in to your
mailbox!

(This coverage not available
to employers located in the

state of New York.)

GROUP MARKETING DEPI

120 BLOOR STREET EAST

TORONTO, ONTARIO
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and employes to purchase a stand-
ardized medical benefits policy
which would be underwritten by
Blue Cross-Blue Shield and com-

mercial health insurance cornpa-
nies.

The private insurers would only
have been administrators for the

second level of catastrophic bene-
fits included in the national health

package.
Two of the ways and means

committee members received

AMPAC contributions in 1974:

Rep. Joel Broyhill (R-Va.), $6,-
000; and Rep. Donald Brotzman
(R-Co.), $3,125.

The other representatives re-
ceiving AMPAC campaign con-
tributions were:

Edward Young (R-S.C.),$5,000;
James Abnor (R-S.D.),$5,000; La
Mar Baker (R-Tn.), $7,000; Dan
Kuykendall (R-Tn.), $5,200; Alan
Steelman (R-Tx.), $2,000; Robert
Price (R-Tx.), $5,100; Stanford
Parris (R-Va.), $5,300; William
Wampler (R-Va.), $3,000; Vernon
Thomson (R-Wi.), $4,250; Harold
Froehlich (R-Wis.) $5,000; John
Jarman (D-Ok.), $6,500; Robin
Beard (R-Tn.), $5,000; Robert
Bauman (R-Md.), $7,050; Mar-
jorie Eolt (R-Md.), $3,050; Garry
Brown (R-Mi.), $7,000; Robert
Huber (R-Mi.), $7,000; Gene Tay-
lor (R-Mo.), $5,500; Richard
Shosp (R-Mt.), $6,000; David
Towell (R-Nv.), $15,300; John
Hunt (R-N.J.), $3,000.

ALSO RECEIVING support
were Charles Sandman (R-N.J.),
$1,000; William Whitehurst (R-
Va.), $3,000; Earl Ruth (R-N.C.),
$5,000; Samuel Devine (R-Oh.),
$8,100; John Dellenback (R-Or.),
$3,000; Albert Johnson (R-Pa.),

$2,000; John Hammerschmidt (R-
Ar.), $6,500; Donald Young (R-

Ak.), $10,100; Robert Lagomarsino
(R-Ca.), $5,300; Donald Brotzman

(R-Co.), $3,125; John Davis (D-
Ga.), $2,000; Robert Hanrahan

(R-Il. $4,000; Samuel Young (R-
Il.), $5,250; George O'Brien (R.-
Il.), $1,000; Earl Landgrebe (R-
In.), $5,000; Roger Zion (R-In.),
$3,000; David Dennis (R-In.), $4,-
000; William Hudnut (R-In.) $9,-
500; William Scherle (R-Ia.), $6,-
000; M. O. Snyder (R-Ky.), $2,000;
John Rarick (D-La.), $2,500. •

AMPAC

replies to
statement

WASHINGTON -- The chair-

man of the American Medical

Political Action Committee (AM-
PAC) said this month that his

organization's $600,000 in Con-
gressional 1974 campaign contri-
butions is still only about one
third the amount Common Cause

identified as coming from "labor
affiliated groups" in the 1972
campaign.

The comment was in reply to
a statement detailing AMPAC
contributions by the Health Secur-
ity Action Council (HSAC).

Dr. W. J. Lewis, AMPAC chair-
man, said, "It is curious that the
Health Security Action Council
points its finger at 42 Congress-
men. We are currently support-
ing 220 Congressional candidates,

about half of whom are sympa-
thetic to our ( Medicredit) pro-
posal for national health insur-
ance, while the half of the candi-
dates are undeclared." •

July fire losses up
Fire accounted for $256 million

in losses in the U.S. during July,
17.4% over the 1973 figure esti-
mated by the Insurance Services
Office. Estimates published by the
ISO are based on individual com-

pany reports of insured losses.



Malpractice insurance
is 2nd highest in Ohio

COLUMBUS, OH.-Hospitals in
this state have the second highest
malpractice premiums in the
United States, causing medical
care costs to skyrocket this year,
the state insurance department
announced recently.

Public hearings are being held
here to determine just how much
effect rising medlcal malpractice
rates and big court settlements are
having on medical care.

These hearings, along with a
series of fact»finding investiga-
tions regarding Blue Cross and
hospital rates, will assist the state
insurance department in estab-
lishing "a coordinated attack on
the continuing problem of infla-
tionary medical costs," Kenneth E.
DeShetler, state insurance direc-
tor, said.

Like many other states, Ohio
only recently became acutely
aware of what malpractice insur-
ance has done to medical costs. A
1972-73 study by the Department
of Health, Education and Welfare
(HEW) said Ohio hospitals pay an
average of $66,000 a year for mal-
practice insurance-an average of
$165 a bed for a 400-bed hospital.

THE SAME report said Ohio
physicians must pay an average of
$770 a year-the 17th highest in
the nation-and seven times more
than they paid in the mid-60's.
Surgeon's premiums, the report
said, were $2,300 annually and
also 17th in the nation. Ohio den-
tists pay about $40 a year for Inal-
practice insurance, which makes
them 16th highest in the country.

A state insurance department's
white paper, which contained pro-
posed regulations for Blue Cross
in Ohio, said the rate for hospitals
in the state may be partly the re-
suit of the absence of a hospital
license law. "In most states mini-
mum safety standards are assured
through a hospital license law,"
the report said. "Ohio has no such
law."

Blus Cross does have a private
accrediting agency in addition to
such groups as the Joint Commit-
tee on Accreditation of Hospitals,
the report said, but not all hos-
pitals in Ohio use their services.

Dr. William Nick, associate pro-
fessor of sugery at Ohio State
University, who took part in the
HEW study, pointed to another

List iniuries
under harbor
workers act

WASHINGTON-A total of

133,000 injuries, including 140
deaths, were reported for the fiscal
year ending last June under the
Longshore and Harbor Workers
Act.

The 1974 fiscal year was the
first full year for this expanded
prograrn, which was enlarged to
include shoreside workers as well
as those who actually work
aboard ship.

The expansion accounted for
63,000 of the injuries, according
to the labor department. Ship-
board injuries totaled 70,048.

The total on injuries reported
in fiscal 1974 was 29,000 more
than in fiscal 1973, when the ex-
panded coverage was in effect
for only the last seven months of
the year. Deaths reported in fiscal
1973 totaled 91.

The Labor department said
benefit payouts under the program
are running about $46 million a
year. About 400,000 longshore and
harbor workers are covered. I

apparent void in Ohi,-the fact
that the state has no » central in-
formation gathering system to
register the number or amount of
lawsuits for negligence, how they
are settled and the reasons for
filing.

A California statute requires in-
surers to report any final settle-
ment or judgment in a liability
suit of more than $3,000, Dr. Nick
pointed out. He added that Ala-
bama has a similar law.

Dr. Nick said "there would be
some preventive aspect" if Ohio
enacted such a law. The state in-
surance department would then
have information on the cause of
patient injuries and could estab-
lish an effective program for pre-
vention. .
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831% participate in Union Pacific' s thrift plan
NEW YORK-More than 83.1 %

of the salaried employes of Union
Pacific Corp. and three of its sub-
sidiaries have enrolled in its thrift
plan, which became effective Feb.
1. The average employe con-
:ributes 5.2 % from each paycheck

Tel: 2-6270

which is matched by a 50 % con-
tribution by the company, accord-
ing to Harvey Turner, director of
public relations.

The cost of the plan to the
holding company is estimated to
be between $1.2 and $1.5 million

UNDERWRITERS

MANAGEMENT

LIMITED

Gray's Inn, P. 0. Box 1538
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Insurance Companies and

Investments
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for this year, Abbot M. Reff,
senior accountant for Union Pa-

cific Corp., said.
The thrift plan was developed

"primarily to fill out our em-
ploye benefit program," Lewis
J. Ringler director of employe re-
lations said. "Our benefit program
is very good connpared with
others in the industry. We like
to think of ourselves as ahead

of the parade," he said.
With the addition of the thrift

plan, Union Pacific Corp.'s total
benefit program runs about 35 %
to 40% of the company's base
payroll costs, Mr. Ringler said.

ANOTHER REASON for estab-

lishing the thrift plan was to
help employes save and give them
the opportunity to become stock-
holders in the company, Mr.
Ringler said. Participants have a
choice of three investment vehi-
cles and can allocate the com-

bined employe/company contri-
bution in multiples of 25 %: Fund
A consists of company stock,
Fund B is a diversified equity
fund and Fund C is a fixed in-

come fund. A participant may in-
vest in two funds, splitting the
sum either 50-50% or 25-75%.

Salaried employes are eligible
to participate in the plan after
completing one full year of ser-
vice and may elect to contribute
from 2 % to 6 % of base pay in
1% increments, Mr. Turner ex-
plained. The company concurrent-
ly contributes an amount equal
to 50% of the employe contri-
bution. Over 4,000 employes are
eligible to participate in the plan.

According the plan policy, Mr.
Turner continued, an employe

must decide on Jan. 1 what per-
centage to deduct from each pay-
check for the year and must also

choose the investment vehicle(s)
for the year.

The only exception, interjected
Frederick H. Jakobs, manager of
compensation and employe bene-
fits for Union Pacific is for an em-

-ploye who becomes eligible for the
plan after Jan. 1.

Normal distributions of the plan
are made on a two-year basis so
as to meet a two-year holding
requirement, Mr. Turner went on.
The participant, if he or she
chooses, may elect not to receive
the normal distribution in which

case it would be deferred until

the employe leaves the company
(by disability, retirement or

death) or else may be made
available under the withdrawal

provisions of the plan.

THE WITHDRAWAL rules per-
mit the participant to take out
100% of his or her own contribu-

tions. However, the participant
then forfeits the value of the com-

pany's contribution for the most
recent two-year period. If the
participants contributions have
been in the account less than

two years, he or she is suspended
from participation for three

months. If the money is held

more than two years, the sus-
pension period is six months, Mr.
Turner explained.

For money held more than two
years, the participant is entitled
to withdraw 50 % of the value

of the company's contributions
that have been in his or her ac-

count for more than two years,
as well as 50% of his or her own

If you haven't at least
recommended Honesty
Insurance, there's a

good ·charice the
explanation will fall
on you. So give your
company the protection
of F&D Honesty Insurance
and eliminate the

possibility of embar-
rassment later!

You and your agent or
broker can depend on
F&D bond specialists
for fast service and

professional advice as

to coverage... and,
if the other coverages

are packaged, the price
will reflect your

discount rate.

Fidelity and Deposit Co.
Nation's leading bonding experts
Baltimore, Maryland 21203

contributions. The corresponding
penalty, is suspension from par-
ticipation for six months.

Along with Union Pacific Corp.,
three of its four subsidiaries have

adopted the thrift plan, according
to Mr. Ringler: Union Pacific
Railroad, Upland Industries Corp.
and Rocky Mountain Energy Co.
The other subsidiary, Champlin
Petroleum Co. did not adopt the
plan because it has offered an-
other type of thrift plan, common
to the petroleum industry, for
several years.

A committee of the company's
board of directors, consisting of
three outside directors, has re-
sponsibility for managing the
plan. First National City Bank
is trustee. •

Merrill Lynch
will acquire
Family Life
NEW YORK-The boards of di-

rectors of Merrill Lynch & Co.
Inc., the holding company for the
largest stock brokerage firm in
the U.S. and Family Life Insur-

ance Co., Seattle, Wa. have ap-
proved a plan for the brokerage
firm to acquire the insurance
company. The plan was first an-
nounced in June.

Merrill Lynch, the first broker-
age firm to enter the insurance
market through acquisition since
the New York Exchange allowed
it members to sell all forms of

insurance last March, will issue
3,419,000 shares of common stock
for exchange on the basis of
1.61 shares of Merrill Lynch for

each share of Family Life. The
transaction is valued at $26.9 mil-
lion.

Family Life, ranking 212 among
the 1,800 life insurance compa-
nies in the U.S. had a total $2.3
billion in premium volume as of
June, 1974. The company is li-

censed to do business in every state
except New York, where an ap-
plication to write insurance will
be made in the future, a Merrill

Lynch spokesman said.
Family Life stockholders will

vote on the acquisition at the an-

nual meeting Nov. 7, in Seattle
and the merger should be con-
cluded by mid-November, a Mer-
rill Lynch spokesman said.

In a joint statement by Donald
T. Regan, chairman, and George
L. Shinn, president of Merrill
Lynch, the officials said the firm
plans to market insurance and
combinations of insurance and in-

vestnnents.

"We forsee a growing demand
by investors for insurance and
new types of investments, espe-
cially in the present economic en-
vironment," the officials said. m

AIG sets service division

Joseph C. Smetana Jr. was
named president of AIG Risk
Management Inc., headquartered
in New York City. Mr. Smetana
formerly directed risk manage-
ment for the consulting firm of
Booze, Allen and Hamilton Inc.
AIG Risk Management, a wholly-
owned subsidiary of American
International Group Inc., was

formed in August to provide risk
management services to indepen-

dent insurance agents, brokers
and their customers on a world-

wide basis. These services include

specialized programs for engi-
neering, claims administration

and computer information sys-
tems in the management of self-
insurance programs.



Benefit tax slants

Social Security throws a wrench
into deferred compensation plans

By JOSEPH S. ROBINSON
Attorney-at-law

HIGH BRACKEr executives--

those genera]ly earning more

than $50,000-often shoot for
ways to defer some of their salary
or bonuses to retirement time

when presumably income will be
substantially reduced. In the past,
the typical deferred compensation
arrangement was an acceptable
method to handle the matter.

However, a ruling of the Social
Security Administration handed
down just last year now discoura-
ges this technique. The reason
given is post-retirement deferred
pay is considered "wages" and, as
such, subject to Social Security

tax. (SSR 73-30). This means that
when an executive hangs up his

work clothes at age 65, and draws
down deferred pay, which was
stored up for him over the years,
he must still continue to pay $772

in Social Security tax so long as
he receives such payments, not-
withstanding the fact that he is
entitled to Social Security retire-
ment benefits at the same time.

What's more, deferred compensa-
tion when added to large pension
benefits could put the retired ex-
ecutive in a higher tax bracket
than if he simply took current pay
increases each year. In the latter

case, since there is a 50 % tax ceil-
ing on earned income, it often re-
sults in more after-tax income to

take the money now, rather than
wait and have to pay taxes on it
(including Social Security) after
retirement.

Take this example: Suppose an
executive enjoys a $100,000 sala-
ry. His maximum tax would be
limited to $42,060 because of the
50% ceiling on earned income.
Assume further that his projected
pension will run about $52,000 per
year. If the company arranges a
deferred pay plan with the execu-
tive under which he will pick up
an extra $30,000 for a number of
years after retirement, he will
then be in a higher tax bracket
than 50 % inasmuch as payouts
upon retirement are not consid-
ered earned income subject to the
50 % ceiling. If instead, the execu-
tive took the $30,000 in cash each
year during his employment, he
would save more than $2,000 in
taxes annually.

Then there's another angle.
Suppose the executive dies and
the deferred compensation be-
comes payable to his widow in a
lump sum. She might have to pay
a tax on the full amount in one
year-which could cause a mas-
sive erosion of the principal
amount. So taking everything into
consideration, many corporate ex-
ecutives or their wives are actual-
ly losing after-tax dollars under
deferred compensation setups.

***

A PENSION PLAN geared to
varying employe contributions

gets a nod of approval from I.R.S.
provided the contributions, on be-
half of each participant, are made
in accordance with a stipulated
formula that is not subject to the
discretion of the employer. This
ruling which is an about face of
previous pronouncements on the
subject by the revenue service
came about this way.

The pension submitted to I.R.S.
contained a defined benefit plan
which called for a yearly pension
equal to 50% of the aggregate
amount of each participant's con-
tribution. The plan also provided
for employe contributions at the

rate of two percent of annual
earnings with an option to con-
tribute an additional one or two

percent of such earnings at the
employe's discretion. There was
also the right of the participant
either to change the rate of his
voluntary contribution once a
year or to discontinue his contri-

butions. (Rev. Rul. 74-385).
***

STOCK OPTIONS can create a

ticklish tax situation when an-

other firm offers to buy up the
assets of the company and then li-
quidates it. The problem arises
because an employe must hold his
shares at least three years if he

wants to avoid tax when exercis-

ing a qualified stock option. So
when the company agrees to sell
its assets and wind up before the

three years are up, IRS wants
ordinary income on the difference
between the option price and
market price at the time of sale
because the stock is sold prema-

turely. (Reu. Rul. 74-267). How-
ever, the issue is still unsettled
since an appeals court previously
held otherwise. (Brown, U.S. Ct.
of App. 9th Cir.).

What about stock options in
community property states? For

instance, suppose a husband (res-
ident of California) exercised a

qualified stock option supplied by
community property money. The
stock received was a community
asset owned equally by husband
and wife. The wife died one year
later and title to her stock vested

in her estate.

IRS ruled that when optioned
stock is a community asset, the
wife is entitled to the benefit of

the stock option rules, even
though she is not the employe.
Her death within the three year
period does not trigger ordinary in-
come. (Rev. Rul. 74-68).

***

MAKE-UP CONTRIBUTIONS

for past service have been ruled
partially deductible under the fol-
lowing circumstances.

ABC Corp. had a qualified
money purchase pension plan
with required annual contribu-
tions of 10% of participants' cur-
rent salary. The company could
suspend its contributions for one
or more years with any missed
payments to be made up in subse-
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quent years. In 1972, ABC did not
pay in anything to the plan but
the following year both the cur-
rent and past year's contributions
were made at one time.

IRS. allowed the current year's
contribution in full but for the

previous year, only 10% of the
maximum was ali that could be
deducted under the limitation

contained in Section 404 (a) (1)
(C) of the tax code (Rev. Rul.
74-350).

***

MINI-SABBATICALS are be-
ing worked out by more compa-
nies as an added benefit T*ical-
ly, an employe may be entitled to
a three month extended vacation
after each five years of service.
The tax court has rewarded com-

panies that pursue this plan with
a nifty iax break by allowing
them to annually accrue and de-
duet the cost of the sabbatical in-

stead of waiting until the

vacations are taken. (Latrobe
Steel Co., 62 T.C. No. 51.)
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Does your business
interruption policy
cover new hazards?

By WILLIAM H. RODDA
President, Marine Insurance

Handbook Inc.

Chicago, Illinois

AFEW WEEKS AGO a hazardous

chemical leaked frorn an indus-

trial plant in a Chicago suburb. Homes
and businesses were evacuated by order
of public authority until the leak could be

contained and the area cleared of gas.
Losses from such an interruption of busi-

ness are not covered by the usual business
interruption irisurance. New chances of
loss have outstripped the customary cov-
erage, and in many cases are specifically
excluded.

Closing of a business is outside the cov-
erage of the usual business interruption
policy unless:

• there is an occurrence on the insured's

premises described in the policy; and
• the occurrence is one that fits within

the description the perils as listed in
the policy.

There has been an increasing number of
chemical leaks which affect businessmen
at remote locations from the leak. Even

the "all risks" type of business interrup-
tion policy is not broad enough in its de-
scription of perils to include a mere leak
where no accident or occurrence can be

defined. The other restricting feature of
coverage is the requirement that there be
physical damage to property on the in-
sured's premises.

Let us take a look at an extension of

coverage that was added in recent years
with the intent of covering the closing of
a business because of an occurrence in the

neighborhood. This provides coverage up
to a two week period for a loss that results
from closing by exercise of public author-
ity "as a result of damage to or destruc-
tion of property adjacent to the premises
described in this policy."

THE CLOSING has to be due to:

• denial of access by public authority;
• a peril described in the policy (There

is no coverage for an incident involving
a leak or other danger that was not de-
scribed in the policy, even though the
authorities prohibited anyone from en-
tering the premises.) ;

• damage to or destruction of property
adjacent to the insured's property.

The words "adjacent to" deserve some

examination. Dictionary definitions of ad-
jacent carry with them the idea of prox-
imity. One says, "adjoining or in contact
at some point or line." Another says, "con-
tiguous, touching, or in close proximity
without touching." This appears to rule
out a situation where public authorities
prohibit access to an insured's premises
because of some happening a block away
or a mile away.

Railroad wrecks have been occurring
with increasing frequency. A wreck hap-
pens a mile or SO down the track

from the insured's plant. A tank car
load of a dangerous chemical is punctured.
Thre is no physical damage at the in-

business insurance, October 14, 1974/49

Emergency workers make t·eir way toward tan< which is leaking toxic chemicals in Chicago.
3usiness interruption insurance does not usuclly cover an incident of this type.

sured's premises nor within a mile of his
place. There is no gas or o: her chemical at
the insured's premises, bu: the authorities
evacuate everybody within two miles of
the wreck for fear that a wind change will
endanger the people. The insured is out of
business, but he has no business interrup-
tion coverage because there is no damage
on his premises nor on premises adjacent
to his.

RADIOACTIVE MATERIALS are being

shipped with increasing frequency. An air-
plane crash or a railroad wreck might pose
the threat of radioactive contamination.

Hysteria tends to reign whenever there is
a radioactive spill-which is understandable

because nobody really knows the potential
danger from some of these materials. Evac-
uation may be accomplished by public
authority for miles around. It may take
several days before decontamination can
be accomplished.

Here is what a manufacturer or mer-

chant needs in the way of business inter-

ruption coverage for events that may result
in the closing of his place of business:

The Company shall be liable for the
actual loss sustained by the insured
resulting directly from an interrup-
tion of business during the length of
time when, as a direct result of an
occurrence, access to the described
premises is specifically prohibited
by public authority.
There is also the possibility that some

occurrence down the street will physically
prevent ernployes or custonners from get-
ting to the insured's premises. A bridge or
highway may be washed out, or the
streets may be blocked by debris from a
fire or tornado. An insured whose busi-

ness is susceptible to such a hazard would
need protection for loss resulting from
any interruption of business due to an oc-
currence, regardless of its distance from
the insured's premises.

There may be some difficulty in nego-
tiating coverage for any occurrence re-

Continued on following page

Risk control essential for data centers
"The Pentagon fire some years ago destroyed three com-
puters... The hardware loss was approximately $7 milion
the loss to the blank tape alone was $300,000... the in-
direct loss has been estimated in excess of $20 million."

By ROBERT E. ABRAHAMSON
corporate insurance manager

Control Data Corp.
Minneapolis, Mn.

ITHIN RECENT YEARS electronic
V V computers have become a vital ele-

ment in our dynamic economy. All sizes of
computers and computer networks are
being utilized to solve an increasingly di-
verse range of problems, covering business,
scientific and medical applications, involv-
ing the management of industrial, commer-
cial, institutional and governmental enter-
prises.

Those smaller firms without the need of

their own full-time computer now have
access to use of computer time as their
needs may dictate. The concept of operat-
ing large data centers and networks of
data centers is growing rapidly.

Computer risk management involves
the various aspects of loss prevention,
safety, security and insurance as it applies
to electronic data processing.

The important risk management aspects
tie very closely to the basic belief and phi-
losophy of sound financial management.
This means heavy reliance on the comput-
er, which brings with it various problems
of another magnitude.

For computers, the insurance considera-

tions could be threefold: the first being
property damage or fire insurance protec-
tion on the hardware or physical equip-
ment itself, with similar coverage on the
software or media and records; then, some
form of business interruption or extra ex-
pense coverage, depending on the utiliza-
tion of the computer. If the computer is
beihg utilized as a data center in doing
processing of data for others, there would
be an errors and omissions exposure.

THE STANDARD fire and extended

coverage policies do include coverage for
manuscripts and records, but only at their
blank value, plus cos. to reproduce them.
The valuable papers and records policy is
not definite on its intent on coverage for

EDP records; such as that on tapes, drums
and disc storage drives. In the special data
processing policy under the data media
and record section there is all risk cover-

age specifically for active data processing
media. The coMerage is actually repair and
replacement, in that it agrees to replace
the lost, damaged or destroyed media and
records with similar kind and quality. So
an implied policy conditicn is duplication
of records at a remote location (which in
itself is your best insurance). Therefore, if
there is no duplication, it negates the cov-
erage.

The valuation of media is a difficult

task. It includes a thorough analysis of the
operation, programming and operation
costs, estimates of back-up costs and any

other related costs. This is sometimes

greater than the exposure to the computer
system itself. The costs of programming
are in part in a concentrated form on tape
reels, punch cards and paper tape.

All risk business interruption coverage
provides for recovery of the loss of income
because of loss or damage to the equip-
ment or active data processing media.
This includes extra expense to do the
work somewhere else until computer sys-
tem operations can be restored and busi-
ness begun again.

To minimize business interruption in
the event of damage or disaster, arrange-
ments should be made beforehand for the

temporary use of another computer, either
through the manufacturer or another user
who has similar equipment.

THE PENTAGON FIRE some years ago
destroyed three computers of the U. S. Air
Force's statistical division. The hardware

loss was approximately $7 million while

the loss to just the blank tape alone
amounted to $300,000. The documentation
on the tape meant program time and proc-
essing which took years to accumulate, so
the indirect loss has been estimated in ex-

cess of $20 million.
Those firms who are acting in the ca-

pacity of a processor for c,ther parties may
have an errors and omissions exposure
which they should consider. There gener-
ally is an exclusion in a general liability

Continued on following page
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business insurance
points out the necessity of having an emer- The importance of computer control is
gency organizatton ready to cope with any increasing because of the growing size and

S LEd BWI(Bil¢H\?/lE problems that may arise. complexity of computer systems which
Many - readers will have heard of the makes errors more costly and difficult to

student riot damage at Sir George Wil- detect; also because of the sophistication
liams University in Montreal which a few of hardware where original documents

Data center If the building is not fire resistive then years ago completely destroyed the com- may exist only in the form of magnetic
sprinklers are advisable. Recommenda- puter center. This was a sophisticated records within the computer, placed there

... tions for sprinklers, smoke detection sys- EDP system which was declared a total directly from remote terminals; and final-
tems and other type of protection require loss It was not only from fire damage, but ly because of management's increasing

Continued frompreceding page careful evaluation. also from the corrosive action of water, dependence On information generated by
policy for the errors and omissions type of The computer user has to conform with caused by indiscrlminate use of water computers, not only for financial data, butloss. local fire codes and he also has to consider hoses by the student demonstrators. also in such diverse areas as marketing

The Minnesota legislature in early 1969 recommendations of the computer manu- My point here iS that through proper analysis, production scheduling, engineer-
passed a bill which imposes on computer facturer If he insures his own equipment, security measures, even the vandalism ing research and forecasting
data center owners habilities for errors he must consider recommendations of his and malicious mischief, sabotage or riot
and omissions unless negllgence was not insurance company's engineering depart- element are subject to a degree of control ONE OF THE primary considerations in
involved Whether or not a particular ment If the equipment is leased and the Until recently, the primary efforts in pro- the design of a computer center should be
state has passed a similar law, there is a lessor lS providing the coverage, he may tect-ng computer centers were directed the location of the room Too often, this
distinct possibility that commercial EDP also have to consider the recommenda- toward the prevention of losses due to ac- room is a virtual showplace with large
center operations still could be held liable lions of the lessor's insurer. cidental fire. Today however, the comput- plate-glass windows, sometimes in a sepa-
if errors created Injury or damage, if neg- When conditions are such that an auto- er user should seriously consider the rate detached building, seemingly Inviting
ligence was involved. In addition to com- . matic sprinkler system is necessary, a protection of his equipment against inten- disaster Ideally, the computer room should
puter manufacturers, some large banks, be located within the interior of a building
computer subsidiary operations of other

above ground level. Openings into the
manufacturing firms and also independent t,
computer service companies perform in a Today's sophisticated computer equipment represents space should be mimmized to limit per-

sonnel access and each opening should have
data center capacity.

probably the largest single dollar investment per square an anteroom The control of personel in
and out of a computer facility is absolutely

THE WORDING of the Dosland bill in essential.
Minnesota appears to strengthen any pos- foot of area in our business. . . ."

The insertion of copper wire into a
sible claimants position in that the com- memory bank, the removal of a few punch
mercial computer operator would be held cards from a program, or the passing of a
responsible until he could prove complete flow indicator switch should be installed tional damage caused by fire bombs or magnet over magnetically recorded data
non-negligence on his part 1n the sprinkIer's supply line This switch other methods of physical destruction. It are some methods which have been used to

Insurance to cover the errors and orms- should be mterlocked with the emergen- is imperative that management take ap- sabotage a computer system The anteroom
sions exposure for the processing of finan- cy-off panel to insure that the computer propriate action to mimmlze these risks. If at each entrance should be equipped with
cial records for others lS difficult to equipment is de-energized when the reasonable precautions are not taken and protective devices to limit access and detect
obtain, is costly and normally contains sprinkler system operates major damage does occur, bnancial loss the presence of magnetic material This
high deductibles Similar coverage for the Since loss prevention engineering is may not only be hmited to equipment should include a closed circuit TV system,
processing of medical and scientific data such an inexact science and in particular damage and business interruption. If monitored by a security guard
is even a more difficult market as it applies to computers, no universally maJor uninsured damage should ensue, Today's sophisticated computer equip-

Many firms are now leasing equipment accepted standards of what constitutes stockholders could conceivably sue man- ment represents probably the largest sin-
directly from a computer manufacturer or adequate protection have been estabhshed agement for not exercising prudent Judge- gle dollar investment per square foot of
an independent leasing company. Here, However, the National Fire Protection mer.t in protecting their investment. area in our businesses, but have we given
most contract provisions require the les- Assn 's bulletin no. 75 does deta.1 mini- Some of the serious questions that man- it the proper consideration? Consider the
sor, not the lessee, to insure the equipment mum protection requirements Factory In- agement should consider are: One, if the chaos that could result from loss or dam-
A typical risk of loss or damage clause surance Assn and Factory Mutual have computer center and all its contents were age to hardware and the data associated
reads as follows: "The lessee shall be re- also considered fire protection for com- destroyed, could the company continue to with it Of extreme importance is storage
heved from all risks of physical loss or puters as a special subject transact it business vnthout a major dis- of duplicate media at a remote site Imag-
damage to the equipment, during periods Some people have hydrophobia when it ruption in its daily affairs? Two, is the se- ine a computer center's staff attempting to
of transportation, installation and posses- comes to automatic sprinklers over com- curity and protection of the company's salvage damaged prograrns by doing re-
mon of the lessee, except when loss or puters, and this is even in excess of their ccmputer files comparable to that given to punching, while transcribing from bits of
damage is due to nuclear reaction, nuclear fear of fire damage In some respects this its Journals, ledgers and other important charred, wet paper, and then the scramble
radiation, or nuclear contamination. fear is well founded, for the corrosive ac- records in pre-computer days? Three, has to buy time from a local computer service

Most manufacturers' leases also hold tion of water on the various electric the company adequately protected its that doesn't have the required capacity,
the lessee responsible for bodily injury or components can do extensive damage, un- equipment, programs and files against Insurance coverage is important, but risk
property damage arising out of the opera- less proper corrective action is taken This sabotage, riot or vandalism, control has to come first.
tion and use of the computer equipment
Any losses involving business interruption
or errors and omissions in processing of
work for others would normally be the re-
sponsibility of the lessee 0Lt of power from other cause unless that Insured's plant in order to prevent a riot.

In a purchase or sales agreernent it is Hazards... contingency was specifically covered by An insured may reasonably consider
important to note exactly when the risk of the policy An insured whose operations whether he should ask for a modification
loss or damage transfers from the seller to depend upon outside power might consid- of the strike exclusion so that lt would ex-
the buyer The transfer normally takes Continued from precedtng page er the need for a blanket coverage of any clude losses only if the strike were against
place when title transfers, however, it also gardless of distance from the insured's power loss. Such coverage ordinarily him He may consider whether he should
could be upon debvery to a designated premises. Present policies limit the cover- would have a deductible of several hours, require coverage where he is an innocent
location, upon completion of installation age to a two week period for losses result- or perhaps one day, in order to avoid bystander.
or upon acceptance of the equipment by ing from exercise of public authority. This loading the insurance with minor claims
the customer This should be spelled out probably would be adequate unless the A possible omission on the part of an ANOTHER EXCLUSION that may be
in the contract It is an important consid- occurrence to be covered would be some- insured is lack of attention to the perils costly to an insured applies to "the suspen-
eration, for it tells you when the seller's thing like the washing out of a bridge or named in the business Interruption policy mon, lapse or cancellation of any lease, 11-
insurance coverage terminates and when highway. A longer period of tlme might Sometimes this coverage follows that of cense or contract or order" unless the sus-
the buyer lS to provide coverage also be considered lf there were some likely the property coverage. The property cov- pension, lapse or cancellation results from

From the standpoint of exposure to fire danger of radioactive contammation. erage may exclude boiler and machinery the actual suspension of business. That is,
loss, EDP equipment would have to be loss and allow this to be covered in anoth- cancellation of a lease or license that re-
placed in the preferred risk category The INSURANCE COMPANIES may resist er policy The business interruption policy sults from the suspension of business is
computer cabinet itself is essentially of giving a coverage for any occurrence, should be checked to be sure that all covered but a cancellation, lapse or sus-
non-combustible construction and all print- without restriction as to the type of occur- perils likely to affect the premises are pension that results from physical damage
ed circuit cards used in the computer sys_ renee. Current policies usually require mentioned. to the premises is not covered. This provi-
tem are manufactured from flame-retard- that damage to or destruction of property Is there a need for coverage against sion may need to be modified if the
ing materials, All other components are must occur and the mterruption must re- business interruption due to Strikers9 It is insured's lease provides for cancellation in
made of self-extinguishing materials and sult from such damage or destruction doubtful whether an insurance company the event of fire or other damage Cancella-
represent a minimal fire hazard There could be occurrences without any would write business interruption insur- tion of a lease, or of an order for goods, may

recognizable damage or destruction A ance to cover an actual strike against the be costly and an insured may need to nego-
IF LOSS OR damage were to occur, its mere leak of a dangerous liquid or gas insured, but other strike losses can occur. tiate for coverage of such loss

origin would probably be ill the environ- might happen without there being any A typical exclusion of the business inter- The principle of the conventional busi-
ment surrounding the computer center or damage or destruction. The principle is ruption policy applies to .

mterference at ness interruption policy is to cover loss
within the computer room, not in the com- emphasized that an insured's loss from an the described premises by strikers or from interruption of business that results
puter hardware Normal fire precautions interruption of business is just as expen- other persons with the rebuilding, repair- from damage to the insured's premises
should be observed in the computer room sive to him whether it results from a fire ing or replacing of the property or with The only extension to this principle that is
with an adequate supply of fire extin- on his own premises or from a railroad the resumption or continuation of bum- customarily a part of the coverage applies
guishing equipment available near combus- wreck a mile away. ness." This would exclude losses from a to loss because public authority prohibits
tible items. Normally, magnetic tapes There are some contingent business in- secondary boycott that might be main- entry to the insured's premises because of
should be stored in a vault equipped with terruption losses that have been recog- tained by environmental enthusiasts, or damage next door Other contingent and
an automatic sprinkler system nized by insurance companies and for other persons whose activities may or may consequential losses either are omitted

In the use of electronic equipment such which coverage may be provided if the in- not be legal. from coverage or are specifically exclud-
as computers, there are some general mis- sured requests it. One is the loss from in- Losses from riot and civil commo- ed. The businessman should use some im-

conceptions regarding the use of protec- terruption of power due to the destruction tion generally are covered by the business agination and try to determine whether
tive devices such as automatic sprinkler of a power line to the insured's plant. interruption policy, but there can be a other contingencies might close his opera-
systems As a rule if the building where Such coverage would apply specifically to question if the riot is somewhat remote tions He can then negotiate with his in-
the computer is housed lS classified as the power lme. It would not cover inter- from the msured's premises, or if the oc- surance company to see what extensions
being of fire resistive or non-combustible ruption of power due to the destruction of cu·rence is not considered to be an actual of coverage may be secured for a reason-
construction, sprinklers are not required the generating plant or because of a black riot. Civil authorities may close down the able price.
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Make a customer famous.

Do you know a real business success
who's also an outstanding asset to the
community? Tell us if you do.

You see, we want to present the 1975
Albert Gallatin Business Award to the

best small businessman or woman in the

U. S. And donate $5,000 to a non-profit
organization selected by the winner.

If you furnish the winner's name,
we'll contribute $500 for you to the
non-profit organization of your choice
as well.

Why a Gallatin Award?
Much of our business comes from

small, independent firms. Firms that
employ up to 250 people or do up to
$10 million in volume annually.
They're our best customers. They're
probably among your best
customers, too.

Help us acknowledge their contribu-
tion to the insurance business-and to

everyone else. Do you know someone
deserving? Let us knowon the coupon.

-®

ZURICHAMERICAN INSURANCE COMPANIES

1

Who makes the decision?

Panels of impartial judges will select
winners at local, regional and national
1zvels. This vear's national panel includes:

Bernard J. Burns, president
Na:ional Association of

Insurance Agents

Roy Wilkins, executive director
National Association for the

Advancement of Colored People

Keith G. Felcyn, manager
Chicago Bureau, BUSINESS WEEK

Wilson S. Johnson, president
National Federation of

Independent Business

George F. McDonnell, Fresident
Zurich-American Insurance

Compar_ies

The rules are simple.
Only independent insurance agents can
nominate candidates. However, you
needn't do business wi-h Z-A to nomi-

nate someone. If you're nol an agent,
contact us anyway. We'11 find someone
to make the nominaticn for you.

Enter as many names as you wish.
You'll receive a brief form to complete
each entry. Plus a booklet describing
details.

Win or lose, it's a compliment that
would te hard for any customer
to forget.

Le: your candidate know youre ncminaring him. Then fill out this coupon
or copies of it.

I'd like to nominate someone for the Albert Gallatin Award.

My Name

Addrew

City Stat. 7.in

Return to: Zurich-American Insurance Companics, Hl West Jackson Blvd.,
Chicago, Illinois 60604.

1

1
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Insurance departments
can generate cash flow

CARMF.T., CA.-Current eco-
nomic woes-inflation and tight
money, specifically-appear to be
causing top corporate managers to
think more about risk manage-
ment as a cash management func-
tion within their companies, said
consultant and risk managers
attending the second annual In-
stitute of Risk Management Con-
sultants meeting here.

Joe E. Bridges, risk manager
and director of corporate insur-
ance for Honolulu-based Amfac

Inc., told Business Insurance that
he is changing insured values
under policies "continually," as a
result of inflation. "In the sugar
industries, we are changing val-
ues every six months."

Mr. Bridges also noted that

Amfac now has about half of its

total insurance dollars in its cap-
tive insurance company, which is
helping improve cash flow. Work-
men's compensation and liability
were the most recent programs
put into that captive, Mr. Bridges
said. But he noted that this was

done as part of a master plan for
using the captive, ratherthan as
any direct result of a need for
cash flow. When Amfac set up its
captive just over a year ago, the
first thing put into it was direc-
tors and officers liability, fol-
lowed by errors and omission
coverage, property risks and mo-
bile equipment.

"Tight money has had a di-
rect effect on risk management by
putting the focus on risk funding

and encouraging risk managers to
look at various options available,
and especially at plans which are
more cash sensitive," according
to George Betterley, of Boston-
based Betterley Assoc.

«PEOPLE ARE going around
bragging about using cash flow
plans now, and in only a few situ-
ations has corporate belt-tighten-
ing caused some cutbacks in the
size of risk management depart-
ments," Mr. Betterley added.

Rick Morrissey, risk manager
for the University of Florida, and
an independent consultant, is
looking to health maintenance
organizations as a source of "tre-
mendous cash flow" for busi-

nesses. "They offer theadvantages
of other typical prepaid plans,
and can offer a yield of about 9%
on an annual basis, conservatively
speaking," he believes. He is con-
sidering putting together "generic
pools" of businesses to fund these
HMOs. •

Tell risk men to 'cut
loose from insurance

CARMET., CA.-Risk manage-
ment advisers have to "cut loose
from insurance" and the insur-

ance tradition and make intelli-
gent use of alternate means of
funding risks.

This call to action for risk man-

agement consultants, and risk

managers, was issued by H. Felix
Kloman, of Risk Planning Group,
Darien, Ct., in his keynote address
at the opening of the second an-
nual Institute of Risk Manage-
ment Consultants conference here.

"We're recognizing insurance

for what it is: a highly expensive
specialized pre-funded line of
credit," Mr. Kloman asserted.

"We have to recognize that in
some cases insurance can be more

of a disability than an asset.

Ournew Hot Line
brings group customers

much closer to us.
(And benefits producers,too@

0

Those time-consuming minor service chores
that other companies leave to agents and brokers
are a thing of the past at Phoenix Mutual. Because
we've just installed a toll-free Hot Line, called
Service 800. It gives group insurance administra-
tors everywhere instant access to prompt, courte-
ous service on procedural problems and unusual
delays of any kind.

. 4

Service 800 is designed to supplement the infor-
mation provided in their administration kit and to
make communications with Phoenix a little easier.
[We've always had the answers; getting through
with the questions has been the challenge.]

This latest Phoenix innovation brings customer
service as close as the telephone on their desks...
and this should ring a bell with busy producers.

Phoenix Mutual.
Hartford, Connecticut

We've allowed insurance as a

tradition to get out of hand."
In his discussion of risk funding

as one of the four major chal-
lenges he sees for the 1970s, Mr.
Kloman expressed the view that
"we're going to split off from in-
surance and cut the umbilical cord

more than we have in the past."

THE OTIIER challenges Mr.
Kloman sees facing risk man-
agement are the new federal
regulations, organizational chal-
lenges, socio-economic challenges
and changes arising out of ad-
vances in technology, the "new

sciences," to use Mr. Kloman's
term.

"All of the new federal reg-
ulations pose new challenges to

our organizations," he believes.
"Should these be within the risk

control responsibility of the risk
manager?" he asked. Mr. KlomAn
specifically cited the Environ-
mental Protection Act, the Occu-
pational Safety & Health Act, the
Equal Employment Opportunity
Act and the Consumer Product

Safety Act as posing the biggest
challenges to corporations. The

EPA alone, he noted, is account-
ing for some $10.4 billion in
corporate capital expenditures in
1974, a jump of 10.8% of total
capital expenditures this year up
from only 4% last year.

He also posed the question of
whether the risk manager's job
should be a training ground for

future corporate executives. How
long should risk managers be al-
lowed to stay in one job, and how
can the risk management job be
structured around a human's ca-

pacity for work? "Whom should a
risk manager report to?" he fur-
ther wondered, citing alternative

reporting options to finance oper-
ations, personnel or top corporate

management.
Out of the organizational chal-

lenge comes a need to adapt to
new communications require-
ments, Mr. Kloman added, "espe-
cially disclosure to stockholders.
What events are material? And

what is the responsibility of the
risk manager to report material

changes directly to auditors and,
then, to the public?"

ONE VIEW OF these new com-

munications requirements is con-
tained in a recent Price Water-

house & Co. memo to managers,
which Mr. Kloman quoted: "With
respect to non-accruable future
losses, Price Waterhouse believes
that the essence of informative

disclosure involves risks rather

than losses. We recommend that

related disclosure consist of a

brief description of unusual risks
assumed by the reporting entity."

A future challenge allied to the
organizational changes in corpo-
rations focuses on the need for

new information input to aid the
planning cycle, especially long-
range forecasting, Mr. Kloman
noted.

Risk management faces the
challenge of new sciences which,
in Mr. Kloman's view, is clearly
the need to make use of more

quantitative analytical tools of
the trade. "But, this brings us
back to the human element. We

can't allow ourselves to be used

by the sciences," he cautioned.
What's happening in the world

will affect risk management in
the future, Mr. Kloman said. He
feels risk management is "on the
threshold" of significant changes
in society, changes including: pop-

ulation growth, pollution, high-
density urbanization, lack of capi-

tal, political turmoil, and a chang-
ing pattern of industrial growth. •



When your group faces a special risk,
A.

d we put our commanders in the field.
When you want group long term disability, travel accident or
24-hour accident coverage, Kemper sends group specialists into
the field.

These men have the training and experience it takes to size up
the situation. And when needed, our field-oriented home office
underwriters come too. Their combined mission is to work with

your independent agent or special risk broker to develop an
insurance program that meets your needs as you see them.

Whether it's group special risk, or regular group life
and health insurance, when your troops need
protection call on ours.
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Top weekly benefit of $261 for longshoremen
WASHINGTON-A top weekly

benefit of $261 became effective
Oct. 1 for the nearly one million
workers whose workman's com-

pensation coverage is provided
through the Longshoremen's and
Harbor Workers' Compensation

Act and related laws.

The act covers dock and ship-

yard workers, all private em-
ployes in the District of Columbia,
workers under private contracts at
overseas military bases, and em-
ployes of military post exchanges

1

WERBEL'S ON APPROVAL-30 DAYS

i GENERAL INSURANCE GUIDE

< A 2,400 page, 2-volume, loose-leaf insurance encyclopedia cover-
, ing virtually all forms of property and casualty insurance. Inter-

pretation of contracts, court citations, loss procedures-A must
for the desk of every corporate manager or insurance producer.
Revised quarterly-always up to date!

One-third discount for B.1. readers who submit this ad with prepaid
order, i.e., merely $18 (instead of $27) plus NY sales tax, if
applicable.

WERBEL publishing co., inc. 595 old willets path, smilhtown, ny 11787
516-234-1114 212-261-6222

and other nonappropriated agen-
cies serving the armed forces.

The previous maximum benefit
had been $210.54 a week for on
the job accidents or fatalities.

This latest increase reflects a

continued upward trend of bene-
fit levels under the law after the

top benefit had stagnated at $70 a
week from 1961 to 1972. In 1973,
it was raised to $167 a week.

The maximum benefit is now

based on the national weekly
wage of certain groups of em-

ployes specified by the act. The
$210 benefit was based on 15% of
a national average weekly wage of
$140.

THE NEW maximum benefit is
based on 175% of the national

average weekly wage of $149. Be-
ginning in October, 1975, increases
will be based on 200% of the na-

Plew asm
LIX.A.. 6 6.

First State is the largest and oldest domestic com-
pany formed to write Surplus Lines, Special-Pur-
pose and Reinsurance Business.

And through the years we've created problem-solv-
ing insurance and reinsurance programs for busi-
nesses of every description - including over 500
of the world's major corporations. We've also pro-
vided them with continuity. Many have been clients
since our beginning - many, many more for over
twenty years.

First State ... we're here now and shall be here in

the future... call us, we're ready to listen, ready to
create and assist in areas of common interest to

agents, brokers and their- insureds.

MULTINATIONAL

PROPERTY and LIABILITY

MULTIPLE LINE THROUGH

AGENTS AND BROKERS

At:AAAAA, Alfred M. Best, Inc.
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tiohal average weekly wage.
The minimum compensation for

disability is $74.57 a week, or ac-
tual wages lost for any worker
earning less than that amount a
week.

WITHIN THE maximum and

minimum, workers are paid two-
thirds of their wages, subject to
the $261 maximum.

The benefit increases also in-

clude a 6.26 % across-the-board
boost for persons who were draw-
ing benefits prior to Oct. 1.

Tlie cost of this 6% boost

is shared evenly by the federal

government and the employer,
through its insurance company.

The new benefit levels are to be

paid for entirely by the employer
through regular insurance premi-
ums. Labor department officials
said they had no data on what the
boosts might do to premiums for
this coverage.

The 1974 cost of the retroactive

benefit increases for persons al-
ready receiving payments was put
at $4.2 million for longshore and
harbor workers, split evenly by
insurance companies and self-in-
surers, on one side and the federal
government. I

Advisory council will
hel p with pension act

WASHINGTON-The labor de-

partment has set Oct. 24 as the
deadline for accepting nomina-
tions for the 15-member Advisory
Council on Employe Welfare and
Pension Benefit Plans established

by the pension reform law.
The advisory council is to meet

at least four times a year and
advise the Secretary of Labor on
implementation policies for the
new law.

The council will consist of three

employe representatives, three

members from the general public,
and one each from the fields of

insurance, corporate trust, actu-
arial counseling, investment man-
agement, investment counseling
and accounting.

One employer member and one
ernploye rnember are to represent

multi-employer plans. One of the
public members is to represent
persons receiving pensions.

INITIALLY, five members will

be appointed to terms of one

year, five to two-year terms, and
five to three-year terms. Future
terms will all be for three years.

According to the department,
members shall be "persons quali-
fied to appraise the programs"
under the new law.

Nominations should be mailed

to the Secretary of Labor, 14th
Street and Constitution Av., NW,
Washington, D.C. 20210.

Candidates must be identified

by name, occupation or position,
and the nomination should specify
the field or group to be repre-
sented. •
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Equestrians covered
by group accident plan

NEW YORK-Horse lovers may 000, Mr. Rhulen said.

feel a little safer under a new The cost varies "by the type of

group accident plan designed risk that we're involved in. We

specifically for them by the Rhulen have a rate schedule for each

Agency Inc., specialists in insur- area," he added.

ance for equestrian or horse-re- Under a student plan for a

lated events. school, the cost could be as low

Underwriters are reluctant to as $4.75 a year. Costs could go as

write this coverage, according to high as $100 a day for a race

the brokerage firm's vp, Peter track, however, the vp said. A

Rhulen. "It's somewhat danger- horse show average a cost of $40

ous, a little bit on the risky side," a day.

he told Business Insurance. Some policies issued include

"The new stable and academy Monticello Raceway, Minnesota

group accident plan is available Quarter Racing Horse Assn. and

to horse clubs, equestrian cen- Mountain Valley Equestrian Cen-
ers, riding stables, horse shows ter.

or any other participant of horse- Common injuries cited for horse-

related activities," the vp said. related events included broken

legs, smashed ribs and concus-
sions. .IT COVERS accidental death,

dismemberment and medical re-
imbursement while involved in
horse-related activities.

It includes "specified amounts
for dismemberment and the prin-
cipal sum as a death benefit," it
was noted.

Basic limits of the policy are
$1,000 with a $10 deductible.
However, average limits purchas-
ed range from $1,000 to $3,000,
according to the brokers. The
highest limit seen so far was $25,-

Ark starts

new career

on Amazon
CHICAGO-Getting an ark in-

sured is no easy business, in case
you haven't heard. That's right,
an ark.

The Esperanca, Portuguese for
"hope," is perhaps one of the most
unorthodox vessels since Noah's

time. The vessel just began a new
career as a hospital ship operated
by Franciscan missionaries travel-
ing up and down the Amazon
River.

Originally a two-deck ferryboat
which carried passengers back
and forth between the tamer wa-

ters of San Diego and Coronado,
the 55-ton shallow draft vessel

now operates a full-service medi-
cal clinic in northwest Brazil.

Because of treacherous waters,
unpredictable weather and an
abundance of animal life-not to

mention Pygmies-most under-
writers shied away from the Es-
peranca. And not without good
reason: previous vessels used by
the Franciscans, although smaller,
now lie at the bottom of the river.

But Father Luke Tupper, a
physician himself and the ship's
guiding light, was undaunted. His
order recently obtained a $5,000,-

000 umbrella coverage policy
through Leo B. Menner & Co.,
underwriting managers for for-
eign and domestic companies,
based here.

Other coverage also provided by
Menner includes a $150,000 pol-
icy for hull; $75,000 for equip-
ment and fixtures; $300,000 for
general liability; and $240,000 to
cover malpractice suits. m

Continental acquisition
The Continental Corp. parent

holding company of the Conti-

nental Insurance Cos. has acquired
a 19% interest in a Brazilian in-

surance company called Phoenix
Brasileria. The Brazilian insurer

writes all lines of insurance, ex-
cept life. Just last year, the firm
collected more than $5 million
in premiums. This move is just
another step in Continental's ex-
pausion of its international opera-
tions.

"48 of the electronics

companies on Route 128
are clients of ours.

Their products fit in
your pocket -or listen to
outer space.
Their insurance

is just as complex.
We'll make

your insurance work
for you, too."
Robert A. Cameron, Manager,
Boston office

Johnson
& Higgins
the

electronics industry's
insurance broker
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Federal standard limits vinyl chloride exposure
WASHINGTON-Exposure lev-

els of vinyl chloride, the cancer
causing chemical, will have to be
cut sharply by Jan. 1 and vinyl

chloride workers equipped with
respirators by 1976, according to
the final federal standard an-

nounced this month.

The Society of the Plastics In-
dustry, representing users of the
chemical, immediately filed no-
tice with the U.S. circuit court of

appeals in New York City seeking
a review of the standard on the

business insurance
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grounds it was not "technically
feasible."

The Occupational Safety and
Health Administration (OSHA)
said that it wants worker exposure

to vinyl chloride cut to one part
per million over any eight hour
period.

A somewhat higher exposure,
five parts per million, would be
allowed, but only for periods of 15
minutes or less.

THESE STANDARDS will be-
come effective Jan. 1 when the

present emergency vinyl chloride

exposure limit of 50 parts per mil-
lion will be eliminated.

Respirators will become manda-

tory for all workers exposed to
vinyl chloride in quantities more
than the one in five part limita-
tions beginning on Jan. 1, 1976.

Prior to 1976, respirators will
only be required when workers are
exposed to concentrations of vinyl
chloride greater than 25 parts per
million.

The OSHA standard backs off

from its original position, one sup-
ported by labor, that vinyl chloride
exposures should be eliminated
completely.

It is, however, still below the
industry's position that a 10 part
per million limit was the only
feasible level that could be main-

tained.

The standard also specifies
regular air monitoring, regular

medical checkups for employes,
and speial regulated areas where
vinyl chloride concentrations are
high.

It also prohibits direct worker
contact with liquid vinyl chloride
and requires that signs be posted
which warn that the chemical is a

"cancer suspect" agent.
Nineteen deaths among vinyl

chloride workers in this country
and abroad have been attributed to

a cancer of the liver linked to the
chemical.

The first connection between
vinyl chloride and cancer was

brought to the nation's attention
last January when it was found
that four workers at a B. F. Good-

rich Co. plant in Louisville, Ky.,
died of angiosarcoma, a usually
fatal form of liver cancer.

About 6,500 workers are em-
ployed in plants that make vinyl
chloride and polyvinyl chloride,
but another 350,000 workers are
employed at plants which turn
polyvinyl chloride into finished
plastic products. Both groups of
workers are covered by the new
standard.

THE STANDARD established

no deadline for perfecting engi-
neering methods to cut exposure
to allowable levels, but companies
were required to have a plan for
the reduction of these levels avail-

able for inspection.
"It isn't a question of economic

reasons for not wanting to com-
ply," said a spokesman for the So-
ciety of the Plastics Industry. "It

just can't be done technically." •

Increased safety brings association
-orkmen's compensation dividend

ORANGE COUNTY, CA.-

Members of the Pacific Coast

Metalcraft Assn. recently earned
a 28.2% workmen's compensa-
tion dividend frorn SAFECO

Corp. by increasing safety on the

job. The insurance dividend is
considered by SAFECO to be es-
pecially significant because the
metalcraft industry traditionally
has a high accident and loss rec-
ord.

Machine and materials handling

supervision were the safety pre-
cautions cited by Terry Moore,
SAFECO compensation under-
writer, as responsible for netting
the association members, insured
during the policy year, October

1972 to October 1973, its high div-
idend.

SAFECO assisted the 105-mem-

ber association, which covered
about 2,000 workers in 1972, by
providing individual loss control
services through safety inspec-
tions, recommendations for indi-
vidual insureds and loss analysis
on the year's accident record. The
latter report listed the types of in-
juries that occurred and what
SAFECO thought could be done to
reduce them in the future.

"THE ASSOCIATION member-

ship did an outstanding job of
monitoring the safety standards
our loss control experts set up,"

No need to shop any farther...

Look at a leader

Contact All-Star today.

<OOH AT A <EADER
All-Star Insurance Corp. is a leader in pioneering innovative primary

coverages augmented by domestic facultative reinsurance
facilities covering 49 states.
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underwriting; ability to package property and casualty

risks, and fast claims service giving agents
and brokers a competitive edge.
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Everett Brookhart, manager of
SAFECO's Fountain Valley divi-
sion, said. "The group's accident
frequency rate was substantially
better than the state average."

Jack McCullough, association
president, also gave credit to
SAFECO's loss control experts.
"We were delighted with their co-
operation," he said. "They knew
what they were doing and were
generous with their advice and
time."

The dividend was provided to
each association member, regard-
less of individual loss ratio. Asked

whether this factor might have
deterred the group's motivation,

Mr. Moore said that any member
experiencing losses paid a corres-
pondingly higher premium for its
workmen's compensation cover-

age. •

Bad results

spell crunch:
Agents group

ATLANTA„ GA.-"Unbelievab-
ly bad" underwriting results for
the first six months of this year
are making independent agents ap-
prehensive about a foreseeable
market crunch, William A. String-
fellow, executive vp of the National
Assn. of Mutual Insurance Agents
(NAMIA) declared here.

Speaking at the annual conven-
tion of the Society of CPCU, Mr.
Stringfellow said NAMI members
are concerned about the effect
market restrictions will have on

servicing of clients.
"If the severe reduction in the

surplus of companies means re-
strictions in the market, let us
hope that those restrictions will be

applied fairly and equitably as
possible," he told the group.

ALTHOUGH HE agreed with
many that rate relief is needed be-
cause of inflation and tornadoes

that struck in the south and mid-

west earlier this year, Mr. String-

fellow urged that the negative ac-
tions of 10 years ago not be repeat-
ed. Some mistakes he cited included

quotas, cancellations and with-
drawals from territories.

He warned agents to "look with
a great deal of care" at the one-
company concept, urged by some
industry leaders. •
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CPCU study predicts many changes for industry
CARMEL, CA.-Insurance

companies polled by the National

Society of Chartered Property &
Casualty Underwriters predict
substantial future changes in the
industry, including:

• moving toward the concept
of total financial services pack-

ages in both commerical and per-
sonal lines;

• increasing commercial insur-

ance lines to $30 billion by 1983, a

CONTRIBUTORS

TO CPCU STUDY

COMPANIES

Aetna Insurance Co.

Aetna Life & Casualty
Allendale Mutual Insurance Co.

Allstate

Employers Mutual Co.
Fireman's Fund Insurance Co.

Hartford Insurance Group

Kemper Insurance

Liberty Mutual
Nationwide Insurance

Northwestern National Insurance

Group
Ohio Casualty Insurance Co.
Reliance Insurance Co.

State Farm

Travelers

Unigard Insurance Group

PRODUCERS
Alexander & Alexander

Fred S. James

ASSOCIATIONS

American Bar Assn.

American Mutual Insurance

Alliance

Insurance Information Institute

Insurance Institute for Highway

Safety
Insurance Services Office

National Assn. of Insurance

Wonnen

National Assn. of Mutual

Insurance Agents
National Assn. of Mutual

Insurance Co.

National Assn. of Independent
Agents
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growth of about 66% from esti-
mated commercial business of $18
million this year;

• intense competition frorn

other insurance companies and
from new quarters: In the next 10
years, bank holding companies
and other financial institutions

will move into the insurance busi-

ness;

• nationalized workmen's com-

pensation regulations and nation-
al health insurance, both over the
longer range;

• greater numbers of multina-
tional corporations using self-in-
surance, which will depress the
market for insurance products but
expand the market for financial
services and risk management;

• increased pressure by more
enlightened consumers of insur-
ance for greater benefits, better
claims service, and tailored pack-
ages of coverage and service.

JUSTIN TIERNEY, vp of plan-
ning and development for Fire-
man's Fund Insurance CO.

discussed these findings of the
CPCU industry study before con-
sultants and risk managers at-

tending the second annual

Institute of Risk Management
Consultants here. Mr. Tierney
said the full survey results will
appear in the CPCU Annals next
month. The study was conducted
to assist insurance companies in
their long-range planning for
market changes. Fireman's Fund
prepared the summary for distri-
bution within CPCU, for further
study by the organization's long-
range planning committee.

The survey covered three time
frames: the immediate (1974-
75), the intermediate ( 1976-78)
and the long-range ( 10 years

out, namely 1979-1983), Mr. Tier-
ney said.

Some 16 major underwriters
participated in the study, along
with nine industry associations
and several brokers.
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An IAC appraisal could lighten
your insurance burden

Both before and' after a loss. An lAC appraisal places proper values on
properties, ruling out the excess costs of uncollectable over insurance. the
after-loss disaster of under insurance, and the penalties of coinsurance,

Industrial Appraisal Company. For independent, objective, well-supported
appraisals of all kinds of tangible and intangible property. Needed to peg
insurance costs at a realistic minimum, and for a multitude of other solid
business reasons. Call one of our 28 offices. Or write for brochure 500.

Industrial Appraisal Company
222 Boulevard of the Allies • Pittsburgh, PA 15222 • (412) 471-2566
New York • Chicago • Los Angeles • Philadelphia & 24 other cities.

Underwriters foresaw continu-

ing worldwide inflation, moderate

or no growth in GNP, and vary-
ing degrees of fuel shortages. "As
inflation continues, insuran ce
companies will be called upon to
protect their custonners frorn sav-
ings erosion and inflation hedge
will increase," the study noted.

THE INSURANCE industry sees

one of its major problems as at-
tracting and retaining capable
man-power, the study revealed.
Specifically, the study predicted
a future decline in the number of

new entrants into the work force,
a subsequent increased demand
for employes, improved and ex-
panded EDP systems to handle
work heretofore handled manu-

ally, and expanded employe ben-
efits to attract what may become
a much more competitive work
force.

Insurance companies are,
for the most part, assuming that
the number of moonlighters will
diminish because of future

changes in attitudes toward work,
so that companies using moon-
lighting employes will not have
this resource available.

Companies polled see a re-
structuring of jobs in response to
pressure for job enrichment and

a desire to participate in the deci-
sion-making process by more bet-
ter-educated adults, Mr. Tierney
noted. This is manifested in all

three time frames by increasing
pressure for better employe bene-
fits, broad health care, flexible
time schedules and employe
training and educational opportu-
nities, the study showed.

As consumers of insurance be-

come generally younger and more
enlightened, the insurance indus-
try expects to face new demands
by consumers who view prompt

claims services as a right, and de-
mand a greater return of their
premium dollar in benefits and
easier access to insurance.

CONSUMERISM will manifest

itself within the corporation, in-
surers expect, as group coverages
become an assumed condition of

employment. A bigger part of
payrolls will be spent for fringe
benefits and more insurance will

be purchased within the corporate
structure, insurers foresee. In this
same vein, insurers see a move
to more true group plans and
mass marketed insurance lines to

employes.
One of the most far-reaching

developments in the legal picture
insurers draw is the introduction
of no-fault to the auto field. Some
see an extention of no-fault to

other fields, such as product li-
ability, Mr. Tierney noted. "And
if the general no-fault concept is
applied to lines other than auto-
mobile, which may occur in the
longer range, underwriting will
have less of a role than it has

presently," he pointed out.
Insurers, however, see OSHA,

the Consumer Product Safety Act
and general governmental pres-
sure for safety reducing losses
and improving property/liability
experience.

Insurers generally are seen
seeking new methods to capture
insurance sales in specialty mar-
kets, with mass merchandising,
true group plans, risk manage-
ment and ancillary services all
part of these methods.

Insurers described their short-

term objectives as concentrating
on commercial insurance markets

which will become more impor-
tant than in the past. Intermedi-
ate goals are to increase

marketing to franchises and asso-
ciations for both commercial and

personal lines, and expand sur-
plus and specialty lines. Long-

range objectives include entrance

into foreign insurance markets,
reinsurance markets and market-

ing commercial/personal policies

to a total corporate client in a to-
tal package. at the same time pro-
viding risk management services
to these clients. m

As inflation drives costs

higher and higher, many

corporations aredangerously under-insured 
Yesterday's amounts of insurance can't possibly cover today's
or tomorrow's losses. "Indexing Inflation"and"How not to
cook-yourcorporategoose"tell you how to keep your
property values current and covered; and suggest practical
steps to protect your investment. Yours for the asking.

Write: Dept.800,1645 Beverly Blvd., Los Angeles,
California 90026. Or contact your area M/S office.

appraisals by
Marshall and Stevens

Offices around the world  A Unionamerica Company
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Builds computer models to simulate loss situations

Expert feels every Fortune 500
company should have a captive

CARMEL, CA.-"I believe ev-
ery one of the Fortune 500 com-
panies should have a captive
insurance company. The question
is not what the company should
put into the captive. One hundred
percent of everything should be
put into a captive. The question is
what should the corporation take
out of the captive."

This strong opinion comes from
Joseph E. Destein Jr., president

and co-founder of Anistics Inc.,
the risk management consulting
division of Alexander & Alexan-

der. Mr. Destein specializes in
figuring out such things as how
much of a total program should
be "taken out" of a captive and
reinsured, based on past experi-
ence and projected losses, with
various risk control programs fae-
tored into the overall problem.

He does not use traditional

methods to come up with this
data. As an audience of about 50

people-risk management consul-
tants, risk managers, a few un-
derwriters and brokers-learned

at the Institute of Risk Manage-
ment Consultants here, Mr. De-
stein use5 computers to build
models which tell his clients what

their costs and losses will be in
different kinds of simulated situa-
tions.

MR. DESTEIN believes that
how much risk a company takes
out of its captive underwriter de-
pends chiefly on what kind of peo-
ple are available to manage the
captive and handle investments. No
company in the Fortune 500, at
least, has to worry about whether
it is big enough to use a captive,
since, as he puts it "most of these
companies are bigger than their
underwriters, and certainly have
the resources to underwrite their
own risks."

Much of this philosophy that
every big firm should have a
captive seems to be an outgrowth
of what Mr. Destein calls a "key
assumption," that over a given
period of time, a large corporation
will pay virtually all of its own
losses.

Recently, Mr. Destein took his
ideas about captives and went one
better. He is presently negotiating
with a very large underwriter
(unnamed) for a very large cli-
ent(unnamed) to function virtu-
ally as a captive for the insured.
The proposed setup, which Mr.
Destein has dubbed "Reserve

Asset Management," (and cyni-
cally refers to as the RAM pro-
gram) is something Mr. Destein
sees as a "very viable alternative
to captives."

HERE IS THE way it is supposed
to work: 100 % of premiums for
first-dollar coverage are paid to
an underwriter, but are set up as
an identified-by-name account
which in theory becomes the in-
sured's reserve account to be in-

vested separately, among other
things. From that fund the in-
sured pays the insurer for admin-
istrative services, and to the ex-
tent that excess or catastrophic
insurance is required, premiums
are paid out of these assets. The
insurance company is also paid a
fee for managing the investments.
The insurance company considers
this money part of its assets, and
it appears on the books as such.

Gains from investments ac-

crue to the account and could re-
duce premiums in subsequent
years as the reserved account
grows. Mr. Destein proposes to
work out an arrangement with

the insurer that the client will re-

ceive regular reports on specific
investments and specific rates of
return. He believes this will ena-
ble the insured to evaluate the in-

surance company as a money

manager according to both the
overall return on invested re-

serves, and the insurance compa-
ny's ability to administer programs
and buy catastrophic insurance on
a competitive basis.

"I WOULD THINK that any
company with a couple of million
dollars in insurance reserves could

try this" kind of scheme, said Mr.
Destein.

This should end up costing the
insured exactly the same amount

as if it had its own captive, "ulti-
mately, that is," Mr. Destein is
convinced. "At first the cost may
be higher, until the insurance
companies become fully aware of
the true costs of administering
such a program."

Further, "premium payments
will end up being smoothed out,
which is the whole object of risk
management-to provide stability
to the funding of loss." Although
the return on investments would

be realized by the insured, the re-
served assets would not be dis-

tributed to the insured, Mr. Des-

tein said.

This program is part of a
set of alternatives to funding risk,
which includes what Mr. Destein

calls "pseudo insurance." Other
alternatives he lists are direct ex-

pensing, reserving, use of captive,

generic pooling, spread loss fund-
ing, equity funding, and insurance.

GENERIC POOLING, for com-
panies involved in businesses with

similar risks, may be used more in
the future for employe benefits,
says Mr. Destein. "That may be the
way to deal with the new pension
law," he added, referring to a

limitation of a captive's book of
business to 5 % of the parent com-
pany's risks in the area of group
benefits.

"We are stuck on one word: In-

directly. But if benefits are writ-
ten directly by a fronting insur-
ance company, the contract is
directly between employes and
the insurance company. The fact
that the primary carrier reinsures

part of the risk to the captive in

no way diminishs that insurer's
responsibility to the employe. So
the problem is the interpretation
of the one word," Mr. Destein
reasons.

Analytical methods can be ap-
plied to risk management when
there is available data. Mr. Des-

tein outlines the various techni-

ques which can be used as data
collection, multiple regression,
data sampling, hypothesis testing,
analysis of variance, cost analysis
and statistical inference. When
there is no data available the

methods used then become Delphi
analysis and hindsight forecast-
ing.

An example of hindsight fore-
casting would include the re-
cent situation Mr. Destein was in-

volved in with a company owning
offshore oil rigs. The firm was
trying to forecast future losses to
its rigs, but there was no histori-
cal data on losses to such plat-
forms. The company had to

Regularinsurance vs.

A You pay your premium; you
protect your physical assets.
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ance policy. It's INA's term for a comprehensive pro-
gram of insurance and insurance-related services.

Together, they can protect not only your client's
assets, but his cash flow position as well.

Cash Flow Insurance was developed to meet
your client's changing business and insurance needs.

It may well give your client more protection
than he now has, and cost him less. And it can work



assume that all the rigs had been
in position for 100 years, then
take weather data for the past 100

years and superimpose it on the
rigs to estimate what losses would
have occurred as a result of

storms, etc. over the hundred-
year period.

Only in the present period of
tight money are companies recog-
nizing the importance of having
good data collection systems, it
seerns.

MR. DESTEIN says that despite
the need for data, only "about
five clients out of many" that An-
istics works with have good data
collection systems.

"The ,financial executive in
most cases hires an insurance

buyer, tells him to buy a certain
amount of insurance at the best

cost, and gives him a budget. Now
when the price of money goes up
to 12% or 13 %, financial execu-
tives begin to look at the use of
funds. Cash flow becomes the key

thing to cash management."
"Management in most com-

panies has never pushed for ela-
borate data collection systems to
record details of losses," ' Mr.
Destein went on. "Now they see
why there is this need for infor-
mation, and loss data systems
have a great future."

Detailed loss data is necessary
to figure probabilities of loss, to
establish self-insurance reserves,
and as a basis for negotiating
with underwriters, Mr. Destein
said.

"All of our captive insurance
companies are going to be using
this same loss data coupled with
computer simulations to negotiate
reinsurance contracts," and also to
establish loss levels to be rein-

sured, Mr. Destein said.

The importance of computer
analysis is to show the financial
managers "what his aggregate
loss will be, with some level of
confidence." Mr. Destein claims to

be able to simulate different sit-

uations, from which he can extra-
polate data on the most frequent
losses and the amount of ex-

pected losses for virtually any
risks. "This introduces a way to
do loss control cost-to-benefit

analysis in such a way that the fi-
nancial manager can measure re-
turn on investment in ternns of

earnings," he added.

BUT HE IS quick to note that
even when using his four types of
simulation analysis-loss forecast-
ing analysis, cost/benefit analysis,
truncation analysis, and reserve
funding analysis-"you have to
balance the science with the art.
You can have all the data in the

world and it doesn't do any good
without human interpretation."

And Mr. Destein, who says he
refuses to work with risk manag-
ers-instead, he approaches top fi-
nancial executives-admits "there

is no substitute for a good risk
manager with 10 years of experi-
ence." •
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Enumerate sources of

possible future risks
CARMEL, CA.-The study of

"alternative futures" must be-

come more important to managers
who are concerned about break-

ing out of "the mindset of the
inevitable future," according to a
leading specialist in forecasting
future events.

Selwyn Enzer, a futures fore-
easter with the Institute of the

Future in Menlo Park, Ca. told
risk management consultants

meeting here that he sees seven
general areas which are possible
future sources of risks. They are:
automated highways; bio-genetics;
electronic funds transfer; ocean
mining; portable nuclear bombs;
robotization; and weather modifi-
cation and control.

In a speech to consultants and

Cash Flow Insurance.

You can improve your cash flow
position by letting INA help you
package and secure cargo for
shipment, so it gets where it's
going in good condition.

666
A You can improve your cash flow

with INA Rehabilitation Serv-

ices, which get accident victims
back on the job faster.

You can protect against cash
flow losses by letting INA help
you find markets for distressed
or damaged merchandise.

A You pay your premium, pro-
tect your physical assets, and
also have the option of using
Services that protect your cash
flow position.

ft' .*r

A

You can protect your cash flow
position by making sure your
plant is insured for its full cur-
rent replacement value, with
INA Real Property Evaluations.

©1974 Insurance Co. oi North America

you can protect cash flow by
consulting with INA to be sure
you comply with all OSHA
regulations.

[ RECALL WINDOW

1
/.

You can protect cash flow
against customer claims and
product recall by counselling
with INA on the Consumer

Product Safety Act.

You can minimize loss of cash
flow through INA Loss Control
Services, which anticipate acci-
dents instead of just paying you
after they happen.

for almost any sized business, large or small.
Remember Cash Row Insurance. Your clients

will be reading about it in the major business and
news magazines starting in October.

It's the newest way to put our imagination to INA INSURANCE COMPANY
work for you. IT PAYS TO USE IMAGINATION® OF NORTH AMERICA

AN INA CORPORATION COMPANY

risk managers attending the sec-
ond annual conference of the In-
stitute of Risk Management
Consultants, Mr. Enzer said that
these are risks he sees arising
from new technologies.

He also sees additional risks

growing out of expanded tech-
nological applications, such

as: computer-assisted medical di-
agnositi cs; computer-controlled
processes; computer storage of
personal information; industrial
espionage; nuclear power plants,
and passive restraint systems in
cars and buses.

MR. ENZER noted that in fu-

tures forecasting he is concerned
with three main areas of activity.
Exploratory forecasting, which he
likens to "scanning the horizon"
to identify trends; normative
forecasting, which he describes as
charting a course to reach a cer-
tain goal, like a ship's navigator;
and technology assessment, which
involves looking beyond the goal
and predicting society's reactions
to events.

The Institute for the Future has

done two studies identifying fu-
ture risks and charting courses of
action, Mr. Enzer noted. One was
a study of future computer risks
done for Skandia Insurance Co. of

Sweden. The second was a recent-

ly-published assessment of the
long-term consequences of no-
fault automobile laws.

ANOTHER GENERAL area

Mr. Enzer sees as creating new
future risks for risk managers is
the area of social change. He
foresees that class action suits in

general will increase, and he spe-
cifically sees problems arising ov-

er questions of environment and
equal opportunity. The concept of
contributory negligence will be
applied, he predicted, possibly
abetted by such things as manda-

tory use of seat belts. He foresees
expanded use of strict liability un-
der the law, especially in the area

of product use.
Other risks ernerging with

changes in society may include
invasion of privacy, no-fault in-
surance, officer liability for cor-
porate criminal offenses, and
truth-in-advertising liability.

Under "miscellaneous risks" Mr.

Enzer includes expanded pen-

sion coverage, inflation, petrole-
um shortages, rolling blackouts,
technological obsolescence and uni-
versal health care. •

$175,000 bull cover
MONTICELLO, N.Y.-

The first purebred Chianina
bull ever sold in the U.S. was

recently insured by the Rhu-

len Agency, Inc., animal in-
surance specialists headquar-
tered in Monticello, N.Y. The
2,915 lb. bull, named Fil-
lippo, is covered for fertil-
ity and against mortality for
$175,000, according to Peter
Rhulen, vp of the agency.
Fillippo was calved April 10,
1970 at a farm near Sienna,
Italy, and is one of the larg-
est Chianina sires in North

America. His size contributes

to his genetic potential from
both sides of his pedigree.
The breed is known to gain
weight rapidly and Fillippo
is an easy calving sire. Total
production of semen to date
has produced a gross of more
than $1 million in Canada,
Australia.and the U.S. Fil-

lippo was purchased by a
syndicate at an auction.
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Federal employes are
slighted, Usery says

CHICAGO-The past failure of
federal agencies to adopt job safe-
ty and health standards enforced
in private industry and the nar-
row scope of federal-sector col-
lective bargaining have put the
federal employe at a disadvan-
tage in on-the-job safety and
health protection, W. J. Usery Jr.,
national director of the federal
mediation and conciliation service,
said.

In a speech delivered Oct. 1 at
the federal agency safety con-
ference, Mr. Usery said the Occu-
pational Safety and Health Ad-
ministration's (OSHA) program to
protect federal workers has been
"a weak sister compared to the
private sector program." Too of-
ten, federal agencies have not ob-

served OSHA's standards nor

have they undertaken inspections
to find and correct hazards, he
added.

"Clearly a double standard has
existed," Mr Usery said. "It's been
a case of the federal government
telling private industry: 'Do as I
say, not as I do. '"

PRESIDENT FORD'S recent ex-

ecutive order strengthens the fed-
eral sector program, Mr. Usery
said. He called the order a strong,
positive stride in the right direction
(which) opens the door to even-
tually giving federal employes full
proection parity under the law."

He added that while private
sector unions have been able to

win safety and health concessions

at the bargaining table, federal
employe unions have been handi-
capped. Many of the issues in-
volved in securing major job
safety and health improvements
lie outside the present scope of
federal-sector collective bargain-
ing, he said, and federal labor
unions lack many of the basic bar-
gaining strengths enj oyed by pri-
vate sector unions.

Mr. Usery suggested that figures
showing a low job injury rate
among federal workers are mis-
leading because "more than half
of the federal workforce is made

up of white collar workers whose
work is comparatively safe." He
pointed out that private sector
white collar workers in finance,
insurance and real estate have an

injury rate only half that of the
overall federal injury rate.

Mr. Usery said the challenge for
both labor and management is to
seek ways -of working together to
improve working conditions for
federal employees. •

Risk management not
evolving into its own
as a distinct profession

CARMEL, CA.-Risk manage-
ment is a little like the stock mar-

ket: It could go up, down, or stay
the same.

This sums up remarks made by
Susan Alt, Business Insurance

managing editor, at the recent
meeting here of the Institute of
Risk Management Consultants.

The risk management profes-

sion, while demonstrating some
innovative approaches, isn't de-
veloping very rapidly as a distinct
field, Ms. Alt observed. And, if
risk managers don't stay on their
toes, corporate belt-tightening
could eliminate their positions al-
together.

*«Commercial Umbrella.

0

You woukIn't want to be caught without it.
The sky's the limit, at least as far as liability judgments in civil suits
are concerned.

That's why a commercial liability umbrella makes so much
sense. It broadens the coverage and increases the limits of your
liability policies many times over.

See for yourself. The chart below compares a Chubb umbrella
point-by-point with a standard liability policy that's probably sim-
ilar to the one under which you're now covered. This chart is
merely an example; your umbrella policy will be individually tailored
to meet the requirements of each specific situation.

Auto B. I. Per Person

Auto B. 1. Per Occurrence

Auto P. D. Per Occurrence

General Liability B. 1. Per Occurrence

Aggregate Products B. 1.

General Liability P. D. Per Occurrence

General Liability P.D. Aggregate

Personal Injury (e,g. Libel, Slander, etc.)

Blanket Contractual 8.1.

Blanket Contractual P. D.

 Advertising Liability

Care, Custody & Control

Aircraft (Non-owned)

Watercraft (Non·owned)

Malpractice (Incidental Medical)

Worldwide

(THOUSANDS)

10 25 50 75 100 300 500 1000 3000 5000 5010 5050 5100 5300

Ezz====] EXISTING COVERAGE ZIZIZZI3 SELF INSURED M UMBRELLA

Chubb Commercial Liability Umbrella. You never know when you'll
need it.

C 14 1 00 William St., New York, N.Y. 10038 · 3200 Wilshire Blvd,Los Angeles, Calif. 900107 CHUBB/PACIFIC INDEMNITY GROUP
of Insurance Companies

On the one hand, risk managers
are becoming better educated in
handling self-insurance problems
for their companies. This could
take business away from brokers
and underwriters, she said.

AS AN EXAMPLE she cited that
one risk manager indirectly de-
veloped a financing plan using de-
ferred deposits while trying to
supply his broker with informa-
tion about his discounted cash
flow needs. "The risk manager
didn't know how to solve the prob-
lem either," she said, "but he had
to learn.

"It's essential for risk man-
agers to know more than their
brokers and underwriters. Why?
Because risk managers must tell
them what they want done. Brok-
ers and underwriters don't even
understand many of the sugges-
tions for financing premiums and
packaging risks. If risk managers
don't know more than they do,
risk managers will get sold a bill
of goods," Ms. Alt said. This, and
other observations she gleaned
from a mini-survey of what she
termed the 10 best-and-brightest
risk managers in the country.

Still, most top financial officers
don't view risk management with
what she called a "total manage-
rnent approach.

"Insurance, loss control, work-
men's compensation administra-
tion, safety, security, benefits and
group coverage are not only sep-
arated, but they report to differ-
ent officers scattered through the
corporation," she said. In addition,
budgets "don't reflect any big
changes in the view top executives
have of risk management."

Ms. Alt was cautious about pre-
dicting future trends: "Risk man-
agers are breaking away from in-
surance as the leading alternative
in handling risk, but this appears
to be a slow process taking place
mainly when insurance...is un-
available at the right price."

IRONICALLY, "service is the

big complaint risk managers have
had of brokers," she said, "not
price." She predicted that risk
managers won't ever return to a
"docile acceptance of standard
policies, vague exclusions and un-
challenged premium bids from
their insurance carriers."

Other trends are developing, Ms.
Alt said. Risk managers are getting
involved in new areas of corporate
operations. "Samsonite's risk man-

ager coordinates the total corpor-
ate product safety committee."

Contradictions are appearing,
however, she pointed out. "Cor-
porate belt-tightening and tight

money have possibly made some
financial executives more cogni-
zant of risk control as a cash man-

agement function," she said. "Oth-
ers are conserving cash by elim-
inating the corporate risk manag-
ers altogether."

Ms. Alt explained that several

of the risk managers she surveyed
believed that vp's of risk manage-
ment will move from staff to line

positions in the future. "It may be
a logical move," she said. "But I

don't think we're going to see a
vp of risk management telling a
vp of operations within the next
five years that he can't produce
a product because the risks are
unmanageable.

"In 10 years, the vp of risk man-
agement may well appear on or-
ganizational charts as the peer of
line executives," Ms. Alt said. "For
the time being, though, he hasn't
come far enough." •



is unfair to contractors
KEARNY, N.J.-Although he

won a reclassification dispute with
the state insurance department for
a group of building contractors,
a New Jersey insurance broker
now claims the department is
charging the contractors "discrim-
inatory" premiums.

Insurance broker Joel Harrison

represented the New Jersey In-
terior Systems Contracting Assn.
in their successful effort to shift

compensation premiums from one
that included hazardous employ-
ments. The shift, effective Jan. 1,
1974, meant a savings of 70% for
every $100 of payroll for the as-
sociation.

In reclassifying the interior sys-
tem workers, the state insurance
department ruled that only new
and renewal policies could be
written on the new rate and that

policies could not be cancelled and
rewritten to take advantage of the
rate.

Rate charges become effective
each July 1.

Mr. Harrison claims the depart-
ment's ruling is discriminatory and
has requested a public hearing on

Grant 11.1%
rate increase

to N.Y. HMO
NEW YORK-The Health In-

surance Plan of Greater New

York (HIP), a non-profit health
service corporation, providing

prepaid group health services to
more than 750,000 people through
27 non-hospital-based medical

groups throughout the greater
New York area, has been granted
a substantial rbte increase for its

community-rated subscribers un-
der age 65.

The New York insurance de-

partment approved an overall

11.1 %. increase, effective Nov. 1,
1974. The increase was approved
after a hearing was held on the
health service corporation early
last rnonth.

The increase "will produce rev-
enues sufficient to meet HIP's ac-

tual and projected cost increases
between August 1, 1974 and July
31, 1975 and Will perrnit
continued restoration of HIP's

statutory reserve," the insurance
department said.

THE RATE increase is designed
to meet increased costs for already
existing services. It was not re-
quested to provide for new health
services.

"Over half of the increase will

be used to pay for a 10 % increase
in the capitation fee which will
pay for salary increases for doc-
tors to partially cover the rising
cost of living and a 12 to 15% in-
crease in the cost of maintaining
and administering the health ser-
vice facilities of each medical

group," it was noted by the state
department.

The remainder of the 11.1% in-

crease is designed to cover other
increased costs, including:

• increases in malpractice insur-
ance costs;

• an increase in the amount paid
to doctors who practice full-time
for HIP.;

• increased costs resulting frorn
increased utilization of programs
whose cost is shared by H.I.P. and
doctors;

• increasing administrative costs;
and,

• the replenishment of H.I.P.'s
statutory  reserve. •

the matter.

Insurance commissioner Jarnes
Sheeran told Business Insurance

the hearing request was denied,
based on an opinion by the state
attorney general.

"What we are trying to achieve,"
Mr. Harrison said, "is simple equity
for those employers whose out-
standing policies expire through
the balance of 1974."

HE CLAIMED this rule is unfair

in that employers whose policies
have renewal dates in November

or December, 1974, are paying
higher rates than those renewed
in January 1974.

The policy of the insurance de-
partment is that rate revisions can-

not be made on outstanding poli-

cies. "The procedure is a very logi-

cal one," Commissioner Sheeran
said, "in accordance with the poli-
cy year...ifit (the interior sys-
tems reclassification) had been
handled in a different manner than

the set procedure, it ·would have
been discriminatory."

"WE HAVE an entirely dif-
ferent situation where people have
been improperly classified for a
long time," Mr. Harrison objected.
The new classification was created

because the interior systems peo-
ple do not have the same exposures

as those in the insulation group
(the original classification), he
added.

Mr. Harrison further claimed in

the old classification the interior

systems workers contributed a

greater share of the overall prem-
ium than their own experience
called for.

"It is just adding insult to in-
jury to penalize them a little
longer just to be consistent with

long-establi shed practice," Mr.
Harrison concluded.

Commissioner Sheeran described

Mr. Harrison's dispute as "essen-
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tially a dollars and cents issue:
Mr. Harrison is just trying to put
it into the more exotic setting of

a discriminated charge." •

J.H.BLADES & CO., INC.
P.O. Box 22003 / Houston 77027 / (713)526-6551

P.O.Box 12085 / San Antonio.78212 / (512)826-2378

To reach us toll free, simply ask your local operator in the
following cities to call the number listed for your city.

·New Orleans- Enterprise 7021·Lcs Angeles- Zenith 9-0216
·Dallas, Austin or Corpus Christi - Enterprise 70216

24-

The Multi-Gard business insurance
plan doesn't costyou a cent for
premium financing.
Multi-Gard is a unique package of business insurance policies. We Thehelp you to choose the kinds and amounts of coverage you need
no more, no less. Of special interest to financial executives,
your annual premium on nearly all kinds of casualty and policy behind
property insurance may be paid in as many as 10 install- our Pohcies
ments. With no interest, carrying or service charges. Addi-
tionally, dividends and possible other savings further increase makesthe
Multi-Gard's value to your firm.
Michigan Mutual's special policy is to be the very best in busi- difference.
ness insurance. Multi-Gard is an example of how we put that
policy to work for you.

Michigan Mutual
Insurance Group
Michigan Mutual Liability Company

Associated General Insurance Company

Home Office: Mutual Building • Detroit, Michigan 48226
Regional Offices: Detroit, Grand Rapids, Indianapolis,
New York, St. Louis, St. Petersburg
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The new program, called "A

classified advertising Aetna policy protects New Horizon" provides associa-
tions with protection against both
physical damage to buildings and

RATES AND CLOSING TIME: $2 50 per Ime, minimum charge $10 00. Cash condominium owners liability arising out of the use of
commonly owned grounds and

with order Figure all cap lines (maximum-two) 30 letters and spaces facilities Associations can also
per line, upper & lower case 40 per kne. Add two Zines for box number. HARTFORD-Gearing up to $42,000 for one year a spokesman opt to protect against loss of rent-
Replies a, e forwarded daily. Closing deadkne Copy in wntten form in meet growing demands Aetna told Business Insurance The al income and liabihty claims on
Chicago office not later than noon, Mondav 7 davs preceding publication Life & Casualty Co has begun smallest was $100 actions by the condominium's
date. Publwhed everv other Monday. Display dasslfied takes card rate offering a comprehensive proper- Basic liability limits start at board of governors, according toof $21 50 per column mch, and card dtscounts on stze and frequency. ty and liability pohcy for condo- $25,000 under a split policy as the insurerMall ads to Buslness Insurance, classtfted advertising dept, 740 N. minium associations and individ- well as a single liabihty policy The program has all ready beenRush St., Chicago, minols 60611.

ual owners. Limits can accomodate the needs approved in more than 30 states
Although the program lS barely of the larger client, as well Several of the states have large

HELP WANTED one-month old, a number of poll- condominium concentrations, in-
cies have been written The larg- UNDER THE single policy, bodi- cluding Florida, Connecticut,
est premium Aetna has seen so ly injury and property coverage are Georgia and Maryland

FIRE PROTECTION ENGINEER
far for one large account was included with basic limits of $25,- Not many insurance companies

000 per occurrance are wI·itinga separate condomini-
A split policy has basic limits of um policy Aetna sources said.

ARKWRIGHT-BOSTON INSURANCE is seeking an addi- Hull market $25,000 with a $50,000 aggregate Most Write it under a comprehen-
limit for bodily imury and a limit sive business policy or multi-periltional underwriter for its Central Region, Cleveland. The

ideal candidate will have an engineering degree, at least 3 is less than of $25,000 for property policy using endorsements

years HPR engineering experience and desire to relate this
engineering experience to underwriting judgement and in-
novation. Formal and on-the-job training program. Op- satisfactory
portunity for advancement good. Send resume and salary dates for buyers

BERLIN-Shipping insurers inrequirements in confidence to:
the U S are fighting such strong
premium competition that they Oct. 20-23: Security World magazine will sponsor an International

R. L. Jones, Arkwright-Boston Insurance, 20325 Center are unable to build up "reserve security conference at the New York Hilton Hotel Loss-prevention
Ridge Road, Rocky River, Ohio 44116. defenses" against future cata- workshops and a showcase of security products will be featured Write

strophic losses the International Security Conference, 2638 S La Cienga Blvd, Los
This picture of the current state Angeles, Ca 90034

of their market emerged from the
American Institute of Marine Un- Oct. 21-23: The American Management Assn will hold ltS 37th an-
derwriters when they presented nual insurance conference at the Palmer House in Chicago This year's

CORPORATE RISK MANAGER their annual report to an interna- theme-trends in government legislation the financial and social impact
tional conference in Berhn on the insurance and risk management community Write the AMA, 135

Opening with the admission W 50th St, New York, N Y 10020PACCAR Inc, a leading international manufacturer that conditions in the world's hull
of heavy d uty d iesel trucks and railroad cars, is insurance market today are less Oct. 22: The first in a series of federal pension plan legislation brief-
looking for a seasoned individual to assist our Di- than satisfactory, the report went ing sessions will be held at the Regency Hyatt Hotel m Chicago, spon-

on:
44 Unless there lS a return to sored by Hay Assoc. and Huggins & Co Inc Sessions will also takerector of Loss Control i n management of the de- fundamentals, underwriting re- place in Atlanta, Philadelphia and New York at later dates Write Joseph

partment. Primary responsibility will involve man- sults will once again be heading A. Banlk, Huggins & Co Inc, 1401 Walnut St, Philadelphia, Pa 19102
into a trough Over-capacity hasagement of the Corporate property and liability in-
developed out of the publicized Oct. 24-25: Profit Sharing Counc.1 of America will hold its annualsu rance prog rams i n add ition to the safety and i n- need to support higher and higher conference at the Crown Center Hc,tel in Kansas City, Mo Write the

dustrial hygiene programs. values as ships of the new gener- council, Suite 722,20 N Wacker Dr, Chicago, Il 60606
ation are planned and built

We seek 7 - 10 years experience In Risk Manage- "But severe competition is Oct. 27-30: A Caribbean insurance conference will be held in Kings-

ment and industrial Safety in heavy manufactur- driving rates to submarginal lev- ton, Jamaica Organized by persons in the insurance industry from the
ing. You may currently be the second in command els, and the underwriting losses area, it will encompass all aspects of the industry, Including general

which must follow may then insurance, life, cal>tives and insurance regulations Write Conference
ready for more responsibility. A CPCU or Risk Man- cause capacity to shrivel when it Secretariat, c/o MO,M,PO Box 182,Kingston 5, Jamaica

will be needed most," the annualagement certification Is desirable. In addition to a
report said Oct. 27-30: The Health Insurance Assn of America will feature Cas-challenging position, we offer a competitive salary, Extreme competition among par W Weinberger, secretary of Health, Education and Welfare, at its

excellent benefit programs and the opportunity to brokers because of excessive ca- 1974 insurance forum to be held at the Drake Hotel in Chicago Mr
pacity and near-frivolous rein-live in the Pacific Northwest. Weinberger is expected to discuss the latest developments in national
surance arrangements are blamed health insurance For more information contact Health Insurance In-

for the existing weak situation of stitute, 277 Park Ave, New York, N.Y 10017Please reply In confidence stating your salary re-
the market, together with high in-

quirement to: terest rates that tempt a quest for Oct. 28-30: The Society of Actuaries will hold a meeting at the Mar-
premium income so that it can be riott Hotel in New Orleans

PACCAR Inc invested at inflated levels
The American Institute also

Attn: Corporate Personnel Manager Nov. 7-8: The National Fire Protection Assn traveling seminar on
declared "Most underwriters in highrise fires will be in Dallas, Tx John T O'Hagan, New York City

P.O. Box 1518 our market are of the opinion that fire commissioner and chief of the department, will be one of the in-
Bellevue, Washington 98009 the return to underwriting funda- structors Write F James Kauffman, NFPA, 470 Atlantic Ave, Boston,

mentals is not only essential, but Ma 02210
cannot be long delayed without

Equal Opportunity Employer M/F risking serious consequences " • Nov. 11: A film of a hearing before the Occupational Safety and
Health Review Commission lS the basis of an instructional semmar

sponsored by the American Society of Safety Engineers to be held in

\4 Chicago (and in other cities at later dates) Participants will learn how
to prepare for and participate in OSHRC hearings Those interested
should contact ASSE, 850 Busse Highway, Park Ridge, Il 60068

Nov. 14-15: A look at the Employe Retirement Income Security Act

A of 1974 15 the theme of a conference to be held at the Shoreham-Amer-

... icana Hotel in Washington, DC, sponsored by the Assn of Private
Pension and Welfare Plans Inc For more information write Ms Vicki

Dungan, Conference Coordinator, at the APPWP, Suite 909, 1029 Con-
0 .0 necticut Ave, NW, Washington, D C 20036

Nov. 18-20: The Amencan Management Assn will hold a session on
Protecting Seagram's physical and human re risk management would be beneficial We desire

the principles and practices of insurance buying at the Parker House insources is a vital respons,bility and essential to a BS in Engineering or a BBA m Insurance
our continued growth Responsibilities will in- plus a CPCU and CLU An MBA would be Boston The course will cover the language, the market and the specific
clude supervising the execution and control of advantageous You should have personal initia types of corporate insurance Write the AMA, 135 W 50th St, Newestablished risk management programs and ac- tive and desire to improve corporate performance
tivities, plus special studies and preparation of and possess the superior communication skills York,NY. 10020
written and oral reports for corporate financial necessary to sell your recommendations
and executive management

We offer you a unique career opportun ty in a Nov. 20-23: International Foundation of Employee Benefit Plans isWe seek a professional risk management expert stimulating environment, an excellent salary, ex
with a minimum of 5 years experience including ecutive incentive award, comprehensive benefits, sponsoring a publlc employes fringe benefit conference at the Faitmont
m depth knowledge of property. casualty, life and and the personal gratification that comes from Roosevelt Hotel in New Orleans The purpose of the conference is tohealth Insurance, as well as pension principles, recognized performance
coverages and administration Knowledge of loss provide a forum for meaningful information and dialogue on all issues
control prtnciples and practices applied to protec
tion of human resources and corporate financial H you wish to explore this situation further, please affecting public employes fringe benefits. Write the foundation, P.0
and physical resources is also essential Some send your resume, including history and salary re- Box 69, Brookfield, Wi, 53005 (414-786-6700)
understanding of legal concepts applicable to quirements, m strict confidence to

Employment Man,tf/e, Nov. 24-26: The American Bankers Assn is sponsoring a seminar and
workshop on risk management in banking at the Sugar Loaf ConferencejosephE.Seagram & Sons.jnc Center of Temple University, Philadelphia, Pa The seminar will be di-
rected toward banks with deposits of $100 million or less For more

800 Third Avenue, New York, New York 10022
An Eitual 01,1,<irtunt¢,1 F, m 1110,19 r

information write Ed Armstrong, assistant director of the insurance and
protection division, ABA, 1120 Connecticut Ave,NW, Washington, D.C.
20036
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One side of yo
we hope you

We're not pointing finge-E, just trying to make a poirt.
Err-ployee dishonesty costs businesses an

estimated $4 billion every year.
With in turn leads to an estimated 30% of all

business failure.

With a Fidelity Bond from The St. Paul, we help ma<e
sure your business doesn t join that unfortunate club.

First, a Fidelity Bond itself gives you a subtle
psychological deterrent against internal dishonesty

And of course. if wti-e collar crime should crop
up, we cover your losses.

In addition,
than the standar

At a reason

And in thos

ewfense and pe
Service? 0

you :he same da
Fidelity Bor

a *hole lot easi

Call an ind

about it today. H

ur employees
never see.

we offer somewhat broader coverage
j form in most states.

able price.
: states we always include clains
isonal injury coverage. No charge.
r e of 44 service centers ties to contact

1 it receives your c'aim.
j. It makes trusting your employees
Er.

ependent agent for the The St. Paul
3's in the Yellow Pages.

THE ST. PAUL
COMPANIES

123013,?t i
Srri_Dal/7 \ 2

Serving you around the world... around the clock
St. Paul, Minnesota 55102

St. Pad F,re en,4 Mar na Insuiance C.mpany, St. Paul Mercury Insurance Company, The St. Paul Insurance Company



Why would a
million dollar operation like

Advance Electric come to Allstate
for business insurance?

For the same reason

a billion dollar operation like
Potomac Electric Power

Company did.

.f

€

Allstate is in the business of

insuring businesses. Small, medium
or uery large.

And lately our business-business
has really been growing.

We're winning new accounts

3, from the biggest names in the
business-insurance field.

Why? Service.
Our Account Executives and

Special Accounts Managers do
everything they can to tailor

Allstate services and protection
t6 your specific needs.

Advance Electric is a successful

New Orleans electrical contracting

firm. In their case; we developed
a single insurance package to

replace the fifteen separate
policies they were carrying,

and saved them money.
In the case of Potomac Electric

Power, we put together a

6 1 different package-general liability
for PEPCO along with Workmen's
Compensation and general

.

liability coverage for its
contractors on the construction

of a 350 million dollar power
generating unit. And placed a
loss-control supervisor at their '
service.

Service. That's the key.
We're set up to settle business

claims fast. With the largest
full-time staff of claim specialists
in the zountry.

We have the plans, people and
facilities to help your business
with everything from Workmen's
Compensation, to Fleet Insurance,
to Safety Engineering Analysis.

Whether your company has 25
or 25,000 employees, talk to an
Allstate representative.

Find out why a growing
number of businesses are

switching to Allstate.

/Illstate
BUSINESS INSURANCE

Available in most states.

Alistate Insurance Company


