Maneuvering marathons

Some marathon sponsors run long and hard
for liability insurance, but a few corporate
sponsors win the race. Page 50.
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Packed in with the usual haul of risk
management problems, you can find
special risks that demand special han-
dling to be properly insured. But rather
than being a Pandora’s box, a crateful of
special risks can stretch your skills and
creativity and sometimes tickle your
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It’s a dog’s life
What cute little apples of Hollywood’s eye
have more insurance than most corporate ex-
ecutives? Benji and a pal. Page 56.
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Fiduciary Iiability:

Pilot tests ERISA investment rules

By ELLIS SIMON

BROOKLYN—In one of the first
tests of ERISA’s prudent man rule,
an Eastern Airlines pilot is suing
his employer and the Air Line Pi-
lots Assn. to recover more than $5.3
million invested in real estate by
the pilots’ pension fund.

The fiduciary liability suit filed
Aug. 31 by David L. Mudd of
Southhold, N.Y., seeks not only to
rescind the real estate transactions
and recover the legal expense of
the suit, but also asks that:

e An officer of the court be ap-
pointed to investigate the opera-

Suit creates
By LEN STRAZEWSKI

NEW YORK—Capitol Cities Me-
dia Inc., parent firm of Fairchild
Publications here, is preparing its
defense against a $6.9 million class
action suit charging the company
mnishandled the reporting and divi-
lends of a former pension plan.

Capitol Cities recently denied

‘he charges in its initial response to
‘he suit that was filed in April. Tts
New York law firm, Satterlee &

tions of the pension plan.

e Documents surrounding the
real estate transactions be dis-
closed.

e An injunction be ordered ban-
ning the defendants from pursuing
further real estate business.

» The pilots’ retirement commit-
tee be restructured.

Eastern Airlines fiduciary liabil-
ity insurance is written by National
Union Insurance Co., a member of
the American International Group,
Business Insurance learned. ALPA
is insured with Lloyd’s of London
through Professional Indemnity
Agency Inc. of New York.

Since Eastern Airlines adminis-
ters the fund and ALPA represen-
tatives on the retirement commit-
tee are Eastern Airlines employes
and covered by the airline's fidu-
ciary liability policy, the ALPA is
notlikely to be found to have liabil-
ity, said Marshall Rattner, presi-
dent of Professional Indemnity
Agency.

Neither the defendants nor their
insurers have responded to the
complaint filed in U.S. Court for
the Eastern District of New York,
said plaintiff's attorney Robert R.
Schorm of Bayport, N.Y,

Continued on page 99

policy form confusion

Stevens, has also begun taking
depositions of the plaintiffs,
Bernard Frank, a former Fairchild
employe, and John Pareti, who still
works for the firm.

The suit, however, does not
name any individual fiduciaries by
name, but cites the old and new
Fairchild/Capitol Cities plans and
corporations as defendants.

. Fiduciary liability brokers and
underwriters are watching the law-
suit closely to see:

The people column
page 104

o If insurers are held responsi-
ble.

e If Capitol Cities’ current fidu-
ciary liability insurer, Chubb &
Sons/Federal Insurance Co., is held
responsible for all of the likely
claim.

e If Fairchild’s past insurer, Na-
tional Union/AIG, is brought in to
take all or part of the claims.

“Usually fiduciary liability poli-
cies are written for individual fidu-
ciaries by name to take care of the
corporation’s responsibility to in-
demnify the individuals against
loss for their actions,” explained
excess/surplus broker Thomas
Sheehan, whose suburban Chicago
firm, Thomas Sheehan Inc., spe-
cializes in professional llablhty.

“In a case in which no individu-

Continued on page 99
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Managing mountains

Safety plans glve Qutward Bound the ropes to
scale liability insurance problems for its out-

door training school. Page 26.

EEOC jeopardizes
pregnancy benefits
for women who quit

By JERRY GEISEL

WASHINGTON—Dne of the iro-
nies of the new preznancy nene’“ts
law is that it coulz end up tak-ng
away benefits fromthe ¢.ass of em-
plcyes it is designed tc protect:
pregnant women.

Guidelines issued by the Eq.al
Employment Oppcrtun.ty Com-
mission, the federal agency enfere-
ing the law, say thatif an employer
offers extended benefifs to preg-
nant emplioyes, the same benefits
must be offered on the same basis
to other employes leaving the firm.

Employers will prebadly stop
providing extended bensfits “or
pregnancy rather than open their
benefit programs to tha expense of
providing equal extended benedits
for other conditions that coulé be
much more expensive than preg-
nancies, say consultar:ts

Meanwaile, the cost of graning
benefits for pregnancy disab.lity

equal to those for ether disabilities
is driving up the cost of health in-
surance plans 5% and paid sick
leave programs 2)%. 2ut despite
these cost increases, employers say
they won’t cut back other benefit
plans. (See story page 101.)

The controversy over extended
benefits develops because typical
corporate extended bznefit plans
provide medical and hospital bene-
fits to women emploves who leave
a company after they become preg-
nant. They do not have to be dis-
abled to collect such kenefits. The
kenefits end after delivery of a
kaby.

By contrast, extended benefits
cffered to men are provided on a
much more restrictive dasis. Total
disability, for exampla usually is
required kefore a man leaving a
company can collect extended
benefits.

In addition, extended benefits

Continued on page 101

Because of EEOC guidelines, employers may stop paying health
benefits for a pregnant worker who quits her job before delivering a
baby. Extended benefits for all would be expensive.

Photo: Mary Cairns
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Bermuda insurer sues A&A
for “negligent” management

By KATHRYN J. McINTYRE

NEW YORK—A $2 million suit
pending here charges the Bermuda
subsidiary of Alexander & Alexan-
der Inc. with negligence in produc-
ing reinsurance business for a
Bermuda-based insurance com-
pany.

Oppenheimer Reinsurance Co.
Ltd., owned by a group of inves-
tors, is suing A&A to recover more
than $2 million in underwriting
losses suffered on business A&A
selected for the company over a
four-year management relation-
ship. The losses are approaching
OpRe’s initial capitalization of $2.5
million.

The suit reveals a new liability
exposure for brokers who seek
business for their clients’ captives.
It also shows that small offshore in-
surance companies can suffer
heavy losses from underwriting
reinsurance.

A&A hasn’t responded to
charges in the suit. It has asked the
U.S. district court for the southern
distriet of New York to dismiss the
suit, filed April 24, arguing that the
court doesn’t have jurisdiction.

If the court doesn’t dismiss the
suit, A& A will file aresponse deny-
ing all the allegations, said A&A
general counsel Ronald -J.
Roessler. “And we plan a very vig-
orous defense,” he added.

Presumably, A&A’s errors and
omissions insurance policy would
cover the legal expenses and any
judgment if one is rendered against
A&A. The broker’s E&O insurance

is thought to be underwritten by
Shand Morahan and reinsured in
the London market, but A&A
wouldn’t confirm those reports or
discuss policy limits.

“Their performance was horren-
dous,” said Robert Rosenkranz,
chairman of Laguna Reinsurance
Co. Ltd., OpRe’s new name. “If
we'd listened to them, we'd be
bankrupt now,” he told Business
Insurance. “Our portfolio lost $2.25
million between 1974 and 1977,”
when A& A was managing the com-
pany, he said.

Mr. Rosenkranz was a general
partner at Oppenheimer Co. when
the investment company decided
in 1973 to invest in forming OpRe.

Laguna discontinued $7.3 mil-
lion in reinsurance business A& A
had arranged for it, leaving the in-
surer with only $4.4 million in pre-
miums on continuing business in
1978. The business produced by
A&A showed a $1.1 million loss
when it was discontinued at year-
end 1977, according to Laguna's
annual report. An additional $1.1
million, including additional re-
serves, was lost in 1978 on the dis-
continued business.

Laguna's capital is intact, how-
ever, “because we did well on in-
vestment and business from Mu-
tual Fire, Marine & Inland Insur-
ance Co. and Royal Chartered Gen-
eral Fire Insurance Co. Ltd.,” Mr.
Rosenkranz said.

Both insurers are now investors
in the holding company that owns
Laguna and sit on the board of un-
derwriting advisers that makes un-

derwriting decisions for Laguna.

Laguna’s current business also
comes primarily from its three in-
surance company investors, in-
cluding Forenede Assurandorer.

The business produced by A&A
forOpRe was arranged by A& A ex-
ecutives who traveled to London to
sign OpRe as a quota share rein-
surer on international treaties, Mr.
Rosenkranz said.

A&A no longer produces busi-
ness directly for clients as it did for
OpRe, Mr. Rosenkranz said. Alex- _
ander Underwriting Agencies, a
joint venture by A&A and Alexan-
der Howden in London, now offers
reinsurance business to captives
looking for third-party risks to un-
derwrite.

OpRe’s suit charges that Alexan-
der International Lizd., A&A’s Ber-
muda captive maragement com-
pany, managed OpRe’s reinsur-
ance business “in an incomplete,
defective and negligent manner,”
from 1973 through 1977, when the
agreement was terminated by
OpRe.

The suit also charges AIL used
OpRe as a fronting company for
other companies managed by AIL
without informing or getting au-
thorization from OpRe to do so.
OpRe did not receive any compen-
sation for the use of its name and
potential liability for unpaid losses,
the suit charges.

OpRe has not hed to pay any
losses from these fronting arrange-
ments, Mr. Rosenkranz said.

The suit criticizes AIL's under-

Continued on page 100

Activists fight sterilization
of women in hazardous jobs

By MARY ELLEN McKEE

CHICAGO—An unusual coali-
tion of women’s groups, labor
unions and doctors are uniting to
fight forced sterilization of women
working in chemically hazardous
areas.

The activists vow to outlaw
sterilization policies and discrimi-
natory work assignments that em-
ployers say are necessary to pro-
tect women who may have chil-
dren.

The unions and women'’s groups
are busy courting the support of
federal agencies and lobbying
groups, to some success.

Already American Cyanamid has
been fined $35,000 by the Occupa-
tional Safety & Health Administra-
tion for an alleged sterilization pol-
icy at its Willow Island, Va., chemi-
cal plant after unions complained.

But the chemical company de-
nies it ever had any sterilization
policy in force and hasn't paid the
fines.

In a citation issued Oct. 9, OSHA
alleged that American Cyanamid
adopted and implemented a policy
that required “five women em-
ployesto be sterilized in order to be
eligible to work in those areas of
the plant where they would be ex-
posed to certain toxic substances.”

OSHA charges this policy is a
willful violation of the general duty
clause of the Occupational Safety
& Health Act of 1970, which re-
quires employers to provide em-
ployment free from recognized
hazards likely to cause death or se-
rious physical harm.

The Equal Employment Oppor-
tunity Commission has received at
least 40 complaints about various

r

Coming Jan. 7

How do competitive insurance markets affect corporate
use of captives and self-insurance?

~

Are companies self-funding workers compensation capi-
talizing on their reserving rights expressed in the Crescent
Wharf & Warehouse decision?

How do small and medium sized businesses self-fund
benefit and property/casualty programs?

The Jan. 7, 1980, issue of Business Insurance, its first asa
weekly newsmagazine, will focus on captives and self-
insurance, answering these questions and more about self-
funding for corporate risk and insurance managers and
benefit managers.

Readers with questions they would like answered in spe-
cial issue articles or those who would like to contribute an
article for the issue should contact Susan Alt or Kathryn
MclIntyre at Business Insurance, 740 N. Rush, Chicago, Ill.
L 60611; 312-649-5278.

companies either requiring women
in their childbearing years to he
sterilized or keeping women out of
certain jobs because of the high
toxic levels. :

Responding to these reports, the
EEOC is drafting a set of guidelines
on toxic substances for employers
to be issued by next month. The
commission refused to comment
on the guidelines.

Wendy Williams, assistant law
professor at Georgetown Univer-
sity Law Center and a member of
the Coalition for Reproductive
Rights of Workers, charges, “These
employment practices are un-
equivocally a violation of Title VII
of the Civil Rights Act.”

Title VII, Ms, Williams ex-
plained, *“outlaws general dis-
parate employment practices,
which means that a company can-
not block a group of people from a
job based on race, sex or creed.”

For example, if a company re-
quires a person to have a high
school diploma before being con-

Continued on page 100

errors &
omissions

e In a Sept. 17 story about
McGraw-Edison Co.'s shift to self-
insurance for workers compensa-
tion risks, Self-Insurers Service
Inc. in Chicago was inaccurately
identified as a division of Fred S.
James & Co. Self-Insurers Service
Inc. is an independent supplier of
workers compensation and em-
ploye benefit claims administra-
tion services associated with the
Chicago law firm of Seyfarth,
Shaw, Fairweather & Geraldson.

Georgia claim.
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million.

gone up again.

lumbia.
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European insurers drop suit
over Itel’s computer-leasing

SAN FRANCISCO—A group of European insurers has dropped
asuit that charged they were defrauded into providing coverage for
Itel Corp.’s controversial computer-leasing operation.

The $20 million suit, filed against Itel, the Guarantee Appraisal
Corp., Americas Insurance Co. and Marsh & McLennan in late
July, contended the insurers were led to believe they were rein-
suring real estate and heavy equipment, not the more volatile com-
puter leasing business (BI, Aug. 20).

At issue was a computer lease contract between Itel and the state
of Georgia canceled by the state last June, leaving Itel with a lossof
$1.6 million that it tried to collect from Americas. That's when the
Europeans, who said they had reinsured 100% of the policy, balked
at paying, charged fraud and asked thatthe policy be declared void.

Itel, which recently closed its computer-leasing operations, is
still suing Marsh & McLennan and Americas for payment on the

Insurers offer fire settlement

NEWPORT, Ky.—In the latest in a series of out-of-court settle-
ment offers, insurers and equipment manufacturers are offering
$4.7 million to settle suits in connection with the 1977 fire at the

. Previous settlements in litigation arising out of the May 28, 1977,
fire that killed 165 persons and injured 50 total more than $10

The $4.7 million settlement offer includes $3 million from about
900 insurers participating in the Kentucky FAIR Plan.

Other settling defendants listed include: Sterling Light Co.,
$75,000; Groman Corp., formerly Coleman Cable & Wire Inc.,
$300,000; Lennox Industries Inc., $100,000, and Sierra Electric Divi-
sion, Sola Basic Industries, $525,000.

The defendants other than the insurers either made or distribu-
ted equipment used in the club or in its construction. Lawyers for
the victims contend that the fire started through failure of an
aluminum-to-copper connector and was spread by the wire insula-
tion, which also produced toxic fumes.

Insurers were named in the litigation by plaintiffs who argued
the insurers should not have provided insurance for a building that
didn’t meet fire code requirements.

About 40 more defendants who produce aluminum devices or
PVC insulation for wiring are scheduled for civil trial Dec. 3 in a
joint session of state and federal courts.

Longshoremen’s benefits rise

WASHINGTON—Benefits payable under the federal
Longshoremen’s and Harbor Workers' Compensation Act have

Effective Oct. 1, the weekly maximum benefit for total disability
jumped to $426.26 from $396.78, a 7.43% increase.

EachOct. 1, a new maximum benefit is set. It is based on 200% of
the current national average weekly wage,

Last year, more than $211 million was paid out in benefits under
the longshoremen'’s act, which is administered by the Labor De-
partment. The act covers more than one million workers, including
maritime workers and all private employes in the District of Co-

Panel to review herbicide claims

RALEIGH—A committee of farmers and representatives of the
insurers will meet to review all disputed claims, settled and open,
arising out of the herbicide contamination of 10% of North

The state is also expected to decide in the next month whetherto
revoke the license of Affiliated Factory Mutual over the way it has
handled 1,100 claims for damages caused to tobacco crops by a
fertilizer manufactured by Borden/Smith-Douglas that had been
contaminated with the herbicide picloram (BI, Sept. 17).

Affiliated FM insures Borden for up to $10 million of any losses
and excess coverage of more than $100 million is provided by
Lloyd’s of London. Borden self-insures the first $500,000 of any
loss, but state officials said recently that the Ohio-based firm had
already paid $2 million to farmers affected by the fertilizer.

State counsel Dan Nelson said Affiliated FM admitted during the
weeks of recent hearings that it did not investigate claims as tho-
recughly as it should have, but it denied the state’s contention that
the investigation had been purposely delayed.

U.K. faces $50 million loss

LONDON—U.K. marine insurers face a $50 million loss unless a
newly built floating dock, which ran aground in Arctic waters, can

The dock, 300 meters long and capable of lifting 80,000 tons, was
builtin Goteborg, Sweden, and broke away from the barges towing
it to Murmansk, Russia, on Oct. 4. Salvage operations have been
hampered by icy weather, and the dock will become one of the
year’s worst shipping losses if it is not refloated. Lloyd’s and the
U.K. market underwrite 56% of the insurance and the rest is spread
in Sweden, the U.S. and other markets.
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Federal funds

By RHONDA L. RUNDLE | —

LOS ANGELES—Uninsured
losses to public buildings and facil-
ities in the earthquake-stricken El
Centro-Brawley area near the Mex-
ican border will top $11.1 million,
with damage to 11 privately owned
commercial buildings and 470
homes tallied at about $10 million,
state officials say.

The total of insured losses was

. estimated at $2.5 million by the
American Insurance Assn., but the
total of commercial insured losses
was not available.

No immediate estimate of in-
-sured commercial losses was avail-
able. -

No deaths but about 100 injuries
resulted from the Oct 15 quake,
which measured 6.4 on the Richter
scale and was felt in San Diego and
as far north as Los Angeles. Prop-
erty losses will hit $21.1 million and
may go much higher, Gov. Jerry
Brown reported in his successful
plea to President Carter for federal
disaster aid.

“Our public facilities are not in-
sured against earthquake,” con-
firms John Kennerson, chairman
ofthe Imperial County board of su-
pervisors. “We could buy it, but it’s
not economically productive. It
Jjust doesn’t make sense.”

Perhaps not. The federal govern-
ment, in effect, underwrites public
property against such natural ca-
tastrophes. President Carter’s

Public facilities in earthquake-stricken Imperial
County, including this county services building,

Local authorities desecribe the

O b ey
L e e b .

are not insured against earthquakes..But the fed-
eral government is supplying disaster aid.

till quake insurance void

Sherwood Insurance Services, an
excess/surplus- brokerage firm in
San Francisco. Lessthan one out of
20 California commercial build-
ings, and perhaps far fewer, carry
earthquake coverage, Business In-
surance has learned.

The reason commonly cited is
cost. A ballpark estimate of annual
premiums on a building compara-
ble to the six-story county services
in El Centro would be $15,000 to
$25,000 with a 5% deductible, fig-
ures Berl Goodheart, a technician
in the L. A. property department of
Bailey, Martin & Fay Inc. And that
assumes a soundly constructed,
modern building with reinforced
concrete walls, roofs and floors.

Even at that rate, earthquake
coverage is difficult to place, bro-
kers agree. Insurers strictly limit
their liabilities and try to spread
the risk throughout a wide geo-
graphic area.

“It’s especially tough to find
after a quake,” Mr. Goodheart says,
“Most of the big companies are
Eastern-based, and they getthe im-
pression that earthquakes hit Cali-
fornia about every 20 minutes.”

Insurance rates in Los Angeles
are 43% to 53% less for buildings
constructed after 1933, when strie-
ter earthquake codes were enacted,
Mr. Goodheart says. In many other
California cities, those new earth-
gquake regulations were not
adopted until 1950.

“Barthquake-proof is really a

Photo: Wide World

emergency proclamation activates
the Disaster Relief Act of 1974,
qualifying Imperial County for a
100% direct federal grant for repair
and replacement. of public facili-
ties. By the same stroke, small
businesses and homeowrrers are el-
igible for low-interest loans, pres-
ently running about 5% to 7%%.

The largest single loss was the
eight-year-old county services
building in El Centro. A quarter of
the six-story structure tilted about
14 degrees off its base after the ini-
tial jolt. Two days later, it sank an-
other three inches when the quake-
battered area rocked with a series
of potent aftershocks.

Engineers are inspecting re-
mains to see ifany part of the struc-
ture or its contents can be
salvaged. Price tag for demolition
and reconstruction will probably
run about $7 million, Mr. Kenner-
S0n Says.

collapsed county services building
as “earthquake-proof” No one
could say, however, exactly what
that means.

“We will review the contract doc-
uments when we get the chance,”
said John MecClure, county admin-
istrative officer. Construction engi-
neers hired by the county will
check the wreckage to see if the
structure met existing building
codes,

“There has been no discussion of
any action against the architect or
contractor,” supervisor Kennerson
stated.

The architect, William Jehle of
Design Sciences Inc. in Pasadena,
Calif,, could not be reached for
comment.

The All-American Canal, which
supplies drinking and irrigation
water from the Colorado River to
Imperial County, sustained about

$1.2 million in damages, reports
Robert Carter, executive officer to
directors of the Imperial Irrigation
District. Service was slowed
briefly after the main shock, but
prompt action to repair the earthen
canal had water flowing at normal
again within a couple days.

Time will tell if there’s some $8
million to $10 million in losses to
the valley’s agricultural irrigation
system, a complex network of clay
pipes buried several feet below
ground.

Farmers won’t know the full ex-
tent of possible cracks or breakage
until next spring.

Other damage included buckled
highways, bridges, railroad tracks
and structures. The Border Patrol's
point-of-entry facility at the
California-Mexico border was se-
verely hit. El Centro’s nine-block
business district was littered with

broken glass, merchandise and
mannequins that tumbled out of
display windows.

Holly Sugar Corp. feared sub-
stantial damage to massive silo-
like sugar bins at its Brawley re-
finery, but iis fears were not real-
ized. “There are hairline cracks
around the bins but it's hard to say
if they were caused by the quake,”
said Albert Dischinger, Holly
Sugar’s insurance manager.

“We are insured against earth-
quake, but there weon’t be any
claim—the deductible’s too high.”

A spokesman for Southern Cali-
fornia Edison said a complete sys-
tems check was made of the San
Onofre nuclear power plant on the
coast and that there were “no prob-
lems.”

“Many building owners don’t
take earthquake coverage because
the premiums are too high,” says
Don Sherwood, president of Don

mishomer,” says Mr. Sherwood.
“The proper term is earthquake-
resistant.” Such buildings are pri-
marily designed to protect against
loss of life. Secondarily, they are
supposed to resist damage, he ob-
serves.

Earthquake insurance may or
may not include debris removal,
Mr. Sherwood continues. A good
policy on an older structure will
contain a cost of construction
clause, so insurance pays to re-
build rather than repair a building
which, although not in ruins, must
be brought up to code as required
by law.

The Imperial Valley quake was
the biggest since the San Fernando
earthquake that rocked Los
Angeles County in 1971, killing 65,

The last previous major earth-
guake on the Imperial fault oc-
curred in 1940 and measured 7.1 on
the Richter scale. u

the benefit beat

Oscar Mayer packs in second opinions

About 2,500 employes at Oscar Mayer’s Madison, Wis.,
plant and 1,800 at a Davenport, lowa, plant have won the
right to a sécond physician’s opinion at company expense
when a primary physician recommends surgery.

The new three-year contract ratified by Local 538 of the
United Food & Commercial Workers also changes several
health benefits. The insurer, United Benefit Life Insurance
Co., will pay reasonable and customary fees for surgery and
anesthesia and the first $300 per occurrence for emergency
treatment, accidents, medical examinations and illnessesina
12-month period. Costs above $300 are split 80/20 between
the insurer and worker. Previously, the employe paid a $75
deductible and the rest of the costs were split 80/20.

Optical coverage was doubled, to $30 for an eye exam, $16
for single-vision lenses and. $80 for contact lenses. Charges
will be reviewed and coverage will be revised once a year.

Retirees have also been given a major medical limit of
520,000, up from $15,000 and a full “30 and out pension”

llowing retirement after 30 years of service with full bene-
its. Previously, a worker could not receive full benefits un-
258 he retired at 65.

‘ord follows GM

With the exception of slightly differing increases in Sup-
lemental Unemployment Benefits contributions, Ford Mo-
it Co. and the United Auto Workers have agreed on a three-
2ar contract identical in wage, pension and benefits im-
rovements to the recently-negotiated pact with General Mo-

tors Corp. (BI, Oct.1).

Ford will increase its range of hourly contributions to the
SUB fund to a maximum of 26 cents per hour, atwo-cent hike
from the previous range of 14 to 24 cents per hour. In the GM
contract, the range of SUB benefits rose to 15 to 29 cents
hourly, also from the 14 to 24 cent level. The Ford settlement
covers approximately 197,000 workers.

Less at Chrysler

The UAW, however, has promised to make “significant
concessions” in its contract negotiations with the financially
ailing Chrysler Corp. to help keep the automaker alive.

“In a sharp departure from our traditional bargaining posi-
tion, Chrysler will not be asked to match the total cost of the
contracts we have with GM and Ford,” said UAW president
Douglas A. Fraser. ‘

The UAW already has tentatively agreed to allow Chrysler
to defer for one year the $200 million payment to the pension
plan covering U.S. hourly workers in an effort to help the
cash flow of Chrysler. Other concessions will involve paid
personal holidays and wages, Mr. Fraser said.

Federal premium increase

‘Health insurance premiums will jump approximately 10%
next January for the eight million U.S. workers, dependents
and retirees covered under federal group health insurance
plans. The premium a worker pays will depend on which of

the 104 participating plans he or she is enrolled in.

The premium hikes are expected to cost federal workers
about $150 million, while the federal government, which
pays between 60% and 75% of most employes’ premiums, will
have to ante up an additional $250 million to cover the rise in
premiums.

IRS bill approved

The House has given final approval to legislation (HR 5224)
barring the Internal Revenue Service from regulating the
taxation of employe benefits.

Currently, the'IRS is prohibited from issuing such regula-
tions before Jan. 1, 1980. The new law would extend the
moratorium on benefit regulations until June 1, 1981,

Most employe benefits, such as health insurance, already
are specifically exempted by statute from federal taxes.

However, a “gray area” of benefits, such as employer-paid
parking spaces, is not covered by statute and the IRS report-
edly is looking into these gray areas as a means of raising
additional tax revenues.

The Senate has not yet taken up a companion bill.

L ]

Benefit Beat keeps risk managers and employe benefit man-
agers abreast of changes in plans around the country as well
as other important developments. We’d like to know if you’ve
made any changes or know of any significant developments.
Write Kathryn J. McIntyre, Business Insurance, 740 N. Rush
8t., Chicago, Iil., 60611 or call (312) 649-5286.
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Firm to defend putting benefits in captive

By SUSAN ALT

NEW YORK—U.S. Industries
will defend itself against a Depart-
ment of Labor challenge of the
company’s use of an offshore cap-
tive to reinsure employe benefits.

The reinsurance arrengement
amrong USI, Prudential Insurance
Cos. and the Bermuda captive
do2sn’t fall within the sccpe of the
recent exemption allowing some
companies to use their insurance
subsidiaries to underwrite their
employes’ benefit programs, the
department told USI late last
mcnth.

This is the first official challenge
br the Department of Labor
agezinst companies that use off-
store captives for funding em-
ploye benefit plans. But it merely
ccnfirms what has been known to

be the Labor Department position.
USI’s Bermuda-tased Diversity
Insurance Co. Ltd. has been used
sinze the early 2970s to reinsure
group plans placec¢ with Pruden-
tial Insurance Co. In November
1974, USI requested a waiver of the
Embloye Retirerment Income Se-
curity Act’s self-dealing prohibi-
tions to allow it to continue using
Diversity as a benefit reinsurer.

In August, tte Department of La-
borezsed the ERISA restriction on
the use of captive iasurers, allow-
ing a domestic subsidiary insurer
to write a parent company’s direct
beneft businzss as long as it
doesn’t accour.t for more than half
of the insurer’s tctal book of busi-
ness. But the new -ule didn’t ad-
dress the :ssue of reinsurance with
a captive and didn't recognize off-

shore captive companies BI, Aus.
20).

Therefore, it was no surprise
when USI received a letter in laze
September seying its arrangement
doesn’t fall within the class exemp-
tion issued in Augast. IfUSI wans
to pursue its waiver request fur-
ther, it must seek a pr:vate hearing
with DOL’s Gary Lefkowitz, the
letter said.

“We have discussed tais with our
lawvers and we will s2ek a hear-
ing,” said S. Peter Law, vp-
insurance at USI, whc :s in charge
of employe benefit maragement et
the company.

The willingness. of the depart-
ment to consider sach case on an
individual basis is considered by
some benefit axperts o be a poesi-
tive sign that the government doe3s
not have a jaundiced view of all

dealings between parent corpora-
tions and subsidiary captive insur-
€rs.

On the other hand, the federal
government has not looked kindly
upon the establishment of offshore
insurance companies in tax havens
like Bermuda and may not give its
approval to the use of any such
company for employe benefit in-
surance or reinsurance.

Only a few companies use cap-.

tives to reinsure employe benefit
plans, including Sambo’s Restau-
rants and Agway Inc. But benefit
experts have predicted the practice
would become widespread be-
cause of the financial advantages if
the ERISA rules were eased appro-
priately.

Neither Sambo's nor Agway has
raceived any official confirmation
from the DOL about their plans.
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ClaimFacts™

ClaimFacts™

ClaimFacts™

ClaimFacts™

Erisco Inc. 1700 Broadway New York, N.Y. 10019

is an advanced on-line health claims administration sys-

tem for use by employers and other organizations with
self-funded or underwritten plans.

provides total automation for the processing of all types

of health benefits plans, including basic and Major
Medical, dental, vision, prescription drugs, and dis-
ability. The system has the capability for on-line inquiry,
eligibility verification, adjudication, coordination of
benefits, and letter generation.

can be installed at your office for use by your staff using

your hardware or ours, or can be administered from our
offices. It is available on a service, lease or purchase

basis.

joins IMPLEFACTS, the deferred recordkeeping spe-

cialists, as a member of the Thomas National Group.

(212) 247-2444
call Barbara Bondy, President, for more information.

A Thomas National Group Subsidiary

Agway is “pursuing an individual
exemption” to allow continued use
of its domestic insurer as the rein-
suring vehicle, its Washington law-
yer said.

Sambo’suses an offshore captive
to reinsure benefit plans BI, June
11).

Diversity Insurance Co. Ltd.
reinsures a “major part” of the USI
benefit business insured with Pru-
dential, with that reinsurance total-
ing about 10% of Diversity's total
book of business. At year-end 1978,
Diversity reported premiums re-
ceived of $16.2 million, 70% of
which was related to parent com-
pany risks.

If USI were forced to stop using
Diversity to reinsure its benefit
plans, said sources close to the
company, a couple of percentage
points would be added to the cost
of USI's benefit premiums. Mr.
Law declined to comment on the
cost impact of a failure to obtain a

-waiver of the ERISA provision on

prohibited transactions with re-
lated entities.

USI probably wouldn't set up a
licensed domestic insurance com-
pany for this purpose, if it doesn’t
obtain the exemption, Mr. Law
said. “If it came to that, it wouldr’t.
be worth the capitalization require-
ments and the other costs to set up
a captive here. You might as well
go into an administrative-services-
only contract,” he told BusinessIn-
surance.

The Department of Labor re-
stricts a corporation’s benefit in-
surance dealings with a subsidiary
captive insurer, arguing they
present an inherent conflict of in-
terest. DOL says there is the poten-
tial for abuse or manipulation in
transactions of this type. .

Pension guide
expands data

WASHINGTON, D.C.—The re-
vised and updated 1980-81 edition
of the Financial Directory of Pen-
sion Funds published by Insur-
ance Research Inc. here offers a
free Marketing Research Analysis
with each of the 84 separate geo-
graphic directories.

The new directory reveals weak
and strong sales markets in each
territory, the number of pension
plans by participant sizes, the
number of businesses in eachzip
code with pension plans as well as
all trust funds, split-funded or
combination plans, insured funds,
defined benefit plans and employe

" stock option plans.

The new directory has been ex-
panded to include 514,800 funds,
87,700 more than last year.

A pre-publication special of 15%
savings is offered to those who or-
der by Nov. 9.

Also available is a separate Na-
tional Marketing Analysis, compil-
ing all 84 regional analyses into
marketing statistics. The price is
$199.50. Insurance Research Inc.’s
headquarters are 515 National
Press Building, Washington, D.C. =

Schanes office

closes doors

SAN DIEGO—Schanes Associ-
ates here, an employe benefits con-
sulting firm, has closed its Wash
ington D.C. office.

President Steven C. Schane
said his company is still doing con
sulting and lobbying work but “w
just don’t have a full-time staff i
Washington anymore,'' M)
Schanes said he will still travel t
and from Washington as needed i
the course of his work, which ir
cludes advising the National En
ploye Benefits Institute.
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Insurers

By RHONDA L. RUNDLE

SEATTLE—The state of Wash-
ington has collected the $33.8 mil-
lion in insurance on the lost Hood
Canal Bridge here, but it's cnly a
quarter of the replacement cost.

Reconstruction of the bridge that
collapsed here last February under
the force of 100 mile-an-hour winds
is estimated to cost $121 million,
although no specific design has
been selected. That leaves the state
to finance the $88 million differ-
ence. -

Policy limits were tied to the
original $30 million bond issue
floated in 1957 to build the bridge
and were refactored on renewal ev-
ery three years, said John Cook,
state claims administrator. Up to
$56 million of insurance could have
been purchased, he added, to cover

pay 25% of Wash. bridge loss

the full value of the Hooc Canal
bridge, the longest floating salt wa-
ter span.

New engineering techniques not
used in the 20-year-old structure,
however, will boost the replace-
ment cost of a stronger bridge to
the estimated $121 million.

Additional costs of $14.6 million
for alternate transportation service
to get people to and from popular
vacation spots on the Olympic
Peninsula also can’t be recovered
under insurance policies. Pedes-
trian ferries and connecting buses
operate south of the downed
bridge and a small motorized barge
for commercial traffic runs north
of the site.

Washington authorities are dick-
ering with Federal Emergency Re-
lief Fund officials for reimburse-

ment of about $12 million of these
expenses.

Insurers paid their full property
insurance obligation on the bridge
after receiving an engineer's report
concluding that the windstorm,
and not design defects, faulty
maintenance or operation, caused
the bridge to collapse. The report
also determined there was no sal-
vage value in the sunken span.

These findings generally confirm
those of the state’s own study, con-
ducted by Tokola Ofshore, a San
Francisco-based engineering firm,
that the bridge sank as a result of
hurricane-force winds.

“1 actually anticipazed an earlier
settlement with our insurers,” said
Mr. Cook, since proof of loss was
submitted to the claims adjuster,
Toplis & Harding, in early August
and the terms of the policy called

for settlement within 60 days. But
the insurers wanted the results of
their engineering study.

The settlement breaks down to
$30.5 million for property loss and
an additional $3.1 million for loss of
revenue, Mr. Cook said. A 20% de-
ductible was not applied because
the total loss exceeded the policy
limits.

The loss of revenue award is
sligh:ly less than one year’s tolls,
worth about $3.6 million. The state,
therefore, stands to lose toll money
until the bridge is rebuilt.

The 10 underwriters of the policy
reached an agreement in principle
Oct. 5 and have all paid up, Mr.
Cook confirms. The lead under-
writer was Insurance Co. of North
America with a 40% share of the
policy. Several Lloyd’s of London

- W
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When buying self insurance gets to be
like a side show, talk to the pros.

When planring your company's self insurance
program becomes a side show of exaggerated
promises aboJt cost and coverage, call the sef
insurance professionals.

Call Gallagher.

Gallagher has been designing and administering

self insurance programs for more than
20 years. In fact, we originated many
self insurance practices and innova-
tive procedures that are now standard
throughout the industry.

All the while we've been expanding

ARTHUR J. GALLAGHER & CO.

our capabilities to meet your needs—captives,
retros. single deductibles combining several perils,
custom computer claims reporting—and more.
Corsider that in 1978 Gallagher handled 66,000
losses and claims while administering $41,000,000

in clients’ funds.

Service? All Gal agher self insurance programs
are backed by our coast-to-coast network
of 55 wholly-owned service offices.

So enjoy the benefits of self

insurance, the Gallagher kind—and
" forget tre side show follies.

Gould Center, Golf Road, Rolling Meadows, lllinois 60008 « Phone 312/640-8500

e An International Organization Providing Excess Coverages and All Related Services for Self Insurers
® Brokers for Commercial, Industrial and Institutional Insurance Programs

syndicates together held 22% and
The Central National Insurance
Co. and Hartford Fire Insurance
Co. each underwrote 10%.

Others on the risk were Royal
Globe Insurance at 5%; Employers
Mutual Casualty Co., 4%; Trans-
America Insurance Co., 3%, and
Northwest National Insurance Co.,
1.5%.

Recommendations for design of
a new structure are due shortly,
says Martin Pietz of the transporta-
tion department, including thor-
ough analysis of the soundness of
the still-standing bridge span.

Considerable controversy sur-
rounds resurrection of the bridge,
however, since even optimistic
guesstimates put completion in
1984. In the meantime, local resi-
dents and business people who
used the bridge for commuting and
commercial purposes are cla-
moring for a temporary span that
could be in use by November 1980.

The price tag for the temporary
link would be $28.7 million, Mr.
Pietz reports, and the state is ask-
ing the federal government to pick
up $27 million of that. Insurance
claim money can only be used to
construct a new, permanent
bridge, Mr. Pietz said.

The temporary bridge project
has been stalled in state courts
which overturned the department
of transportation’s building con-
tract, saying the bidding had not
been conducted through proper
channels. State authorities plan to
reopen those negotiations soon.

The old bridge was financed with
a $30 million bond issue sold in
1957 and refinanced in 1963 with a
$37 million issue sold to meet
bridge costs and pay for ferry sys-
tem improvements.

There is $27 million in bonds out-
standing and state officials say it is
impossible to separate the share at-
tributable to the bridge rather than
to the ferry system. The bonds will
have to be paid off, despite the loss
of revenue from bridge tolls.

The Hood Canal Bridge catastro-
phe started at 1:30 a.m. on Feb. 13
when high winds closed the bridge
to traffic (BI, March 5). Nearly half
the structure broke up at dawn and
sank. It was the second bridge dis-
aster in the state. The Tacoma Nar-
rows Bridge blew away in severe
winds in 1940. n

GHI offers
prepaid plan

NEW YORK—Group Health Inc.
is offering a new comprehensive
prepaid dental insurance plan
known as Spectrum 2000, designed
for employer and union groups.

Under the plan, which is avail-
able mostly to New Jersey and
New York residents, a subscriber
will be referred to a participating
dentist in his or her area, who will
be reimbursed directly by GHIL

A group may select any combina-
tion of coverages, including:

¢ Preventive and diagnostic ser-
vices, for a monthly premium of
$1.45 for an individual and $6.44 for
a family.

e Limited basic services such as
extractions and fillings for $4.14 a
month for individuals and $18.48
for a family.

e Full basic services, including
root canal and oral surgery, for
$5.03 for an individual and $22.4§
for a family.

e Dentures and bridgework
Employes may choose the amoun’
of coverage. An individual pay:
$9.36 for 100% coverage and a fam
ily pays $32.49

e Orthodontics, available only ti
experience rated groups of 50 o
more people. The policy cover
children up to age 19 for a $36.7
premium.



You could win $15,000 by helping
us make America a safer place to work.

Announcing The Hartford
- Loss Prevention Awards Competition.

The Hartford believes the best protection is prevention.
To.demonstrate that commitment, we're awarding $75,000
in prizes for the best new and original ideas in the area of
loss prevention and safety for American business and
industry. There are 77 prizes in all, including a Grand Prize of
$15,000. The Competition will be administered by the
National Safety Council. lts Judging-Committee will be
_chaired by the Honorable
Abe Ribicoff, U.S. Senator (
from Connecticut. ‘
yeah You can help
The Hartford and
its independent agents help
working people everywhere.
‘Send in the coupon below.
The best protection is prevention.
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444 North Michigan Avenue
Chicago, IL 60611

Please send me full details and an official
entry blank for The Hartford Loss
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help make America a safer place to work.
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editorial opinions

Getting off easy

FEDERAL JUDGE recently imposed

on two corporate executives a measly
$100 fine for wviolating ERISA’s require-
ment that they give employes information
about their Benefit plans.

The maximum fine that could have been’
imposed is $5,000 or one year in prison or
both.

This case was the first of its kind under
the pension law. The penalty against these
two executives, administrators of Omaha:
Dressed Beef Co.’s profit sharing plan, was
so measly it makes a mockery of the pen-
sion law.

ERISA imposed administrative and cost
hardships on employers beyond what it
was originally intended to do, but the man-
datory reporting and benefit communica-
tions provisions of the law are, in our

mind, central to the concept that if an em-
ployer makes promises to emoloyes con-
cerning benefits, the employes are entitled
to know exactly what benefits they've
earned and what funds are available to pay
those benefits.

As believers in full disclosure, we'd like
to see the Labor Department put teeth into
the enforcement of ERISA’s provisions
that employes be given benefit statements
onrequest, and that a summary annual re-
port of the plan and its description be pro-
vided annually as a matter of course.

Most employers have come to realize
how good benefit communications can
parlay each dollar spent for benefits them-
selves into “bonus plans” perceived by
workers as having a value equal to salaries
and wages.

Resting on their laurels

00 MANY MEMBERS of the Society

of Chartered Property & Casualty Un-
derwriters appear willing to rest on past
laurels now that they’ve earned their des-
ignations. They don’t mind asking non-
members to work hard to earn the CPCU
key, but they don’t want to have to do any
more work themselves to stay on the cut-
ting edge of their business.

Officers of CPCU appointed a blue-
ribbon committee more than three years
ago to study whether there should be a
continuing education requirement for
members, in the interest of maintaining
and upgrading the professional image of
those holding the designation.

The recommendations of the committee
wouldn’t have placed any inordinate bur-
den on CPCU members, even with the
grandfather clause suggested. 5

The committee decided there should, in-
deed, be a continuing education require-
ment for recertification and that it should
be mandatory. Beyond that, the commit-
tee of nine insurance industry notables
came up with some extremely flexible
rules that would have required each CPCU
member every three years to fulfill one of
the three basic options:

e Participation, including 60 hours of at-
tendance in the many approved educa-
tional forums or seminars, or 30 hours as a
speaker or panelist in approved seminars
or forums, or 30 hours as an instructor in a
full-length course.

e Examination, including passing one
exam in the Insurance Institute of
America courses, or one exam in the series
of courses leading to other professional
designations, or retaking a CPCU exam af-
ter a lapse of five years, or passing an ac-
credited college course enhancing a
CPCU'’s professional competence.

e Publication, including authoring or
co-authoring a book or monograph, or
writing an article for a recognized profes-
sional publication, or writing two articles
for insurance publications, or preparation
of study materials used in IIA or CPCU
courses.

The requirement, as recommended,
would apply to persons receiving the
CPCU designation on or after Aug. 1, 1980,
but would also apply to all CPCUs as of
Aug. 1, 1990.

To make a long story short, the final rec-
ommendations were put to a vote at the
recent CPCU board meeting in Boston,
and were soundly defeated.

The issue is hardly closed for all time.
But in an industry where so much empha-
sis is placed upon “professionalism,” and
the desire is so strong to be viewed by the
non-insurance world as “professionals” at
underwriting, brokering or whatever part
ofthe business a particular CPCU is in, it’s
surprising and more than a little disturb-
ing that so many CPCUs would oppose up-
dating their educational achievements pe-
riodically.
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letters

Business Insurance welcomes letters from its readers. Please keep your
comments as brief as possible and we reserve the right to edit or shorten
letters for clarity or space. Please send your comments to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, Ill. 60611.

Customer first

To the editor: I hope in Speaking
Out, Peter Downes was putting us
on in the Oct. 1 issue.

An account executive’s first duty
is to his client, last to his employer.
When you think about it, that isjust
the way his employer wants it. Ina
service business, that attitude re-
tains clients, which in turn makes a
profit for his employer, It is just in-
conceivable that a professional in-
surance broker could consider his
client’s needs last.

I wouldn’t be surprised if Pete’s
broker does not send him a calen-
dar next year.

Brian J. Waters
Vp, Rollins Burdick Hunter of
New York Inc., New York.

Comic relief?

To the editor: Re: Business Insur-
ance 9/17 page 26: “Tiny staffs ham-
per state regulation.”

This article was quite comical.
The study proves two major points.
First, if a U.S. senator requests a
GAO study, that study will proba-
bly justify the senator’s opinions,
Second, federal agencies are al-
ready overstaffed and overpaid in
comparison to the more efficient
state regulators.

Why should we federalize insur-
ance regulation so we can get the
same adequate results for a higher
cost?

Clifford E. Salwen
Reidy & Casey Insurance, San °
Francisco.

Unneeded solution

To the editor: Re editorial opin-
ion, Sept. 17: “Give Buyers More
Facts.”

It is true that a few bad apples in
our business (excess and surplus)
have created some problems. How-
ever, your suggestion as to re-
quiring the state insurance depart-
ments additional data, I feel, is not
necessary.

First of all, there is case law that
has held the retail producer liable
for his client's loss if he places busi-
ness with a wholesaler without
checking the firm out thoroughly
(prudent expert rule).

Next, all the items you have sug-
gested would not stop the “oppor-
tunistic crooks,” as they easily
could and probably would just
submit false reports.

There are ways for the insurance
buyer and insurance broker to pro-
tect themselves against being is-
sued “phony paper,” which is the

Continued on page 104
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Up to now, setting up insurance foran energy company
wasted a lot of energy.

In the past, to get complete cov
age for your energy client meant ha

separate underwriters.

you can just come to one.
AIG Energy, Inc.

We can put together virtually all
the protection your client needs.

Our underwriters thrive on the
highly technical problems that exist in
the energy field.

And we're not afraid of risks that
others might find too risky. Like emerg-

ing technologies where the problems
haven't even emerged yet.

So if you don't want to waste any
more time filling out dozens of forms,
just fill out the one at the bottom of
the page.

You'll find it to be an incredible
new energy saving device.

AIGEnergy inc.

A Member Company of American International Group.

Please send me more information.
Write AIG Energy, Inc., Dept. A, 70
Pine Street, New York, N.Y. 10

Name/Title

Company____

Address_

City ____State

Zip__ Telephone.
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Firms contribute more to profit sharing

LINCOLNSHIRE, Ill.—The av-
erage employer contribution to
profit sharing plans in 1978 was
9.89% of pay, a slight increase from
the 9.69% reported in 1977, accord-
ing to a survey of 576 members of
the Profit Sharing Council of
America.

Small companies generally con-
tribute a greater percentage of pay
than larger companies, said the
22nd annual study of profit sharing
plans conducted by consultants
Hewitt Associates of Lincolnshire,
Ill. The average contribution by
companies with fewer than 5,000
employes was 10.15%in 1978, while
the average contribution by firms
with more than 5,000 employes was
6.95%, the study said.

Contributions made by the 576
surveyed companies totaled more
than $970 million and benefited
54.7% of the 1.13 million workers at
the companies who participated in
the plan. The market value. of plan
assets was more than $8.2 billion
and more than $197 million was
distributed to employes.

Seventy-one percent of the sur-
veyed companies have fewer than
500 employes.

Deferred plans—shared - profits

deposited in trust with no optional
cash payout—account for 80% of all
survey plans. Most of these are of-
fered as stand-alone plans without
a pension. Only 30% of survey com-
panies offer a pension-plan to em-
ployes participating in any type of
profit sharing plan.

In 104 deferred plans offered
with a pension plan, the average
employer contribution ‘was 9.09%
of pay. In the 315 deferred plans
standing alone,” the average em-
ployer contribution was 9.21% of
pay.

In the other three types of sur-
veyed plans, 20 were cash plans, in
which shared profits are paid di-
rectly to participants instead of be-
ing deposited in-trust. Of the 10
cash plans-offered in conjunction
with a pension plan, the average
employer contribution was 10.93%
of pay. In the 10 cash plans stand-
ing alone, the average employer
contribution was 12.25% of pay.

Thirty-eight combination plans
were reported, in which a predeter-
mined portion of shared profits is
paid in cash in combination with a
deferred plan. In the 14 combina-
tion plans offered with a pension
plan, the average employer contri:
bution was 14.01% of pay. In the 24
combination plans standing alone,
the average employer contribution
was 15.2% of pay.

Forty-five combination option
plans were reported, in which par-
ticipants have the option of taking
part of their allocation in cash in
combination with a deferred plan.
In the 28 combination option plans
offered along with a pension plan,
the average employer contribution
was 12.37% of pay. In the 17 combi-
nation option plans standing alone,
the average employer contribution
was 10.35% of pay.

Pension plans are most prevalent
in companies offering either cash
or combination option profit
sharing plans. About 50% of cash
plans and 62% of combination op-
tion plans are offered in conjunc-
tion with pensions. Cash plans es-
pecially do not function as primary
retirement vehicles "because the
profit sharing benefit is not de-
ferred until retirement, the study
says.

In companies with both pensions
and profit sharing, employer con-
tributions average 10.24%; in com-
panies with profit sharing only,

employers contribute an average of,

9.74%. Twenty-five survey compa-
nies made no contributions in 1974.

Employer contributions to cash,
combination and combination op-
tion plans tend to be greater than
contributions to deferred plans.

This is at least partially attribut-
able to the tax treatment for plans
with cash ‘payouts; employer con-
tributions distributed directly in
cash to employes are taxed as em-
ploye pay in the year received, the
report said.

The average profit sharing em-
ployer confribution has fluctuated
only slightly over the last five
years, from 9.61% in 1977 to 10.11%
in 1974. The difference between
employer contributions to profit
sharing plans which are offered
along with pension plans and to
profit sharing plans only has been
minimal for deferred plans over
the past five years.

Contributions to cash plans have
varied most over the past five
years, from a high of 13.5% in 1974

to alow of7.46% in 1977. The differ-

ences are particularly notable for
plans not offered in conjunction

with a pension p.an, with a hizh of
28.9% in 1974 to a low of 5.57% in
1977. Only a few casna plans have
been representec in the survey, ac-
counting for the fluctuation in eon-
tributions.

Average employer contribut:cns
to combination-type plans nave
generally been h:gher than contri-
butions made to eithar cash o- de-
ferred plans, with alow 0f 10.74%in
1977 to a high of 14.76% in 1978.

The number of em-ployes kas a
considerable impact on the type of
formula used by profit sharing
plans to determine emnployer con-
tributions. Companies with Iess
than 1,000 employes tend to dase
their contribution wholly on tae
employer’s discretionary decision.
Larger companies, however, are
more likely to Base their contribu-
tion on a specific percentage of

profits or a variation of that for-
mula.

Employes contribute to 46% of
the survey plans. Of those plans,
8% require employe con:ributions,
81% permit voluntary employe
contributions and 11% require em-
ploye contributions of a certain
percentage of pay and permit addi-
tional voluntary contributions as
well.

In terms of rates of retzurn, 1978
was a good year for profit sharing
plans. Profit sharing funds per-
formed as well or better than stan-
dard market indexes.

Assets allocated to “balanced
funds”—a mix of equity and fixed
income securities—posted a me-

dian return of 6% in 1978. Profit -

sharing money in diversified eq-
uity funds;.mainly common stock
holdings; showed a mediar. refurn

-2£10.5%. The Dow Jones Industrial

Average advanced only 2.8% in
1978, while the Standard and Poors
500 Index increased 6.5%.

Profit sharing funds invested in
other ways also .performed well,
Funds invested primarily in bonds
showed a median return of 4.3%.
while plan assets in guaranteed in-
terest contracts returned 8.5%. A
number of plans were invested in
stock of the employer company
and showed a wide range of re-
turns; with a median of 19%.

As in past years, the percentage
of plan assets under insurance
company management continued
to increase. Although banks still
manage the largest percentage of
assets, 38%, followed by internal
management of 24% and exterr.al
investment advisers for 20%, insur-
ance companies now manage 13%
of profit sharing assets, compared
with only 5% in 1975.

Although most plans leave in-
* astment decisions to the plan
tiustee, an increasing minority
give employes a choice. [ ]
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Consumers lack voice in regulation: GAO

By JERRY GEISEL

WASHINGTON-—In its final re-
port on state insurance regulation,
the General Accounting Office is
asking new questions about the ef-
fectiveness of the National Assn. of
Insurance Commissioners in rep-
resenting consumer interests.

A draft copy of the GAO report,

reported exclusively by Business,

Insurance (Sept. 17), cited sharp
shortcomings in state regulation.
Insurance commissioners in more
than 20 states told the GAO their
departments lack sufficient staff
for consumer protection and trade
practice regulation.

Going beyond these shortcom-
ings, the GAO probed extensively
into whether the corporate and in-
dividual consumer has a voice at
- the NAIC. Although the consumer

may be beginning to be heard, his
voice usually is drowned out by the

‘blast of industry power, the report

found.

For example, even though the
NAIC constitution was amended
two years ago to encourage con-
sumer participation in its advisory

committees, these committees re-

main dominated by insurers.

Of the 11 advisory committees
that have been convened -since
1977, seven committees’ members

-were drawn entirely. from the ranks

of insurers. The total membership
of these:'committees, which study
insurance issues and-help formu-
late NAIC model laws and regula-
tions, was 114 from industry, four
consumer® representatives, -two
government agency employes and
two academics, the report said.

This lack of consumer participa-

tion was most evident recently
when the NAIC failed to actively
poll business and consumer
groups before deciding to reject
the Commerce Department’s Risk
Retention Act at its June meeting,
a government source said. The pro-
posal, which would allow:firms to
pool their product liability risks
under a federal charter, was later
endorsed by a'broad array of busi-
ness groups, including the Risk &
Insurance Management Society.

NAIC meetings are generally
dominated numerically by insur-
ance companies, according to the
GAOQ. “The semi-annual meetings
and most zone meetings find the
regulators heavily outnumbered
by .insurance industry members,”
the report said."

The official meetings of the

NAIC are not characterized by the
customary arms-length relation-
ship between regulator and a regu-
lated industry, the GAO said.

For example, the regulation fees
at NAIC meetings paid by insurers
pay the administrative expenses.
In addition, insurance companies
and trade associations are allowed
to maintain “hospitality suites” to
entertain commissioners and other
meeting’ participants, the report
said.

“There is almost no consumer
participation, but almost: no limit
to the extent of industry participa-
tion,” the report contends, citing
New Jersey insurance commis-
sioner James J. Sheeran’s remark
that the NAIC is merely an “indus-
try association.”

In a letter to the GAO, NAIC
president H.P. Hudson, who also is

What is Armco Insurance Management, Ltd.?

The Bellefonte Companies

Administrative Offices, 703 Curlis Street, Middletown, Ohio

Subsidiary of Armco.

Clive Himsworth,
General Manager,
answers:
‘Armco Insurance
‘Management,. |td.
(AIM) is one of the
Bellefonte Companies
with a specific goal of
providing professional
management services
for offshore captives.
We can help form a
“captive; manage and
underwrite on a day-
to-day basis; perform
-all necessary account-
ing, claims, barking
and investment func-
tions; arrange for )
reinsurance; and even
provide engineering
studies, risk analysis
and on-site inspections
anywhere
We'd like to tell you
more about us; and
we'd like to know more
‘about you. Write to
-me for more informa-
tion. Armco Insurance
Management, Ltd.,
Gibbons Building.
PO. Box 2004, Hamil-
ton 5, Bermuda.
809/295-5207

\ T——
ARMCO
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the Indiana state insurance com-
missioner, said advisory commit-
tees have “industry people as well
as consumer interests within their
structure.”

Mr. Hudson said the GAQ’s con-
tentions that an adequate arm’s
length relationship does not exist
between the NAIC and the indus-
try “impugn the integrity of every

. state regulator, which I think is
_grossly unfair. There appears to be

no factual evidence contained in
your' report to substantiate this
questionable integrity.”

Mr. Hudson has submitted his
resignation, citing his plans to'run
for the U.S. Senate.

California insurance commis-
sioner Wesley Kinder questioned
why the GAO seems to regard “‘as
an evil” industry representatives
outnumbering commissioners and
staff at the semi-annual meetings.

“How could ‘the numbers be
otherwise, considering the number
of insurers?” Mr. Kinder asked.
“Since NAIC activity is directed, in
part, to proposed model legisla-
tion, thevindustry affected cannot
be denied input nor knowledge of

- proposed legislation.”

The GAO report was requested
by long-time insurance industry
critic Howard Metzenbaum (D-
Ohio), who has been contemplat-
ing for some: time introducing leg-
islation to repeal the MecCarran-
Ferguson Act, the 1945 law that
gives insurers-immunity from fed-
eral antitrust law .in favor of state
regulation.

The GAO surveyed insurance de-
partments in 44 states to sample
the éffectiveness of state regula-
tion.- Although the GAO did not
take a definite position on whether
the  McCarran-Ferguson  Act

should be repealed, a recent Marsh

& McLennan survey found that a
majority of the 300 risk managers it
polled preferred the'current sys-
tem of state regulation to federal
intervention (BI, June 25). =

‘New managing firm

A new Colorado captive insurer
managerment firm, Risk Treatment

.Services Co. Inc., has been formed

to take over the captive manage-
ment activities of the Glendale
Agency. and Glendale Risk Man-
agement Co. Inc. The new firm is

| an affiliate of National Business
‘Services. William R. Kersten,
-CPCU, will. oversee all the captive

insurance operations of National
Business Services, including Risk
Treatment Services Co.

‘| Separate

coverage may
lower Texas
workers’
comp costs.

InTexas, your national carrier's

- workers' compensation

insurance rates are the same as
ours. The difference is that,
through the efficiencies of
‘prompt local service, we were
able to return to our
policyholders over $55.8 million
in 1978 alone through dividends,
premium discounts, and
retrospective savings.

That's why many national

. companies place the Texas
portion of their workers'
compensation coverage with
Texas Employers’. Get all the
facts by calling our National
Accounts Division at
214/653-8100.

e TEXAE EMPLOYERS'
NnsuRance
AssOcCiaTion
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.




The Independent Agent’s Big “I” Insurance Youth Classic
was more exciting this year than ever before...and we
want to thank these leading Property and Casualty Companies

for making it possible:

Aetna Life & Casualty Company
Chubb & Son, Inc.

Commercial Union Assurance
Companies

The Continental Insurance Company

CNA Insurance Company -

Fireman’s Fund Insurance
Companies

The Hartford Insurance Group

The Home Insurance Company
Reliance Insurance Companies
Royal-Globe Insurance Companies
The St. Paul Companies
Transamerica Insurance Group
The Travelers Insurance Companies

United States Fidelity and Guaranty
Company

The Western Insurance Compames
"Westfield Companies

SERVES YOU FIRST

- It is my good fortune to be the

National Chairman of the Inde-

- pendent Agent's Insurance Youth

- Classic and I feel that it is one of the

| greatestyouth programsin America.

The members of the Independent

Insurance Agents of America, Inc.,
| under whose auspices the Big “1”

& WY Youth Classic is played, feel that as

Dale E. Miller insurance agents and independent

businessmen, 126,000 strong across the nation, we

want to put something back into America. We know no

better way to serve the nation’s youth than through

a national sports program.

In 1980 the Independent Agent s Insurance Youth
Classic will continue to grow, in numbers of entrants and
in prestige. It will be our twelfth annual tournament and
weTe already working on it to make it better than ever.

My sincerest thanks to all the fine boys and girls who
entered the [YC, the pros who give us the uniqueness
of this tournament, the Independent Insurance Agents
of Michigan and all of the other participating states
...and above all, the fine companies who make it
all possible.

P.S. If your company is interested in participating in
the sponsorship of the Independent Agent’s Insurance
Youth Classic, please contact me and I'll give you all the
particulars.

v il

Dale E. Miller, Chairman

} DENT ,
. \“ge?ﬂ_‘ “G‘Eyr& Independent Agent's
' 4 v Insurance Youth Classic.
YOUR/ @ndependent )-
Insurance i INGENT

Independent Insurance Agents of America, Inc.
85 John Street, New York, N.Y. 10038




Sixteen Phillips of Tulsa, Oklahoma, winner of the
1979 Big “I" Insurance Youth Classic played at Radrick Farms Golf
Club in Ann Arbor, Michigan. Tracy shown here accepting the
Robert Trent Jones Trophy from Robert Trent Jones.

Forrest Fezler, the pro from Hollister, California captured the win on
the pro side with a one-under par 143. From left to right [IAA
President Donald C. Brain, CPCU, Forrest Fezler and IAA
[mmediate Past President Lee R. Meyer, CPCU.
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Guard firm finds security in risk plan

By JOHN MAES

MEMPHIS—Hubert McCom-
mon became a sort of pioneer early
last year.

His pioneering venture was to as-
sume the post of first full-time risk
manager for Guardsmark Inc., a
private security firm working to
stay ahead in a highly competitive
industry with some giant sized in-
surance problems.

With the soft-spoken Mr. Mec-
Common as the firm’s vp for risk
management, Guardsmark boasts
it is not only one of the best-
trained, high-quality guard forces
in the business, but also has one of
the most insurance-efficient opera-
tions in the field.

. In his second year as the firm’'s

charter risk manager, Mr. McCom-
mon believes he has put into prac-
tice a program that has the firm
well down the road to reducing its
insurance costs which now total
about $1.4 million yearly. That’s
3.5% of annual revenues of $40 mil-
lion and half of the insurance cost
before Mr. McCommon arrived.
The program includes self-in-
surance, selectivity in the types
of business Guardsmark will take
and promotion of safety among
employes, a cost-control factor in
workers compensation.

Guardsmark’s insurance and
loss prevention moves over the last
year represent a combination of
Mr. McCommon's techniques plus
the ideas of Ira A. Lipman, the
company’s insurance-minded foun-
der-president who believes a risk
manager is well worth the ex-
pense,

Before the company had a risk
manager, Mr. Lipman and the
firm's legal department used to do
the corporate insurance buying.
“With insurance being our third
largest expense behind payroll and
taxes, I felt we needed someone to
handle our insurance matters,” Mr.
Lipman said.

“I don’t think the position ofrisk
management in business is fully
appreciated, but our department
will grow and become more so-
phisticated because I consider it as
key a position as the treasurer and
attorney—it’'s an absolute key
Spot.”

Self-insuring the first $50,000 of
general liability has turned out to
be a big money saver, Mr. MeCom-

(" Unguarded B
success

Guardsmark Inc., the
sixth largest security guard
firm in the U.S. with a force
of 4,000 guards, expects to
reach the $40 million mark
in revenues this year. It was
founded in 1963 by Ira A.
Lipman, expanding the firm
from an investigative ser-
vice run by his father Mark.

With branch offices in 33
U.S. cities, Guardsmark de-
rives a substantial portion of
its income from plant and
industrial security, retail in-
stitutions, banks, airport se-
curity, hospitals and inter-
nal investigations. The com-
pany has also handled strike
security and provides poly-
graph and technical services
to help clients prevent
crime.

The company bills itselfas
having the highest-caliber
guards in the field because
of its extensive applicant
screening and training re-

t quirements.

mon said. “We would be paying
$500,000 to $800,000 more for first
dollar coverage over what we pay
now with self-insurance.”

And there’s talk ofincreasing the
self-insured retention on general li-
ability and workers compensation.
“We're considering going to a
higher deductible of $100,000 on li-
ability and doing away with spe-
cific stop-loss insurance on
workers compensation,” he said.
Not only that, the company has
considered forming its own captive
insurer, “but you've got to take
these things one step at a time.”

Guardsmark insures its general
liability with a $1 million primary
policy with National Union Fire In-
surance Co., a unit of American In-
ternational Group, for such per-
sonal injury risks as false arrest,
defamation of character, assault

and battery anc wrongful entry.
Errors and omissions, third-party
thefts and losses to property in
Guardsmark’s care, custody and
control are also covered under the
general liability policy.

A $4 million umbrella policy
with Puritan Insurance Co. pro-
vides another layer of coverage for
those risks and picks up auto and
employers liability. Primary auto
liability is covered by a $1 million
policy with Maryiand Casualty Co.
while fidelity bonding is handled
through Federal Insurance Co. to a
$1 million limit.

Guardsmark buys additional ex-
cess liability insurance ofless than
$30 million, but Mr. McCommon
declines to detail the arrangement,
saying it could harm the
company’s “competitive edge” in

the security field.

The company insures $2 million
worth of property: its Memphis
headquarters and a building in Au-
gusta, Ga. Federal Insurance Co. is
the underwriter for the coverage
brokered by Alexander & Alexan-
der. A floater for an art collection in
the Memphis building is included.

Workers compensation is also in-
sured by National Union with spe-
cific stop-loss of $100,000 and ag-
gregate annual stop-loss of
$765,000, with an attachment point
of 130% Mr. McCommon said.

The firm's workers compensa-
tion situation has “improved signi-
ficantly” over the last year, Mr. Mc-
Common said. Even though claims
have risen 25% to 59 through six
months in 1979 from 41 after six
months last year, the company has
paid less in benefits.

So far this year, $84,000 in bene-
fits has been paid, as opposed to
$200,000 in the first half of last year.
A contributing factor to the higher
six-month total for 1978 was a fatal
accident involving a guard at a re-
finery at Texas City, Texas.

The improving workers compen-
sation experience is partly a prod-
uct of Guardsmark’s attention to
safety promotion, which includes
periodic distribution of safety bul-
letins to employes and stuffing of
pay envelopes with circulars con-
taining loss prevention messages.

But, the improving track record
also reflects the type of guards
hired by Guardsmark, Mr. McCom-
mon said. The company is known
for its stringent, meticulous
screening process which all appli-
cants for guard jobs must undergo.
The process includes extensive
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Hubert McCommon’s (right) risk management techniques and lra
Lipman’s ideas have produced Guardsmark’s efficient insurance

program.

psychological

ground checks for all guard job

testing and back-
Jected.

hopefuls. Many applicants are re-

Asaresult, Mr, McCommon says,
the company gets a more conscien-
tious, reliable and less accident-
prone employe. “We think a guy
who is a bad performer on the job is
also likely to get injured,” he said.

Safety ideas are brainstormed by
the company’s loss prevention
committee, Mr. Lipman’s creation,
but whose members include Mr.
McCommon, head of Guards-
mark’s guard division, and person-
nel administrators. The committee
meets monthly and discusses
safety problems and possible solu-
tions.

The corporate philosophy of pro-
moting safety and minimizing lia-
bility exposures is translated into
corporate policy in Guardsmark’s
dealings with clients. Guardsmark
is selective in accepting accounts
and shies away from those in
which the liability potential is
greatest.

For instance, the company is big
in industrial security, airport pre-

flight screening, investigations,
personal protection and strike se-
curity. But Guardsmark shuns
such business as construction sites
and armed accounts, Mr. McCom-
mon said.

“Construction sites are one ofthe
worst types of risks,” he said, ex-
plaining it's virtually impossible
for a single guard to deter all thefts
on a large construction site. Still,
it’s likely the victimized contractor
will seek recovery from the guard
firm even if the guard “is perform-
ing his job properly,” he said.

As for armed business, Guards-
mark, at Mr. Lipman’s direction,
deemphasizes sales of armed ser-
vices, and the reduction of liability
exposures speaks for itself, Mr.
McCommon says. Currently, less
than 2% of Guardsmark’s business
is armed and the company discour-
ages clients from buying it by
charging higher rates and provid-
ing salesmen with bonuses for pre-
curing unarmed business.

To Mr. McCommon, it’s like a

—

DO ONE THING

BEFORE YOU RECOMMEND

SELF-INSURANCE

TO YOUR MANAGEMENT.

ASK THE HOME GROUP
IFITALL ADDS UP.

You've done your homework. You

“know your company’s history of losses.

Where safety programs are working and
where they're not. The current costs for
Workers' Comp and other coverages. And
you've computed how your company’s
cash flow position might be improved
with judicious risk retention.

The risk management professionals
of The Home can tell you if it all adds
up. We provide a full scope of risk man-
agement services. This
ranges from providing
computer capabilities for
a quick and accurate

breath of fresh air from a risk man-
agement standpoint io eliminate
that risk. “We're considering drop-
ping an armed account right now,”
he said.

. A 1975 accidental shooting death
involving a Guardsmark employe,
in which Guardsmark shared in
payment of a $250,000 settlement,
was a driving force behind the de-
emphasis on arming guards.

While turning away from armed
guards, Guardsmark is now turn-
ing toward attracting career-
minded employes and is designing
a benefits program for its guard
force including hospitalization and
major medical plans. But the com-
pany is withholding details until
the plan is enacted.

Mr. McCommon is still some-
what new to the security field and
Guardsmark, but he’s no stranger
to risk management. In 1949, he
Joined the Memphis Gas, Light and
Electric Co., a division of the city of
Memphis, as a storekeeper and
stock clerk but worked his way
through the ranks into the insur-
ance department.

Mr. McCommon became man-
ager of funds and insurance in
1961, the year he also earned a
bachelor of business administra-
tion degree from Memphis State
University.

In 1974, the company separated
its insurance operations into a sin-
gle division, to which Mr. McCom-

. mon was appointed director. Mr.

McCommon has also found time to
take part in RIMS affairs, serving
as vp of legislation on the national
executive committee from 1969 to
1971. =

Frederic sets

record losses

‘' NEW YORK—Hurricane Fred-
eric, which produced insured
losses of $752.5 million last month,
resuited in a record insurance loss
from one disaster, the American
Insurance Assn. says.

The most extensive damage, an
estimated $483.3 million, took
place in Alabama. Mississippi saw
$175.5 million in damages; $80 mil-
lion in Florida; more than $5.1 mil-
lion in Ohio; about $2.75 million in

{ Tennessee, and more than $2.5 mil-

lion in New York. Damage in Loui-
siana, Kentucky, West Virginia and
Pennsylvania totaled about $3.3
million.

Damage estimates do not include
flood losses covered under the Na-
tional Flood Insurance program or
losses involving ocean marine, air-
craft, crops or federal installations.

The previous high had been Hur-
ricane Betsy, causing insured dam-
age of $715 million. (The 1965 dollar
is now worth less than 43 cents.) =

analysis of your computations, to im-
plementing and servicing your program.
And in this era of shrinking capacity, we
can arrange for the layered insurance
required to make the whole proposition
work.

Make the last step in your self-
insurance evaluation your best step.
Consultwith therisk management special-
ists at The Home Group. Let them serve
as your risk management team.

The Home

Insurance Gompany

A City'investing Company

“Hey, doc? Need primary or excess
iospital malpractice msurance? I'm
in the business?™

Bpecializing 4m
Bicipal Prbdlic Liabili
B inlfvaangs- P amresmee
Captive Inmursnce Prograses

1070 Thomas Jeflerson SL. NW.
Sacond Rinor

Washingion, D.C. 20007
Teteuhune 202-342-0600
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We'll let your
insurance agent or broker tell you,
in his own words,
why we’re different.

@

cHUBEB

Group of Insurance Companies
100 William Street, New York, N.Y. 10038

Chubb is proud to play a part in bringing you the Dick Cavett Show. Watch for it on your local TBS Station.
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SPECIAL RISKS REPORT

Profits go on when the show doesn’r

By STUART EMMRICH

NEW YORK—When Liza Min-
nelli came to Broadway in 1977 to
star in the musical “The Act,” the
show’s producers thought they had
a hit on their hands. Even if mixed
reviews came in, there would still
be plenty of people willing to pay
$25 a ticket to see Liza Minnelli
perform, they reasoned.

But in building a show around
Ms. Minnelli, the producers also
knew they were taking a large risk.
If the star wasn'’t able to show up
for a performance one night, it was
a-safe bet neither would the audi-
ence. No understudy was going to
be able to attract ticket-buying cus-
tomers to this show.

So before “The Act” opened, the
producing Shubert Organization
wentlooking for a little protection:
non-appearance insurance. And
they found an insurer willing to
write the policy guaranteeing
against lost revenues in case Ms.
Minnelli had to cancel a show and
refunds were issued.

Shubert had to pay quite a bit for
the unigue policy—5% of the limits
is often a standard premium rate—
but ‘it turned out to be worth it
When a bad cold flattened Ms. Min-
nelli and darkened the theater, the
producers collected much of the
more than $200,000 it estimated
was lost during the week of can-
celed performances.

Non-appearance insurance is
just one factor that adds te the
complexity of protecting a
theater’s risk. It is one more varia-
ble in a field where insurance
needs must be based on such per-
plexing problems as how to insure
irreplaceable costumes or scenery
or how to estimate a theater’s reve-
nues from its latest show months
before the first reviews come out

that label it a flop or a hit.

Like any business, there are cer-
tain standard insurance needs that
a theater has: property coverage,
workers compensation and general
liability, for instance. But in plac-
ing even the simplest policies,
problems can be encountered frem
underwriters who may not know a
proscenium from a box office and
see the theater as unchartered wa-
ters.

“If I had a business office, every
company on the block would be
willing to write it. Things aren’t
that easy when it comes to insur-
ing theaters, though,” explained
Milton Trager, a commercial un-
derwriting manager for Polar In-
ternational, a New York brokerage
firm that has a reputation for spe-
cializing in handling insurance
needs for various theater organiza-
tions,

Although placing standard poli-
cies in the insurance market takes
a little footwork and cajoling of
companies, finding coverage for
the special risks of the theatér—a
star not showing up, for example—
can be an absolute headache.

“It is getting harder and harder
to find non-appearance insur-
ance,” said Peter Goldberg, a
spokesman for the Shubert the-

-aters. “There have been some bad

experiences lately from the insur-
ance company’'s point of view:
Henry Fonda getting sick and
causing the national tour of ‘First
Monday in October’ to be can-
celed. The same thing happened to

‘Sly Fox' with Jackie Gleason.”
Premiums are sometimes pro-
hibitive and deductibles usually
are set at one day’s revenues for the
policies, which either just cover
out-of-pocket expenses or both ex-
penses and anticipated revenues,
Continued on page 18
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The New York Shakespeare Festival, a year-round expense insurance and sometimes non-

theater organization, buys rain insurance, exira

Photo: N.Y. Shakespeare Festival

. appearance insurance for big-name stars.

Liability premiums driving
shops out of moped

By MARY ELLEN McKEE

CHICAGO—A bicycle shop here
is getting out of the potentially Iu-
crative moped rental business be-

cause the liability insurance pre-
miums are driving the profit out o7

leasing the nrity motorized bicy-
cles.

Byron Ccon, manager of Moped
of Ameriea of Chicago, has sold all
but one ofhis 50-moped rental flee:
because he was paying $12C evary
six months o insure each moped

frightened not by spooks but by the liability exposure are
seeking protection under special liability policies for
haunted houses that cover the people visiting them. “We've
never had aresponse like this year,” says Brigitte Williams,
underwriter with Amusement Business Underwriters here,
which writes such a policy. “It’s unreal.”

Most of the buyers are Jaycees organizations throughout
the country, although various clubs and church groups also
are buying. Claims experience has been very good, Ms. Wil-
liams said, because the tours through the haunted houses
are usually well organized and conducted by guides. Only
one claim was filed last year by a person who tripped and
fell.

“But they're becoming more conscious that they need
coverage just in case,” she said.

The policy is a type of owners, landlords and tenants
liability coverage which covers people going through the
house; property damage is not included, but property insur-
ance can be obtained from other markets, Ms. Williams said.

Premiums are “very reasonable” and are based on the
limits of liability and the number of days the haunted house
is in operation, but she would not be specific. A primary
policy can be written up to alimit of $1 million, with excess
insurance available if needed. Usually, the $1 million limit
is sufficient, Ms. Williams said, but if an organization rentsa
building or house owned by a government entity, more
coverage may be needed.

The policies do not, however, include as named perils
such ghoulish tricks of the evil spirits as bumps from a
ghost in the night or bites from a vampire. But no one has

K filed such a claim yet either, Ms. Williams reports.

" Halloween policy halts I|ab|I|ty ghoul

By VALERIE BERG

BIRMINGHAM, Mich—It's the time of year when
spooky houses are haunted with all sorts of fearful crea-
tures: ghosts, witches, black cats, skeletons—and the spec-
tor of possible injuries to persons who dare to enter.

But a growing number of haunted house operators

Phote: Variety Club of Il

rentals

that rented for $26 an hour. And his
coverage was only for service lia-
bility, covering damage to people
and the mopeds if the accident
were caused by poor maintenance.

“I wouldn't mind if my loss ex-
perience justified that outrageousa

‘premium. But there were no claims

filed by my shop in two years,” he
moaned.

New York cycle shops renting
mopeds have decided to go with-
out insurance in the face of insurer
reluctance to take moped rental
business. Ten New York cycle
shops contacted by Business Insur-
ance admitted they had no liability
insurance for the mopeds they
rent.

Another Chicago cycle shop had
considered pedaling into moped
rental at the beginning of the year.
But when the lowest insurance es-
timate came from the now defunct
American Reserve Insurance Co. at
$90 every six months for each
moped, Sandy Rubenstein, man-
ager of The Cycle Scene, reluc-
tantly parked the idea.

“My customers are very ticked
off because we don'’t offer this ser-
vice,” he said. His shop gets at least
35 inquiries each week on moped
rentals and the number keeps ris-
ing, he added.

“The insurance companies and
brokers don’t know anything
about the business..As a result,
they're so inconsistent, it makes
my head ache,” said Mr. Coon of
Moped America. )

Mr. Coon cited the disparity of
the coverage and the premiums
charged by his insurer and Mr.
Rubenstein’s estimate to support
his charges. Unlike Mr. Coon’s pol-
icy, the American Reserve policy
would have covered damages
made to the moped by the cus-
tomers and accidents to customers
caused by poor maintenance.

“The premiums seemed to climb
as the number of claims each year
dipped,” said the owner of Gene’s
Bicycles & Mopeds in New York,

Continued on page 20
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Because shows open
and close frequently, no
policy can be cut and
dried. The Shakespeare
~ Festival often changes
its schedule from month
to month and the cover-
s ages are often reeval-
uated and changed to
| reflect the new risks.

Photn_: N.Y. Shakespeare Festival

Insurers understudy the stars

Continued from pcge '7
Mr. Goldberg said.

Perceiving tighter markets, the-
ater managers are reluctant to di-
vulge their marzets. But cthe
known specialists :n the field of
theater risks are Chubb & Sons
and Lloyd's of Loadon for non-
appearance insurance and INA zad
Fireman’s Fund for performers’ _n-
surance.

One of the more famous clains
involving a performer was tae

$320,000 Fireman's Fuad paid cut -

to cover the procuction losses
caused by Montgomery Clift’s
near-fatal car accident that disfig-
ured his face ard stalied for
months the filming o7 “Raintree
County.”

Along with insurers that have
specialized in the performing a-ts
are brokerage firms that have aiso
carved out a niche in the area.

(SPECIAL RISKS

Among the most successful is Po-
lar International, under president
Stanley Kleckner.

Besides placing insurance for
various theatrical events, Polar

also has as one of its major full-time

clients the New York Shakespeare
Festival. It is one of the country’s
largest theater organizations and
one of the few that have year-
round, continuous performances.

Special considerations

Part of placing insurance for the
festival is the mundane, almost
rote work of buying standard lia-
kility policies ($1 million per occur-
rence in the primary layer, with an
additional $10 million in umbrella

SCOR RE APPROACHES THE
SPEED OF LIGHT

The spirit of innovation word-
that built Scor Re's tems.
dramatic success is
working for you today.
To revolutionize the .
marketplace through
the use of advanced,
computerized tele-
communications and

rocessin
ystems that save
time and produce re-
sults. Systems that
move information at the
speed of light. Wielding
this new technology is
the dynamic Scor?e
administrative team.
Talented and aggressive

sys-

to minutes.

(214) 748-1100

professionals who

move rapidly to solve
our reinsurance needs.
educing man-hours

Scor Reinsurance Company

52ra Floor First International Building
1201 clm Street Callas, Texas 75270
Telex 73-0046 “SCOREAS-DAL”"

Treaty and Facultative for Casualty, Property, Marine and Aviation Lines

THE RENAISSANCE OF
REINSURANCE.

coverage), property insurance
($500,000 for the festival’s two
buildings, plus $40,000 for an out-
door performing area) and the typi-
cal workers compensation, disabil-
ity, auto liability, directors and offi-
cers liability and blanket bond cov-
erages.

But the spec:al considerations
unique to theaters make their in-
surance needs unusual.

In property insurance, for in-
stance, because the theater can
change productions each month,
the wvalue of the property
involved—costumes and scenery—
can widely fluctuate. Plus there is
an unknown factor involved in de-
termining the values ofthe sets and
costumes.

A dress for the leading actress
may have only taken $25 to make,
but if it disappears the night before
opening, its value dramatically in-
creases. And that dress might be-
looked on as a work of art by the
designer, who expected to have
control over it once the show
closed.

When writing the policies, the
broker usually stipulates that the
value of anything to be insured is
both based on the various factors
that went into it—the reputation of
the designer, for instance—and
how much it will take to replace it,
a variable that can depend on
where and when the original item
was destroyed.

Extra expenses

The same considerations go into
insuring the theater against busi-
ness interruption for extra ex-
penses. The policy covers the dif-
ference between what it would
have cost to put on the original pro-
duction and the added cost of per-
forming the play either at a new
theater or with new sets and cos-
tumes replacing those destroyed
by some disaster.

The New York Shakespeare Fes-
tival carries about $100,000 of extra
expense insurance.

The theater also purchases rain
insurance to protect against its out-
door summer productions being
canceled by the weather. Pre-
miums can vary widely and claims
are paid based on precise measure-
ments, such as so many tenths of
an inch falling in so many minutes.

Although the festival seldom

uses so-called “big name” stars,
when it does it considers buying
the non-appearance insurance.
One recent policy covering a
woman film star who appeared in a
festival production estimated that
$10,000 a day could be lost if the
actress did not go on. The limit of
the policy was $400,000 for a 3%
rate,
" Because shows are opening and
closing with sometimes alarming
frequency, no policy can be cutand
dried. The festival often changes
its schedule from month to month
and the coverages are regularly
reevaluated during the year and of-
ten changed to reflect new risks.

The festival also often purchases
tailored one-day policies, say for
$100,000, to cover special events at
its theater.

Polar spokesmen say thatalmost
all the coverages are placed
through admitted domestic under-
writers. They rarely have to go to
the surplus markets and even more
rarely to Lloyd’s of London. m

Firms honored
for fleet safety

LOS ANGELES—Knudsen
Corp., Hughes Aircraft Co., Shasta
Beverages and Gulf Oil Co. were
honored for outstanding fleet
safety operations at the greater Los
Angeles chapter of the National
Safety Council’s annual ﬂeetsafety
awards banquet.



There’s more to a loss prevention
program than maintenance and a
fire extinguisher. Butin many plants
and warehouses overseas, local
managers may not know how to pro-
ceed, or with whom, or are too con-
cerned with today to worry about
tomorrow.

But the modern risk manager has
to worry about tomorrow. And loss
prevention is one of his best weap-
ons in protecting his company’s
assets and controlling insurance
costs.

In fact, whether a plant is located
in a far-flung outpost or in an in-
dustrial complex, AFIA’s staff of
loss prevention specialists are on-

AFIA

———\WORLDWIDE INSURANCE World Headquarters: 1700 Valley Road - Wayne, N.J. 07470

U.S. branch offices: New York « Boston « Chicago « Cleveland « Dallas - Houston » Los Angeles « Miami  San Francisco « Seattle - Wash,, D.C

Is He Your Loss Prevention
Specialist Overseas?

e

the-spot to help you both here and
abroad.

AFIA’s engineers know the build-
ing and fire protection standards
in the United States and overseas.
They’ve been trainedtointegrate the
best of each in an overall loss pre-
vention program takingintoaccount
local conditions and resources.

And because they work with hun-
dreds of different situations, they
have the broad experience neces-
sary to help the risk manager make
loss prevention partof hisinsurance
program overseas. :

Theirwork is one reason why 90 of
the top 100 U.S. companies operat-
ing abroad insure with AFIA.
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Photo: Mary Cairns

Moped dealers can't
afford the insurance
to rent mopeds,
says Byron Coon.

Mopeds driven out

Continued from page 17
recalling the days when he pur-
chased insurance.

*“I decided I didn’t need the in-
surance companies,” he noted. In-
stead, he implemented a rigid veri-
fication system in his shop for any
customers renting mopeds.

The customers of Gene’s Bicycle
& Mopeds must also sign a waiver
of liability, a common procedure
among moped rental services. By
signing the waiver, the customer
promises that if he or she is in an
accident while driving the moped,
the shop will not be sued.

Credit check

Customers have teased the cycle
shep owner about requiring an en-
tire life’s history for one motorized
bike. Gene’s owner admits that's
not too far from the truth, because

You Work

for Profit

e,
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Bayly, Martin & Fay International; Inc.
Harlan, Inc.

Intemnational Insurance Brokers & Risk Management Consultants
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Corporate Headquarters » 3200 Wilshire Boulevard ® _os Angeles, Californiz 90010 e (213) 736-9600
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he wants to know if the customer
has a good credit history and
knows how to use the moped.

Mr. Coon and Mr. Rubenstein are
encouraged by the cycle shops in
New York sidestepping the pur-
chase of insurance, considering
also getting into the business with
no insurance if they had a bigger
volume of business.

“There’s a moped market sim-
mering outthere,” said Mr. Coon of
Moped America.

“Retailers are dying to go into
moped rental, but no one can af-
ford the premiums.”

“Let it simmer,” vehemently re-
sponded a spokesman for a
Chicago-based insurance company
that gladly underwrites mopeds on
an individual basis, but steadfastly
refuses to touch the moped rental
market. “There are too many un-
known variables.”

National brokers Marsh &
McLennan, Alexander & Alexan-
der and Fred S. James & Co., Chi-
cago brokers Mack & Parker Inc.
and Ryan Services Corp. and
Payan-5titt Corp. of Palos Heights,
I, are all willing to resist the bait
of profitably marketing the insur-
ance because they fear the un-
known factors would eat up insur-
ers’ profits.

Rigid procedure

And most insurers and brokers
are unconcerned about the shops
in New York that are renting
mopeds without liability coverage.
As one New York broker explains
it: “Since mopeds appeared in New
York long before they surfaced in
the Midwest, shop owners out here
have become sophisticated.

“They have rigid verification
procedures and they have built up
a crop of regular customers over
the years, added the broker, who is
also a regular customer of Gene's
Bicycles & Mopeds shop and has
rented amoped for spins in Central
Park.

Lamenting his departure from
renting mopeds and the insurance
company reluctance to tap the pre-
mium dollars, Mr. Coon does not
expect consumer interest in
moped rental to subside. “Not ev-
eryone is affluent enough to buy
one, but a lot of people are willing
to set down $20 to $30 for a few
hours of fun,” he said. =

Work comp
suits edge
up: Report

SAN FRANCISCO—The inci-
dence of workers compensation lit-
igation edged upward slightly dur-
ing the second quarter of 1979, ac-
cording to the California Workers
Compensation Institute Bulletin.

Based on data from 35 insurer
groups writing 74% of statewide
premium, the litigation rate
averaged 7.5% of new claims re-
ported, up from 7.4% last year.

However, the litigation rate in-
crease may be attributed to fewer
claims rather than an increase in
the number of applications for liti-
gation, the institute says.

The incidence of applications
first notice continued to decline
during the second quarter to the
lowest rate since 1972. An applica-
tion first notice is. when the em-
ployer first hears of a worker’s in-
jury by receiving notice of the
worker’s request for a hearing.
This was the case in 46% ofthe inci-
dents in which applications for a
hearing were filed. L}



Dontride alone.

The Cavalry can help the corporate risk manager
get the jump on self-insurance problems.

Whether or not your company is currently insured by Kemper, the
Cavalry can still help to reduce the size, frequency and costs of
handling your claims.

For example, Kemper already has the troops needed to administer
your plan. That can keep your set-up and running costs down,
because our outfit is one of the best at keeping a tight rein on
business insurance costs.

Our nationwide network of claims specialists, along with several
regional offices, offers years of valuable experience.

And Kemper rides hard with experts on Workers’ Comp,
an engineering facility to help develop safety programes,
and professionals who scout out claims problems
before they occur.
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Policies keep blacksmith class well-shod

By MARY ELLEN McKEE

LA PUENTE, Calif —Ifastudent
of the horseshoeing class in Ha-
cienda La Puente School District
gets kicked or bitten by a horse,
risk manager Mike J. Patterson
would be surprised but not unpre-
pared.

Under a new program hammered
out by Mr. Patterson after touring
the adult education classrooms
and locations, the district is protec-
ted against much more thzn kicks
or bites.

Covered are: injuries to students
from horses; injuries to horses
from students; burns from gas-fed
forges; injuries to instructors from
students, horses or gas-fed forges;
theft or damage to a freezer chest of
horse hooves, and damage to the
blacksmith’s shop, which includes
cowboy garb, horses, hay and the
village blacksmith smack in the
middle of a park.

“It's right out of the O.d West,”
Mr. Patterson said.

But getting an insurance pro-

gram covering the wide expanse of

exposures in the horseshoeing
class and other classes offered in
the adult education programs here
was a little more complicated than
the simple, laid-back life on the Old
West range.

First, Mr. Patterson increased
the district’s coverage to $10 mil-
lion from $5 million. Then he nego-

Finding an insur-\
ance program to
cover the horse-
shoeing and other
classes was a little
more complicated
than the simple life
in the Old West.
But the school dis- /.4
t.c.n, trict is insured 3 )
against more than
- horse kicks. E

tiated a broad, all-encompassing li-
ability policy covering everything
from malpractice for instructors
demonstrating CPR (cardiopul-
monary resuscitation) in inhalation
therapy classes to liability orotec-
tion for students or instructors that
smash one of their fingers with a
hammer while shoeing a horse.

Brokered by Universal Pacific
Insurance Services of Los Angeles,
the first $500,000 over a $5,000 de-
ductible of the general liability pol-
icy is underwritten by Great Atlan-
tic of Delaware and the next $9.5
million is underwritten by Allianz
Insurance Co.

Recently, the Hacienda La
Puente School District started self-
insuring the first $100,000 of its
workers compensation coverage
with a $5 million excess-of-loss pol-
icy from Employers Reinsurance
Corp.

Since December, when Mr. Pat-
terson took the job as the school
district's first risk manager, the
school district has had no workers
compensation or liability claims.

The promising results over the
past eight months were no acci-
dent, Mr. Patterson boasts. The
horseshoeing course had to be
modified to curb the liability expo-
sures.

First, the size of each class was
cut to no more than five students.
The instructor, a professional
blacksmith with “thousands of
hours” in the trade, can now
closely watch the students to see
they are doingthe job correectly and
doing nothing to jeopardize their

|SPECIAL RISKS

safety.

So tkat students could spend the
first two to three months practic-
ing horseshoeing without en-
cangering a live horse and increas-

ing the liability exposure for the
school district, Mr. Patterson ard
the adult education administrator
bought a huge freezer and 100
horse hooves costing $35 to $50 -
piece.

“The frozen horse hooves allow
the students to develop their skills
and give the instructor something

concrete to judge the progress of
the students against sc he can help
him to work on the reel thing,” Mr.
Patterson explained.

If the freezer goes cn the blink,
the school district is 0ot covered
for the damaged horse hooves. In-
stead, Mr. Patterson got around the

przblem with a little engireering,
he said

The freezer is hookec up to a di-
rect linz so it could be checkxzd pe-
riodica’ly by the security people
each evening, If the eight-foot
freezer chest malfunctions, the
ho:se hooves can be taken to other
freezers in the school d_striz=.

How GABinvests

in your bo
At GAB, our chief resource is people.
The professional men and women to
whom over 15,000 business executives

- entrust some 4,500 claim problems
every day. GAB professionals are the

heirs of 94 years of accumulated

,—w\ o

experience. Our investment in their
continuing education is one of the
reasons why GAB serves you better
inloss and claim handling, processing
and administration.
- Last year, more than 3,000 GAB
Career professionals from over 600

-
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regional and local branches heard the
school bell. Aside from cur regular on-
the-job training program, they invested
225,000 hours of their time in further
training at our natior:al aducation center.

This reprasented a total investment of

$1.5-million by GAB in quality of service

to you. This year, we expect to inves:

Our People:

even more. No competitive firm maxzes
a commitment of this magnitude.

Your Most Valuable Asset




M bRt oe Bl E LIl , LLODEDN 249, Llafd [ &0

“It's very difficult to get insur-

ance on this kind of thing and cnce
you get it it would probably be ex-
tremely expensive,” Mr. Patterson
remarked. “Frequently a freezer
goes on the blink because of a
short.” Because this is a malfunc-
tion inherent in the equipment. itis
difficult to get insurance on it. Mr.
Patterson explained.

Since the public brings in the
horses for shoeing free of charge,
Mr. Patterson insisted that a
waiver be drawn up for the public

to sign when drapping their ani-
mals off at the classroom.

The waiver states that the school
district is not responsible for any
animals that sre stolen, njured or
infested with insects unless the
mishap resulted from a mistake or
carelessness of the students or the
instructors.

Horses are not kept overnight to
cut down on the chance of theft

“When I first made the tour ofthe
horseshoeing classroom and loca-

tions my mind was buzzing with
questions and worries,” Mr. Patter-
son admitted. Grabbed from the
corporate insurance world, Claims
Management Corp. in Los Angeles,
Mr. Patterson had never consid-
ered the insurance or the loss pre-
vention techniques of a horse haof.

The transition was extremely
smooth, he said. “People in educa-
tion, or at least the people here, are
willing to put out money now to
save dollars later.”

“This one-year class, as well as

many other adult education
courses in La Puente. are provid-
ing avaluable service to the state of
California,” Mr. Patterson said.
“We are training peogle to zo out
and earn a living.”

There are a lot of horses in South-
ern California, Mr. Patterson sa:d.
Some areas have developed a
ranch style ofliving so that a black-
smith is becoming a necessary pro-
fessional, hearkening the days of
the Old West.

or small; industrial or commercial. You

may be an association, a municipality, a

corporation or an institution. You may be
insured or self-insured. But it is GAB's
people whose integrity, judgment and
competence are going to show up on your

bottom line.

Our People: Your Neighbors.

GAB is worldwide and nationwide.

Yet our more than 700 office locations
place a GAB local expert no farther than

100 miles from any claim or problem in the
country. We are your friend, your neighbor,

GAB is 2 wholly-owried s
- of United Airfines and

ternational Hotels.

yof UAL; Inc.. parent company

involved members of the community.

We, all of us, are GAB — the nation’s
leading independent claim administration
and management company. How may we
help you? Call your nearest GAB office or
write R. H. Hopkins, V.P., Dept. T-2 for
a directory listing where to find our people
nearest you.

GoWith The Leader.

123 William Street
New York, N.Y. 10038

Several race tracks that have
opened up on the West Coast will
also increase the need for horse-
shoers. Registration has boomed,
but Mr. Patterson sticks to his rule
of no more than five in a class.

Students who have completed
the course have been placed in a
Jjob within one month and are earn-
ing salaries ranging from $20,000 to
$30,000.

“The challenges of my job don’t
end here,” Mr. Patterson said. The
adult education administrator is al-
ways coming up with a new ideg,
he added.

“Only now, I review each course,
work out the steps and procedures
that must be taken to curb the
school district’s liability and pro-
tect the students, coach the in-
structors in basic risk management
and then I shop for the necessary
coverage.”

Mr. Patterson says a course
hasn’t crossed his desk yet that he
hasn’t been able to work a system
for to make it financially feasible
for the district to offer. “It's a far
cry from corporate insurance, but
it's much more interesting.” .

Exec urges
U.S. marine
competition

HOUSTON—U.S. marine insur-
ers who are willing to compete will
be rewarded with premium
growth, Maurice R. Greenberg,
president and chief executive offi-
cer of American International
Group Inec., said at the Houston
Marine Insurance Seminar re-
cently.

Mr. Greenberg gave the U.S. ma-
rine insurance industry poor
marks for growth in the last dec-
ade, saying the U.S. share of direct
marine  insurance premiums
dropped to 35%in 1978 from 40% in
1963. To remedy this problem,
competitive underwriting and ag-
gressive marketing must be ac-
companied by innovation, with an
emphasis on bringing more young
people into the industry, he said.

Competition with foreign insur-
ers will remain intense, he said, In
many countries, laws require local
placement of marine coverages.

The U.S. must institute foreign
economic policies that offer insur-
ers the same incentives and bene-
fits offered to the manufacturing
and agricultural sectors, he said.
Tax incentives also would help in-
surers build the capital to make in-
creased capacity possible,

Looking ahead to the future, Mr.
Greenberg said the industry will
see risks that “no one has even
thought about,” such as those re-
lated to emerging transport tech-
nologies including space shuttles,
submarine carriers, jumbo air
transport and specialized carriers
for different types of bulk trans-
port. Risks related to the utilization
of ocean resources will soon join
the standard offshore drilling and
ocean mining exposures. ]
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Complex Risks,
Creative Solutions.

We meet the challenge!

Modern business has modern needs forinnovative expertise in
the handling of insurance problems. Many exposures are in- By VALERIE BERG
volved, diversified and require a wide range of coverages. CDSR ] ) i
regards the challenge of today’s insurance market place asan op- MERRILL, Wis.—In this age of
portunity to perform. We have the personnel, ability and creativ-
ity to serve your most complex insurance needs.

Our Markets Include Aviation, Qil, Marine, Casualty,

Property and Surplus Lines.
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& COMEAINY SEECLAT, FRISTOes | | Dok 00% to 15% of its new cn e
Offices in Houston/Dallas/San Antonio/Lubbock/Denver

Represented by agents and brokers throughout the Southeast, Midwest and Southwest

increasing lawsuits against profes-
sionals, clergymen are finding they
need more than God on their side.
Many of them have put their faith
in malpractice insurance.

The home office of Church Mu-
tual Insurance Co. here reports

newal church package policies
now include coverage for acts, er-
rors or omissions in a clergyman’s
counseling relationship with pa-
rishioners. And as one excess/sur-
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and risk management.

We're expertsin...

e Accredited Industrial Hygiene
Laboratory Analysis

Air and Water Pollution
Claims Management

Fire Protection Engineering
Hospital Safety Management
Industrial Hygiene

Noise and Vibration
Occupational Health
Product Safety

Safety

Training and Education
Ventilation Design

NATLSCO
National Loss Control Service Corporation
Long Grove, lllinois 60049 - 312|540-2400

to the experts ..

Call NATLSCO TOLL-FREE:
800-323-9585
Consultants to management.

e |

left to the experts..

R ‘/ some things
% are best
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Clergymen put faith
in malpractice policy
as well as heaven

[SPECIAL RISKS

plus underwriter in New Jersey
sums up the situation: “Nothing is
sacred anymore.”

“Demand is tough to measure,”
says Herbert Heyne, vp for market-
ing with Church Mutual. “We've
had pastors write us and beg us to
write the coverage and we've had
pastors write us and raise Cain. 1
can see both sides.”

The insurer first offered the pol-
icy in Wisconsin in December 1978
and now writes it in 19 states, with
requests for approval to write it in
the works in six more states.

The premium for a primary pol-
icy of $300,000, which covers up to
two ministers in a church, is $35 a
year. Umbrellas are also available.
Policies are sold only to churches,
not individual ministers, and are
only available as part of a church's
package coverage.

So far, Church Mutual has had
only one claim, which it denied,
and the suit was subsequently
dropped, Mr. Heyne said.

Church Mutual prefers to write
for the “mainline” denominations
whose ministers have clergical
backgrounds and education. But a
recent suit won by a young woman
against the Church of Scientology
may influence that policy, Mr.
Heyne said. In that suit, the woman
charged that the Church of Scien-
tology did not improve her life as it
said it would and an Oregon court
awarded her $2 million.

Church Mutual is not alone in of-
fering a malpractice policy for
clergymen. Western World Insur-
ance Co. Ine., an excess/surplus
underwriter in Ramsey, N.J., has
written such coverage for “a cou-
ple years” as part of a broad pro-
gram covering social workers, mar-
riage counselors and the like, says
Ted Ziffer, underwriting manager.
The policies cover both individuals
and groups.

Premiums are usually calculated
on a per person basis and vary ac-
cording to geographical location
and the exposure involved. “We
believe we've gotten one or two
cases,” he said.

The Church Insurance Co. in
New York, owned by the pension
fund of the Episcopal Church, has
included malpractice coverage in
its comprehensive church policy
since June. The policy only covers
clergymen engaged in counseling
as an employe of the church, not
those in private practice. About
80% of the Episcopal congrega-
tions purchase the comprehensive
policy.

But the area of theology remains
off-limits for insurers.

“The policy doesn’t restrict itself
by not including theology, but how
do you say it’s right or wrong?”
asked Church Mutual’s Mr. Heyne.
“If someone returned from the
dead and didn’t get into heaven, I
suppose he could sue.” u

E&O markets

Sinclair-Dwyer & Co. Inc. of San
Francisco is offering malpractice
and errors and omissions insur-
ance to Northern California agents
and brokers. The three products of-
fered are real estate agents errors
and omissions, insurance agents
errors and omissions and malprac-
tice for mental health and social
service centers and clinics. Limits
are available to $1 million; the in-
surer is being renegotiated.



Guess how many people on this page
will work beyond normal retirement.

Your estimate is probably too low. Unless you've seen Harris finds that 51% intend to stay at work, full or part time.

the recent study, American Attitudes Toward Retirement and Furthermore, though executives think guaranteed
Pensions. * income and vesting are the most important things in pension
" This research, commissioned by Johnson & Higgins plans, employees don't think so.

and conducted by Louis Harris and Associates, reached The wealth of reliable information in this study can help
executives at 212 leading companies as well as 1,699 current  you shape employee pension programs to cope with changing
employees and retirees. conditions and attitudes.

Our findings call into serious question many currently You are invited to review both the Harris study and
held assumptions. For instance, many past reports suggest ~ two newly developed J&H pension planning analytical tools
that only 10% to 25% of the work force intends to stay on. (BAIl and GAIN)*. Simply call any J&H office.

*Benelil Adequacy Index and General Adjustment fer Inflation

Johnson:‘Higgins

The Private Insurance Broker/Benefit Consultant. We answer only to you.

EMPLOYEE BENEFIT AND ACTUARIAL CONSULTING; RISK AND INSURANDSE MANAGEMENT SERVICES THROUGHOUT THE WORLD
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Safety comes first in
Outward Bound; the
program that teaches
city folks how to sur-
' vive in the wilderness,
and insurers no longer
shy away from cov--
ering the account.

By JERRY GEISEL

GREENWICH, Conn.—Qutward
Bound, the school that teaches city
folks how to survive in the wilder-
ness, also knows how to avoid be-
ing swamped by churning liability
waters.

An innovative safety program
and the continual aducating of un-
derwriters about the program has
kept insurers on an account whose
risks include teaching 16- to
80-year-olds mountain climbing,
whitewater canoeing and hiking
through deserts ar.d canyons.

During the insurance crunch of
1976, Outward Bound, whose
courses on surviva! in the moun-
tains, desert, forest or at sea annu-

[SPECIAL RISKS

ally attract 7,500 students, almost
lost its liability coverage even
though the school had a good loss
record.

“There was nothing to compare
Outward Bound to in terms of
structure,” business manager
George F. Supan recalled. “So (in-
surers) said: ‘Hey, we better not
stick out our necks any farther,””
he remembered.

Before Mr. Supan joined Out-
werd Bound in 1976, the school
simply tallied up its insurance pre-
miums and paid them. But when

John Hancock’

International

Grou

Here are just a few reasons why.

First, the largest international
group staff anywhere. They offer
you the combined experience gained
from developing and servicing over
1,000 plans. Each accountis contin-
uously serviced and monitored by a
five-member team. And that full-time
dedication to your account assures
a smooth running program as well
as quick problem-solving when
necessary.

Second, our network of 25 Associ-
ate Insurers. Each is one of the most
highly respected inthe country it
serves. With over 12 years of experi-
ence building stable working relation-

p Program
s the best
n the World.

ships with our Associate Insurers,
|IGP can offer you continuity of ser-
vice unparalleled among international

programs.

Third, our clients. More than 200
corporations and 1,000 subsidiaries.
Most multinationals with international
programs have chosen |GP because
it offers flexible, competitive programs
that keep on working.

Flexible. Competitive. Experienced.
Consider the advantages of John

Hancock's IGP.

(“Inte-national Group Program” and “IGP" are registered service
marks of the John Hancock Mutual Life Insurance Company,

Boston, Massachusetts 02117, USA.)

Mutual Life Insurance Company

Boston, Massachusetts

avoids liability cover pitfalls

continuing coverage became ques-
tionable, Mr. Supan set out to meet
with the underwriters to explain
Outward Bound and all the safety
precautions taken to prevent aceci-
dents.

Mr. Supan’s efforts appear to
have paid off. A visit to the auto
underwriter, The Hartford, and a
new safety program in which all
Outward Bound employes and
participants enroll in school-
sponsored driver education pro-
grams, resulted in auto premiums
dropping to $25,000 from $62,000.

Although those kind of savings
haven’t been achieved for general
liability insurance, liability insur-
ers now want to stay on the ac-
count, where they once wanted to
chart a course away from the
school, Mr. Supan said.

Outward Bound self-insures the
first $10,000 of losses. Above that,
St. Paul, which isreinsured by Pru-
dential Reinsurance, provides
cover for the $10,000 to $500,000
layer. U.S. Fire Insurance Co. of
fers excess protection “in excess of
$1 million,” Mr. Supan said.

“We’'ve told our insurers that we
have a very controlled program
and with us, safety is No. 1,” Mr.
Supan said. “Nothing else is first.”

Each of Qutward Bound’s seven
schools based in Colorado, Maine,
Minnesota, New Mexico, North
Carolina, Oregon and Dartmouth
College in New Hampshire follows
a safety program and manual. Mr.
Supan says there is “nothing else
like it.”

The schools follow aset format of
safety procedures in all their activi-
ties. Rope usage, for example, is
carefully monitored and ropes are
replaced on schedule before an ac-
cident can happen. Instructors,
who are all qualified to administer
emergency medical care, check out
a new area for risks before Out-
ward Bound students venture
forth.

Accidents do happen and they
trigger a number of events. The
school where the accident occurs
convenes a safety committee to
study the events that led up to the
accident.

At the same time, the Qutward
Bound national office brings in
outside experts to take a closer
look and make recommendations.
“Ifthere is amountain climbing ac-
cident, we’ll bring in mountain
climbing experts and we'll see
what they come up with,” Mr. Su-
pan says. “That’s the format we've
used and it works.”

More recently, a group of retired
chief officers, including a former
top official at a major coal mining
company, surveyed the schools,
which one observer described as
“conditioners to face hell.” The
group is now preparing safety rec-
ommendations.

Bringing in the retired chief ex-
ecutivesto make safety recommen-
dations is an example that “we
never are satisfied with taking a
stand and stopping. Each year we
try to take another look at what we
are not doing to prevent acci-
dents,” Mr. Supan explained. (]

E/S broker formed

INA Special Risk Facilities Inec,
has formed Surplus Insurance Bro-
kers of North America to write ex-
cess and surplus lines business
produced through excess and sur-
plus lines wholesalers. Robert H.
Hutchins, senior vp, will head the
new facility. Mr. Hutchins was for-
merly executive vp responsible for
excess and surplus lines opera-
tions with American Reserve. Sur-
plus Insurance Brokers' headquar-
ters are in Chicago.



HOW DO YOU KNOW
IF YOU HAVE THE RIGHT

FIDUCIARY
LIABILITY POLICY?

The Insurance Buyer’s ERISA quiz.

Does your policy provide coverage on
a limited claims-reported basis rather
than on a frue claims-made basis?

Does your policy limit coverage to
persons defined as fiduciaries?

Does your policy limit coverage to
wrongful acts of insureds only?

Does your policy provide defense costs
within limits of liability?

Does your policy limit loss to damages
by definition, and exclude non-
pecuniary claims?

Does your policy by definition exclude
employee benefits liability losses?

Does your policy include outside
persons as insured fiduciaries?

Does your policy contain a limited
refroactive acts exclusion?

Does your policy give the insurer
the right to seftle claims without your
consent?

Has your policy been purchased with-
out the advice of competent legal
counsel who has rendered an opinion
in writing as to which contract he felt
offered the broadest coverage?

IF fhe answer to any of the above questions is
"Yes,” the chances are you have probably pur-
chased the wrong policy. And the real problem
is that you will probably never know until you
have an uninsured loss.

How do you know you have the right

fiduciary liability policy? There's only one

way —to compare. Remember—all policies
are not created equal. While all contracts may
appear to be similar, there can be substantial
differences in their terms and conditions—
differences which can be very significant—and
costly. And, unfortunately, it's impossible to
compare policies without a thorough under-
standing of rhe law. (ERISA)

THE Professional Indemnity Agency, direct
Lioyd's correspondents, is one of the very few
insurance underwriters qualified to make sound
recommendations. Fiduciary liability coverage
is our business. We understand this is a difficult
business—and we refuse to tcke the easy way
out. Combining a Fiduciary Liability and a Direc-
tors and Officers Policy may serve the best inter-
ests of the insurance carrier and the broker, but it
rmay not serve your best interest because it may
not give your people the complete protection
as provided by the Pl.A. form. The responsibilities
of persons covered under each policy are quite
different; in fact the law (ERISA) mandates this
conflict. PL.A. does not deal directly with in-
sureds, but we will be happy to make our
facilities available to your agent or broker.

BEF ORE the enactment of ERISA, your

sole responsibility was the guarding of corpo-
rate assets. Bur now, because of this law, (ERISA)
you are faced with the remendous additional
responsibility of protecting the personal assets of
your direcrors, officers and other employees.
You've got fo be sure. You've got to compare.
You've got to ralk to the experts... NOW!

Professional Indemnity Agency, Inc.
Professional Intermediaries Associates, Inc.
110 East 59th Street

New York, N.Y 10022

Tel. (212) 421-2033 Telex 14-8435
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The hatched flies are dropped-
from -airplanes in boxes that
open-on impact..

By LEN STRAZEWSKI

DEL RIO, Tex—There are no
flies on John Dickehut, managing
partner of Val Verde Insurance
Apgency here, but there are several

" thousand of the bugs on his ac-

count books.

Del Rio Flying Service, alocal air
and truck hauling service that was
confronted with a U.S. Department
of Agriculture contract to trans-
port sterile flies, unceremoniously
pointed its swarm of problems: in
the direction of its broker, the
largest agency in this small Texas
town.

The flies, used-in a USDA pro-
gram to eliminate the screwworms
that attack cattle in the Southwest,
have created bugging insurance
problems: for the hauler and Val
Verde.

“The flies have to be shipped in

SPECIAL RISKS|

refrigerated trucks,” Mr., Dickehut
explained “but unlike meat, let-
tuce or other commodities that go
by refrigerated truck, have no sal-
vage value. Once the refrigeration
goes, the flies have had it.”

Truckloads of refrigerated flies
are insured for $4(,000 per truck at
a cost of $460 per truck by the Hart-
ford Insurance Group. Mr. Dicke-
hut credits a long-standing rela-
tionship with the insurer for prime
rates.

“The Hartford was receptive
right away,” Mr. Dickehut said,
“but then we've represented them
for 46 years.” The Hartford re-
quired a package o”information on
the animals and the screwworm

A USDA program using
sterile flies to eradicate -
screwworms that attack
cattle. presented a
swarm of problems to
Val Verde Insurance
Agency in Texas.

Photo: U.S. Dept. of Agric.

eradication project that uses the
flies.

The USDA project ships the ster-
ile male flies around the Southwest
to prevent the female screwworm
flies from laying live eggs that
hatch - into worm-like larvae. The
screwworme-larvae have been the
bane of western ranchers for years,
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If you're like most people, you can as far
as the value of your property goes-
whetherits the things in your home, a fleet
of jetliners or a heavy industrial plant. But
as a buyer of insurance, do you know
where to gofor lowest premiums possible?
When you need insurance, you need.

Dale and Company. We will quote rates that
are not only competitive but probably
better than most: Dale people are eerrts in

assisting clients in the reduction of t

elr

putapricetag
1S pictures

premiums because we consult on every
level involved. Our peo[i)le have years of

solid experience in the

usiness. Which

means we can provide each client
with the broadest coverage necessary.
Not inciclentally,Dje and
Company is the largest public insur-
ance broker owned by Canadians.
Our client list reads like a
Who'sWho of the Canadian business

Insurance Brokers

world. Dale doesit for them.We candoit foryou.

Dale & Company Limited

Vancouver,

Windsor,

Ottawa,

Edmonton,

Calgary,
Montreal,  Halifax,

Winnipeg,

Toronto,  Hamilton,

St. Jehn’s,  Corner Brook,

London,
Grand Falls.

Box 18, Toronto-Dominion Centre, Toronto, Ontario M5K 1B2. Telephone: (416) 366-4645

| Southwest air carrier shoos fly liability

attacking cattle, infecting wounds
and killing the cattle, usually
within six days.

As demanded by a treaty with
Mexico signed during the adminis-
tration of President John F. Ken-
nedy, the screwworm. eradication

_program stretches fromnthe fly

hatchery irmr Mission, Tex., to distri-
bution points around the U.S.
Southwest and Mexico.

Mexican insurance regulations,
however, forced Mr. Dickehut to
tap a Mexican insurer, La Commer-
cial, for similar cargo coverage. For
help in placing the international
risk, Val Verde turned to excess/
surplus broker Cravens-Dargen,
which had placed aviation risks for
the agency in the past.

The Val Verde Agency, which
handles mere than $2 million in
premiums per year, also looked to
Cravens-Dargen for the files' avia-
tion risks—not the risk on the flies
flying, but the coverage on the air-
planes that dropped-the flies on in-
fected areas.

“We've always placed the liabil-
ity and hull coverage for Del Rio
Flying Service with the Cravens-
Dargen subsidiary, American Avi-
ation Underwriters, even years ago
when the insurer was handling the
T41 jet training program. So natu-
rally we went to them,” Mr. Dick-
ehut said.

But American Aviation Under-
writers was skeptical and tried to
boost rates for the coverage to the
higher prices used for crop-dusting
airplanes that fly at dangerous
low altitudes, often during bad
weather.

“We had to give them a lot of in-
formation in order to explain that
the job of dropping boxes of flies
did not create the same risks as .
crop-dusting,” Mr. Dickehut ex-
plained.

“We told them that we flew at a
safe 2,000 feet and didn’t have to fly
in bad weather. That saved us some
money."

The hatched flies are flown from
a distribution point to an area that
is infested with screwworm larvae
and dropped from airplanes in
boxes that open on impact. At the
drop stage, the flies are self-
insured by the air carrier.

No claims have ever been filed
with the aviation underwriter and
only one claim involving a loss be-
cause of a traffic accident has been
filed with the cargo insurer. The
Hartford, however, expects to pass
the loss onto the insurer of the
other trucker who got theticket for
the accident.

The fly shipments have pre-
viously been insured by INA Spe-
cial Risks when common- carrier
H.T. Priddy had the USDA con-
tract. Alexander & Alexander in
Fort Worth, Tex., placed the risk at
that time but didn’t have the good
loss history that later helped at-
tract The Hartford.

“There was no precedent for cov-
ering flies then,” said  A&A unit
manager Vera Dee Onstott. “They
didn't know what the exposures
were. The answer I got from under-
writers was that they didn’t insure
flies; they swatted them.”

Now brokers and insurance com-
panies find that they shouldn’t kill
flies, they should make profits:
from them. L



Shandi Morahan’s

‘Miscellaneous E&O
program.

Next time you have an E&O risk that's some-
what hard to classify or insure, check it out with
Shand, Morahan & Company

We're a leading underwriting manager for lt - '
Miscellaneous E&O, with a highly stable mar- even covers
ket for this coverage. As such, we presently
cover some of the biggest and most unusual the weather

risks in a variety of industries. From private
weather forecasters to medical testing labs to report.
management consultants, financial analysts,
data processors, medical recording devices,
even printers who print lottery tickets.

And these are just a sampling of the many
diverse exposures covered by this insurance.

Shand, Morahan & Company writes this
business on a claims-made basis, as broad
form coverage with minimal exclusions. Limits
are to $10 million, with realistic deductibles
available. Minimum requirement for insureds
is $1 million in annual receipts or a minimum
premium of $5,000.

A liability risk that's a bit hard to classify—
and to insure? Call the Miscellaneous E&O
experts at Shand, Morahan.

We deal with the out-of-the-ordinary every
day. Your forecast for new business? Bright
indeed.

. Shand, Morahan & Company; Inc.

One American Plaza Evanston IL 60201 312/866-2800 Cable Shanmor Telex 72-4328




Portland Head Light,

If you're not
taking advantage
of these unique opportunities,
you haven’t seen the light.



There's a bright new light in your financial
future. Unionmutual. One of the fastest
growing major life insurance companies
In America.
_ At Unionmutual, we're Futting
insurance in a whole new light. We're
creating products that people want and
need. We're assuming leadership in
responding to new laws. And most
important, we're sharing our extraordinary
success with you.

Here are some shinin? examples of
the unique advantages we offer.

LTD expertise second to none.

We were the first to enact a definite and
explicit program to help our group
policyholders comply with the new ADEA
regulations. And these regulations con-
tain a plan designed by Unionmutual and
approved by the Department of Labor
which gives employers a lower cost
option.

It's leadership like this that's made
us #1 and keeps us #1 in Long Term
Disability. With more than 9,000 plans
covering more than one million
E_IrgBonees, we're the light to look for in

Group Pensions with
high yield and low expenses.

Our investment yield over the years has
been virtually unmatched in the industry.
And just as important, our expenses are
among the very lowest too.

That makes Unionmutual’s net
pension yield about the highest any-
where, and it's why our guarantees are so
attractive. It's little wonder we're one of
the fastest growing group pension writers
in the country.

High non-medical
maximums on Group Life.

At Unionmutual, we offer an exception-
ally high amount of coverage without
requiring medical information. For exam-

le, if your group'’s life volume is between
§750, 00 and $999,999, you can get a

80,000 non-medical maximum. Compare
that with the schedule of other
companies.

_ Our group life policies also feature

a unique conversion privilege and sub-
stantial discounts for preferred employer
groups.

Extra performance dividends
on Individual Participating Life.

When we do exceptionally well, so do our

olicyholders. Because in each of the last
our years, we've declared an unprece-
dented performance dividend. Up to 18%
of our regular dividend scale.

We're the first and only company
that’s doing this. And it's making our
individual participating life extremely
popular.

Unjonmilmal

Putting your future in a whole new light.

UNION MUTUAL LIFE INSURANGE COMPANY, PORTLAND, MAINE 04122

Our Non-Can
can do a lot for you.

We specialize in the preferred risk
executive and professional segment of

the market. In tact, one out of ten doctors

insures with Unionmutual. And with
features like our unique dual residual and
step-rate riders, we believe our Non-Can
portfolio offers the finest disability
iIncome benefits anywhere.

Unionmutual. We're puttin
insurance in a whole new light. We're
putting your future in a whole new light.

See the light.

Yes, please send me more information on the
products checked below. | want to see the light.

0O Group LTD O Group Pensions
O Group Life O Individual Life O Non-Can

Name:

| Address:
1
i City:

i{State:__ Zip:
(]

! Mail to: Stephen L. Smith, CLU, FSA
1 Vice President, Products Research
1 and Development

! Unionmutual

1 2211 Congress St.

! Portland, ME 04122

| orcall: (207) 780-2211

- i e 0 e ey

®1979 Unionmutual

UNIONMUTUAL STOCK LIFE INSURANCE CO. OF AMERICA, PORTLAND, MAINE 04122
UNIONMUTUAL STOCK LIFE INSURANCE COMPANY OF NEW YORK, ELMSFORD. NEW YORK 10523
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Slinky minks dodge s’rqndard rahng rules

By STUART EMMRICH

NEW YORK—Staked out at
Chicago’'s O’Hare Airport, and
shivering in the cold winter winds,
Lawrence Schott studied the
workmen loading mink pelts from
one plane to another.

The broker who had placed the
insurance on the minks was on the
lookout for why there had been so
many losses of minks in transit.

He found it. Workers trying to es-
cape the cold for a few minutes
would often leave the minks unat-
tended, piled outside the planes
and ripe for picking by thieves.

The vp of the New York City bro-
kerage firm Kornreich & Sons rec-
ommended beefed-up security
measures and warned that no
losses would be paid unless some-
one was always guarding the

[SPECIAL RISKS

minks.

Mr. Schott has established him-
self as one of the few brokers with
an extensive background in mink
pelts.

He has seen the industry pass
from the days when live-animal in-
surance was a necessity for farms
to recent years when financial
guarantee insurance is now an of-
ten conftroversial part of dealing
with the ranches.

Kornreich arranges for auction
houses to buy insurance covering
the value of the minks from the
time they are killed and skinned to
the time when they are auctioned
off and sold to the highest bidder.

But the broker has to dicker with

an underwriter because there are
nc firm rules to follow, no set rate
book to consult and no sure way to
kr.ow exactly how much the minks
are worth.

Kornreich’s client is the New
York Auction Co., one of the three
largest auctioneers in the country.
Tke company has a marketing
agreement with £0 to 60 ranches
whereby the ranches agree to send
s0 many pelts to market per season
and the auction house agrees to sell
them. The auctior. house does not
buy the minks, but instead actsasa
conduit between tae ranch and the
retailer.

But the auction nouse buys the
insurance, chargir.g the farmers 5
cents per pelt for it. The house then
pays the insurer varying fees per
pelt for coverages on transit, stor-

Auction houses purchase insurance on stored mink pelts from when
the animals are killed to the time they are auctioned. Cost is passed

on to mink farmers.

age and processing.
Deductibles for losses are only
about $250 or $500 per occurrence,

Mr. Schott says, and coverage usu-

At Dryden &Company,
we’ve underwritten more risks
in our first six months
than many companies
doin ayear

We're off to a fast start. And we've
done it without sacrificing good under-
writing standards. Because we want to be
areliable market for the long run, too.

Dryden & Company. The name has
already come to mean a leading casualty
underwriting manager, writing business
in most states. And we expect to start
writing property coverage by year-end.

We've established strong relationships

with many fine producers throughout

the country. So if you feel we can help
you, we'd like to hear from you. For infor-
mation, contact: Jryden & Company, Inc.,
PO. Box 999, One Main Street, Chatham,
NJ 07928. Telephone: (201) 635-1200.

Telex: 139-409.

Wherever you're headed in the excess
and surplus business, we'll be there to

help you.

Dryden @ Company,inc.

Subsidiary of The Prudential Insurance Company of America.

ally is for $4 million per loss, with
excess insurance ranging from an
additional $1 million to $8 million.

In peak seasons, excess coverage
might run as much as $30 million,
Mr. Schott said. Both primary and
excess coverages are purchased
from one of five domestic under-
writers, none of which Mr, Schott
would identify.

Losses, which Mr. Schott said
have been infrequent in recent
yvears—present a challenge to ad-
just. The underwriter can’t just
look at a mink and say how much it
might be worth; the market
changes too much from month to
month to ever put a finite value on
the risk. .

Instead, all the parties start hag-
gling. They look at what the
ranch’s minks brought in previous
years and how they usually stand
in the market. They also look at the
market as a whole and see how itis
taring this year.

Although the rates and payments

are kept fairly flexible forlosses in-
curred on minks, the criteria for
the so-called financial guarantee
agreements are rigid in compari-
son.

A bit skittish about discussing
the matter, Mr. Schott admits the
coverage has become a controver-
sial item since the insurance indus-
try has learned of Lloyd’s of Lon-
don being burned on similar poli-
cies involving computer leases.

But he says his experience on the
guarantees, which involve insur-
ance on loans lent by the auction
house to ranchers with payment
supposedly backed up by the value
of the minks when they come to
market, has been “excellent.”

The auction houses only lend
funds to ranchers they have dealt
with for many years and “trust im-
plicitly,” Mr. Schott says. The loan
is based on the assumption that the
animals will live to maturity so
their pelts will be sold. If some-
thing happens to the minks and the
loan can’t be paid off, the insurance
covers the loan payment.

Besides a “huge” deductible on
the policies, there are also severe
restrictions. For instance, the loan
cannot exceed 50% of the antici-
pated proceeds from that year’s
sale of mink, Mr. Schott explained.

The loan insurance is limited to
Jjust: $250,000, with no chance to
purchase excess insurance, Mr.
Schott said. Premium rates aver-
age 15 cents per $100 of insurance
per month. The broker said he
“wouldn’t dare” tell the name of
the domestic underwriter.

Although a little controversial
these days, the financial guarantee
insurance is not unlike ‘live-
animal” insurance that used to be
carried by ranches a few years ago.

But Mr. Schott said advances in
science and animal husbandry
have just about wiped out inci-
dences of diseases that used to de-
stroy whole mink ranches. The
ranchers found that the experience
of losses was too small to justify
paying the premiums. [

Phlistu: N.Y, Auction Co.



The law says
you have to tell
your employes

about your

company’s
benefits...

COMMURNICATIONS
CONFERENCE

December 3-5, 1979
Ritz Carlton Hotel » Chicago

How to create effective benefit communications

Employe benefits are designed to
meet real human needs. So to get
your employes to respond pos-
itively to your benefit communi-
cations, you have to appeal to the
human being within each one. By
addressing the emotional and
human factors that make your
employe benefit program more
meaningful, you can communicate
more effectively.

This calls for the kind of creativity
that’s on target with the human
needs that are dealt with by your
-benefit program.

That's what this Conference .is all
about—introducing you to the cre-
ative opportunities available in
benefit communications.

Because creativity—utilized prop-
erly in the messages and media—
can help make your benefit com-
munications program far more
‘successful than you ever thought
possible.

‘And to make this Conference as
meaningful toyouas possible, we've
assembled a unique, high-caliber
faculty consisting of professional
communicators, benefits managers,
- suppliers and outside consultants.
These experts show you how your

Conference Data:

benefit communications program
can be far more effective. ..

= You learn the secret of creating
messages that appeal to employes.
e You view and analyze dramatic
visuals.

® You see and review outstanding
entries from Business Insurance's
renowned annual Employe Benefit
Communications Award Compe-
tition.

® You see how the creative process
works. . .and how it can work for you.
® You examine creative approaches
and evaluate their effectiveness,

® And you discuss important man-
agement issues.

As a Conference participant, you're
immersed in a total learning envi-
ronment. You return to your job
armed with ideas, ready to tackle
your toughest benefit communica-
tions problems.

Space at this third annual Con-
ference is limited. Please read the
following program carefully. Then
send your registration in as soon
as possibletoavoiddisappointment.
(all registrations are accepted on a
first-come, first-served basis only).
To register, fill out the coupon
below or phone (312) 649-5242
collect.

" Conference fee is $310; a 10% discount applies to this rate for additional registrants from the
same company who register at the same time. If your plans change, you can substitute the name
of another individual without penalty prior to the Conference. Or. you can receive a full refund
if you cancel by November 19, 1979. (For cancellations received after November 19, there is

a $60 service charge.)

Registration fee includes admission to all Conference sessions and functions, complete
resource materials including a workbook, planned luncheons and reception.

Hotel accommodations and travel arrangements are not included and must be made separately.
Registrants automatically receive hotel reservation forms with their Conference confirmations.

To Register, Mail Coupon Or Phone (312) 649-5242 Collect—TODAY!

...but to get
them to listen,
understand
& feel good,
you have to
be creative!

PROGRAM——

MONDAY, December 3

8:15 am: Registration. Enjoy coffee,
rolls and our display of print materials
from the 1979 Business Insurance
Employe Benefit Communications
Awards Competition.

9:00 am: Creative Benefit Communi-
cations—An Overview. Exciting audio-
visual presentation by Peter lversen,
President & Chief Executive Officer,
Iversen Associates, and John Kerney,
Jr., President, Emcom Group Inc.

9:15 am: Creative Benefit Communi-
cations—A Marketing Approach. Keith
L. Reinhard, Executive Vice President,
Director of Creative Services, Need-
ham, Harper & Steers Advertising, Inc.,
talks about communicating with
employes as benefits “customers.”
10:45 am: Concurrent Sessions. Attend
the one of your choice to discuss
specific challenges in depth.

* Packaging Your Communications—
Media And Their Uses. Judith A. Karam,
President, Karam & Versch.

» How To Avoid Litigation Arising From
Language. Robert W. Ridley, Partner,
Forster, Gemmill & Farmer.

¢ The Potential For Generic Communi-
cations. John Kerney, Jr. and Robert J.
Ellis, Communications Consultant,
Eastern Division, William M. Mercer Inc.
12:45 pm: Luncheon/Program Screen-
ing. View audio-visual entries to Bl's

Awards Competitionaslunchconcludes.

2:00 pm: Daring To Say it 'Right And

Daring NOT To Say It At All. Audrey

Casseday, Public Information Special-
ist, Pension Benefit Guaranty Corp.,
discuss the language of benefit
communications.

3:15 pm: Concurrent Sessions. Repeat
of momning sessions; attend the ane
of your choice.
5:15 pm: Reception.
TUESDAY, December 4

8:15 am: Coffee, rolls and review BI
competition entries materials.

9:00 am: How To Make A Successful
Benefits Presentation. John A.
Connellan, President, The Executive
Technique, tells how to utilize personal
presentations as “selling” opportunities.
12:00 noon: Luncheon/Program
Screening. View additional audio-visual
program entries.

1:30 pm: The Mechanics Of Putting
Your Program Together. Three con-
secutive general sessions on specific
areas of program implementation.

® Tailoring The Program To Your Com-
pany. Philip Murphy and William S.
Miller, Employe Communications
Specialists, Emcom Group Inc.

» Developing The Graphic Approach/
Working With Suppliers. Peter Iversen.
¢ Developing A 5-Year Communica-
tions Program. Curtis L. Snodgrass,
Vice President, Principal, Towers, Per-
rin, Forster & Crosby.

4:30 pm: Discussion & Questions.
WEDNESDAY, December 5

9:00 am: You Be The Judge. Herbert

Zeltner, Group Vice President, Crain
Communications Inc., evaluates com-
munications programs along ‘with a

Zale Cramer, Staff Assistant, Office of  Panel of registrants and speakers.
Program Operations, and Sarah W.  12:00 noon: Adjournment. ‘
----—--------------_-_--------

Y : Please enroll me and my associates in the Business
Y ; ' Insurance Employe Benefit Communications
 H Conference.

-Enclosed is a check for'$ O Bill me
{Make check payable to: Crain Educational Division. Mail with coupon today to: Crain
Educational Division, 74D Rush St. Chicago, IL 60611) !
Full
MName
Fist Mddie initial Last
Tite:
Company
Mame
Business
Address
City State Zip
Phone
{(Area Code)
Name Title
Name Title
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Rock groups play specialty plan tune

By MARY ELLEN McKEE

CHICAGO—Rock and roll mu-
sicians may swing in loose and
freewheeling circles, but they keep
their insurance plans tight as a
drum.

Brokers and underwriters, spe-
cializing in entertainment insur-
ance, eagerly discuss the score of
risks for which rock and roll musi-
cians are insured, but refuse to ex-
plain how and for what pr

“Client confidentiality and the
vast diversity of insurance pro-
grams for the individual band, its
management company and its con-
cert promoter(s) seal the lips of
many insuranc people,”
plained Williar Robertson.
15-year entertainment sp
at Lloy ; of London.
Brothers’s clients include
The Who; Em 1,
Palmer; Fleetwood Mac; J "0
Tull; Wings; The Tubes, and for-
merly, the Beatles

Also
ment ris
surance Co.,
the specific

Mo
mit that m

ng enter
s Fireman’s Fund In-
but equally silent on

sts ad-
sive to the

i £ Re =4
Good crowd control is required
by insurers for in-tune insurance
coverage for rock concerts.

offbeat ex

sures of the rock :

quest

When Janis J«
ar at a Fillr
she
boogying

tra hired a man symphony
O stra to tour with it, the musi-

Adams 1
such |
headliners as The Rolling Stones: |

cal instruments were covered any- |

where they traveled and the classi-
cal musicians were entitled to
workers compensation.

e When one of the caterers of a
lavish backstage bash for the Roll-
ing Stones slipped while serving
the hors d’ oeuvres, he was also
covered under a workers compen-
sation policy, compliments of the
band’s U.S. promoter.

¢ WhenJimmy Page of Led Zep-
pelin was seriously injured in a car

SPECIAL RISKS

accider:1, leaving him unable to
perform or cut a record for two
years or write musie for 13 months,
his management company, the mu-
sic publ:shing company, the record

company and pramoter recovered
same of the money they lost while
he was recuperating.

e When a mamber of Kiss
breathes fire, the band, the instru-
ments, the actual stage and the au-
dience are covered.

e If the sequined wardrobe of

Kiss is damaged in econeert or in

transit, the band collects.

e When Bruce Springsteen
finisaes off his concerts with a leap
on the piano, the piano or anyone
hurt from the stuat is covered.

e 1f Pink Floyd incites a crowd
to rush the stage, causing damage
to concert hall property or injury to
a member of the kand or audience,

At UAC, adjusters study basic anatomy. It is one of a
number of coursas that helps them evaluate and report
claims accurately.

The training of a UAC adjuster begins with classes at

local otfices.

It zdvances to specialized courses at the Insurance
Institute of America. And continues with courses at our
own Training and Educational Center in Glens Falls. N.Y.

Our training programs are one more example of our

commitment to providing the bes: claims handling

service in the country.

UAC: More than 4 000 well-trained people in over 300
ocations ready to give you prompt, professional claims
nandling service. And now offerirg specialized marine
adjusting services through our new subsidiary, USP&I.

the band’s manager and concert
promoter are covered.

All risk coverage for the musical
instruments, sound or lighting
equipment is very common and
usually purchased by the band or
its management company. General
liability and property policies are
taken out by the concert pro-




moters. But the limits of the gen-
eral liability are determined by the
owners of the concert theatres or
open air spaces where the band
will play.

A promoter cannot reserve a the-
atre or public grounds without pre-
senting the owner with a certificate
of insurance within the limits set
by that owner, said Mr. Reider of
American National.

The owner of the Auditorium
Theatre in Chicago requires all

bands to purchase at least $200,000
in general liability coverage.
Owners of the Uptown Theatre, be-
coming a favorite showecase for
rock and roll groups appearing in
Chicago, requires a promoter to
purchase at least $100,000 in gen-
eral liability coverage.

“Most bands and their promoters
buy only what they have to,” ad-
mitted Mr. Straus of M.D.M. Asso-
ciates.

But Mr. Reider of American Na-
tional finds the exact opposite is

o

-~
Sha e ‘a@e 5

happening. “The longer a band and a
promoter stay in the business, the
more sophistication they acquire
about insurance. There are many
bands that have been alive and
kicking for more than five years
and promoters who have been
operating for at least 15 years,” Mr.
Reider countered. “I wouldn’t be
surprised if some of them know as
much as I do about pounding outa
good responsible program,” said
the 15-year entertainment insur-
ance veteran.

For a free copy of our new Directory of Service
Locatians, contact: J. A. MclLain, Jr., National Marketing
Manager, Underwriters Adjusting Company, 80 Maiden

Lane, NewYork, N.Y. 10038. Telephone {212) 374-3874.

a subsidiary of The Conzinental Corporation
We are where you need us.
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Mr. Reider handles the insurance
programs for more than 500 con-
certs each year.

Insurance on the musical instru-
ments, sound equipment and light-
ing equipment being transported
cross country for atour once struck
a sour note among brokers and un-
derwriters. Today, few bands have
any problem getting the coverage.
“Brokers learned to tailor a pro-
gram to the specific group’s needs
and the bands learned a little loss

control,” said a broker at Horan,
Goldman Cos. Inc. of Philadelphia.
Horan, Goldman brokers most of
the floater policies for most of the
local groups in the Mid-Atlantic
states.

Many companies automatically
excluded coverage on musical
equipment left overnight in a con-
cert hall or in a truck or van. If a
band using Horan, Goldman can
prove they have an alarm system in
the truck or sign a statement say-
ing that the musical equipment
will never be left unattended, they
will be covered at all times, in all
places at “reasonable premiums,”
explained the Horan, Goldman
broker. And bands that have ob-
tained floater policies through
Horan, Goldman are seeing pre-
miums as much as 25% lower then
their colleagues in the Midwest
and West, he boasted.

“I learned from personal experi-
ence that the band values their in-
struments almost as much as their
own lives,” noted the broker,
whose son has performed in a local
rock and roll band for five years.
“They'd sleep with their instru
ments before they'd leave them un-
attended,” he added.

“The trick to handling the nsur-
ance program for the rock and
roller relies very heavily on the in-
formation that an agent or broker is
able to ferret out,” said Mr. Reider
of American National. Unfortuna-
tely 70% of the brokers handling
this kind of business are “little Joe
brokers” who know nothing about
concerts, Mr. Reider complained.
The problems with the coverage
are the result of brokers who don’t
know enough about the business
to ask the right questions rather
than the ban i he added.

An underwriter must know ex-
actly what kind of exposures there
are. He has to know how long the
band will be traveling, the means

tor is whether the management
company or the band itself has con-
trol of the tour.

An underwriter must also know
the ion of the concert, the
number of people expected to
show up, the number of security

rds who will be handling the
control and how many po-
will guide traffic and the
ents.

sks, the past claims
€ a group is vital be-
the broker or underwriter can
se a good program and deter-
mine premiums, Mr. Reider said.
mple, Glen Campbell prob-
sterling 1 experience
because he's so low key he
t incite raucous behavior

even if he fried, he joked.

Pink Floyd, however, is notori-
ous for inciting ever dy to “go
up the wall,” according to Mr.
Reider. Therefore, urity em-
phasized program with sky high
premiums are inevitable, Mr.
Reider added. ]

E/S broker acquired

H&W Insurance Services, a na-
tional excess/surplus lines broker
based in Encino, Calif., has been
acquired by Insurance Manage-
ment Corp. of Richmond, Va.

CLAIM MANAGEMENT
SERVICES

RISK MANAGERS/CAPTIVES/REINSURORS
casualty reserves ® major case e
audit/review e program analysis
e contract adjusting analysis e
e self-insured e aggregate cov-
ers o experienced in Fortune 500
claim programs

John J. O’Connor
B.A., LLLLB, LLA.
Consultant
11 Patrick Lane
Wilton, Connecticut 06897
Phone: (203) 762-9564
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jn/anc! AND Ocean W]arine

FACILITIES AVAILABLE
TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.

100 PARK AVENUE, NEW YORK, N.Y. 10017 e 212—953-0580

' Disability coverage

Policy serves benefits
to injured tennis stars

VIRGINIA BEACH, Va—When 3
a professional tennis player is in- B
jured and can’t play on the tour, he SPl“ClAl" RlSK&
or she is hit with a financial blow
potentially more painful than the has developed an insurance policy

General Managers injury.

NEW YORK MARINE INSURANCE CO.
- Marine Moncagers —

ARK'WRIGHT-BOSTON INSURANCE COMPANY

ARKWRIGHT-BOSTON MANUFACT JRZRS MUTUAL
INS. COMPARY.

EMCASCO INSLRANCE COMPANY

EMPLOYERS MUTUAL CASUALTY COMPANY

GRAPHIC ARTS MUTUAL INSURANCE COMPANY

LUMBER MUTUAL INSURANCE CO.

MERCHANTS MUTUAL INSURANCE COMPANY

MUTUAL FIRE, MARINE & INLAND INS. CO.

NEW HAMPSHIRE MERCHANTS INSURANCE COMPANY
UNION MUTUAL INS. CO. OF PROVIDENCE

UTICA MUTUAL INSURANCE COMPANY

Missing a single major tennis
tournament can cost an injured
player a chance at winning more
than $100,00¢ in championship
money.

But a Virginia Beach insurance
broker has come up with an insur-
ance policy that has aced the high
cost of tennis injuries for one of the
top-ranked players on the pro tour.

Edward K. Phillips of the Pem-
broke Insurance Agency Inc. here

that gives new economic protec-
tion to the stunning 27-year-old
southpaw from Argentina, Guiller-
mos Vilas.

Under the policy, issued by Na-
tional Union Fire Insurance Co. of
Pittsburgh, Mr. Vilas is guaranteed
$5,000 a month for nine months,
following a three-month rehabilita-
tion period, if an injury prevents
him from playing on the profes-
sional tour.

Ifthe injury remainsat the end of

the nine-month period, the bene-
fits would continue at a rate of
$100,000 a year for up to five years.

The annual premium for the spe-
cial disability policy is $4,881.85, a
fraction of what Mr. Vilas has col-
lected in some tournaments.

The disability policy covers on
and off the field injuries. However,
injuries arising out of pre-existing
conditions are not covered.

If Mr. Vilas is injured, his claim
will be evaluated by his own physi-
cian and a physician appointed by
the insurer. If the two physicians
cannot agree about the validity of a
claim, the two doctors would select
a third physician to arbitrate the
claim. The third physician’s deci-
sion would be binding on all par-
ties.

Mr. Phillips developed the dis-
ability policy after Mr. Vilas’s attor-
ney, Tom Betz, approached him,
saying he was concerned that his
client lacked sufficient financial
protection if an injury cut Mr.
Vilas’s playing days short.

“An athlete’s skills are as vital to
his profession as a surgeon’s hands
are to his,” Mr. Phillips says. Dis-
ability insurance is considered a
necessity in the corporate and pro-
fessional world, but professional
athletes and their advisers have of-
ten ignored this form of income
protection, Mr. Phillips said.

Mr. Phillips, who believes dis-
ability income policies for profes-
sional athletes are only in their in-
fancy, is now working on a new
policy providing athletes with
compensation benefits if injuries
cut down on endorsement in-
come. ®

Prudential Re
exec joins
another firm

BOSTON—Ross Cowan, former
vp-facultative at Prudential Rein-
surance Corp. of Newark, has
Jjoined Commercial Union Assur-
ance Cos. as first senior vp.

At Commercial Union, Mr.
Cowan will be in charge of reinsur-
ance, surplus lines and risk man-
agement operations and will also
serve as president of subsidiary
companies in these fields. Mr.
Cowan said he will also advise
Commercial Union on any deci-
sions relating to participation in
the New York Insurance Ex-
change. Commercial Union hasn't
joined the exchange.

Mr. Cowan helped make Pruden-
tial Re one of the nation’s largest
professional reinsurance compa-
nies after six years of operation. He
also helped establish and served as
president of Gibraltar Casualty Co.
and Dryden & Co., Prudential’s
surplus lines insurer and under-
writing management agency cre-
ated earlier this year. =

Muliinaional Insurance Broker




Albert ]J. Tahmoush, Chairman and
CEQO of Frank B. Hall & Co., Inc. with
some of our “neighborhood kids”. In this,
International Year of the Child, we

have millions of good reasons to
continue our growth strategy...

International Y=ar
oftheChid1s78  most are under ten years of age.



Pierre

)

Mohammed,
Chueng,

Hans,
Maria
less .
and A.J.discuss
growth strategy.

Worldwide expansion and refinement. McDonald’s, and PepsiCo,...to mention a few.
Rapid, extensive but carefully planned. Over 5,000 insurance professionals.

To preserve growth opportunities for ~ Over 150 offices. In more than 40 nations.
Pierre and friends. Protecting the firms they We know the people, know the problems.

,Sean,

may someday work for, manage or own. Intimately. |

To better protect and serve our Frank B. Hall & Co. A major influ-
worldly clients. Occidental Petroleum, ITT, ence in every world marketplace. Ready to
Pan American, Raytheon, Ringling Bros., preserve and protect your tomorrows...today.

ﬁf 3 Frank B. Hall & Co.

7/l International Insurance Brokers
We make your world safe. You make us world-famous.
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Just a prop

It may be the world’s most famous
robot, but to 20th Century Fox’s in-
surance department, R2-D2 (or
Artoo-Detoo) is just a prop.

The pint-sized android whose ex-
ploits delighted millions in the mo-
tion picture “Star Wars,” is just a list-
ing on 20th Century’s property insur-
ance schedule, treated no differently
than any other building content, ex-
plained an aide in the corporate in-
surance department.

The film corporation’s property in-
surance is underwritten by Lloyd’s of
London for coverage of $2 million per
occurrence with a $25,000 deducti-
ble.

Photo: 20th Century Fox

Robots delight risk managers
as well as sci-fi followers

By ELLIS SIMON

NEW YORK—Robcts, great pro-
motional gimmicks and handy ad-
ditions to industry, are an insur-
ance manager’s delight.

Robot manufacturers boast of no
problems placing product liability
insurance for their machines, al-
though a couple of manufacturers
fold coverage on robots into
broader liability programs under-
written by Bermuda-based cap-
tives.

Promotional robots, like the gi-
ant Coca-Cola can that ice skates
and holds press conferences, nei-
ther demand benefit packages nor
are they enough of a risk to require
insurance like business interrup-

[SPECIAL RISKS

tion coverage should one go flat
and blow the promotion.

In the workplace, where the
most robots are used, robots re-
quire no workers compensation
coverage, no health insurance and
no pensions. And they are used to
perform tasks in environments
that could be dangerous for people.

“You can put a robot into a hos-
tile environment that would be un-
healthy for humans,” said W. Beau-
mont Whitney 111, vp at Alexander
& Alexander. Mr. Whitney has
placed liability insurance on behalf
of Cincinnati-Milacron Inc., a lead-

Rrx DRUG PLAN
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Number one administrator for

prescription drug claims.

Hundreds of the World's largest
organizations, public and private,
provide the PCS Card for 3.5 million
covered individuals. Why? Because
PCS has developed an outstanding
system for administering prescrip-
tion drug plans... including the
people, the computer system, and
the total resources to make it work.

Today, as a Foremost-McKesson
company, you'll find PCS every-
where . .. administering plans for

The Number One Centralized Administrator

major insurance companies, Health
& Welfare Funds, and employers of
all kinds and sizes.

PCS is the number one adminis-
trator of prescription drug benefit
programs; and, has been for more
than a decade. There are several
reasons. One is the growing net-
work of 35,000+ member pharma-
cies in the U.S., Canada, Puerto
Rico and the Virgin Islands. And, in
spite of the literally millions of claims

[ 1 I'd like to get the complete PCS Story BI-3A

'’ Please have a PCS Fepresentative call me for an appointment

constantly flowing from these phar-
macies, PCS has never missed a
payment to its member pharmacies.

The Bottom Line is simply this:
PCS is accurate, fiscally sound, effi-
cient and reliable. The PCS Plan
offers simplicity of use, convenience
and sophisticated cost controls.
And, it's all designed to make your
benefit plans more effective!

To get the complete PCS Story,
please return the coupon. Or, call
Bob Field at (602) 257-1500 today.
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for Prescription Drug Claims Everywhere i
i
i Area Code (
é Name
Title
PHARMACEUTICAL CARD SYSTEM, INC. %
a Foremost-McKesson Company ; Company
Mail to: ©  Address
Robert W. Field. CLU |
Vice President. Sales and Marketing City
Phamaceutical Card System. Inc i
2005 North Central Avenue ! She

Phoenix. AZ 85004

Zip
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ing domestic manufacturer of ro-
bots.

Cincinnati-Milacron’s robots are
among the 3,000 robots used in
U.S. factories, including plants
owned by General Motors, General
Electric and Westinghouse. The
Cincinnati-based manufacturer’s
robots are used for moving parts,
manipulating parts of a machine
and for moving materials from one
location to another.

The robots built by Cincinnati-
Milacron and its competitors are
designed to operate without a per-
son at the controls, says assistant
treasurer Allan Beattie. :

In addition to heavy lifting, these
machines perform such tasks as
welding and spray painting. Typi-
cally the robots cost about $50,000
each, Mr. Beattie added.

Machinery manufacturers pro-
ducing robots can achieve better
overall product liability experi-
ence, Mr. Whitney said: “They are
far safer than the machine tool
equipment manufactured a gener-
ation ago.”

To the extent that robot manu-
facturers self-insure, their product
liability costs are reduced through
the absence of loss, Mr. Whitney
explained. Cincinnati-Milacron as-
sumes the first $1 million in prod-
uct liability losses through its Ber-
muda captive, Cincinnati-Milacron
Assurance Ltd. Excess insurance
of another $24 million is underwrit-
ten by INA, Puritan, First State,
Cal Union, Affiliated FM, National
Union and Prudential.

Prab Conveyers of Kalamazoo,
which also makes industrial ro-
bots, obtains product liability cov-
erage through a group captive,
North American Manufacturers In-
surance Co. of Bermuda. But ro-
bots are covered along with the
firm’s products considered more
hazardous like conveyors, presi-
dent Jack Wallace explained.

Neither Cincinnati-Milacron nor
Prab has been hit yet with product
liability claims on robots. Mr. Wal-
lace, who has been an officer of the
Robot Institute, added he does not
believe there has been a claim
against an industrial robot, al-
though they have been manufac-
tured for at least 20 years.

Losses could result if a worker
standing too closely gets hit by a
robot’s arm or someone gets his
finger caught in a robot’s working
parts, Mr. Wallace acknowledged.

No serious injuries other than a
few run-over toes have occurred at
New York's Citicorp Center, where
a robot traveling along an electri-
fied path delivers mail, said Wil-
liam Burnett of Citibank N.A.'s
risk management department.

The value of the unit would be
less than the bank’s property de-
ductible, he noted. While injuries
to others might present workers
compensation or third-party liabil-
ity claims, that concern would be
minimal on the worldwide expo-
sure of the multibillion-dollar con-
cern, Mr. Burnett explained.

At Westinghouse, if a robot
malfunctioned in a plant and
caused damage, it would probably
be recognized as one of the costs of
doing business, said a staff assis-
tant in the insurance department.
“It’s not an item we'd consider in-
suring and it's never been the sub-
Ject of concern,” he said.

Sometimes, corporate risk man-
agers are not even told that their
employers own robots. The Coca-
Cola Co. insurance manager, W.H.
Quay, said he learned from a news-
paper article that his company and
its network of bottlers had a team
of promotional robots deployed
worldwide. u
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God

underwrites

insurance policies
for arboretums

By ELLIS SIMON

NEW YORK—Only God can make a tree and only God. can replace one.
otanical gardens and arboretums don’t insure against financial losses
_aat could result from destruction of their plants. Although some have

suffered damage from windstorms and other
causes, arboretums and botanical gardens generally
choose to self-insure.

“We never even thought of insuring our collec-
tions,” said Marion Hall, director of Morton Arbore-
tum of Lisle, Ill. Dr. Hall said he was not aware of
any arboretum or botanical garden insuring its
plants, adding that he doubted whether coverage

T & could even be purchased.

other

ﬂ(r;-

; cessfully replant-
/ ed onto the Long
Island and Con-
necticut estates of

" New
coons,
Phipps,

which

i said Dr.

ago,

N

¥ would be expensive,”
4¥ Longwood Gar-
‘l'/ dens of Kennett
Square, Pa., an-

ll 5 “Being
f/ ¥ youcan keep the money
and if you lose a tree,
you can replace it.”
]\ \r} At Morton, funds are
i set aside, however, to pay
W for replanting trees and
shrubs lost each year, Dr.
{ Hall said. But replacing 70-
i or80-year-old trees isnota
“N simple matter.

Vanderbilts, but the art
is a lost one, said Carl
Totemeier,
0ld Westbury Gardens
of Old Westbury, N.Y.,

Phipps family estate.

“A real large tree can-
not be replaced by any- -
one except God,” Long-
wood Gardens’ Mr.
Miller said.

Arboreal
can be appraised, how-
ever. The International

Society of Arboricul-

ture has established
precise

\ for evaluating plant-

ings that have been

accepted in court,

Arboretum.
A tornado hit Morton
Arboretum two years

/!r

least 100 trees in-

“There are too many vanables involved such as
insects, fungus and disease.”

“Paying large premiums to an insurance company

said Everett Miller, director of
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With fraudulent or ques-
tionable claims on the increase,
insurance companies and self-

insurers are calling on Pinkertcn

Founded in 1850, we wer=
America's first private investiga-

N'TSETILE
_ WITHOUT PINKERTON.

mr.edical or autopsy reports.

motor vehicle recorcs. Serve
subpoenas. Run activ:ty checxs
and backgrour.c. investigations.
Most important, Pinkerton
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investigator to th= job. Vital
wher. there are languzge ba=-
riers or other sensitive relation-
ships involved.

With over 10C Pinkerton
8 off:ces throughout the U S.
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ycur investigation out of town.
It's Pinkerton, not sorae referral
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WE MINIMIZE
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Because it's Pinkerton, you
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ha f, Our investigators are pro-
fessionals. Their actions are

‘We search credit court, and
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tion against inadvertent errors.

PINKERTON
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With Pinkerton's facts, you'll
settle legitimate claims qu1ckly
and out of court. But when you
do go to court, you'll find
Pinkerton credibility and testi-
mony highly respected by judge
and jury alike.
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-how Pinkerton can help you
settle claims equitably, with less
rief, mail the coupon below.
ou'l sleep better if you do.

- Pinkerton's Inc., 100 Church 1«
Street, New York, N.Y. 10007
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Cable TV stations
tune out Iinsurance
for extended outage

By JERRY GEISEL

WASHINGTON—When a fear-
some tornado whipped through
Centralia, Ill., several years ago, the
local cable television station was
left in a shambles.

The transmission tower toppled
over, cutting off service. But in five
or six hours with the aid of some
diesel generators, Sullivan Cable-
vision was back on the air beaming
programs to central Illinois sub-
scribers, former station manager
Shirley Watson recalled.

Cable television’s ability to

THE TRAVELERS KEEPS
WRITING THE STORY
ON GOST GONTAINMENT.

And it keeps getting better!

We've been practicing
Health Care Cost containment for
years, through programs like
Coordination of Benefits and effective
claims administration.

But we are also constantly improv-
ing our cost containment program. Each
time we implement new ways to help
control or reduce the costs of medical
care, our story changes for the better.

As we support new programs such
as Second Surgical Opinion, health
promotion and hospital utilization re-
view, we revise our 15-minute audio-

The Travelers Insurance Company and its Affiliated Companies,

One Tower Square, Hartford, Conn. 06115

visual presentation on Travelers
initiatives in cost containment.

We'd be very pleased to show it to
you, and review our complete Cost Con-
tainment program. For more informa-
tion, contact your nearest Travelers
Group representative. Or write to:
Travelers Group Department (Field Op-
erations) 11MS, in Hartford.

The Travelers Cost Containment
Story. It keeps getting better.

The Travelers Group Department

offering professional products, services . . .

and the people to support them.

THE TRAVELERS

|SPECIAL RISKS

bounce back even after being hit
with the worst Mother Nature car
dish up is the reason most cabls
station operators can tune outbus’
ness interruption insurance.

Business interruption insuranc
to protect against the loss of rev
nue to a cable TV station fro
cut off transmissions is about
necessary as static because p
gramming interruptions are so fi
and of such short duration, say «
ble television executives.

“Even when a hurricane moves
into an area and the system has
problems, we're usually able to re-
vive the system in less than a
week,” says Kevin Coyle, manager
of financial analysis for American
Television & Communications in
Englewood, Colo., which is self-
insured for business interruption.
“I can't imagine any major reduc-
tion of income for an extended pe-
riod of time.”

“The occurrence of an extended
outage is so rare that no one would
even think of buying insurance
against it,”” says Anthony Eposito,
executive director of the New York
State Cable Television Assn.

Things weren’'t always that way.
When ecable television was in its in-
fancy in the early 1960s, some
banks required station owners to
purchase business interruption in-
surance before the cautious
lenders would approve loans to the
cable entrepreneurs, says Ben C.
Doherty IIl of Doherty & Co., a
Dallas-based broker that special-
izes in serving cable television.

While banks no longer impose
such requirements, a reflection of
the $1.5 billion industry’s growing
financial stability, some station op-
erators, particularly small “Mom
and Pop" operations with finanecial
debts bearing high interest rates on
new equipment, continue to pur-
chase business interruption cover.

Typically, the business interrup-
tion cover is added as an endorse-
ment to the physicaldamage insur-
ance stations purchase to protect
their transmitting equipment.

The basic rate for a business in-
terruption endorsement is 50 cents
per $100 of revenue, Mr. Doherty
said. So a firm with annual reve-
nues of $1 million that wanted to
cover loss of subscriber revenues
for six months might pay a pré
mium of $2,500.

However, the actual premium z
cable television station would pay
depends on such variables as th:
size and background of its staff, its
prior on-air reliability and the
amount of backup equipment. A
business interruption policy would
pay losses after 30 days from the
time the station stopped operating,
Mr. Dohertv said.

Mr. Doherty said he never has
seen a case where the insurer had,
to pay a business interruption loss.

Although business interruption
insurance presents no problems to
cable station operators, some local
agents have had trouble obtaining
performance bonds for smaller ca-
ble stations.

To combat this problem, Smith-
Sternau Organization Inc., a
wholly owned subsidiary of Marsh
& McLennan, has been retained by
the National Cable Television
Assn. to assist cable station's
agents in obtaining the necessary
bonding covers, said P. Allen Ha-
ney, an assistant vp in Smith
Sternau’s Washington office. .
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Disability cover goes to bat for ball clubs

By LEN STRAZEWSKI

BOSTON, Mass.—If Pete Rose
chokes on his sushi during his
coming exhibition tour of Japan
and misses the 1980 baseball sea-
son, the Philadephia Phillies will
be financially compensated.

Mr. Rose, who is joining 40 other
National and American League
baseball stars for an exhibition
tour to Japan this winter, will be
covered under a special umbrella
policy that includes coverage for
permanent and temporary disabil-
ity, medical expenses and acciden-
tal death to an aggregate limit of
$25 million for the three-week,
nine-game series,

The package plan, underwritten |
by International Accident Facili- i
reinsured with
Lloyd’s of London, protects base- |

ties Ine. and

ball club owners from loss of their

SPECIAL RISKS

fielder Jim Rice, turned down the
winter exhibition. But he has re-
cently acquired a special $3 million
disability policy of his own, pur-
chased for him by the Red Sox as

part of his contract negotiation.
The personal policy, also under-
written by International Accident
Facilities, provides that Mr. Rice
would be paid $3 million and re-
leased from his long-term contract
ifdisabled. The Red Sox, whose ac-
tual contract with M-. Rice totals
nearly S84 million, would be re-

leased from all liability.

But Mr. Rice is only covered so
long as he stays in the major
leagues with a top flight club, ac-
cording to Mr. Skingsley.

“If he went to some Mickey
Mouse club we would consider
that all the risks have changed,” he
said, “and the policy would be

voided.”

Unlike other disability contracts
on sports sters, the Rice policy pro-
vides payment to the player di-
rectlv, not to the baseball clubs,
though the Red Sox pay all the pre-
miums,

IAF, however, declined to reveal
the costs of the coverage. L]

- Insure withThe Slip.

players on the tour. It also picks up |

the slack in any disability policies
the clubs may have on their play-

ers, said IAF executive vp John A. |

Skingsley.

“This is the first time a sports
package policy like this has ever
been written,” he said, “and we
hope that this Japanese tour turns
into an annual event.”

The program, purchased by the
Major League Baseball Promo-
tions Corp., a company held by the
National and American League
baseball club owners, was placed
by Boston brokers Kaler, Carney
Liffler & Co. It is costing the
owners “in excess of $100,000,” Mr.
Skingsley said.

The individual baseball clubs
would be compensated for the
whole of their contracts with the
players if the players are per-
manently disabled from playing
baseball in Japan. Some players,
like Mr. Rose, also have an addi-
tional $200,000 “key man” cover-
age to help supplement the promo-
tional loss of a star.

If a player is temporarily dis-
abled, the club would receive com-
pensation for each game the player
misses, based on the player’s salary
divided by 162 games.

And if Mr. Rose, or another star
including Chicago Cub Dave
Kingman, California Angel Rod
Carew, L.A. Dodger Steve Garvey
and Carl Yastrzemski of the Bos-
ton Red Sox, needs help settling
the Japanese food, medical ex-
penses off the field are included.

Planning the program was no
easy win for the broker and under-
writer, explains Mr. Skingsley, be-
cause the individual club insur-
ance on players (a more common
occurrence these days) had to be
evaluated to prevent overlapping
coverage and extra costs.

Rating, in particular, wasa prob-
lem “because there really are no set
guidelines for these sports disabil-
ity coverages,” Mr. Skingsley ex-
plained. “And the needs of each
ballplayer have to be evaluated ac-
cording to dozens of factors, in-
cluding his contract, position,
age ... This is a one-time special
risk and there’s no reason it could
ever be rated the same way again,”
said Mr. Skingsley.

IAF, however, may have the op-
portunity to do the job again next
year if the four is a success, but the
rating and research, which took be-
tween two and three months,
would have to start again. One dif-
ferent player would create a whole
new risk.

One of the baseball stars invited
on the tour, Boston Red Sox left

Scholarship fund

More than $23,000 has been dona-
ted to the Leyton B. Hunter Schol-
arship Fund for advanced studies
in insurance and risk management
at Georgia State University,
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Some marathon sponsors run
long and hard for insurance

By MARGARET LeROUX

SAN FRANCISCO—For some
sponsors of races and marathons,
obtaining sufficient liability cover-
age is comparable to “hitting the
wall” after 20 miles of running:
They can’t seem to get enough to
pull them through.

But others involved in races and
athletic events handle liability

problems with the seeming ease of

the airborne stride of marathon
champion Bill Rodgers.

Roadrunners of America, a na-
tionwide association of more than
200 running clubs, for example, of-
fers individual chapters a $1 mil-
lion liability policy that includes
participant liability as well as
third-party liability.

The policy covers about 65% of
Roadrunners chapters and is avail-
able “at unbelievably reasonable
rates,” said Lester Seasongood,
broker with Reed, Shaw Sten-
house in St. Louis, who arranged
the insurance plan.

Mr. Seasongood acknowledged
that “ordinarily it's very difficult to
obtain coverage that includes par-
ticipantliability.” But during nego-
tiations with several underwriters,
the Roadrunners’ “good track rec-
ord of no claims"” was emphasized,
he said.

The Roadrunners convineced
CNA their races were well
managed and coverage on a per
race occurrence basis was ar-
ranged. Premiums are based on the
type of event, from fun runs to mar-
athons, and the number of partici-
pants.

The American Athletic Union,
however, finds the liability insur-
ance problem a major concern and
the association is currently nego-
tiating with underwriters in an at-

(Group health\

INDIANAPOLIS, Ind.—
Though beset with prob-
lems in obtaining sufficient
liability insurance, the
American Athletic Union in-
troduced a group health in-
surance plan for all its ath-
letes early this year.

The policy provides acci-
dent and health coverage in
addition to any other insur-
ance an athlete might have,
up to $1,000. Underwritten
by American Home Insur-
ance Co., it includes a $25
deductible. : ,

The advantage to AAU
athletes is the coverage is
available for an annual rate
of $3. “For some of our ath-
letes, it’s the only accident
or health coverage they
have,” a spokesman for the
AAU said. :

“In the past, we were only
able to provide practice cov-
erage for swimmers,” he
continued, “but since we ne-
gotiated the new policy with
American Home, we were
able to provide practice cov-
erage for everyone.”

The AAU spokesman said
the policy has precluded se-
rious liability claims. ‘A
good accident policy pre-
vents a lot of claims,” he
said. “If people are treated
fairly and their injuries
taken care of, they aren’t
1

J

C:ely to sue”’

[smzcmL RISKS

tempt to upgrade its coverage.

The AAU does have = $1.5 mil
lion corporate liability insurance
policy, but it does not include par-
ticipant liab.lity. For individual
AAU sanctioned events. corporate
headquarters prefers that local
chapters or sponsors ar=ange their
own insurance, includir = the AAU
as a named policyholde: on the pol-
icy.

Where this is not possible, an
AAU spokesman said, “We include
the local sponsor on a special pur-
pose endorsement to our liability
policy.”

While <ke Roadrunners are in-
volved only in foot racing events,
the AAU sar.ctions some 22 ath-
letic events and
bobsledding; baton
weightlifting.

Spokesmen for the two assoc:a-

tions acinowledged no great ri-
valry between them, but the New
York chzypter of the Roadrunners,
the associaticn’s oldest group, was
caught between their nationa. as-
sociation and the AAU :n establish-
ing coverage for the New York
Marathon.

Peter Roth, treasurer for the New
York Rcardrunners, said the na-
tional association haid indicated

eight olymrgic 2
sports ranging from swimming to !
*wirling to &

In the Ride and Tie race sponsored by Levi Strauss, teams alternate
running and horseback riding for 25 to 35 miles.

they would not cover the mara-
thon, which is an AAU sanctioned
event.

Mr. Roth said the New York
chapter is considering legal action

against the national association for
disallowing coverage. In the mean-
time, the chapter has arranged its
own liability insurance through
New York broker Leonard New-

Inventive minds make

better products.

Developing new and better prod-
ucts demands insight, know-how,

and practical imagination. Swett &
Crawford has been doing just that
in excess and surplus lines cov-
erage for over fifty years.

A lot has changed in that time.

There are newer, faster and better

Offices in: Atlanta, Boston, Chicago, Columbus, Dallas, Greensboro, Greenwich, Honolulu,
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man ‘“‘and it is costing us sev
times what the national Road
ners poli s,”” Mr. Roth said.
The policy covers all New York
Roadrunners events. “We’d rather e A 5 i i3 &
spend the money and be secure we 8 ' : e L : : : o - - An extr?‘ declarat!o_n
have the coverage,” he added. | ; b : 5 G ; it .- - on Levi’'s domestic
Although marathons seem to : 2 e ) i : B " general liability policy
command more media attention i ] with The Home Insur-
than other running events, there ance Co. covers expo-

are hundreds more, from mile-long sures for the Ride and
fun runs to 20 kilometer races, be-

- : . : - - - Tie race in San Fran-
Ill’é run every weekend ofthe year. 4 | : _ ~ cisco, including inju-

California is where the lion’s : " : : : i Nesilo the horses_ and
share of races and marathons oc- . ! ' : damage to the helicop-
cur. Runner’s World magazine lis- ters that monitor the
ted seven marathons, 19 races and - : ¥ o - race.

46 fun run 1eduled to take place y
in California in October and No-
vember.

The magazi onsors several
running events including an an-
nual New Year's Eve midnight run
and is covered by a liability policy Races are covered on an indivi broker with K&F Insurance in which made national news in its
under\uitten ireat Southwes al basis, usually to limits of Campbell, Calif., whichhandles in- dlnhtv are 1u1ullt’d by cities where battle against joggers in the city
ern Fire & Casus Co.,a member 0,000, and participant liabilityis surance for World Publications Runnex s World events are held, streets, required a liabil insur-
of the Sentry (Jl‘oup. not included, said Gary Swansc Ine., publishers of Runrer’'s World. ranson said. Los Altos, ance certificate of $2 million, while

other Northern California cities
such as Berkeley and San Fran-
cisco require $1 million limits of li-
: ty.

yme race sponsors include the
events in their general liability pol-

Photo: Ra; Scotty” Morris

ways of doing business. In every including: directors' and officers’ : Caeie

business. liability; course of construction: , Sp-'ms sy S e
But the more things change, the  product liability; permanent prop- ;

more important those things that erty; and umbrella liability. : with a lucal dm station into its

don't change become. Like the Business keeps inventing new SLU ett E\J'Cra.LUfOfd comiprelonsive genonil Hability

: : policy with CNA Insurance Co.
process we use to dig out facts, ways to do business. At Swett & The coverage doesn’t include par-

identify all the variables, and de- Crawford, we keep inventing new a subsidiary of The Continental Corporation ticipant liability for the 7.9 mile

. P st g from the San Francisco Bay
velop the new types of insurance ways to cover their risks. 4201 Wilshire Boulevard Bridge to the Golden Gate Bridge

programs you need for your clients. Los Angeles, California 90010
Right now, we're custom design-
A8 EENENOUOD W SR HEas. newspaper also includes liability
for the fa d sponsors, the
Bay to Breakers 7.8 mile run from
San Francisco Bay through the city
to the ocean, in its general liability
insm'ance programi.
Atthe Hearst Corp. headquart
in New York, insura adminis
trator Paul Cashin explained that
the publishing compar eral
liability policy with the Hartford
Insurance Co. included a special
endorsement for the Bay to
Breakers run.

Levi Strauss & Co. in San Fran-
cisco sponsors the most unusual
running event on the West Coast:
the Ride and Tie race in which
teams of two runners alternate
horseback riding and running dur-
ing a 25 to 35 mile trek. An extr:

: ation on Levi's domestic
general liability policy with The
Home Insurance Co. covers ex
sures, including injuries to the
horses and helicopters that moni-
tor the race, said Tina Haley, assis-
tant director of risk and insurance
management.

The ymbination horseback and

race began in England in
the 18th century and Bud Johns,
Levi Strauss vp of communica
tions, originated the West Coast
version in 1971.

Levi’s took the race back to its
source, sponsoring its first Ride
and T'ie in Great Britain in Septem-
ber. Liability coverage for that
race was included in the jeans
manufaecturer’'s overseas policy
with AFIA. L]

Higher loss figure

estimated insured losses from
w , tornadoes and flooding
which struck parts of five states
Sept. 18-23 have been increased to
$14.1 million from $6.39 million by
the American Insurance Assn. The
Houston, Los Angeles, New Orleans, New York, Portland, San Diego, San Francisco, Seattle, Toronto ‘“]d't”’"‘”Iﬁ;}'{?j:;" ‘(’;.C“'red Sept.
o U
rolina and
storm also struck Texa
siana. The damag
not include losses covered under
the National Flood Insurance Pro-
gram. Insurance Services Office as-
©1979 signed the storm Catastrophe
Number 30.
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This gold plate is only one of the 413 pieces of a traveling Soviet
exhibit sponsored by Control Data.

Soviet collection

Control Data paints picture
of insurance for art exhibit

By JOHN MAES

MINNEAPOLIS—Protecting a
$100 milion art collection moving
several -kousand miles across two
continents paints an insurance
challenge few risk managers en-
counter

But Rozert Abrahamson and h:s
seven-p2rson corporate risk man-
agement staff at Control Data
Corp. hare are in the thick of a--
ranging insurance and -ackling
safety problams for tae May 1980
arrival oI 413 artifacts from the
Hermitzge Museum in the Soviet
Union.

@m«:cmr, RISKS

Control Data is sponsoring the
prcject to bring the collection to
tae U.S. for exhibits in Washing-
tor, D.C., New York, Detroit, Los
Angeles and Minneapolis over a
two-year period. Cortrol Data is
financing the move of the exhibit
as part of a deal that w:ll eventually
lead to the sale of a Coatrol Data
computer to the Soviets, which the
Hearmitage museum will use to in-
ventory its art objects.

Control Data wil ultimately

may be wi

to take chances with your own money.
But trust your pension funds

to NWNL.

Youdon't have to taxe risks to geta high interest

raze for group retivement plans.

NWNL offers one cf the highest new money interest
razes evzilable thrcugh our group anauity investment
contract. We also orfer the security of guaranteed princi-
pal, guaranteed annuity rates and ortional guaranteed
in-erest backed by a sclid corporate history and more

than a billion dollars in assets.

Our new money rzte for 1978 is 9.19%— sub-
startially higher than the industry ave-age. Our

grarznteed rate is up to 9.50%.

For financial and cther informztion about NWNL

Minnescta 55440.

and our group annuity investrent contracts, )
write Giany Charkoneau, NWXNL, Box 20, Minneapolis,

spend about $1 million to insure,
transport and protect the exhibit,
but will recoup some of the ex-
penses from admissions to the dis-
plays in various cities and from
publishing and souvenir ventures
associated with the tour.

Although some risk managers
may think the insuring of an art ex-
hibit is a highly unusual project,
Mr. Abrahamson said it involves a
lot of routine risk management
practices and is not too unlike
other insurance matters he's
handled at the computer and fi-
nance company,

Preparing for the transportation
and arrival of the exhibit has been
no small task for the corporation.
Much of the work centers on set-
ting up an insurance program and
addressing the various safety and
security problems that go with
moving the precious exhibit,
which includes paintings by Titian,
Rubens and Van Dyck along with
sculptures, etchings and tapes-
tries.

Insurance arrangements are still
being conducted and “nothing’s
been concluded,” said Mr. Abra-
hamson. The negotiations include
the Soviet insurance company, In-
gosstrahk, along with Lloyd's of
London and American companies.
“One or more of those could be in-
volved” in the insurance package,
Mr. Abrahamson said.

The company will apply to the
National Endowment for the Arts
for financial aid to pay insurance
costs. The foundation, which allo-
cates money each year to help in-
sure touring art exhibits, has indi-
cated it may have some funds avail-
able for the Hermitage project by
mid-1980, Mr. Abrahamson said.

Art objects moved from one
country to another are insured un-
der general marine-aviation poli-
cies, but each policy “must be
tailored for the specific exhibit,”
Mr. Abrahamson said.

Because the arrangements are
pending, Mr. Abrahamson would
not say if the coverage for the trans- -
oceanic journey would be coor-
dinated in the same package with
coverage for the collection while it
is touring the U.S.

Aeroflot, the Soviet national air-
line, will probably transport the
collection to the U.S. from Lenin-
grad. Underwriters will probably
insist the collection be transported
in more than one aircraft to spread
the risk, he added.

Control Data’s traffic depart-
ment is to supervise the movement
of the collection while it is in the
U.S,, but Mr. Abrahamson said the
mode of transportation from city to
city has not yet been chosen. The
company is weighing the compara-
tive risks of transporting the ex-
hibit by truck, where the chances
of an accident are greater, or by air,
where the potential for a cata-
strophic loss is greater, he said.

Curators from the Hermitage,
from the host museums and Con-
trol Data personnel will oversee
the meticulous pre-shipment pack-
aging of the pieces as well as load-
ing and unloading. A security de-
tail will also be on hand during
those phases of shipment. While on
display at the individual museums,
the institution’s own security
forces will guard the exhibit.

“We've spent a lot of time with
(the project) and we will be for the
next few months,” Mr. Abraham-
son said. Dennis Ness, manager of
administration, has been “very in-
strumental in the overall negotia-
tions.” n



The fastest growing crime in the United States isn’t

murder or armed robbery. It's arson. People setting fires

~for thrills, spite, revenge, or profit. Last year, the loss in
- terms of property came to more than one billion dollars.
_An increase of more than 500% in the last ten years.

As one of America’s largest loss prevention insurers,
Arkwright-Boston is putting these fires out. By helping
“insureds spot vulnerable areas like yard storage, idle
buildings, warehouse areas. And helping them protect
ese areas with strengthened sprinklers and security.
~ And through the Factory Mutual System, we're
il members of the Committee to Combat Arson.
A group that pools anti-arson data and technical
e know-how, and provides
assistance to those working
towards its prevention and
control. At Arkwright-
Boston, we're working hard
- to take the profit out of arson.
Arkwright-Boston.
We do it better, because
we do it right.

ARKWRIGHT-
BOSTON
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Fnancial
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In Business Insurance

An INA Series.

s A multinational firm, according to William L. Mather, Ad-
ministrator of Risk Management for The Gillette Company,
doesn’t necessarily have to buy all its overseas property coverage at
high local rates.

In Gillette’s case, when. the company determines that an
overseas exposure is costing more than a compa-
rable U.S. exposure (.20-per-$100, for example,

Cost analysis as opposed to .10-per-$100), corrective measures
tells us when to ¢ t;aken. “In counEries which permit _the prac- -
go offshore. tblce, says Mather, “we export the reinsurance
ey ack to our foshore captive” |

An admitted national carrier writes the ba-

sic property coverage for Gillette at prevailing

rates — assuring that the policy is in compliance with local laws and

regulations. But the carrier retains only part of the risk, with the

<ty majority being reinsured by the Gillette captive.

(A e e When the two premiums are averaged, the high rate of

"*.20-per-$100 can be substantially reduced. Mather sees this as a viable way of smoothing out
differentials between U.S. and overseas property-coverage costs.

Inflationary pressures continue to push employee benefit costs higher and higher. Outlook
for a slackening of this trend is doubtful, but one hopeful sign exists in a mechanism for
controlling the rate of growth of these costs. From the corporate standpoint, flexibility in
cash-flow management and investment return are additional advantages.

The Carborundum Company now self insures medical, surgical and death-benefit programs
for over 3,000 salaried employees in the U.S. “Our cost increases” says Edith Lichota, Assistant
Ireasurer of Insurance and Benefits, “have beaten the inflation statistics in this area by one-third
to one-half?”

Operating under a federally approved Trust arrangement, the plan can be funded on a




current basis — or, alternatively, be pre-
funded.. In the latter case: no impact on

"'* Keeping our P&L. Additionally, tax-exempt interest
- f Junding options generated in the Trust reduces corporate ex-
N e ontff A wide open. penses or accumulates as a funding reserve.

' - ~Carborundum’s Lichota Ms. Lichota sums up: “We've got an ef-

fective vehicle from the benefits viewpoint
and the Treasurers”

A brokerage firm reports that a large conglomerate’s
insurance department recently implemented two “opposing”
money-management plans — with excellent results. Manage-

ment had requested that department heads seek operating tax

: write-offs through purchases and capital investment. At the same

*."  time, strong cash-flow positions were to be maintained.

| David Holbrook, Senior Vice President of
Marsh & Mclennan, commented: “By
going into the market at the right mo-
ment, the conglomerate bought property
coverages at as large a premium as could be
justified” This satisfied the write-off goal.

Concurrently, M&M worked out a

“financing program,” as Holbrook called it, for

the company’s workers

. compensation. It involved

relatively small monthly pay- We went in

ments backed by a letter of credit  fpo directions
guaranteeing the carrier future at once.
premiums plus loss-adjustments. Ty T

Large amounts of cash were retained by Holbrook
the company in the same year it achieved

a major write-off on insurance purchases.

The dynamics of business insurance have never
been more complex. Opportunities to improve finan-
cial performance by sharpening strategies have never
been greater. Know-how, experience and resources are
crucial. So is the willingness to innovate. No company
has more impressive credentials in these areas than INA. If you have a concept or a problem to
discuss, or if youd like to review new developments in this field, INA’s Property-Casualty
Insurance Group can be of special help. Write to John R. Cox, President, Insurance Company of
North America, 1600 Aich Street,.Philadelphia, PA 19101 or call (215) 241-2729.

The resources to do it all, the strategies to do it right. INR

Insurance Professionals
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CPCU SYSTEMATIC STUDY COURSES

INSURANCESJACHIEVEMENT |

Two-day seminar followed by Home Study.
You receive a complete study outline, rein-
forcement flash cards and a study schedule!

CPCU Home Study Courses are designed with
you, the professional,in mind. Write for details!

CALL TOLL FREE 800-535-3042

O Free CPCU Starter Kit DCPCU Home Study Courses
OCLU Courses OCLU Home Study Courses
Name
Mailing Address
City e State Zip
Telephone: Home Office
Insurance Company

Mail To:

348 LEEWARD DRIVE, BATON ROUGE, LOUISIANA 70808

Hollywood's animals

By MARGARET LeROUX

LOS ANGELES, Calif.—Two of
the most heavily insured actors in
Hollywood aren’t human.

Insurance policies “in the seven
figure neighborhood,” according
to entertainment industry brokers,
are written on the lives of Lassie
and Benji, two of the most famous
caninesin American films. If either
of them or their stand-ins couldn’t
work, insurance would cover the
thousands of dollars lost by the
film procuction companies.

Fireman’s Fund Insurance Co.

The Corroon«Black

Business Insurance Checkup:

It gives you a 20/20 view

of your risk coverage.

I . ; i

When you're very close to the problems involved in risk manage-
ment, it’s hard to see the entire picture clearly. And it can be even
harder to understand the fine print. That’s where a Corroon &
Black checkup can help. We're one of the world’s top ten insurance
brokers. And one of the fastest growing, too.

From customer order to consumer use, we’ll diagnose all the
potential risks for your business. Measure the financial :mpact of
.each. Formulate a policy for controlling it. And prescride a total
risk management program to match your company’s neecs exactly.
It’s the approach Corroon & Black has used successfully for
seventy-five years, for companies of all sizes — all over the world.

See what the Corroon & Black team can do for you. Make
an appointment now. It will open your eyes.

For a Complete Checkup,

call Richard M. Miller, President, toll-free at 800-221-7024
(In New York, call collect 212-363-4100)

(8 Corroons Black

Wall Street Plaza, New York, New York 10005
Offices Nationwide and Worldwide

get human treatment
from their insurers

[SPECIAL RISKS

insured both dogs. Lassie's cover-
age is arranged by the Ray Speare
agency and Benji is handled by the
Alexander & Alexander subsidiary
Albert G. Ruben Co. Inc,, both of
Los Angeles.

Lassie last appeared in a movie
released a year and a half ago, “The
Magic of Lassie,” while Benji just
finished filming ‘““Oh Heavenly
Dog,"” a Mulberry Square Produc-
tion with 20th Century Fox to be
released in the spring of 1980.

Hollywood is full of stories about
special star treatment afforded
some of its animal leads, but as far
as insurance goes, they are treated
like their human counterparts.

Animal stars are named in cast
insurance policies which pay film
production companies for losses
resulting from death, injury or ill-

. ness that would cause filming to be

delayed or halted.
That includes the actor’s walking
off the set, though in the case of

Man’s best friend Beniji is one of
the most highly insured actors in
Hollywood.

one animal insurance claim, it was
swimming off the set.

When some dolphins escaped
during the filming of the movie
“Day of the Dolphins,” the cast in-
surance paid for the delays, said
Ernest L. Scanlon Jr., entertain-
ment specialist with Bayly, Martin
& Fay in Los Angeles.

The value of the insurance poli-
cies for animals is based on the
gross production costs and the
value set by the owners or trainers.

A trainer with Ray Burwick Inc.,
which produces an animal show as
part of Universal Studio tours,
noted, “The time and trouble we
spend with the animals far exceeds
the value of an insurance policy.”

Trainers function as risk man-
agers for animal stars, as trainer
Greg Wallen explained. “We spend
a lot of money on preventative
care, We don't allow our animals to
get into a risky situation. We know
what'’s safe and what is not.”

Lloyd’s of London is most often
mentioned by entertainment in-
dustry brokers as the source of
insurance for animals. Besides
Fireman's Fund, domestic markets
include. Pacific Indemnity Insur-
ance Co. and Frehlinghuysen Live-
stock Inc., in Whitehouse Station,
N

Finding sufficient markets to in-
sure animals isn’t particularly diffi-
cult when the limits are low, said
Don Cass, senior vp at the Ruben
Agency.

“The difficulties arise when
you're trying to place a $2 million
or $3 million exposure,” he said. =

Photo: Mulberry Square



INow you dont have to be a big company
tobe treated like a big company.
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Introducing”Met 50 Plus?
a special group insurance plan for
medium-sized companies.

What an idea. That's the best of all possible worlds.

First, your life is simplified with a special And you get the experience of one of the
field force catering to the needs of companies nation’s largest and most responsive group
like yours. insurers.

Then it's further simplified with a choice From Metropolitan Life, new Met 50 Plus.
of customized plans that are developed justfor  Life and Health Insurance Plans for medium-
your size of company. sized companies that want big company group

While specially designed to fit the needs insurance coverage. Contact your insurance
and budﬁet of a medium-sized company (50- broker or Metropolitan Representative for
200 employees), Met 50 Plus benefit plans additional information.
include the efficiencies normally reserved With Metropolitan’s group plans,
for only big group insurance customers. everybody benefits.

Metropolitan

Metropolitan really stands by you.

LIFEIHEALTHIAUTO/HOME/RETIREMENT Metropolitan Life Insurance Co.
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Special risks business blossoms

Do tIEod Lol LRLE, LALLVDCL od, 1Jdi1d 7

into apple of an underwriter’s eye

By Stanley B. Markel

HE PEOPLE in our company got a big

kick some time ago when our San Fran-
cisco office was successful in placing the lia-
bility coverage for Koko, Stanford
University’s famous talking gorilla. The
specialty insurer’'s underwriter apparently
reasoned that there was much less exposure
in this risk than insuring an unconfined stu-
dent. He was right, and the policy was read-
ily renewed at expiration along with cover-
age on a gorilla freshman named Michael.

There is no question that special risks con-
stitute the most exciting, fun segment of the
insurance industry today. No manuals, no
rate filings and frequently no prior loss
experience—just gut underwriting, Lloyd’s
style.

We are living in an environment with ever-
changing social conditions. This is con-
stantly creating new, legitimate enterprises
that require insurance to stay in operation—
everything from acupuncture and abortion
clinics to massage parlors and marriage
counseling services. Only the specialty mar-
kets have the speed and flexibility to meet
the challenge and provide coverage for new
types of business. Policy forms can be
manuscripted and tailor-made to fit the par-
ticular exposure.

The standard companies are not equipped

Stanley B. Markel is vice chairman of the
board of Market Service Inc., an excess/
surplus brokerage in Richmond, Va.

Speaking Out

to handle the unigue and unusual risk. They
are strictly geared for the kinds of coverage
readily marketed through theirlarge agency
plants. As a matter of fact, some coverages,
normally standard, become special risks
only because the standard companies have
never learned how to write the class of busi-
ness profitably.

Trucking along

Take long haul truck liability and physical
damage, for instance. Most of the larger
companies have been in and out ofthe truck
field on numerous occasions over the years,
running hot or cold as the underwriting cy-
cle swings.

Thelack of stable standard markets in this
field is surprising. We are not talking abouta
peanut stand, but an important part of our
economy. The trucking industry employs
more people in the United States than any
other except agriculture, and the 1978 gross
revenues of ICC regulated truck lines alone
totaled $36.5 billion.

“Long haul trucks are dynamite” is a
statement we have heard from many insur-
ance executives. Thatis pure baloney, as the
truck specialty companies will testify.

In the first place, long haul truck fleet un-

derwriting authority cannot be successfully.

delegated to a network of regional produc-
tion offices. It is not only difficult to main-
tain underwriting consistency and continu-
ity, but it is practically impossible to staff
each office with capable, experienced truck

underwriters.

Then, too, such offices are subject to pres-
sures by the large agency with a good loss
ratio. There can be no such accommodation
in the truck field. Eachrisk should be under-
written to produce an underwriting profit.
In addition, a losscontrol service that knows
truck safety problems and a claims service
familiar with leasing procedures, statutory
filings and truck aceident investigation and
adjustment are essential.

But let’s get back to special risks fun and
games—the unusual and the unigue. When
Skylab appeared ready to fall, many news-
papers, radio stations, etc., offered fabulous
prizes to anyone in the area bringing in a
piece of the debris. Some bought insurance
to protect themselves against this remote
possibility.

In similar fashion, auto dealers routinely
insure against a hole-in-one when they offer
a new car for this achievement in a golf tour-
nament. The New Orleans Pelicans baseball
club did the same when it offered a new
car to a lucky ticketholder if—and a big if it
seemed—the first home team batter in the
sixth inning hit a home run. Despite the
odds, the random-picked hitter slammed
the ball over the fence!

And how about the parachutist who lands
on someone’s noggin instead of the drop
zone, or the radio controlled model aircraft
owner whose plane hits a spectator instead
of the landing strip? They all need liability
insurance.

The specialty companies are happy to'co-

operate with their producers to develop new
coverages. We recently found a need for er-
rors and omissions accreditation coverage
to protect educational and professional as-
sociations that accredit institutions, pro-
grams and individuals. A joint effort with
one of our companies produced a policy spe-
cially tailored to meet this need.

No-show groom

Specialty coverages range from a deer pet-
ting farm and motoreyele hill elimbs to in-
stallation and testing of solar sun screens
and environmental impairment for indus-
tries. Even a used car lot was able to buy
protection against sales under false pre-
tenses!

No-show insurance for entertainers is
rather common, but we were surprised to
place similar coverage for a groom at a wed-
ding. The groom’s father had already paid
the bill for a very expensive reception and
was worried about his son’s attendance. He
apparently had no concern about the bride.

Rock concerts, festivals and KKK rallies;
alcohol, methadone and VD clinics; electrol-
ysis, gymnastics and dog obedience
schools; weight reducing and anti-smoking
groups (even those using hypnosis)—the list
goes on and on.

Special risks and the specialty companies
will undoubtedly be with us as long as there
is an insurance industry—long after Koko
and Michael have talked their way into go-
rilla heaven. - L]

E/S report

By Charles A. McAlear

WOULD LIKE to compliment you on

your excess/surplus report. Overall it was
excellent and this office has had many peo-
ple compliment us on our participation in it.
The editorial on page 14 as well as the
riskWatch column on page 51 do seem as if
they are motivated, at least to some extent,
by frustration.

As you point out, privately held firms are
not legally required to provide you, or any-
one, with the kind of information you re-
quested. While it is agreed that it would be a
good thing if E/S brokers would be more
open, we would hope that it would be a mat-
ter of education of both buyer and E/S bro-
ker rather than oflaw. In preparing for next
year’s issue it might be appropriate to con-
tact the AAMGA and NAPSLO to see

Chuck McAlear is principal of the excess/
surplus lines brokerage firm bearing his
name in Grand Rapids, Mich.

info demands miss the mark

whether their boards would encourage par-
ticipation in your survey.

Certainly your publication can go far in
educating buyers who ask pertinent ques-
tions relative to any surplus lines office that
is going to be used on their account.

I do not think under any circumstances
that an excess and surplus lines broker
should be required to provide information
relative to corporate accounts. These are the
property of the retail agent and furnishing
the names of such agents should be suffi-
cient. They can provide that information if
they think it is appropriate.

Financial statements

Since the Pritchard & Baird incident,
many reinsurance intermediaries are pro-
viding financial statements on a segregated
account basis. In this manner premiums re-
ceivable and premiums owed are separated
from the other items and constitute a bal-
ance sheet within a balance sheet. At some

point it seems likely that, given the publicity
surplus lines brokers and their imitators at-
tract when a problem surfaces, surplus lines
brokers might see it as appropriate to do the
same thing.

I'm sorry Mr. Pearce of Foremost-
McKesson doesn’t like the E/S markets.
Buyers, with their agents, come to our office
on a regular basis and do feel they are com-
municating with our markets. In many cases
if the buyer has met the E/S broker he has
met the market, because it is the broker who
combines the capacity of the various car-
riers to meet the needs of the buyer.

I think Mr. Pearce would be surprised at
how much knowledge exists and how famil-
iar underwriters are with the risk. It's just
that E/S brokers and underwriters tend to

zero in on those aspects of a risk that

present difficulties or require special treat-
ment. And those aspects of any risk may
change as the market changes. The retail
broker’s marketing expertise includes
knowing which excess and surplus lines in-

termediary to approach, and when and how.
If all goes smoothly he has certainly earned
his commission or fee and a buyer may
make the error of assuming he did nothing.
If the retail broker’s approach to the E/S
market is inappropriate, the buyer will soon
find out.

Misleading figures

The series beginning on page 44 examin-
ing the premium volume ofleading brokers
is misleading in that the premium velume
indicated in each case is that filed with the
state as surplus lines business. E/S brokers
also represent admitted markets and have
the duty to place business in those admitted
markets whenever possible. A decline in the
amount of business placed as surplus lines,
in nonadmitted markets, is an indication,
very often, that they are succeeding in dis-
charging this duty. Their overall premium
volume may be up while the amount of busi-

Continued on page 62
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Coping with fires

Proper storage
helps prevent
large losses . . .

By Chester W. Schirmer

ARGE LOSSES such as the Ford warehouse

fire in Cologne, Germany, and the three large warehouse
fires here in the U.S. do have some positive aspects. They lead
us to analyze causes and measures to prevent recurrence, The
thread running through the loss reports on these fires con-
tinues to emphasize basic fire protection.

A review of the National Fire Protection Assn, Standard for
rack storage of materials, NFPA 231C-1975, indicates varying
levels of protection for varying storages. Protection require-
ments increase as the height of storage increases and as the
hazard of the stored material increases. More protection is
required for multi-row racks than for double row racks or for
single row racks.

When the material is stored higher than contemplated in the
sprinkler system design and a fire occurs, the chance of a large
loss is materially increased. Likewise, when the stored com-
modity is more hazardous than the sprinkler design contem-
plated, for example—plastic products or flammable liquids
where design contemplated ordinary cellulose materials—
large loss possibilities increase.

Where design was based on double row racks and material is
stored in aisles, the fire will probably approach multi-row rack
criteria. When flues are blocked by storage, thereby prevent-
ing sprinkler water from reaching lower levels, the probability
of a large fire loss increases.

The owner or operator of a facility should be aware of these
facts. Large catastrophic losses highlight the need for action—
but what action? It seems prudent not to overreact, but rather
to caretully consider the problem and select solutions appro-
priate to the situation.

Prudent action

Solutions may be administrative or they may be equipment
or facility oriented. Certainly, to reduce the possibility of large
loss fires, fire prevention is of extreme importance. Common
sense indicates the need for control of ignition sources such as
smoking, welding practices, electrical installations, heating
systems, flammable processes. Tightening of security precau-
tions related to arson prevention is definitely needed.

Administratively, controls should be instituted to keep flue
spaces clear in storageracks. How about pile height above that
planned in the sprinkler design or storage in aisles? If the storage cube is suffi-
cient to contain the intended inventory, these can be controlled administratively.

If adequate storage cube is not available, two basic choices remain. Additional
storage space can be built or leased or protection may be upgraded by increasing
the ceiling sprinkler discharge density. This can sometimes be accomplished by
replacing %-inch orifice sprinklers with 17/32-inch orifice sprinklers. In other
cases, changes in piping configurations or water supplies may be called for. In
other instances, replacing 165-degree ceiling sprinklers with 286-degree sprin-
klers may solve the problem. The answer may be in-rack sprinklers.

Upgrade protection

Where the commodity stored has changed and become more hazardous, con-
trols also may be either administrative or facility oriented. If space permits,
lowering the height of storage to a point where existing installed protection is
adequate may provide the least costly solution. In cases where only a small
amount of high hazard commodity is to be stored, it may be possible to upgrade
protection in an isolated section separated by appropriate fire partitions. Where
neither of these approaches is appropriate, an upgrading of the installed fire
protection system may be necessary.

The risk manager plays an important role in evaluating the overall picture. He
must consider costs of changes, costs of insurance under present or corrected
conditions, availability of insurance under present conditions, degree of risk
retention under present and improved conditions.

Itis important notto overreact. Some have advocated installation of smoke and
heat vents to alleviate the large fire loss problem. The General Motors fire in
Livonia, Mich., has been cited as one basis for this suggestion. It should be
recalled that Livonia was an unsprinklered building.

Continued on page 62

Chester W. Schirmer serves on the board of directors of the National Fire Protec-
tion Assn. and is president of Schirmer Engineering Corp., loss control engi-
neering and consulting firm.

. . . accountant
can Increase
loss recovery

By R.M. Shannon

OU ARE THE RISK MANAGER of ABC Man-

ufacturing Co., the mythical company found in so many
business school textbooks. Your company makes widgets.
But you also make aline of portable battery-operated lights for
construction, emergency and camping use. You also make
components for small electrical appliances.

This is not based on one incident, but it could happen.

Driving to work a few days ago, you heard on the radio that
one of your company’s largest plants had just caught fire, By
the time you got to the plant, the fire was almost out.

The next few days were hectic, to put it mildly. The fire
destroyed about half of the company’s largest plant. All three
productlines were made there, but atleast one other plant also
makeseach line. Your prompt call to the insurer brought a fast
visit by the adjusters. You went with them on their tour to see
that they got answers to all their questions.

Maintenance arranged, with your approval, for alocal con-
tractor to board up the damaged sections. Machinery and in-
ventory that might be usable were moved to other locations,
including arental warehouse. Purchasing and production con-
trol began working on replacing lost materials and moving
production to other plants. Sales started phoning customers
about rescheduling orders. The controller’s department set up
special accounts to accumulate as many of the special costs
associated with the fire as is possible—the remainder will have
to be estimated.

Graphie: Kathy Knight

Outside help

The president of ABC wants a report from you by 9 am.
tomorrow on how the insurance claim will be prepared and
who will be involved. He is anxious to see the project move
promptly so ABC can get its money.

The controller said he understood that Book & Co., ABC’s
independent public accountants, had claim preparation ex-
perience, and asked if you could meet with them this morning
to find out whatrole outside auditors could play. You agreed—
knowledgeable help would be welcome, and the 9 am. dead-
line is quickly approaching. Following is what you and the
outside auditor discussed:

A major fire-related claim, such as yours surely will be, is an
unusual event for the company. Most losses have been less

than the policy deductible; the few that exceeded it by a small amount entailed

very simple claims. This often is not so for a major loss. :

The insurer will be represented by adjusters who work full time on claims,
compared to the occasional experience a risk manager, broker or agent has, The
insurance company regularly hires accountants, engineers or other experts with
substantial claims experience. The adjusters’ job obviously is to protect the insur-
ance company’s rights first. As the policyholder, you need to consider employing
peodle with experience to even up the odds. An outside auditing firm may be able
to help.

The outside auditor often can help your claims project manager develop the
ABC claim. Doing an audit or preparing a tax return entails gathering and re-
viewing a large body of facts and being able to bring it all together logically in a
final product. He knows how to integrate the work of other experts.

General guide

An insurance claim is similar. The accountant with claims experience will
know what kind of evidence is needed to support a claim, and he may suggest
some other kinds of experts as needed.

The good accountant will typically tell you what he cannot do. Although his
experience will be a good general guide, specific guidance about what exactly is
covered by the policy is the responsibility of the risk manager, broker and the
company’s lawyer.

Opinions about what machinery is worth or whether it can be repaired, or how
long it will take to repair the building, belong to the appraiser, engineer, architect
or supplier. However, the experienced accountant may often help you and your
team save the company some money by suggesting a letter from a vendor (for
free) where such a letter will do as well as the report of an appraiser (for a fee).

Continued on page 62

Mr. Shannon is a partner-in-charge of the business products and services division
of the Chicago office of Arthur Andersen & Co., public accountants. He also is
responsible for the firm’s program to assist companies in preparing claims.
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PERSPECTIVE

Outside accountants can increase loss recovery

Continued from page 60

The parts of the claim related to buildings
and contents, other than inventory, are often
viewed as outside the accountant’s realm.
Certainly the property records need to be
analyzed to develop a list of what was on
hand and possibly lost. But whether the in-
surance is for replacement cost or ACV, the
recorded amounts of original cost and finan-
cial depreciation will be of little value.

As a member of your claim team, the ac-
countant will suggest that property records
and similar accounting documents must be
used with great care since they often omit
certain kinds of items. Many accounting sys-
tems charge off to expense as purchased all
items below a certain dollar value, i.e., sup-
ply items, spare parts, hand tools and minor
furniture items.

In order to get these items considered in
the insurance claim, the accountant may
suggest that the company’s foremen make
detail lists from memory of these items. In-
creases of 20% or more in the claim for “off
the books” building contents are not un-
heard of.

Records analyzed

Yourclaim for inventory or stock is much
more directly in the accountant's area of ex-
pertise. First, you determine what was there
just before the fire. Compared to the post-
fire count, the difference should be what
was lost. This sounds simple, but is usually
complex and no two cases are identical.

Does the company have reliable, detailed
records of what is on hand in each depart-
ment? Will the records that were used to
schedule and control production be useful?
When was the last physical count taken and
how did it compare to the perpetuals and
ledger balances? If standard or average
costs are used to record transactions, what
kind of differences have been recognized
and what do they mean? These questions, in
their various forms, will need sound, sup-
ported answers before you can conclude
what was on hand before the fire.

These are the same questions the outside

accountant must analyze each time he does
an audit of financial statements. Perhaps
your own accounting staff can make the de-

-tailed calculations and the outside accoun-

tants can review them to see they are com-
plete and well-documented. If, because of
other demands caused by the fire, your ac-
counting staff is short of time, perhaps the
outside accountant’s staff can be put to
work on the project.

Cost of inventory

Many policies insure inventory at replace-
ment cost and some insure manufactured
products at selling price. The accounting re-
cords will normally state inventory at some-
thing different—say actual or standard cost.
An analysis of recent purchase price and
production variances will often be enough
to convert inventory losses stated at costtoa
claim amount based on replacement value.

In like manner, an analysis of selling price
to cost ratios and various selling expenses,
such as commissions and freight, can ex-
press lost finished goods at expected net
selling price values. In all cases, goods that
were damaged or obsolete before the fire
should be reduced to proper values.

Frequently, one of the most difficult parts
of a fire-damage claim to understand, pre-
pare and document is the loss from business
interruption. Insurance companies often ad-
vertise that business interruption insurance
will restore profits to what they would have
been without the fire. This will only be true
if the claim is prepared with great care.

Business interruption normally covers the
company only for the period necessary to
replace or repair damaged property. If you
put the plant back pretty much as it was, the
actual time will be a good indicator of the
interruption period.

But what if the company takes this oppor-
tunity, as many do, to change the plant in
some major way? Maybe it moves all or part
ofthe operations to another location. What if
there were long lead times to get replace-
ment machinery?

The outside accountant helping with your

claim will suggest that you work with your
contractor, architect and machinery sup-
pliers to build up a theoretical claim period.
You need a detailed calculation of how long
it would take to rebuild the plant as it was,
including replacing and installing machin-
ery.

Once you have documented the proper in-
terruption period, thernext step is to deter-
mine what production would have been. It is
important to distinguish sales from produc-
tion. Perhaps there are seasonal sales pat-
terns, such as higher spring sales for camp-
ing or construction items. Does production
have the same seasonal pattern or is it fairly
leve! during the year with inventory used as
a buffer?

Past experience is often a good guide, but
it can1 be misleading. Has new management
ofthe company ora division just made some
changes that would have had a major effect?
Is the company in a high growth situation
for some reason, such as changed technol-
ogy?

Cost experience

A comparison of expected production
with actual production yields an amount for
lost production expressed in terms of net
selling prices. Policy formats vary some-
what at this point, although there are really
only two basic types: gross earnings and net
profit.

In any case, a detailed analysis of manu-
facturing, selling and administrative costs is
required. The object is to determine which
costs will not be incurred after the fire stops
production. Some items are obvious, such
as direct materials and supplies. Others are
controlled specifically by the policy lan-
guage, such as ordinary payroll. Others, like
utility costs and advertising, require a care-
ful review of the facts in each claim.

Just as in the case of projecting what pro-
duction would have been, past cost experi-
enceis often a good guide. Planned changes,
like union contracts, should be considered.
A comparison of the coming year’s budget
to prior periods is in order.

Proper storage plan can prevent large

Continued from page 60

Subsequent research at Illinois Institute
of Technology produced NFPA 204, “Guide
for Smoke and Heat Venting.” This docu-
ment provides good guidance for un-
sprinklered structures but does not take
into account later research relative to
sprinklered buildings. The document was
tentatively adopted by NFPA in 1959 and
1960 and was officially adopted in 1961. The
only change made in the 1968 edition, the
publication presently available, was addi-
tion of a section on inspection and mainte-
nance.

The first large-scale research on smoke
and heat vents in sprinklered buildings was
conducted as part of the rack storage fire
protection committee test program at Fac-
tory Mutual Research Center. Tests were set
up to evaluate smoke and heat vents with
ceiling sprinklers only and with ceiling
sprinklers plus in-rack sprinklers as com-
pared with the same fires without smoke
and heat vents. The test facility does not
contain roof vents and, as such, perimeter
eave line windows or vents were used. This
arrangement conforms to Section 201(e) of
NFPA 204.

Vent tests

The vents were opened manually because
with sprinklers, the temperatures at the
vents, less than 75 feet from the point ofigni-
tion, never reached 165 degrees F., the tem-
perature necessary to activate the fusible
link release mechanism normally found on
roof vents or wall vents.

In these tests, 92 sprinklers opened in the
vented fire compared with 45 sprinklers in
the unvented fire with ceiling sprinklers
only (test 72 compared with test 65). In tests
with eeiling and in-rack sprinklers, 30 sprin-

klers opened in the vented test (No. 73) com- .

pared with 16 sprinklers in the unvented test
(No. 83).
In September 74, Factory Mutual Re-

search Corp. published its report, “Model
Study of Automatic Smoke and Heat Vent
Performance in Sprinklered Fires.” This re-
port states, “Vents and draft curtains (FM
and NFPA recommended mode) caused a
35%increase in water demand relative to the
unvented fire, delayed loss of visibility from
13.1 to 20.2 minutes and increased the fuel
consumption by 66%."

Hazard differences

This seems to indicate that to gain approx-
imately seven minutes increased visibility
time, one must increase water supplies 35%
(or be 35% deficient) and anticipate 66%
more loss in a controlled fire. These reports,
as well as past research, indicate roof vents
are advantageous in unsprinklered building
fires and in buildings where the sprinkler
system is seriously deficient and ap-
proaches the unsprinklered situation.

It must be recognized also that the exist-
ing “state of the art” relative to smoke and
heat venting recognizes differences in haz-
ard. Sections 240 and 330 of NFPA 204 sug-
gest venting ratios of 1 square foot of vent-
ing per 150 square feet of floor area for low
heat release contents, 1:100 for moderate
heat release and 1:30 to 1:50 for high heat
release. Curtain boards are suggested at in-
tervals of 250 feet maximum with maximum
contained areas of 50,000 square feet, except
these limits are reduced to 100 feet and
10,000 square feet in high heat release occu-
pancies. Thus, a change in the hazard of
stored material would dictate a change in
the smoke and heat venting design.

The owner, operator or risk manager has a
number of alternuatives to consider when eval-
uating potential for large loss fires and ap-
propriate control measures, including ad-
ministrative controls, risk costs, physical
upgrading, retrofit or new design. Costs of
properly designed upgrading of suppres-
sion systems should be balanced against
cost ofadding features such as roof vents

and draft curtains to an existing or planned
system.

In making this evaluation, the probable
maximum loss or normal loss expectancy
must be evaluated between the properly de-
signed suppression system compared with a
lesser design suppression system in combi-
nation with roof vents and draft curtains. In
the event smoke and heat vents are to be
considered in combination with a properly
designed sprinkler system, then cost, in-
cluding continuing maintenance, should be
evaluazed against reductior. in loss poten-
tial.

This detailed review of costs—how they
are recorded and what they mean—is fre-
quently done by the outside accountant as
part of many types of assignments. ABC's
accounting staff can make the calculations,
again assuming it has the time, for review
with the outside accountants. Otherwise,
the outside accountants can become di-
rectly involved.

Claim challenges

There are some areas that frequently
cause challenges over and above the obvi-
ous judgment issues already mentioned.
First, if your company’s manufacturing ac-
counting is based on standard costs, vari-
ances must be carefully reviewed to see that
the claim is based on actual costs.

Second, if your company temporarily
shifts production to another plant or to an-
other company, the claim should include
the extra costs of doing this. The proper way
to measure this is to compare the charge
from the other company or the variable cost
at your other plant with expected variable
cost at the fire-damaged plant. The differ-
ence is part of the claim.

Third, the effect of any coinsurance clause
must be carefully reviewed. If an overly op-
timistic production projection is used for
the claim, it must also be used to test for
coinsurance.

Finally, if the company has spent funds to
hurry along repairs (e.g., overtime), or in-
curred costs to transfer production else-
where, or hired extra people to keep up pro-
duction in a partly damaged plant, it must
show that these costs reduced the overall
claim.

In writing your report to the president to-
day, you should also stress three concepts.
First, no matter who is hired to help, the
claim is ABC's claim. Stay involved.

Second, well-documented claims yield
more money than vague ideas put forth as
claims.

Third, to get this all doneright, designatea .
project leader from the company—you as
risk manager or someone else. a .

fire losses

Additional tests of smoke and heat vents
in combination with sprinklers are planned
by the fire vent research committee. These
tests are not, however, fully funded at this
time, so projections cannot be made as to¢
when results or conclusions will be avail-
able. 3

Large loss fires arenot new, They are cata-
strophic to those who have them and to
those who insure them. The benefit to be
gained from them is a realistic reevaluation -
ofour fire problems and fire protection pro- .
grams. We must, however, avoid overreac- -
tion or improper action. .-

E/S report misses mark

Continued from page 59
ness placed in nonadmitted markets may be
down,

I'm sure that as you refine your reporting
techniques you will be able to offer a better
picture of the various excess and surplus
lines offices. For example, the gross reve-
nues figure was evidently variously in-
terpreted. I know that the figures we pro-
vided are not net after commission to retail
agents and therefore are overstated by more
than 100%. It is clear that some offices in-
terpreted your request as we did and others
provided you with a figure that was net after
commissions. The question might be
worded to elicit the net figure as, I'm sure
everyone would agree, this is more mean-
ingful. You were, I believe, provided with a
number of employes at the end of 1978 and
as this is a measurement very often of inter-
est, this figure might have been included in
your published data.

We also created an error unintentionally.
Our only executive vp is Derek Repath. The
other vps mentioned in the article are senior
VPs,

Your questionnaire requires that offices
provide you with .information as to those
carriers for whom an office is acting as man-

aging general agent. This provides only
some of the information that would be of
interest to buyers and agents. Companies .”
listed are those for which a given firm is .
exercising some kind of underwriting au-
thority.

Survey advice

A vast amount of excess and surplus lines ¢
business is transacted outside these under- ,
writing authorities with carriers with which
the office has a contractual relationship. To
be more meaningful, I would suggest that -
your future questionnaire include an in- *
quiry.into this aspect of the business. Know- -
ing to what carriers the office provides di-
rect access is extremely important to the re-
tail agent or broker and the commercial in- °
surance buyer. b

Your directory relisting brokers by city ™
and state is incomplete in that those on .
which you did a feature article are not in-
cluded. I cannot imagine Tennessee without
the Crump organization nor Texas without |
Joe Blades. ’

As you can see the excess/surplus report
has been read very carefully in this office
and I am sure we are typical. .
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FIRST STATE

First State is the largest and oldest domestic company formed
to write surplus lines, special-purpose and reinsurance business.

FIRST STATH

INSURANCE COMPANY

A+ :Class XIII - A.M. Best Co.
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Cameron and Colby Co., Inc., 60 Batterymarch Street, BOSTON 02110 - 617/357-8400 . . . Hartford Plaza
Building, CHICAGO 60606 - 312/782-5921 . . . 3340 Peachtree Road, N.E., ATLANTA 30326 - 404/266-1480
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One call gets results.

When you need excess and surplus
coverages fast, contact the “can do”’
people at DVUA. One call covers more
than 60 markets. You're guaranieed
the coverage you're looking for . . .
without delay or red tape. Competitive
prices, too. We're as close as your
telephone.

Philadelphia (215) 572-3800
Pittsburgh  (412) 281-3920
N.J./N.Y. (201) 731-3033
Ohio (216) 449-0351
When others can't. DVUA “can do
- Delsware Valley Underwriting Agency, inc.
PHILA. (Wyncate] WESTERN PA:

Corporate Keadquarters Centre City Tower

125 Gresnwood Avenue B30 Smithlield Street
Va‘rncm:. Pa. 19085 Putshur%h. Pa. 15222
12 1412) 281-3920

5) §72-3800

] : OHIO:
'z'&"fiifuﬁﬂ. Orive 6151 Wilson Mills Road
Was: Orange. N.J. 07052 “i?hlll‘ld His. Ohio 44142
(201} 7314633 1216) 449-0351

White Sox strike out
with game promotions

CHICAGO—It was a tough year
for the Chicago White Sox and
their president Bill Veeck in more
ways than just the team’s dismal
finish in the American League
standings.

Mr. Veeck, the acknowledged
master of ballpark promotions,
tried again this year via dozens of
promotional maneuvers, such as
giveaways, fireworks displays and
ethnic nights, to lure people into
Comiskey Park to watch the strug-
gling team.

Butthis year, Mr. Veeck watched
a couple of his intended money-
making ventures backfire into siz-
able revenue losses against which
he says the White Sox are not in-
sured.

A ‘“‘disco-demolition night,”

$3 hillion in commercial

property

‘coverage says Charter can handle it.

™ ~,
. L.t

i

R TN YY)

No matter what your commercial property
insurance needs, you can count on Charter to give
you the plan most likely to reduce premiums and
administrative costs, and expand coverage.

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

Present customers include property management
companies, financial institutions, property

aircraft owners.

Insurance
inc

The Charter Company ranks 178th or. Fortune's list of the top 500 American Corporations.
Agents/Brokers - 220 N. Main Street - Jacksonville, Florida 32202 - 904/3£8-4325 - TELEX 56-350

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

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

[SPECIAL RISKS

sponsored by a local radio station
in July, degenerated into chaos
that forced cancellation (and sub-
sequent forfeiture by the White
Sox)ofa ballgame with the Detroit
Tigers.

Two days of rock concerts in Au-
gust followed by heavy rains
drenched the playing field into a
marshy, soggy mess that forced
postponement of the three other
games because of the unplayable
conditions. It also led to a lawsuit
by the White Sox against the rock
concert organizers.

But business interruption and
use and occupancy coverage is not
carried by the White Sox and
would not have come into play any-
way for the canceled games, Mr.
Veeck said. This is essentially be-
cause the antidisco promotion oc-
curred between games of a double-
header with gate receipts already
in hand.

The promotion involved the cer-
emonious destruction of disco rec-
ords on the playing field between
the games. Fans were admitted to
the park at reduced prices if they
brought along a disco record to be
destroyed in the ceremony. But
once it began, thousands of fren-
zied fans poured onto the playing
field and created such havoc that
the second game was postponed
with the White Sox forfeiting the
match.

The other canceled games would
have been played had it not rained
so heavily after the rock concerts of
Aug. 18-19, making the postpone-
ments the same as a rainout,
against which the team is not in-
sured.

The White Sox, however, are try-
ing to recover some of the losses
through a $3.8 million lawsuit that
has been filed by Artnell Co., the
White Sox parent company,
against California Jam Inc. of Los
Angeles, organizers of the rock
concerts.

The suit seeks to recover ex-
penses incurred in restoring the
playing field and payment of rent,
licenses and other expenses re-
lated to the concert.

California Jam wouldn't com-
ment on the suit. L]

(Bdston playeﬁ
forgets suit

When the Chicago White
Soxand the Boston Red Sox
metinlate Auguston aCom-
iskey Park playing field
made swamp-like by rock
concerts and heavy rains, a
liability question was raised
from an unexpected quar-
ter: the players.

Dwight Evans, a Red Sox
outfielder, was forced to
leave a game with an injury
when he lost his footing and
slipped while making a play.
He publicly threatened to
sue the White Sox, arguing
the poor playing conditions
were a danger to his health
and career and were a detri-
ment to the Red Sox’s pen-
nant chances, which were
still alive at the time. Mr,
Evans, however, never fol-
lowed through with the suit
which was one of the few
such threats of suits ever ut-

\tered by a baseball player)
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book review

Creative management ideas put into print

By Z'EV KRONISH

Managers Must Lead!
By Ray A. Killian
AMACOM, 254 pp., $14.95

MANAGEMENTCONCEPTS
are brought to life by this highly
readable, revised volume issued by
the American Managements
Assns. The author, Ray A, Killian,
translates managerial goals into
leadership tasks—a sensible ap-
proach.

Employe motivation requires a
lot more than a one-shot effort.
Since the word “motivate’” con-
tains the letters m-o-v-e, the
manager’s stimulus will mean the
difference between stagnation and
achievement.

The author observes that motiva-
tion depends on the work climate.
The manager has a greater chance
for success if he or she conveys
an explicit objective. Decision-
making opportunities and control
over specific functions raise the
employe’s sense of satisfaction and
responsibility.

Pride, prestige and a chance for
promotion are “secondary stimula-
tors” that also influence the
employe’s effort. Mr. Killian ad-
vises the manager to “ask ques-
tions” in order to win cooperation;
seeking a response makes a person
feel important and prompts in-
volvement.

Motivation depenids on effi-
ciency, the author writes, and is im-
peded by fatigue, noise, boredom
and inadequate training.

Even when the employe is eager,
the manager’s guidance is crucial
to the overall effort, as Mr, Killian
explains in his chapter on correc-
tion entitled “The Supervisor's
Unique Opportunity.” Construc-
tive evaluation is in the employe's
self-interest. But never correct
when others are present or when
angry, he cautions. Otherwise, do it
promptly.

The correction interview will
succeed if you bear in mind these
points:

e Do it in privacy.

e Think through the problem.

¢ Begin with a question, this
gets the employe involved. Play it
cool. By listening, the manager can
get to the heart of the problem. .

e Seek agreement of the facts.

e Don’t be argumentative but
calmly control the interview.

e Close the interview on a pleas-
ant note.

Employe grievances—both ver-
balized and unexpected—are a se-
rious challenge. As a preventive
measure, a supervisor should
maintain morale watching for
symptoms of dissatisfaction and
keeping lines of communication
open. Take a few notes, the author
advises, when the employe’s com-
plaint is presented. “This im-
presses the employe with the im-
portance you attach to the case.”

The work scene is changing
more frequently because of tech-
nological improvements. Aithough
this upsets people, adaptations are
mandated by the need for efti-
ciency. The manager has to be-
come skillful at soothing the em-
ploye’s acceptance of innovation.

In a discussion on learning, the
author points out that the process
is influenced by frequency (repeti-
tion reinforces the habit of per-
forming a task automatically); in-
tensity (visual aids and demonstra-
tions); recency (reduce the interval
between tasks); duration (don't
press too much into a short span):
effect (how does the employe react

to the new material?), and associa-
tion (relating it to other familiar
bits of knowledge).

Mr. Killian observes, in a brief
chapter on retention, “Poor mem-
ory is not an inherited trait’”’; we
have simply not been frained to re-
member, Motivationcontributes to
retention while lack of effort is re-
sponsible for poor memory.

Counseling roles are often thrust
upon supervisors by employes in
trouble or simply in need of guid-
ance. It is a complaint to the man-
ager when his or her advice is
sought, but the manager’s function
is primarily to listen sympatheti-
cally and refer the employe to

those who can help him or her.

Who is doing the job well and
who is floundering? This crucial
judgment depends on each firm's
rating method and the manager’s
skill in applying it.

Avoid the trap, Mr. Killian
warns, of allowing one outstanding
employe characteristic to influ-
ence the entire evaluation. Labeled
a “halo effect,” this tendency
warps objectivity.

Increasing productivity is vital if
costs are to be contained. By per-
sonally analyzing work proce-
dures, the manager can improve ef-
ficiency. The author doesn't em-

phasize this problem to the degree
it deserves. How do you spur your
subordinates to do more and do it
better? An employe motivated still
requires the manager’s expertise in
developing and sustaining effec-
tive habits.

Delegation of responsibility “are
trademarks of mature executives,”
the author writes, noting that fail-
ure to share responsibility causesa
shortage of trained people and
overburdens the manager.

Mr. Killian urges management to
foster the upward flow of commu-
nication because it stimulates the
employe to work harder and to
view his or her individual involve-

ment as essential to the enterprise.
Personal contact and written com-
munication, he stresses, can re-
move some of the distance. The ob-
servation has merit.

Innovation ean spell growth and
success for the company. Creativ-
ity is probably the most underde-
veloped area in our society and this
low state extends especially to
business. The author’'s awareness
ofthe need to nurture creativity isa
notable contribution.

L]
The book “Managers Must Lead!”
may be obtained by writing to
AMACOM, 135 W.50th Street, New
York, NY. 10019.

AMERICAN EXCESS
INSURANCE COMPANY

WHEN YOU PUT THE RIHT TOOLS IN THE HANDS OF EXPERTS...YOU GET A QUALITY PRODUCT.

American Excess presents a well crafted selection of EXCESS CASUALTY
COVERAGES, FIRST LAYER UMBRELLA, EXCESS UMBRELLA, CAPACITY and

BUFFER LAYERS, S.I.R. PROGRAMS and MANUSCRIPT CONTRACTS.

LIMITS OF LIABILITY UP TO $10,000,000 OR MORE.

Professional insurance brokers and surplus lines brokers should contact the
nearest office where a staff of innovative underwriters will assist you in the
design of programs to meet the specitic needs of your commercial clients.

AMERICAN EXCESS

New York Branch: 100 William Street
New York, N.Y. 10038 (212} 269-1460

Telex; 64-5282.

1 Liberty Plaza, New York, N.Y. 10006
(212) 766-6700 Telex: 12:8169

American Excess is licensed or approved countrywide and in the New York Free Trade Zone.
A member company of the American Re-Insurance Group

In MidAtlantic: AM-RE BROKERS, INC. of Pa.,
Independence Square, 510 Walnut Street,
Philadelphia, Pa. 19106, (215) 574-9701

Telex: 83-4697

In Southeast: AM-RE BROKERS, INC.,
3565 Piedmont Road, N.E., 3 Piedmont
Center, Suite 400, Atlanta, Geargia 30305.

(404) 261-1266 Telex: 54-9582

In Midwest: AM-RE BROKERS, INC. of Il
150 South Wacker Drive, Chicago, lllinois
60606. (312) 558-3636 Telex: 20-6369
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legal brief

Court rules heroin overdose an accident

THE BENEFICIARIES of an ac- ered. Because the policy here d:d not the court concluded that Mr. Se- court agreed that the temporary
cidental death policy sued an in- The court ruled :nsurance poli- specifically state that Mr. Sewell well had satisfied the continuous layoff did not interrupt the two-
surer to recover benefits for a pol- cles should be corstrued strictly must have completed the last day, service provision. Furthermore, month eligibility period. Cruse v.
icyholder's death from a self- against thz insurarce company. either by working or by survival, under the terms of the policy, the Aetna Life Ins.Co., Supreme Court

administered heroin overdose. An
Illinois appellate court ruled the
death was an accident for purposes
of the accidental death policy. The
court also ruled that a policy exclu-
sion for losses caused by an inten-
tionally self-inflicted injury did not
provide a defense for the insurer.

The decedent was insured under
a group policy for accidental death
issued to his employer, Caterpillar
Tractor Co. Before his death the de-
cedent had been a patient in vari-
ous drug treatment programs. His
sister found him on the floor of his
bedroom, unconscious, with & nee-
dle in his arm. He died from alethal
dose of morphine.

It was conceded that although
the overdose was self-admin-
istered, death was unintended.
The accidental death policy con-
tained an exclusion for “an inten-
tionally self-inflicted injury.” The
insurer denied the beneficiaries’
claim. The beneficiaries lost their
suit in the trial court.

On appeal, the insurer argued
that the death was not an “acci-
dent” because it was “foreseeable”
that a heroin user will unintention-
ally administer a lethal dose to
himself. However, the court said
that in Illinois “accidental means”
is synonymous with “accidental re-
sult” and is defined as something
that happens by chance, without
intention and unforeseen.

The court ruled the decedent’s
death was not foreseeable as to ren-
der the mishap a non-accident for
insurance purposes. The exelusion
for self-inflicted injury was inappli-
cable, the court said, because the
“mishap must be regarded as an ac-
cident since the result of the inten-
tional act, the death, was unin-
tended.” Marsh v. Metropolitan
Life Ins. Co. Inc., Appellate Court
of Illinois, April 16, 1979
(BI/01/0.-%4).

Continuous service
The Supreme Court of Missis

sippi, in a suit on two group life

insurance policies, ruled that a

fraction of a day sufficed to covera

date two gr surance policies

date two group insurance policies o t e’ e iti e
Under the terms of the policies, ’ E

months of continuous service.

continuous service provision.

John Sewell started work for his ]
“We’re over 200 miles from the nearest
between Aetna Life Insurance Co.
and the employer were in effect.

: ° ® ® ® )

illion dollars arine business.
ployes became eligible for cover- m on 1n m ln u ln [ ]
age when they completed two

Mr. Sewell worked continuously
from the date of his employment

—Ken Tapley, President, Kenneth Murchison Company, Dallas, Texas

through noon on Dec. 9 when he “We found out you don’t have to be in a port city “Today we’re doing over a million dollars in
e E e to build a profitable marine business. But you marine business—much of it ocean cargo
miaterials, The layof? was, {empo- do need a knowledgeable, responsive marine through MOAC.”

rary. Under the policy, in case of underwriter. i *
e A marine company that stands by you. That’s

could be deemed to continue until “MOAC helped us get our feet wet in marine what you can expect from MOAC.
terminated by the employer. i 4 . 5 5 "
€ insurance over 20 years ago. And they’ve Marine Office of America Corporation

Mr. Sewell died about 5:30 am. . e ¢
stayed with us providing the capacity, and a a subsidiary of The Continental Corporation

on Dec. 10 in a highway accident. e
His beneficiary filed a claim for stable, competitive market to help us grow. 80 Maiden Lane. New York. N.Y. 10038
benefits. Aetna denied the same 2 stz gl
because Mr. Sewell had not com-
pleted two months of continuous
service. A trial court upheld
Aetna’s position.

Initially, the appellate court de-
termined there was no valid reason
why the period of employment
should not commence on Mr.
Sewell’s first workday, Oct. 11. The
court rejected Aetna’s claim that
Mr. Sewell was required to com-
plete and survive the entire work-
day on Deec. 10 before he was cov-

The marine office.
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The abstracts published in this
column were prepared by Cases
Unlimited Inc., Evanston, Il1l.

of Mississippi,
(BI/02/0.-$4).

April 18, 1979

Group credit life

The principal issue here was
whether a certificate of insurance
furnished to a policyholderunder a
group credit life insurance policy
should control provisions of the

policy if the terms of the two docu-
ments conflict. The Wyom ng su-
preme court ruled the certificate of
insurance was evidence of cover-
age only.

This suit was brought oy the
widow of Henry Poling, who was
insured under a group polcey is-
sued by North American Lifz & Ca-
sualty Co. The policy was issued in
connection with a promissory note
for a loan the Polings obotained
from a bank. The total pr=mium
paid by Mr. Poling before h:= death

was $245.

The certificate of insurance is-
sued to Mr. Poling contained a
clause limiting liability to the pre-
mium paid if a suicide occurred
“within—year(s)’ from the effec-
tive date of the policy. The blank in
Mr. Poling’s certificate was not
filled in. However, an identical
clause appeared in the master pol-
icy issued to the bank and this was
filled in with the word “two.” Other
sections of the master policy stated
that the policy constituted the en-

tire contract between the parties
and that the certificate did not con-
stitute a part of the policy.

The widow sued the insurer,
which offered to pay only the pre-
miums paid. The trial court ruled
in favor of the insurance company.

Tke supreme court rejected the
widow’s argument that there was
an ambiguity in the policy and,
thus. she was entitled to the most
favorable interpretation. This, she
assected, was that the limitation in
the suicide clause was not effective

e

TR

0 A g O )N VAR T

because it was for zero years.

The court agreed with the in-
surer that the master policy alone
described the rights and obliga-
tions of the parties. The court also
held that credit life insurance poli-
cies were not subject to a state law
with regard to the issuance of cer-
tificates by an insurer for group life
insurance policies. Poling v. North
Am. Life & Cas. Co., Supreme
Court of Wyoming, April 16, 1979
(BU/03/0.-34).

Accidental death

A Texas appellate court consid-
ered whether the death of a person
who was killed in an automobile
collision while driving under the
influence of intoxicating ligquor
was accidental within the meaning
of a group life insurance policy in-
suring that person against acciden-
tal death. The court concluded the
death was accidental.

Jackie Freeman was covered un-
der a group life insurance policy is-
sued by Crown Life Insurance Co.
to his employer, providing $15,000
in benefits with an additional
$15,000 if he should die from acci-
dental bodily injury. Mr. Freeman
sustained internal injuries in a sin-
gle vehicle collision which caused
his death. Mr. Freeman was intox-
icated at the time of the accident.

Mr. Freeman'’s beneficiary filed a
claim for both benefits but was re-
fused the accidental death bene-
fits. The beneficiary sued for the
accidental death benefits but lost
in the trial court.

On appeal, the insurance com-
pany argued that because Mr.
Freeman's act was a criminal act
inherently involving substantial
risk of harm, serious bodily injury
and death were readily foreseeable
consequences of such conduct and
were therefore not accidental
within the meaning of the insur-
ance policy.

The court disagreed, stating,
“The mere fact that a person’s
death may have occurred because
of his negligence, even gross negli-
gence, does not prevent that death
from being an accident within the
meaning of an accident insurance
policy.”

The court believed that more was
required than a simple showing
that Mr. Freeman could have rea-
sonably foreseen aresulting injury
or death. Freeman v. Crown Life
Ins. Co., Court of Civil Appeals of
Texas, April 10, 1979 (B1/05/0.-$4).

L]

Copies of the entire decision may
be obtained by sending a check for
$4 made out to Cases Unlimited to
Business Insurance, 740 N. Rush
St., Chicago, Ill. 60611. Please list
the number for each opinion.

$2 million sent

to nuclear plants

HARTFORD—Insurance premi-
um refunds totaling more than $2
million have been sent to operators
of nuclear power and related facili-
ties because of their safety records,
said Burt C. Proom, president of
American Nuclear Insurers.

Approximately 360 policy-
holders covered™by the two nuclear
insurance pools, ANI and Mutual
Atomic Energy Liability Under-
writers, have received refund
checks. Nuclear power plants, fuel
reprocessing plants and fuel fabri-
cation facilities are among the
firms receiving refunds.

The refunds are part of the ANI-
MAELU Industry Credit Rating
Plan, in which about 70% of each
year’s premiums is placed in a re-
serve fund used only to pay claims
and claims expenses. After 10
years the unused portion of the re-
serve is refunded to the policy-
holders.

The refunds reflect the fact that
during the 10-year period from
1969 to 1978 there have been few
liability losses and those losses
were minor, Mr. Proom said. -
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It’s 4 pm Friday. .. now what?

Call us...if you've been trying all week to place...

* $1,000,000 AD&D on someone 75 years old :
* $10,000,000 AD&D on an aircraft

* Stop Loss Medical without Life Insurance

* $10,000 a month disability on a professional

s e
Logkwood Dipple & Green
Twcvporrited

131 Sraze Street

Boston, Massachusetts 02109

Telex 921712

Correspondent at Lioyd's Lordon
Offeces in Boston and London
617-367-3234

Photo: 3M

3M’s “microtaggants” have been galmng popularity among many
U.S. corporations as a product identification device.

Firm takes liability woes
with a grain of plastic

HOUSTON—A plastics firm has
found that a product liability safe-
guard exists in a particle no larger
than a grain of salt.

The particle is a product called
“microtaggant” manufactured by

%‘%tter

way...

/ 2 professionals always
777, seeking ways tco

better serve you.

GULF INSURANCE GROUP

GULF INSURANCE COMPANY
ATLANTIC INSURANCE COMPANY
SELECT INSURANCE COMPANY
INS. CO. OF THE PACIFIC COAST

EXECUTIVE OFFICE « P.O. BOX 1771 - DALLAS, TEXAS 75221

Thomas A. Edison, one of America’s greatest scientists, was the

\ genius who created the first incandescent light bulb, the
\ ( the phonograph and a wealth of other inventions which enrich
our lives even today. A practical, hard working man, Edison

was fond of meeting new challenges with the statement to his

fellow workers; “There’s a better way. Find it.”
At Gulf Insurance we are also continually seeking the better
way. And we believe our service speaks well for our efforts.
The Gulf is organized to provide prompt policy
issuance, fast, fair claims handling. We at Gulf |
25, are a staff of dedicated

3M Corp. The microtaggant has
been gaining popularity as a prod-
uct identification device among
many corporations and U.S. gov-
ernment agencies.

The product, developed in 1976
by 3M’s new business ventures di-
vision, is incorporated into the
manufacturing process of many
products such as plastics, explo-
sives, paints, feeds and others to
enable identification of the manu-
facturer.

Too small to be seen with the na-
ked eye, the plastic particles are
color-coded for individual cus-
tomer firms and must be examined
under a low-power microscope for
proper identification.

At International Polymer Corp
in Houston, officials say use of the
microtaggants in their line of
precision-engineered plastic prod-
ucts protects them from liability
problems.

Product liability is becoming an
increasing concern to manufactur-
ers associated with the fast-
growing petrochemical and ther-
moplastics industries, where fail-
ure of a component part could crip-
ple an entire drilling or refining
project and cost millions of dollars,
said Al Hinojosa, marketing man-
ager at IPC.

In such cases, product liability
suits are a virtual certainty, he said,
but added sometimes it may be dif-
ficult to identify the manufacturer
of a component because there may
be more than one involved in a par-
ticular project.

‘For instance, a major oil tool
manufacturer and oil well serfvice
company uses seals made by IPC
and some of its competitors. “It be-
comes obvious that the source
must be correctly identified in the
event of a product failure,” Mr.
Hinojosa said.

The company has never been
sued for product liability, but its
decision to use the microtaggant
tracers in its products resulted
from a $2,000 loss stemming from
problems in identifying some of its
components.

A West Coast firm purchased a
shipment of moldings from IPC
and one of its competitors but later
returned some of the shipment to
the Houston company, contending
it was defective.

IPC was convinced the moldings
were manufactured by the compet-
itor but was unable to prove it and
refunded the purchase price, Mr.
Hinojosa said.

At 3M headquarters in Minneap-
olis, Donald O’Brien, who heads
the microtaggant development
program, said the company did not
manufacture microtaggants with
product liability protection in
mind but said the product can de-
finitely serve that purpose.

Currently priced at $200 per
pound, microtaggant sales have
been “encouraging,” Mr. O'Brien
said, but he would not discuss sales
volume.

Within a few years, microtaggant
will be available in spray aerosol
cans for the general public to put
on valuables to speed identifica-
tion and recovery in case of theft,
Mr. Hinojosa noted. =



Y00E BlEASNY ‘BUINOqie ‘PEOY EPIIN IS 06E '9SNOH PUB||OH,, ‘Bl|BNISNY SWalsAg s1ei0diog *(SEX8 ] 40 @pISIN0 8844 ||03) LGER-8G8 (008) 'EZZY-9LE (908) ‘0ZLEL SEX3L "OjjliEWY "08LLE X08 'O 'd

Juawabeue|y ysiy |euUOISS3401d 104 S|00 | [BUOISSB401d — Sl_l_l a._l 9 5

B -
s Ny

€CCY-9.LE 908 ||ED SEX8 | WOl "SEX8 ] JO
apISINO WOl |GEY-8G8 008 8314 |01 ||BD "a10W NOA |81 SN 18]
‘uonewJsojul a18j0sqo pue a18|dwodul Ajuo Buiney Ag Xsu jo
1S02 ay] 32npal 01 110448 INOA ul paddeaipuey ale noA J ‘05

|IeMm Ajswaiixa 1l op pue awil Buo| e 1oy 11 Bulop uaaq an app
'SSauIsng Ajuo 1no si uonewlioul Juswsbeuew su Buipinold

alow
yonw pue sBuiyl assays ||e op sannus |eruswuianob pue suon
-e10d109 10lew pQQ’| 4810 01 Ajlarienb 1o Ajyiuow ysiuing am
S|001 uonewJoyul ay| ‘puub 01 1a11nd e aAeYy am ‘8sinol O

1uawabeuew Jaddn 03 uoildunyusW

-abeuew su 1NoA jo souewuopad panoidwl JuawWNIOQ e
si81umiapun Bunadwod 01 aIns

-odxa pue sousladxs yioq Jo 8inyoid 81LINJJE UB JUSSAId e

2 elaving

ainsodxa

SE ||@M Se aJualiadxa SSO| UO paseq sl JO 1S0D 291B20||Y e
181u89 15090 yoes

1 saunful gsAojdwa jo Inoyuew-iad-1S00 8yl JONUOA e
181

-Ua2 1S02 Yoea 01 SISA|euE asned-sso| ‘Ajiarienb e apinoid e
181uU82 1509 Yoes 01 8dueWw

-lopad 186png ysi 81edlUNWWOD Apsuenb 1o AJYIUOIA e

:p|noys waisAs uonewlojul juswasbeuew
)SIl |euoissajoid 8y] ‘spiepuels assyl 1suiebe sjool uoiew
-10}jul 1N0A 159} ‘15090 ¥su Builjjoauod si Anjigisuodsal INOA 4|

1ulod ul 8sed a8yl si S|001 uon
-BLUIOLUI [BUOISSaL01d 1NOYLIM HSII JO 150D |011U0D 01 BulAl]

'818y palelisn||l sUo 8yl Se swaJlxa se dedipuey
e Buindesaoe ag Aew noA ‘1abeuew ysu |euoissajoid B Se ‘194
‘dealpuey jo pury siyl 1dasoe pjnom —ouid e usaa —iajjob oN

~ s¥3d4NA TIV AM
S100L LHOI IHL LNOHLIM




70 / business insurance, October 29, 1979

CRAVENS, DARGAN & COMPANY
PACIFIC COAST

MARKETS FOR:

AVIATION, SPECIAL RISKS PROPERTY, LUMBER,
EXCESS & SURPLUS, OIL, OCEAN MARINE

HOME OFFICE goval\pl YOgK
350 CALIFORNIA STREET, SUITE 1600 illiam Street
SAN FRANCISCO, CA 94104 (212) 344-5912
(415) 622-7500 SEATTLE ATLANTA
Peoples Mat'l Bank Bldg., Suite 922 30 Perimeter Center East, NE
(206) 223-1800 (404) 393-0640
REGIONAL OFFICES SPOKANE CHICAGO
SAN FRANCISCO Washington Trust Building, Suite 1001 Sears Tower, Suite 5730
555 California Street, Suite 2900 W. 717 Sprague Street 233 South Wacker Drive
(415)622-7500 (509) 4238580 (312) 876-0262
LOS ANGELES PORTLAND HONOLULU
3580 Wilshire Bivd. 200 Market Building, Suite 700 1510 Pioneer Plaza
(213) 380-5650 (503) 248-9616 (808) 521-5031

dates for buyers

NOV. 8-9. Ocean Marine Insurance
Management, a seminar for insur-
ance buyers and brokers spon-
sored by New York University, will
be held in Chicago. The focus will

‘be on how to broaden insurance

coverage, react to disasters and
save money. The six-person panel
will repeat the presentation in New
York City on Dee. 6-7. Tuition is
$545 per person plus $75 per orga-
nization per seminar. Contact Reg-
istrar, 14th Floor, NYU Conference
Center, 360 Lexington Ave., New
York, 10017; 212-953-9022.

NOV. 12-14. Captive Insurance
Cos.: Offshore Management and
Operations Conference sponsored
by American Management Assns.
will be held in Nassau, Bahamas.
The new Bahamas regulations de-
signed to attract captive insurance

Veh

icle fires can really put the

e,

heat on your insurance policy

2FE
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When you're insuring a ton of off-road
vehicles and industrial machinery, the
last thing you need is a devastating
fire. Since a poor fire record ultimately
leads to higher insurance rates for
both operator and equipment cover-
age. Assuming you're lucky enough to
find a carrier willing to write the policy.

off-road vehicles throughout industry.
They're currently protecting ore haul-
ers, dozers, log skidders, front end
loaders and dozens of other vehicles
used in critical industries.

Ansul can provide the same kind of fire
protection package for your business.
Custom-designed protection which
includes situation analysis, design,
installation, training and service. All at
a cost which is much less than you
might expect.

Ansul can help make your insurance
more affordable. We have a complete
line of high quality fire protection
products and systems. All designed to
suppress fires before they have an
opportunity to cause severe damages. If you want to take the heat off your
insurance policy, call or write for our
free brochure, “Vehicle Fire Protection”.
it's an important first step towards
reducing your fire risk.

Take our A-101 Vehicle System for
example. Over 50,000 of these reli-
able systems are at work right now on

ANSUL

Fire Protection
THE ANSUL COMPANY

MARINETTE, WISCONSIN 54143
Partof W Wormald intemational Group

Vehicle Fire Prolection
sememne

Fr your free
booklet, call
(715) 735-5041

companies and an update on the
effect of the Internal Revenue Ser-
vice ruling against tax deductions
for premiums paid to captive insur-
ers will be discussed as well as
other aspects of deciding to form
and manage a captive. Tuition for
members is $525 and nonmembers
$600. Contact Sal Nicosia, progam
group manager, American Man-
agement Assns., 135 West 50th St.,
New York, N.Y. 10020;
212-586-8100, ext. 535.

NOV. 12-15. Described as the “com-
puter security event of the year,”
the Sixth Annual Computer Secu-
rity Conference in Boston is spon-
sored by the computer Security In-
stitute and will focus on case stud-
ies and workshop session in com-
puter security. The conference is
designed to cover developments in
risk analysis, fraud and embezzle-
ment, disaster recovery and EDP
auditing. Cost is $465 and an addi-
tional one-day seminar on special
topics is an additional $130. Con-
tact Computer Security Institute,
Five Kane Industrial Drive, Hud-
son, Mass. 01749; phone 617-562-
7311,

NOV. 14-15. How to Reduce your
Municipal Insurance Costs while
improving your coverage is the ti-
tle of a seminar in Seattle, Wash.,
for school districts, counties, uni-
versities, states and public utilities.
Sponsored by International Risk
Management Institute Inc., the
program includes discussion of
risk management techniques, mo-
bile equipment, umbrellas and
pubtic officials liability. The semi-
nar will be repeated Nov. 27-28 in
Tampa/St. Petersburg and Dec.
12-13 in Dallas. Cost for an individ-
ual is $395 and cost for a team of
three attending the same meeting
is $345 per person. Contact Interna-
tional Risk Management Institute
Inc., Suite 350, Building V, 10300
North Central Expressway, Dallas,
Tex. 75231; 214-363-9656.

NOV. 15-16. The Risk Management
Symposium in Paris, France, is de-
signed to provide insurers, brokers
and risk managers with a greater
understanding of the risk manage-
ment needs of the modern corpora-
tion. The program focuses on prac-
tical application of risk manage-
ment techniques to cut insurance
costs. Cost is $558. Contact Interna-
tional Chamber of Commerce, 38
Cours Albert ler, 75008 Paris;
phone 261.85.97.

NOV. 28-30. Risk Management in
Hospitals, sponsored bythe Amer-
ican Hospital Assn. and held in
Phoenix, Ariz. as part of the re-
gional seminar program, includes
sessions on planning and organiz-
ing a risk management program,
use of patient care data forloss pre-
vention and physician involve-
ment in risk management. Cost is
$185 for AHA members and $235
for others. Contact American Hos-
pital Assn., 840 N. Lake Shore
Drive, Chicago, Ill.; phone 312-
280-6425.

DEC. 3-5. Creativity in Communi-
cations is the theme of Business
Insurance’s third annual Employe
Benefit Communications Confer-
ence at the Ritz-Carlton Hotel in
Chicago. The conference will ex-
amine and critique various corpo-
rate communication approaches
and investigate generic communi-
cations, choosing the right graphic
approach and the packaging and
legal ramifications of communica-
tions. Cost is $310 with a 10% dis-
count for additional registrants
from the same company who regis-
ter at the same time. Contact Sari
Lipschultz, Crain Educational Di-
vision, 740 N. Rush St., Chicago, I11.
60611; 312-649-5246.



They may call it borrowing, or feel you owe it to
them, or that you just don’t pay them enough.
But the truth of the matter is, according to the
U.S. Chamber of Commerce, employee “borrow-
ing” in America has now risen to
$40 billion a year

That’s why The St. Paul
encourages you to protect yourself
against this costly “fringe
benefit.”” Fidelity bonds from The
St. Paul provide protection up to
a designated amount from losses
due to employee dishonesty. Other
coverages such as burglary and
robbery are also available.

And we do it for all kinds of
independently operated businesses

>

YOUR

including mercantile, hospitals, insurance
companies, manufacturing operations, retail and
wholesale firms and maybe your business. Of
course, you may feel your employees are above
stealing. On the other hand they
may just call it something else.

When it costs so little to
protect your business why risk it.
Make sure your employee
bonding program is what it
should be.

See the Yellow Pages for an
Independent Agent representing
The St. Paul.

Property & Liability
Insurance

Iw Serving you through Independent Agents. St. Paul Fire and Marine Insurance Company /St. Paul Mercury Insurance Company [The St. Paul Insurance Company /
Insunnce, AGENT J St. Paul Guardian Iasurance Company /The St. Paul Insurance Company of Mlinois: Property and Lizbility Affiliates of The St. Paul Companies Inc., Saint Paul, Minnesota 55102.

Bl
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info for buyers

e A 25-minute film on hand tool
safety featuring all-star catcher
Johnny Bench is available for pur-
chase, loan or one-time presenta-
tions from Ingersoll-Rand. The
show explains and illustrates
proper tool use and centers on
punches, chisels, hammers, screw-
drivers, ratchets/sockets/attach-
ments, wrenches and c-clamps.
Write Proto Tool Division,
Ingersoll-Rand, 2600 E. Nutwood
Ave., Fullerton, Calif. 92631.

e AnOSHA Handbook for Small
Business recommends a seven-
point program to increase aware-
ness of hazards as a way of
eliminating them. The program in-
cludes assignment of responsibil-
ity among supervisors, identifica-
tion of accident causes, training
and maintaining accident records

-and a first-aid system. For a free
copy of the booklet, No. 2209, and a
list of other safety publications
write U.S. Dept. of Labor-OSHA,
Publications Office, Room-*S1212,
3drd and Constitution Ave., NNW._,
Washington, D.C. 20210.

® Underwriters Laboratories Inc.
has published two new standards
for fire protection equipment: the
fifth edition of the Standard for Hy-
drants for Fire Protection Service,
UL: 246, describes the require-
ments for the construction and per-
formance of hydrants employed in
piping systems supplying water for
fire protection service. The second
edition of the Standard for Safety
for Fire Department Connections,
UL 405, describes the require-
ments for connections intended for
exterior installation on buildings

that have standpipe and hose or
sprinkler systems to enable a fire
department to connect hose lines
directly to the system to supple-
ment existing water supplies. The
standards are available from UL
for $3. Write Underwriters Labora-
tories Inc., Attn.: Publications
Stock Department, 333 Pfingsten
Rd., Northbrook, Ill. 60062.

e Details about a new, automated
system developed by KVB Inc. of
Tustin, Calif, to help prevent fires
and explosions in coal pulverizers
by monitoring the buildup of car-
bon monoxide in the mill are avail-
able from the manufacturer. For in-
formation about the KVB fire and
explosion prevention system,
write Jim Wakeman, manager-
equipment systems division, KVB
Inc,, 17332 Irvine Blvd,, Tustin, Ca-
1if. 92680.

e Do your employes travel fre-
quently? If so, abooklet describing
American International Group

Inc.’s annual travel protection
pPackage may interest you. For a
free copy of the promotional bro-
chure write American Interna-
tional Group Inec., Corporate Com-
munications, 70 Pine St., New
York, N.Y. 10005

e The Insurance Institute of Lon-
don is offering the Advanced
Study Group’s report Number
207—The Insurance of U.K. Prod-
uct Liability Risks on a World-
wide Basis. The report deals with
legal aspects and conditions of
sale, general underwriting and rat-
ing considerations, limits of in-
demnity and overseas aspects of
product liability. Cost is $10 plus
postage and packing. Write The In-
surance Institute of London, 20 Al-
dermanbury, London EC 2V THY,
England.

e A new directory of national,
state and local organizations par-
ticipating in an arson control pro-
gram is available from the Insur-

ZURICH AMERICAN
~ INSURANCE COMPANY OF ILLINOIS

WE WRITE

SURPLU

LINES IN 38 STATES

AI.ASKA
ARIZONA
ARKANSAS
CALIFORNIA
COLORADO
CONNECTICUT
FLORIDA
GEORGIA
HAWAN
IDAHO
INDIANA
IOWA
KANSAS
KENTUCKY
LOUISIANA
MICHIGAN
MISSISSIPPL
MONTANA
NEBRASKA
NEVADA
‘NEW YORK
-~ NORTH CAROLINA
‘NORTH DAKOTA
OHIO
OKLAHOMA
OREGON
SOUTH CAROLINA
-SOUTH DAKOTA
TENNESSEE
TEXAS
UTAH
i VERMONT
VIRGINIA
WASHINGTON
-WEST VIRGINIA
WISCONSIN
WYOMING
ANDD.C.

.Call Zurich American Insurance Company of lllinois for a local broker. (312) 987-2307
T West Jackson Boulevard, Chicago, IL 60604

ance All-Industry Committee for
Arson Control. A copy of the direc-
tory can be obtained by writing All-
Industry Committee for Arson
Control, 20 N. Wacker Drive, Suite
2140, Chicago, I11. 60606.

e RL. Kautz & Co. is offering a
booklet describing the various
facets of a responsible safety de-
partment. New employe orienta-
tion, management development,
employe training, liability interest
documentation, video inventory
documentation, analytical loss
cause studies, communication pro-
grams, audiovisual production and
safety and health surveys are dis-
cussed in the neatly indexed book-
let. For a free copy write R.L. Kautz
& Co., 17880 Sky Park Circle, Irv-
ing, Calif. 92714.

e The Schedule of Bank Insur-
ance provides descriptions of vari-
ous insurance policies and bonds
used by banks. It refers to the Di-
gest of Bank Insurance for each
type of coverage and serves as an
excellent reference source on bank
insurance coverage for trustees, di-
rectors, managers and examiners.
The 1978 revision of the schedule
ranges in cost from $5 for one copy
for members, $6.25 for non-
members, to $3.50 each for 11 or
more copies for members, $4.40 for
nonmembers. For a free copy re-
quest 21-800, Order Processing
Dept., 1120 Connecticut Ave.,
N.W., Washington, D.C. 20036.

e ESIS Inc. offers an illustrated
brochure for prospective self-
insurers explaining its claims man-
agement, statistical, loss control,
recovery and rehabilitation ser-
vices. For a free copy write Joanna
M. Ridgeway; ESIS Inc., 4050 Wil-
shire Blvd., Los Angeles, Calif.
90010.

® Recent legal decisions, merger
or consolidation of welfare and
pension plans, actuarial require-
ments for self-funded health care
plans, prepaid legal plans and in-
vestment management are topics
examined in the 1978 Fund Advi-
sors Institute Proceedings. The
130-page book contains edited
texts of 17 presentations given at
an International Foundation of
Employe Benefit Plans program.
Cost is $6 for members, $10.50 for
nonmembers. For more than five
copies the cost is $5.50 each for
members, $9.50 each for nonmem-
bers. Write International Founda-
tion of Employe Benefit Plans, P.O.
Box 69, Brookfield, Wis. 53005.

o

e Thousands of restaurant fires
will occur this year. Eighty percent
of the restaurants as a result will
not re-open their doors. In an at-
tempt-to prevent this, Ansul has
prepared a booklet outhmng its
R-101 system. The booklet is in-
tended to help the restaurant
owner understand how his system
works, his responsibility for main-
tenance and what to do in case of
fire. For a free copy of Restaurant
Fire Protection, Write The Ansul
Co., Marinette, Wis. 54143.

e Building a Result-Oriented
Control Program is an article re-
printed from Risk Management
magazine that explains the condi-
tions of possible trade-offs of risk
control and risk financing as it re-
lates to hospital professional liabil-
ity coverage. For a free copy write
Charles G. Lenhard, RIMCO Risk
Management Inc., Suite 350, 10300
N. Central Expressway, Dallas,
Tex. 75231.

-o In: a Real Catastrophe, You'll

‘Want to Know Just One Thing. . .is

a promotional brochure from
American Home Assurance Co.
describing its difference in condi-

' tions protection. For a free copy

write Product Information, Corpo-
rate Communications, American
International Group, 102 Maiden’
Ln, New York, N.Y. 10005. =
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london line

Merchant sues over clove leaf mystery

By JOHN H. MILLER

LONDON—Fuerst Day Lawson,
a large London merchant firm, has
filed a $500,000 claim in Britain’s
High Court over the mysterious
loss of highly concentrated clove
leaf and similar essences from In-
donesia.

Fuerst Lawson arranged to im-
port large quantities of essential

ST PR |

mates will be given later this year if
the situation changes. “Till then
we're sticking at the $220 million
figure,” he said. “That's the latest
estimate, and that’'s how things
stand.” :
Lloyd’s hopes that the sharp rise
in the U.S. Federal Reserve Board
discount rate to 12% and generally
higher interest rates in the U.S. will
help its computer leasing prob-
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on Lloyd’s, which will take another
two to three years to work out the
results.

Lloyd’s, meanwhile, is challeng-
inga bid by Federal Leasing in Bal-
timore to get an immediate pay-
ment of $23.6 million toward its
$630 million claim over leasing in-
surance now lodged in court.
Lloyd’s wants until Dec. 20 to filea
reply to a demand by Federal seek-
L i=i-metion for the

it can pay off

will cost
mance companies

=
ciic

such as Royal and Commercial
Union, $10 million each, stockbro-
kers Kiteat & Aitken estimate. The
U.K. market will also suffer heavy
reinsurance losses, with an estima-
ted $1 billion in insured damage.

Marine survey

Marine insurers have initiated a
worldwide survey to find if tradi-
tional bills of lading, which are
used frequently for insurance pur-
poses, can be replaced by elec-
tronic data processes to save time
and labor.

Several countries, including
Canada and Australia, already sup-
port the idea, but Argentina op-

poses it because its domestic cus-
toms laws forbid any change in the
existing type of ship’s papers.

The International Union of Ma-
rine Insurance is preparing reports
on the opportunity for change.

“The pressure for reform of the
system is mounting,” said its cargo
committee chairman.

Fire damage

Fire damage in the U.K. has to-
taled $800 million in the last 12
months compared with $675 mil-
lion in the comparable period last
year. The worst event recently was
a $8 million blaze at a hosiery plant
in the West Midlands. .
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Business Insurance: | like your brand of protection.
Please Oenter, Orenew, or (] extend my subscription as checked below:
0O tyear $20. O 2 years 538. O 3 years $54.

O For FIRST CLASS MAIL (U.S. and Canada ONLY) add $20 per year.

(Canada. Pan American & all other subscribers oulside the U.S., add $5 per year for surface delivery
postage Europe & Middle East ONLY, add $12 per year for air delivery

Complete Here: O Payment of § enclosed. O Billme. O Bill my company,

O Chargeto: O ViSA [ Master Charge (interbank # ]

Account # Expiration Date

Name Title

< Nature of Busi

O Home or O Business Addr

City. State. Zip Code.

Please check the appropriate boxes
(Subscriptions cannot be entered unless all information requested is provided.)
ORGANIZATION: (Check one only)
O Business/Industrial firm which has group life or health insurance, property or liability insurance,
safety or asset protection programs, pension or profit sharing plans. The firm employs:
[0 Less than 150 employees [ 250 to 299 employes 0 1,000 to 2,499 employes

0 150 to 199 employes O 300 to 499 employes O 2,500 to 4,899 employes
O 200 to 249 employes 0 500 to 999 employes 0O Cver 5,000 employes

O Government [ Association [ Union [ Educational Institution O Insurance Agent (] Broker
O Insurance Carrier O Bank O Investment Company [l Financial Advisor (] Credit Agency O Actuary
O Attorney O Adjuster O Appraiser O Consultant [ Other (Specity)

INDIVIDUAL: Are you involved in the selection, procurement or in authorizing the purchase of group life
or health insurance, property or liability insurance, safety or asset protection programs. pension or
profit-sharing plans for your organization? 0 YES 0 NO

[ | would prefer not to receive information and advertising by mail from compen.as not affiliated with Crain Commumnications.

U.S. and Canadian risks. Lloyd’s
contends that if the names author-
ized the use of “binders” through
their underwriting agents, they are
liable for losses. The quarrel will go
to judicial arbitration by next
March.

Computer leases

Despite predictions that com-
puterleasing losses may reach $400
million, Lloyd’s maintains losses
will be held at $220 million.

Fortune magazine has suggested
Itel’s claims may reach $200 mil-
lion if customers cut back on their
leases and that another $200 mil-
lion may come in claims from other
leasing corporations. The London
Evening Standard has said that
higher computer claims will affect
the future losses of the Sasse syndi-
cate, which already assumes it will
hit for $4.5 million for 1977.

“Any such figures are pure spec-
ulation and I've no idea how they
have been arrived at,” said Murray
Lawrence, who heads a Lloyd’s
panel set up to consider the claims.

But he agrees that revised esti-

Premium financing.
It's good for
your business.

7

Today, with insurance costs becoming a major cash outlay,
more and more companies are finding it makes sense to finance
their premiums.

This way they pay for insurance as they use it. They conserve
their working capital. Open up an additional line of credit. And
improve their cash flow.

How about your company? Can you find better uses for your cash
than pre-paying your insurance? AFCO premium financing can
be arranged quickly and easily—with payment plans tailored to
your special cash flow needs.

Your agent or broker can show you how to consolidate the
financing of all your risks with premium payments handled
through one central office. Or how to arrange individual
financing for each of your locations. Arrangements can be made
for foreign locations, too.

Talk over the benefits of premium financing with your agent or
roker. Or contact us for an explanatory booklet with an
example of how premium financing may help your cash flow.

Paul M. Holland, Vice President-Marketing, AFCO,
108 John Street, New York, New York 10038.



MEMO FROM
MARSH & MCLENNAN

Most writing loses alittle
In translation. Aninsurance policy
can lose millions.

Multinational companies
face a unique problem that do-
mestic companies are much
less exposed to: The risk you
think is covered.

Unless you establish an over-
all standard of insurance protec-
tion for all operations, both
domestic and international, you
can never be sure that a loss

which would be covered in Mil-
waukee is covered in Malaysia.

Even if you do establish such
a standard, it's difficult to imple-
ment without the assistance of
international insurance special-
ists. Language difficulties, varia-
tions in insurance regulations,
or even local custom may impede
translation into adequate local
insurance protection.

The professional solution is
a corporate policy decision to es-
tablish standards of risk control
and insurance protection and to
utilize the resources of an inter-
national insurance broker to im-
plement that policy.




As the leading international
insurance broker, Marsh &
McLennan will work with you to
establish optimum protection of
your assets and preservation of
earnings in each location, but
with centralized control.

Such control has adminis-
trative, financial and marketing
advantages, which can resultin
greater cost-efficiencies. These
objectives cannot be accom-
plished by use of correspondent
relationships.

How we can help you,'

No other broker can match
Marsh & McLennan’s commit-
ment to serving the multina-
tional client. Our subsidiary and
equity affiliated companies ex-
tend our “family” around the
world.

Examples of our interna-
tional commitment are our
equity affiliations with the lead-
ing brokerage firms in the Euro-
pean Economic Community.

Local experts, central
control. :

Marsh & McLennan can offer
you, locally, the services of lead-
ing insurance professionals.

And their efforts are managed by
our staff of experienced interna-
tional brokers, who are readily
accessible to you and fully under-
stand your problems, require-
ments and risk management
philosophy.

We can survey your €xpo-
sures throughout the world and
implement uniform quality of
professional advice to cover pos-
sible gaps. Our technical ser-
vices are available worldwide, to
provide risk analysis and loss-

control services to reduce the
frequency and severity of loss.

In reviewing your exposures,
we will systematically examine
your entire risk management
strategy, with a view to recom-
mending alternative methods of
protection where they offer
greater efficiencies.

The captive alternative.

For example, we know that
multinational companies of a
certain size can achieve cost ad-
vantages and standardized cov-
erage through the use of captive
insurance subsidiaries. This
would be one of the alternatives
examined.

Marsh & McLennanis a
leader in the business of captive
insurance company planning
and management.

You don't have to be big.

It's true that Marsh &
McLennan serves most of the
largest multinational com-
panies. The experience we've
gained in doing so enables us to
help any company with multina-
tional operations. In fact, the
corporation that is just begin-
ning to develop internationally
has an even greater need for a
brokerage organization skilled

Marsh&

in planning and implementing
an international risk manage-
ment program.

_ Ifyou’d like to know more
about ways we might help you
protect international operations,
write to Ms. Joan Bullwinkel,
Marsh & McLennan, Incorpo-
rated, Department 1100 B,

1221 Avenue of the Americas,
New York. New York 10020.

Marsh & McLennan's experts design programs
{o suit the needs of multinational companies.

it

When it comes to insurance,
come to the leader.

McLennan

e |

© 1979, Marsh & MclLennan, fncbrporated
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around the states

lllinois malpractice countersuit dies

CHICAGO—The Supreme Court
has declined to review the Illinois
court decision throwing out the
medical malpractice countersuit of
Dr. Leonard Berlin, a Chicago-area
radiologist. The decision lets stand
a 1978 Illinois appellate court rul-
ing that lawyers cannot be held ac-
countable for filing suits that lack
merit.

The original trial court jury
found two lawyers, their client and
her lawyer-husband guilty of
“wanton and willful misconduct
‘and negligence” for suirng Dr.
Berlin without probable cause and
without reasonable investigation.
Dr. Berlin was awarded $2,000 in
compensatory damages and $6,000

in punitive damages.

The appeals court, however,
ruled that a physician must show
that the original suit was. brought
against him with malicious intent
orthat he had been arrested or had
property seized as a result of frivo-
lous litigation.

Award upheld

AUSTIN—The Texas supreme
court has upheld a $2.4 million
award to a 42-year-old man who
suffered brain damage 14 years ago
when his 1962 General Motors Cor-
vair overturned.

The court agreed with ajury find-
ing that GM was liable because the

car’'s rear suspension was defec-
tively designed and manufactured,
a point consumer advocate Ralph
Naderstressed in his book “Unsafe
at Any Speed,” an indictment of
the Corvair. GM stopped making
the rear-engine auto in 1969.

GM has a high self-insured reten-
tion for product liability losses.

MAP-CAL to end

SACRAMENTO—The California
product liability market assistance
program will be discortinued Nov.
1.

In a recent letter to insurance
commissioner Wesley J. Kinder,
MAP-CAL chairman Joseph D.

Shakespeare reported that 85 com-
pletec applications were received
during the 18 months of the
organization's activity. This
smaller-than-anticipated number
indicated that when MAP-CAL be-
gan its operations, “The regular
market was starting to show an
ability to provide products and
completed operations liability cov-
erage at a price that was accepta-
ble,” Mr. Shakespeare wrote.

Of the 85 cases, MAP-CAL was
able to place 22 with participating
insurers and 27 more were placed
outside of MAP-CAL. In 17 cases,
the MAP-CAL quotations were not
accepted. Nine other cases were
closed because of miscellaneous rea-

Suit yourself!

Time was,
if you wanted
a good suit, it

had to be tailored

to your specifications; _
same way with employee
benefit plans. Today, you get
top quality products ready-
to-wear — packages, in the
case of group coverages —
which are much more
economical, and will fit your
needs in all but a few unusual
circumstances.

Crown Life’'s Package Pléns,

with a
variety of in-
come replacement
= and major medical
options on top of the basic
life and A.D.&D. benefits,
offer a surprising number of
mix and match combinations
to satisfy the requirements of
today's value-conscious
employee benefit buyer.

Crown Life’s Group Offices
and General Agencies will be
happy to show you the
complete line!

LIFE INSURANCE COMPANY
HOME OFFICE, TORONTO, CANADA

sons, such as the prospective risk
being sold or going out of business.
In eight cases, MAP-CAL didn't
quote, and two are pending.

$1.7 million refund

PORTLAND—CNA Insurance is
returning $1.7 million in premiums
to more than 1,700 physicians of
the Oregon Medical Assn. for their
efforts in keeping malpractice
claims under control.

The payment is the second
within the past year for the doctors
insured under the OMA/CNA phy-
sicians protection program. The
previous return was $342.000.

The program, begun in 1971, fig-
ures premiums by a formula under
which malpractice claims are eva-
luated for a given time period. Divi-
dends are declared under the profit
sharing provisions of the OMA/
CNA contract.

Actuarial study

HARRISBURG—Pennsylvania
insurance commissioner Harvey
Bartle III will appoint an indepen-
dent actuary to conduct the first
comprehensive study of the state’s
workers compensation insurance
rating system.

The actuary, whose appointment
was included in the department’s
approval of a 9% workers compen-
sation increase, will submit a re-
port to the department in April
1980. The cost of the study, ex-
pected to be between $100,000 and
$200,000, will be paid by the rating
bureau, Mr. Bartle said.

The rate increase settlement,
reached between the insurance de-
partment, the rating bureau and
business representatives business,
is expected to generate about $90
million in new revenues for insur-
ers writing workers compensation.
Manual rates will be increased by
2.25% and every employer will also
pay a $35 policy fee now and $25
sometime in 1980. Additional reve-
nue will be generated by reducing
premium discounts given to em-
ployers paying workers compensa-
tion premiums.

Work comp request

ST. PAUL—The Minnesota
Compensation Rating Assn. has re-
quested a 28.6% increase in
workers compensation rates. The
request is 8.4% lower than the one
refused by the insurance commis-
sioner last spring because of the
passage of a new workers compen-
sation law designed to lower costs.

Under the law, the rating board
must furnish information regard-
ing investment income, which the
insurance department will con-
sider when ruling on rate requests.

Benefits, which are indexed to
the change in the average wage,
were automatically increased Oect.
1, with a maximum hike of 6%. Ex-
cluding self-insurance, Minnesota
employers currently pay about
$400 million a year for workers
compensation coverage.

Rate hike sought

JUNEAU—The National Coun-
cilon Compensation Insurance has
proposed an 1.8% increase in
workers compensation rates in
Alaska. Employers in the state paid
$107 million in premiums in 1978.
Benefits were increased about 3%
last January.

Charges dismissed

NEW YORK—A New York trial
court has dismissed indictments
under the state antitrust laws
against physicians who had re-
fused to treat workers compensa-
tion .patients. The state workers
compensation act provides a man-
datory fee schedule,

The court ruled that the “learned
professions exemption” removes
physicians from jurisdiction of
state antitrust laws. o=
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Hospitals treat executives
to increased benefits: Study

By JOHN T. BOURKE

Crain News Service

CHICAGO—Top hospital execu-
tives now.receive benefits with an
average annual value of $4,152 a
year, up 12% from $3,696 in 1977,
according to a survey of 1,250 re-
spondents by A.T. Kearney Inc. for
Modern Healthcare magazine.

Coverage in group health, acci-
dent and disability insurance pro-
grams increased significantly. Al-
most six times as many top execu-
tives receive health insurance cov-

erage in 1979 than in 1977, while-

approximately eight times as many.
have disability insurance. The inci-
dence of accident insurance rose
70%.

Almost two-thirds of the execu-
tives are covered: by a retirement
income plan, whereas only 47% re-
ported such coverage two- years
ago.

Some form of bonus or incentive
compensation is provided by less
than 10% of the hospitals.

Approximately 43% of the top
executives.are granted sick leave
pay with less than three months-of
service. Another 32% qualify for
paid sick leave after three months
of service, while about 20% qualify
after three to six months of service.

Of the top executives reporting
life insurance benefits, 47% are
covered from the date of employ-
ment. . The remaining. 14% have
coverage after six months to one
year of service.

Most hospitals, 81%, pay the en-
tire premium on the life insurance
coverage; 12% pay more than half.

Disability insurance coverage
starts from the first day of employ-
ment for 40% of the executives. An-
other 10% qualify after one month

of service, 23% more qualify after |-

three months, 13% more qualify at
the end of six months. The remain-
ing 14% become eligible within one
year or later.

The entire premium cost is paid
by 77% of the hospitals; only 12%
pay less than half the premium.

An important aspect of long term
disability insurance programs is
the maximum duration of the ben-
efit payments. In 19% of the hospi-
tal programs, benefits are payable
for life. In another 74%, they are
paid to age 65 or to retirement.

Of all of the executives reporting
coverage, 97% indicate they have
either a major medical or com-
bined comprehensive policy. The
percentage of coverage for outpa-
tient hospital is 86.7%; other outpa-
tient surgical, 84.9%; psychiatric
services, 72.6%; prescription drugs,
52.6%; physician office visits,
51.8%. and vision care, 17.9%.

The hospitals pay the total pre-
mium in 62% of the plans; an addi-
tional 20% pay more than one-half
the premium. In 12% of the hospi-
tals, the individual pays between
25% and 50% of the premium.

Retirement benefits are compu-
ted in relation to “‘final pay” in 36%
of the reported plans, on “average
pay” in 14% of the plans and on
some other basis in 50%.

Three-fourths of the plans re-
quire a minimum of 10 years of ser-
vice to qualify for a pension. The
remaining 25% have no specified
minimum years of service.

The minimum age requirement
of55 in 58% of the plans is typical of
such plans in general. The other
one-third of the plans either have
no specified minimum age or a
combination. of age and years of
service.,

Full vesting is attained with 10
years of service in 89% of the plans.

Almost two-thirds of the plans
are integrated with Social Security
benefits, while slightly more than

one-third provide benefits exclu-
sive of Social Security benefits. Of
the integrated plans, 40% provide
benefits including the Social Secu-
rity which are less than 50% of final

pay, 48% provide between 50% and.
" 75% of final pay and the remaining

12% provide between .75% and
100% of final pay.

The non-integrated plans pro-
vide less than 50% of final pay in
71% of the plans, from 50% to 75%
of final pay in 23% of the plans and
more than 75% of final pay in 6% of
the plans. When Social Security
benefits are added ‘to.the non-

integrated. plans, the pattern of

benefits in relation to final pay will

probably equal those available in .

the integrated plans.

In. general, the level of fringe
benefits available to top hospital
management-are fairly well in line
with those available to executives
in industrial, trade, financial and
other service organizations. How-

ever, responses to specific ques- -
tionsregarding aspectsofthe plans .

indicate a much ‘greater incidence
of such plans than is shown in the
chart, which shows the general re-
sponse as to whether the hospital
had certain benefits.

For example, it appears that the
incidence of plans is 88% for life
insurance, 96% for health insur-
ance, T1% for long-term disability
and 79% for pension or retirement
income plans. =

Benefit
Insurance
Life
Health
Accident
Disability .
Pension or-retirement
Bonus or incentive
Annuity or deferred compensation
"Home or housing allowance-
Automobile -
Club dues
Professional dues
Other
Total.annual value (average)®
*Average value for those receiving benefits

kSource: AT. Kearney, Inc.

1979

79.1%
86.2-
45.0
49.6
65.7
9.6
17.8
5.0
52.1
34.5
69.4
58
$4,152

 $3,696

Hospital exech.tive’s benefits

Percentage Receiving Benefit

1977

65.3%
15.3
255
6.4
47.0
5.6
14.2
6.4
52.4
41.0
57.3
6.4

And we try to field them all. In recent
years, nearly every producer has had
increased contact with the excess/surplus
lines market. As business has multiplied,
so have the problems. Fortunately, the E&S
market place has risen to the occasion.
Expanded E&S facilities have helped
answer questions and solve problems in.
areas of coverage, price, capacity and
general availability.

Today there are over 250 companies and
managing agents operating in the special
risk field handling coverages in well over
280 categories. Each one of these facilities
offers something. They do not necessarily
overlap-or solve the same kinds of prob-

lems. So you can understand why we
spend a great deal of time answering

questions—helping producers find the right
way to successfully resolve the questions.

Experience is a great teacher. AVRECO
provides coverage for more than 100 of
“Fortune’s 500" companies, the largest in-
dustrial .operations in the country. We also
serve smaller commercial operations so
important to the local independent agent.

. At AVRECO, we have a winner's in-_
stincts in our area of expertise. We look
each problem straight in the eye. We are

confident we can serve you and your

clients. Next time a tough question needs

answering—ask us.

SEND FOR YOUR COPY
Our interesting, easy-to-read.
“Fact Book” will give you a
better understanding of the
special risk field and the
services we offer.

AVRECO

PROFESSIONALS IN SPECIAL RISK MARKETING

200 West Monroe Street * Chicago, 11l. 60606
312/663-1500 * Telex 02-53553 * Cable AVRECO

Crain News Service Chart/October 1979
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Regional RIMS report

Insurance prices to rise next year: Vp

ASHEVILLE, N.C.—The bar-
gain-basement days for insurance
buyers will end when underwriters
scramble for ways to protect
profits against continued inflation
and the effects ofthe past few years
of competitive rate cutting, a bro-
ker predicts.

Samuel Alcorn, senior vp at
Bayly, Martin & Fay in Los
Angeles, says insurance compa-
nies are finally realizing that the
current inflation rate will continue
and they better start preparing for
some hard economic times. That
means an effective end to cus-
tomers setting the prices and con-
ditions of policy coverages by late
1980 or early 1981, he said.

But Mr. Alcorn told a gathering
of the Carolinas and Piedmont
chapters of the Risk & Insurance
Management Society here recently
that some companies might have
realized too late that they should be
pulling in their competitive reins
and they are going to suffer be-
cause of it. He was especially criti-
calofsome underwriters’ reserving
practicesin thelast couple of years.

“I was recently talking to a Euro-
pean reinsurer who, in looking at
the American market, said he
didn’t think adequate reserves
were being put aside to pay off fu-
ture losses. These firms say they
are reserving enough, but there are
plenty of people who say they are
not,” Mr. Alcorn said.

He was equally critical of under-
writers who, he said, were even at
this late date still looking for ways
to cut prices to grab a few more
customers before the market
crunch hits.

“There are companies still filing
rate deviations this month; that is
just incredible,” he said. Increased
competition and rate cutting com-
bined with an uncertain economic
future add up to an unstable and
dangerous condition, he said.

Although he scoffed at the
government'’s efforts to control in-
flation, he said something had tc be
done to contain it or else the indus-
try is going to be in bad shape.

“I don’t know of any industry
that has been-able to sustain dou-
ble digit inflation..No one has that
experience unless they were
around at the time of the Civil
War,” he said. As companies try to
cope with the problems of inflation
they are bound to make some mis-
takes of inexperience, he added.

Mr. Aleorn was less than optimis-
tic about the future, but he re-
minded his audience that the re-
cent past hasn’t been great, either.

Speaking of the big losses sus-
tained by the industry in the past
year, he said, “If there was a quota
for disasters, we met it in 1979."

The nation’s worst aviation di-

Group life totals
$1,244 billion

WASHINGTON —Group life in-
surance totaled nearly $1,244 bil-
lion at the end of 1978, 11.6% more
than a year earlier and nearly a
three-fold increase over group pro-
tection in force in 1968, the Ameri-
can Council of Life Insurance re-
ports.

Group insurance today accounts
for nearly 43% of all life insurance
in force in the U.S. The average
coverage for an employe under an
employer-sponsored plan totaled
$16,753 in 1978, the council reports,
while workers covered under
union or joint employer-union
sponsored plans had an average
coverage of $5,175. (]

-saster, two huge hurricanes—with

Frederic setting a record fo- in-
sured losses—and oil spills thzt hit
marine underwriters with huge
losses all added up toc make this
year one of the least profitasle for
the insurance industry.

But things could have been
worse, Mr. Alcorn assured the au-
dience. With the stock market fall-
ing the way it has, it was a zood
thing many insurance compoanies
pulled out of it after last being hard
hit in the mid-'70s, wh2n some
firms lost 50% of their surplus be-
cause of market downtaras.

Property and casualty urder-

wr.ters averted large operating
losses during the firs: half of 1979
orly because of a high level of in-
vastment income, he said.

In looking ahead to the 1983s, M-,
Alecon predicted that the main
cor.cern of insursrs will be 1o re-
store profitability. He also fo:esees
irereasad loss funding and more
pocl:ng by manufacturers te fund
ageizst future product liability
losses.

Warkers will also make headway
ir winning group auto plans at
large companies as well as group
legal se-vice programs, Mr. A.corn

said. He also predicted increased
government intervention in the
healtah care system and federal
minimum standards for bznefit
levels,

Insarers will find capacity a
problem for certain risks, Mr. Al-
corr. said. Besides product liability
insurance problems that will affect
future generations, Mr. Alcorn said

ther=will also be a problem finding ]

adequate czpacity for offshore
drilling rigs.

“We are talking about $350 mil-
lion to $500 million per rig. We re-
aly Faven't gotten an answer to
that one yet,” ke said. =

“Idon’t know of any industry that
has been able to sustain double
digit inflation,” says Samuel Al-
corn.
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( Captive behind schedule

~N

ASHEVILLE, N.C.—Arkwright-Boston’s newly formed
captive, HPR Mutual Litd., probably won't get its first mem-
bers until January rather than the original target date of

October.

The mutual captive, of which Arkwright-Boston will con-
trol 51% of the voting rights, is expected to attract members
because it will give them the advantages of a captive with-
out the costs of capitalization or the standard start-up ex-
penses, Frank Perkins, assistant vp for Arkwright-Boston,

told a recent gathering of risk managers here,

Members can either join the insurer as a pure captive
arrangement, handling only their own risks, or they can opt
to join the pooling arrangement offered, Mr. Perkins said.
He expects three or four companies to sign up for participa-

tion in January.

Open only to Arkwright-Boston customers, the captive
will be managed by a sister organization, Arkwright Man-
agement Ltd., and will also provide members with the
company’s engineering services. Excess coverage could be

written by Arkwright-Boston.

Regulatory threat may help

insurance buyers: INA exec

ASHEVILLE, N.C.—Insurance
companies’ response to perceived
signs of increased government reg-
ulation and scrutiny in the coming
years might pay substantial divi-
dends to insurance buyers.

To avert direct government in-
volvement in the insurance mar-
ketplace, underwriters are going to
have to solve such pressing dilem-
mas as capacity problems in busi-
ness lines like product liability,
warns John Cox, president of In-
surance Co. of North America.

Insurers are going to have to be
more responsive to consumer
needs in the next few years, Mr.
Cox told more than 100 risk man-
agers at the 10th annual educa-
tional conference sponsored here

recently by the Carolinas and Pied-
mont chapters of the Risk & Insur-
ance Management Society. If in-
surers aren’t more responsive, he
warned, efforts to pass bills now
being considered in Congress that

. would heavily regulate the indus-

try will be boosted.

State tort: reforms should also be
suggested by industry leaders as a
way to solve problems that the fed-
eral government is considering
tackling with congressional man-
dates. Mr. Cox argued for limits on
product liability losses or else the
industry won't be able to continue
to provide coverage.

“One prime example is asbes-
tos,” Mr. Cox said. “The numbers

When a problem is talked about as much
as this one, it's sometimes difficult to see the .
progress that’s being made.

The fact is, significant progress has already

been made in controlling the rising cost of

health care by Blue Cross and Blue Shield Plans.

A DIFFERENT SORT OF
MEDICAL BREAKTHROUGH.

Programs we support, like out-patient
diagnostic, same-day surgery and extended

home care have helped cut the average hospital
stay of our subscribers by as much as one full -
day. And saved $1,250,000,000 last year alone.

To further limit costs, our Plans often
set up special arrangements with hospitals
and physician agreements that establish rates
that are actually lower than those paid by
other carriers.

You see, we believe that the solution to
helping control the costs of health care cover-
age lies in controlling all
your costs.

THE EXPENSIVE
ASSUMPTION.

Some buyers make the
assumption that the cost of

LESS THAN 10% benefits will always be the
m:w«:m ' same. After all, the same
RETENTION COSTS. people will get sick and incur
THE MAJOR PART

COVERS BEMEFIT COSTS.

- A

the same costs, no matter who the carrier is.
So how can there be a difference?
The fact is, there can be a big difference.
The cost of health care coverage is actually .
two costs. The cost of benefits. And the retention .
costs (everything from risk charges and
administrative costs to reserves). But all too .
often, only retention costs get much attention.
Benefit costs are where most of your health
care coverage dollar goes. Controlling benefit
costs can have a real impact on your bottom line.
Which is why so many of our programs are.
committed to containing them.
So before you make a decision about your.
%roup’s coverage, contact your Blue Cross and
lue Shield Plan Marketing Representative.
Or write Blue Cross and Blue Shield Associa-
tions, Box 8008, Chicago, IL 60680, for the free

booklet: “The Most

Protection For Your Employees”
Otherwise, saving a little money could
end up being very expensive.

an "Blue Cross.
V& ' Blue Shield.
® ()

HELPING CONTROL ALLYOUR COSTS..

ective Health Care

E

|
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Insurers will have to be more re-
sponsive to consumer needs,
says John Cox of INA.

there are just incredible. Asbestos
claims could wipe out some of the
nation’s major carriers.”

The INA president also said the
industry should look at other prob-
lem areas of coverage—and find
ways to solve them—to head off di-
rect government involvement. He
pointed to bills in past years
authorizing riot insurance, crime
insurance and farm crop insurance
as a trend by the government to en-
croach on private competition.

“They see a problem and decide
the best way to solve it is to throw
money at it. Nothing they do in this
area would surprise me,” he said.

Mr. Cox also put in a few words
of encouragement for state regula-
tion, saying that state-by-state laws
often work out best for insurance
companies and their clients be-
cause individual states might have
individual circumstances. But this
relationship is being threatened by
a number of proposed bills that
suggest the best method to oversee
the insurance industry is by federal
regulation, he added.

One, the Williams-Javits bill to
set minimum standards for
workers compensation, is consid-
ered typical of action the govern-
ment will consider taking in the
next few years. Mr. Cox said he ex-
pects future bills to set: similar
levels for other benefits, such as
product liability claims.

A bill proposed by the former
Sen. Edward Brooke would have
created dual state and federal regu-
lation of insurance companies to
provide some guidelines for han-
dling insolvencies. Although the
prospects for this bill looked good
when it was first proposed, it has
lately been dropped from active
consideration, i

More dangerous, Mr. Cox said,
are proposed revisions of the
McCarran-Ferguson Act, changes
that are already being vehemently
opposed by many insurance indus-
try officials. One bill Mr. Cox said
the industry should be especially
wary of is the Insurance Competi-
tion Incentive Act, drawn up by the
staff of Sen. Howard Metzenbaum,

“Even the name worries me," he
said. Besides providing that insur-
ance rates would not be based on
sex, age or marital status of policy-
holders, the proposed bill alse in-
cludes provisions that would
broaden federal control of the in-
dustry, superseding state laws, ap-
ply antitrust laws to the insurance
industry and prevent insurers from
pooling risks except to meet cover-
age demands. ]
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. Companies add benefits

to trusts, consultant says

ASHEVILLE, N.C.—As compa-

nies becomre more familiar with the

* intricacies of 501(c)9) plans and
self-funded employe benefit trusts,
they are finding new applications
for them, says a consultant.

One “wave of the future,” says a
prominent actuary, is funding an-
cillary retirement benefits, such as

- continued zoverage under a prere-
tirement medical plan for the ex-
employe and his spouse.

“More and more companies are
beginning to do it,” John C.
Hickey, a partner at Kwashs Lip-
ton, told a recent gathering of risk
managers here.

Explaining that the costs ofthese .

post-retirement benefits are far
from insignificant, he said that
companies are finding they can

reap the same advantages-in plac-
ing these funds in the trust as they

.did when they set them up for stan-

dard employe benefits.

Besides offering tax-free invest-
ment income, the deductibility of
contributions .and flexibility of
contribution determination, the
trust allows the company invest-
ment flexibility and potentially
more flexibility in transferring
funds to another funding vehicle,
he said.

The zlternative to the 501(c)9)
program for these post-retirement
benefits,"adding a special rider to
the company’s group insurance
contract, might seem more attrac-
tive to some employers,-however,
Mr. Hickey conceded. He said com-+

panies see the. special life insur-
ance fund as an easier and cheaper
way to fund the benefits and it also
frees them from the investment re-
sponsibilities inherent in trusts.

But he emphasized that employ-
ers who already have the trust pro-
gram established should carefully
consider adapting to the program
to meet these new needs.

Mr. Hickey, who advocates the
use of 501(c)(9) trusts, said he has
been signing up a steady flow of
about three or four clients a year
since 1970 and all seem happy with
the experience with the trust pro-
grams. ’

Much like companies that
choose self-insurance, almost no
one ever decides to back out of the
trust once it gets going, he said.

But some industries might never
be interested in setting up the pro-
grams, he said.

Employers who have less than
1,000 salaried employas also find
their loss experience would -not

justify the program, he said. .

Blue Cross to test
drug abuse benefit
In group programs

By JOHN MAES

CHICAGO—BIlue Cross Assns.
will begin test marketing drug
abuse treatment as an employe
benefit as a step toward including
the treatment in all group pro-
grams offered by its 69 plans.

Blue Cross announced it will
shortly select two large urban cor-
porations as test sites for the drug
abuse benefit. Under the program,
workers will be able to receive in-
patient and outpatien: care as well

" as therapy and counseling for drug
problems.

Leading professionals in self insuring

know that ESIS stands for total

| “The capability to
help us gain better
leverage in the excess
coverage markets. . .”

Emmet E Monaghan

Director of Insurance

Management and

Administration

Kaiser Aluminum &
Chemical Corporation

%"Thf capability of

i providing state-by-

| state assistance in

1 workers’ comp —
with respect to claims
" investigation and
handling. ..

i . :

¢ Rita Garcia

Director, Risk Management
g Castle & Cooke, Inc. :

“The capability of
-offering extensive

. services in loss
control through their
Interational Safety
Academy...”

Russell A. Drake, Jr.
Director, Corporate Risk
Management

Borden, Inc.

al capability.

profession

“The capability to

make accurate
projections on how
much risk we should
retain each year. ..”

!5 Horace ]. Bryant, Jr.

Treasurer and Commissioner
of Revenue & Finance
Atlantic Ciry, N.].

. “The capability of

helping us improve
cash flow and thus
our overall return on
investment. .-.”

Joseph E. Fowl :
Corporate Insurance Manager
Montgomery Ward

& Company

The significance of these comments — from your
standpoint — is that ESIS can serve as a capable part-

ner in any phase of self insuring
clients are already self insuring,

. Whether your

or planning to go this

route, you can assist them with expertise from a single
source. ESIS provides specialized programs in claims
management; self-funded employee benefits, loss
control, statistical analysis, safety and health: train-
ing, rehabilitation, subrogation, salvage and other
related services normally performed by an insurance
carrier. These services are available through

160 offices — all set up to work directly -

with agents and brokers. Contact us

for full details.

An INA Corporation Company, 4050 Wilshire Blvd., Los Angeles, CA 90010

The new benefit is a departure
from.established Blue Cross prac-
tices. Most plans provide limited
drug abuse coverage only for asso-
ciated conditions that require hos-
pitalization. The new concept
places emphasis on prevention and
rehabilitation, Blue Cross officials
say.

“A number of our members may
be treated for drug abuse but with
disguised. diagnoses,” said Arthur
F. Leyland Jr., senior project man-
ager. “But by promoting early
treatment, we can avoid the costs
associated with drug problems.”

“While the Blue Cross organiza-
tion is traditionally associated with
the payment of hospital bills, we
feel a responsibility to see whether
prepaid treatment benefits, both in
and out of the hospital, can deal
with the problem of drug abuse,”
said Walter J. McNerney, president
of Blue Cross/Blue Shield Assns.

Drug abuse treatment alone cost
$500 million throughout the U.S.
last year, he said, and the problem
creates additional costs of between
$10 billion and $20 billion yearly in
lost work time, productivity,
crime, health care and the costs of
rehabilitation and welfare pro-
grams.

The costs of testing the plan will
be financed with a three-year
$930,000 grant from the National
Institute on Drug Abuse, Mr. Ley-
land said. The funding will pay for
project costs such as data collec-
tion, consulting services and un-
derwriting, he said.

Initially, Mr. Leyland said, the
two program test sites will be
larger corporations in urban areas
that have a greater number and di-
versification of employes to ensure
more accurate evaluation of the
program.

Ultimately, it is hoped Blue
Cross will be able to recommend
that all its member plans, with
group programs covering some 83

-million workers, adopt drug treat-

ment as a regular employe benefit,
he said.

The benefit will cover therapy
for up to two one-year periods, 28
days of hospital care and up to 140
days in a residential therapeutic
community. Also covered will be
up to 100 outpatient or therapy
visits.

Mr. Leyland said the benefit is
expected to cost 50 cents to $1 per
month for a family of four. How-
ever, Blue Cross will discourage
employers from requiring copay-
ments or cost-sharing in order to
promote use of the benefit.

Citing Blue Cross estimates that
nearly one million plan members
ortheir dependents need the bene-
fit, Mr. Leyland said the coverage
of dependents will be an important
factor in its success. Frequently, a
worker’s spouse or teen-age child
will have a drug dependency prob-
lem that affects the worker's per-
formance, lowers productivity and
creates cost, he said.

Blue Cross will also promote use
of the benefit, he said. “We’ll want
members to know that they won't
be fired if they use the program and
that it won’t affect their promo-
tional possibilities.” Confidential-
ity of files is assured, he said.

Mr.- Leyland said Blue Cross
hopes to integrate drug abuse
treatment into a comprehensive
benefit package that will include
preventive care for alcoholism, hy-
pertension detection and control
and cancer screening.

Blue Cross also hopes to offer the
benefit to individuals. =
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Cut shopping time to a few minutes by cutting out
the coupon below. Use it to start sending Business
Insurance and its exclusive information and news to
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a gift card in your name. (We’ll aso include the val-
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Syntex Laboratories

British women sue pill manufacturer

By JOHN MILLER

LONDON—A large number of
British women are suing Syntex
Laboratories Inc. of Palo Alto,
Calif.,, as they threatened to, con-
tending they have been harmed by
taking birth control pills (BI, May
28, 1979).

The suit, filed in the U.S. by
Catherine Holmes, 28, of Marsden,
Yorkshire County, alleges Mrs.
Holmes took one of the U.S. firm’s
products known as Norinyl for five
years before she suffered a severe
stroke in May 1978. She and her
husband, Leslie, are seeking both
general and punitive damages on
the ground that Syntex Laborato-
ries marketed the drug as an oral
contraceptive even though the

company knew it had dangerous
side effects.

The amount sought in damages
is not given in the lawsuit filed in
California state court in Santa
Clara, but Mrs. Holmes has said in
the U.K. that she wants at least $1
million because she cannot lead a
normal life.

The action is being taken only in
the name of Mrs. Holmes, but
members of the Pill Victims Action
Group in the U.K. are waiting to
join the litigation either in Califor-
nia or other U.S. states.

Syntex Laboratories has not
been notified of the suit, said its
attorney, Terry Ansnes. If the firm
isnotified, it will probably fight the
suit on the jurisdictional grounds

that the drug was manufactured,
prescribed and used in England.

Syntex Pharmaceuticals Ltd.
manufactures and markets birth
control pills in the U.K. Both Syn-
tex Laboratories and Syntex Phar-
maceuticals are subsidiaries of the
Syntex Corp. of Panama.

Syntex Laboratories is self-
insured for the primary layer oflia-
bility insurance, but Mr. Ansnes
would not disclose the amount.

Birth control pill-related law-
suits have also been filed against
G.D. Searle & Co. of Skokie, Il
and Y.F. Wyeth of Philadelphia,
and are being contemplated
against Ortho Pharmaceutical
Corp. of New Jersey and Parke-
Davis Co. of Detroit, noted Mr.
Ansnes.

Drug companies generally have
substantial self-insured retentions
with excess insurance written by
the London market.

Syntex, one of the U.S.’s largest
drug producers, began promoting
Norinyl in the U.S. nearly 20 years
ago and later distributed it in the
U.K. and other countries.

The Holmes suit contends that
‘defendants knew that it pos-
sessed dangerous properties which
could cause serious injury or
death, but caused it to be distrib-
uted in the U.K, without any rea-
sonable warning. They failed to
give adequate warning about its
propensities to the medical profes-
sion and failed to educate the pub-
lic about it, even though its long-

WOHLREICH & ANDERSON

COMPLETE MARKET COVERAGH

DEALING EXCLUSIVELY THROUGH AGENTS AND BROKERS

ALL RISK
COVERAGES

We have been, and are, the leading E&S
house for DIC, All Risk and Special Busi-
ness Interruption coverages. Our pool of
in-house facilities enables us to handle just
about any approach to broad form first
party programs, including Livestock and
Contingent covers.

Depending on the State involved, we
have approximately $1 million general
agency underwriting authority with prac-
tically no exclusions. Thanks to our excel-
lent performance for our carriers through-
out the years, it is relatively simple to ar-
range for layers in excess of our own first
loss placements in the market,

FINANCIAL

INSTITUTIONS

On financial institutions we are the pri-
mary market for the Lloyd’s All Risk
Mortgage Protection L&S form. This
unique form enables financial institutions
to discontinue checking and arranges for a
single interest DIC over the entire port-
folio. As an option certain portions of the
bank’s own property and extra expenses
can be included.

We are also the leading market for Trust
Department E&Q and, of course, D&O for
Savings & Loan Associations. On the D&O
program for Savings & Loan Associations,
we have a special arrangement with one of
the largest insurance companies in the

world that provides an extremely broad
form at competitive premiums.

We also provide other supplementary
coverages for financial institutions, includ-
ing a single interest chattel mortgage pack-
age called FIPP, Contingent Lawyers
E&O, Master Fire & EC, Kidnap & Ran-
som, Suicide Waiver Insurance, DIC
Single Interest on Builders Risks, IRA-
Keogh E&O for S&L’s, ete, and etc.

THIRD PARTY-
PRIMARY, EXCESS
AND UMBRELLA

On the Casualty side, we enjoy excellent
general agency arrangements that may be
of assistance to you in the coming year.

We have a CSL binding authority with
no exclusions except workmen's compensa-
tion, primary auto and bonds. We can in-
crease this to $500,000 CSL, but will only
utilize this subject to self imposed exclu-
sions which, incidentally, are not as restric-
tive as most carriers require.

We also specialize in umbrellas or casu-
alty layers up to $3 million. The only re-
quirement here is that we have a minimum
of $100,000 insured beneath us in a respon-
sible and qualified carrier. In certain cases,
we can also provide excess or umbrella lay-
ers over self-insured retentions of at least
$25,000.

We offer practically unlimited capacity
on most classes of excess coverage either in
our own companies or through our many
markets. We also have developed expertise
and markets to handle ERISA exposures
through our fiduciary liability programs.

MALPRACTICE

For those risks in dire need of a malprac-
tice carrier, the Merrill Division acts as the
sole underwriting agents of a long estab-
lished American pool.

‘We do not choose to be competitive with
short term approaches offered by some
cther carriers. However, the Merrill pec-
ple have been doing this class for 25 years
and feel that they can continue to provide
a steady malpractice market at the correct
rates and terms. This facility might be ex-
tremely important to you if there is a sud-
den restriction or withdrawal by the car-
riers who have recently experimented with
this volatile class.

By loss control and proper claims han-
dling; we reduce insurance cost, and many
risks which started out with market diffi-
culties have ended up with very favorable
terms.

DIRECT
LONDON
ARRANGEMENTS

We must remind you that the Alexander
Howden Group is one of the largest Lon-
don insurance firms with over 2,500 em-
ployees at your service.

If you have a substantial volume of
business and trained personnel in your
office for Lloyd’s type placements, arrange-
ments can be made for a direct relation-
ship. This is especially important in Avia-
tion and Marine.

On the Non-Marine side a joint ar-
rangement can be made whereby submis-
sions and covers for Property, Liability,
Kidnap, Ransom, Auto Physical Damage,
etc., could go directly to our London office
and we would supplement those London
placements as required in our domestic
facilities.

Boston, Mass. (617) 426-9556
Chicago, lll. (312) 454-0696
Cleveland, Ohio (216) 241-2917
Columbia, Md. (301)997-1272
Garden City. N.Y. (516) 222-0801
Hartford, Conn. (203) 561-3600

Indianapolis, Ind. (317) 842-5911
King of Prussia, Pa. (215) 688-3532
Livingston, N.J. (201) 994-0896
Los Angeles, Calif. (213) 383-0436
New York, N.Y. (212) 349-3020
Pittsburgh, Pa. (412) 232-3235

Portland, Or. (503) 226-6525
Richmond, Va. (804) 745-9460

St. Louis, Mo. (314) 231-3586

San Francisco, Calif. (4°5) 981-7190
Seattle, Wash. (206) 624-6080
Southfield, Mich. (313) 569-3188

Home Office: &€ Commerce Drive, Craniord, N.J. 07016—(201) 272-2500

range effects were really not
known at all by them.”

Strict liability is alleged on the
ground that Syntex supplied a de-
fective product that had not been
properly tested for long-range use
and there was no reasonable or fair
warning given about its nature.

The lawsuit charges fraud be-
cause Syntex is said to have
“falsely represented to the general
public and the medical profession
in the U.K., and to Mrs. Holmes,
that oral contraceptives generally,
and Norinyl specifically, were rela-
tively harmless...and that every
precaution had been taken to en-
sure safety.”

Punitive damages are sought be-
cause Syntex acted in ‘“‘conscious,
willful and reckless disregard of
therights of others” and knew that
injury to innocent persons would
result, the suit alleges.

Mrs. Holmes, who took Norinyl
on her doctor's advice, had a severe
stroke which caused impairment
of speech and the bodily functions
of her left side, as well as partial
paralysis and shock. Five months
after she stopped taking the pill in
1978 she found she was pregnant,
but had a miscarriage which she
blames on prior medication. Mr.
Holmes seeks damages for being
deprived of her care and consor-
tium while she was ill.

The suit suggests that Syntex
knowingly concealed the facts
from U.K. oral contraceptive vic-
timsand that they should therefore
be entitled to an extended limita-
tion period for filing a suit.

Product liability insurers in both
the U.S. and U.K. are watching the
demands of the Pill Viectims Action
Group, which began after attorney
Gerald C. Sterns of San Francisco
visited them in London to explain
the possibility of U.S. lawsuits. The
group’s membership in the U.K.
has jumped to 600 from 300 since
his visit last April

Judith Challenger, one of the
group’svigorous leaders, told Busi-
ness Insurance: “Although the
complaint filed in Santa Clara
names only one family, it has been
lodged on behalf of all the families
in the group who have taken this
particular pill.” o

Profit sharing
execs fined

OMAHA—Two administrators of
a corporate profit sharing plan here
have been fined a total of $100 plus
court costs by a federal judge after
pleading guilty to violating
ERISA’s reporting and disclosure
requirements, the first case of its
type. .

John Douchey and Lee Bern-
stein, owners of the Omaha
Dressed BeefCo. and the plan's ad-
ministrators, pleaded guilty Sept.
19 to a charge that they failed to
provide two employes with a sum-
mary description of the plan, an an-
nual report and a statement of ac-
crued benefits.

Each man could have faced a
year in prison, a $5,000 fine or both,
said Robert Kokrda, assistant U.S.
attorney for the district of Ne-
braska.

The charges stemmed from an
investigation by the Department of
Labor earlier this year after com-
pany employes complained they
were unable to obtain the informa-
tion they had requested about the
profit sharing plan, Mr. Kokrda
said. ERISA requires the state-
ment of benefits must be provided
on request while the summary an-
nual report of the plan and its de-
scription must be provided as a
matter of course. Charges were
filed when the two administrators
failed to comply with the law after
the Labor Department notified
them about their responsibilities to
disclose the information, said Mr.
Kokrda. L
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Chrysler collapse
could fuel huge hike
in PBGC premiums

WASHINGTON—The premiums
companies pay for federal pension
termination insurance could more
than triple if ailing automaker
Chrysler Corp. goes bankrupt, a
top federal pension official told a
Senate committee,

Annual termination insurance
premiums could skyrocket to $9.60
per participant, up from the cur-
rent $2.60 per participant, if Chry-
sler folds, said Robert Nagle, the
newly installed executive director
of the Pension Benefit Guaranty
Corp. The PBGC is the federal
agency that guarantees workers’
vested pension benefits.

Mr. Nagle’s warning of a huge
pension premium hike came as the
Senate Banking Committee
opened what appears to be a
lengthy series of hearings on what
the federal government should do,
if anything, to bail out the finan-
cially troubled Chrysler Corp., the
nation’s third largest automaker.

Possible federal remedies to
shore up Chrysler have been dis-
cussed since the company revealed
it lost an unprecedented $270 mil-
lion in its last fiscal quarter and
that it could go into the red to the
tune of more than $1 billion before
year-end.

A quick look atthe arithmetic ex-
plains why pension plan termina-
tion insurance premiums may have
to rise so dramatically if Chrysler
folds, assuming a “worst case’ sit-
uation as Mr. Nagle did before the
Senate committee.

PBGC estimates Chrysler’s total
pension liability that the federal
agency would have to guarantee is
about $2 billion. If Chrysler goes
under, the PBGC would take over
the automaker’s $1.043 billion in
pension fund assets.

These assets would provide
PBGC with sufficient cash to pay
guaranteed pension benefits to
Chrysler retirees for about the next
six years, but would still leave the
PBGC holding the bag for another
$1 billion in guaranteed pension
benefits.

Under the pension reform law,
the PBGC has a preferred lien on
30% of firm’s net worth. It is feared,
though, that if Chrysler goes down,
the firm may not be worth any-
thing at all, forcing the PBGC to
raise termination insurance pre-
miums for all other companies to
make up for the $1 billion Chrylser
shortfall.

Some observers question if the
PBGC has the management or fi-
nancial capability to take over
Chrysler’s plans (BI, Aug. 20).

Sen. William Proxmire (D-Wis.)
questioned if Mr. Nagle’s “worst
case” scenario is realistic.

Mr. Proxmire, the influential
committee chairman, noted that
Mr. Nagle assumed that all Chry-
sler plants would be shut down,
that none of its divisions would be
picked up by other corporations or
that the firm would not resurface
after going through bankruptcy

-Fireman's expands

Fireman'’s Fund Insurance Cos.
will open new offices Nov. 5 in Al-
buguerque and Memphis. The Al-
buquerque office will be responsi-
ble for commercial lines business
throughout New Mexico. The
Memphis office will initially cover
western Tennessee and will also
cover northern Mississippi and
northeastern Arkansas in 1980. C.
Kenneth Jones will head the Mem-
phis office and James J. Biernat
will head the Albuquerque office.

reorganization—which are as-
sumptions that may not pan out.

Mr. Nagle said the PBGC cannot
fine tune its estimates of the im-
pact of a Chrysler termination on
pension plan insurance premiums
until Chrysler’s plans actually ter-
minate and more information be-
comes available.

Chrysler has 11 defined benefit
pension plans covering 90,000 em-
ployes and 50,000 retirees or
spouses of retired workers, All but
oneof these 11 plans lack sufficient
assets to cover promised pension

benefits. w
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Annual termination insurance
premiums could more than triple,
says Robert Nagle.
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Every Hour 4 New Companies
Trust UsWith Their Lives.

They save money in the bargain. By buying Group Life insurance from Phoenix Mutual.

For 2 employees or 2,000 or more, our Group Life plans made sense to 8,126 company
presidents last year alone. That’s an average of 4 every business hour of every normal busi-
ness day. All year long. They banked on our reputation for the sake of their employees.
And on our price for their bottom line.
Why not trust your employees’ lives — and your budget — to the company that protects
* both. Phoenix Mutual, Hartford, CT 06115.

Phoenix Mutual

We're saving a lot of people a lot of money.
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Benefits conference

Only pros get fiduciary policy: Insurer

NEW YORK-—Pension fund
sponsors and trustees who fail to
hire competent advisers could face
another ‘“malpractice  crisis,”
warns a leading fiduciary liability
insurance underwriter,

Availability of fiduciary liability
coverage for trustees of multi-
employer pension plans will reflect
the professionalism of persons se-
lected to manage and advise the
plans, said Marshall R. Rattner,
president of Professional Indem-
nity Agency of New York.

Mr. Rattner’s firm is managing
agent for U.S. fiduciary liability
business written by Lloyd's of

London. He says he controls 40% of
the market for this risk.

“To reduce expense through-

hiring incompetent professionals
would be sheer suicide,” he told
participants in a seminar at the In-
ternational Foundation of Em-
ploye Benefits Conference here.
Funds that do so will find them-
selves subject to an insurance cri-
sis, he predicted.

Noting that trustees must act as
“prudent men” under the pension
reform law, Mr. Rattner said it is
impossible to be a prudent man
without the aid of highly qualified

professionals.

It is too early to tell whether all
pension fund sponsors will face a
fiduciary liability insurance crisis,
Mr. Rattner said. Fiduciary suits
are on the rise, but court attitudes
have varied.

Since passage of ERISA, about
2,500 fiduciary liability cases have
been reported. More than $25 mil-
lion has been restored to pension
plans under ERISA enforcement
suits brought by the Department of
Labor, said Joseph Hellman, secre-
tary treasurer of the Washington-
based Graphic Arts International
Union.

Of the six insurers writing fidu-
ciary liability insurance in 1974, Se-
quoia Insurance Co. and GATX In-
surance Co. (now INAX) have
dropped out and First State Insur-
ance Co. and CNA have reduced
their underwriting activities, Mr.
Rattner said. Other markets pres-
ently writing the coverage include
Aetna Life & Casualty, Lloyd’s of
Liondon and Federal Insurance Co.

The DOL has “unlimited re-
sources” to bring ERISA actions
and insurers have often found de-
fense costs running several times
the value of the claims themselves,
Mr. Rattner said. A critical factor in

blew
it.

Don't like to admit it. But IRI blew it this time.

How? By not joining the rush to hop on the
energy bandwagon. By not announcing
some trendy program for insuring energy-
related facilities.

Why not? Because our engineers have been

working with the energy industry for so long
that we didn't think it was news.

Look at our record. IRl is currently involved in

hundreds of energy-related projects. Insur-
ing pilot plants. Reviewing building plans.
Advising on new processes. Working with

coal gasification plants, synthetic natural gas

plants, solar energy component plants, re-
covery plants. Traditional energy-related
properties, too.

And our record goes right back to 1890. To-

day, we have more experience in this area

than anyone. And $10 billion in policyholder

surplus. Enough to do the job right.

So, when everyone got fired up about fuel
exploitation and energy production, we
thought they were just catching up with
some of the things we've been doing all

along.

The way we look at it, why toot your hom
when you're already leader of the band?

industrial
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nsurers
Hartford, CT 06105

selecting a fiduciary liability in-
surer should be the amount of legal
expense coverage provided, he
added.-

Other criteria for evaluating fidu-
ciary policies include whether they
cover activities the policyholder
should have known about, whether
they cover wrongful acts and, if the
form is an amendment to a corpo-
rate plan form, whether all trustees
are insured, he said.

Piduciary liability claims have
resulted primarily from criminal
activities, errors and omissions, as
an outgrowth of handling of bene-
fit claims and as a result of profes-
sional incompetence or failure to
heed advice given by profes-
sionals, Mr. Rattner continued.

So far, most of the claims have
been for failure “to act solely in the
interest of plan participants” or “to
provide benefits and defray neces-
sary expenses,” said ERISA expert
Marc Gertner of Shumaker, Loop
& Kendrick, a Toledo law firm.

Cases are likely to be brought in
the future for other breaches of fi-
duciary responsibility defined in
Section 404(a) of ERISA, he said.
These include failure to act as a
prudent man, failure to diversify
investments and failure to act in ac-
cordance with plan documents, he
noted.

The definition of who is a fidu-
clary varies with the pension plan,
Mr. Gertner noted. Under ERISA
and various court decisions,
trustees and investment managers
have always been found to be fidu-
ciaries.

Consultants, auditors, actuaries
and attorneys could be considered
fiduciaries, however, if their ser-
vices go beyond performance of
“ministerial duties,” he said. A per-
son who possesses or exercises au-
thority over the fund is a fiduciary,
Mr. Gertner explained.

“Sitting in on a meeting and giv-
ing advice doesn’t make a profes-
sional a fiduciary in all cases,” he
said. But a consultant presenting
an extensive report on investment
strategies is likely to be considered
a fiduciary if that advice is ac-
cepted. s

FICA tax
fo increase:
Consultant

NEW YORK—Employers grum-
bling about the cost of Social Secu-
rity contributions have only fur-
ther increases to look forward to in
the next 50 years, says a consultant.

Government estimates show that
employer-employe tax rates for So-
cial Security will rise from the
present level of 6.05% of payroll to
about 8% in the year 2000 and 12%
by the year 2025, A. Haeworth Ro-
bertson, vp at William Mercer, told
arecent gathering ofemploye ben-
efits managers.

Although it's expected that as
much as a third of future Social Se-
curity expenditures will have to
come from an additional nonpay-
roll tax, that won't mean employer
contributions will decrease as a re-
sult, he added. That extra money
will be needed to pay for the in-
creased cost of the Social Security
programs, not to relieve the finan-
cial burdens of employers.

Mr, Robertson said the national
trend of later retirement might
lessen some of the problems facing
the Social Security system in the
coming years because more people
working longer means a reduction
in benefits paid, but he added that
the netresult wouldn’t be a savings
of funds.

“These cost savings would be ne-
gated by further liberalizations of
the retirement test and further in-
creases in the delayed retirement
credit,” he said, u
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Second surgical opinions cut costs: Study

NEW YORK—Second opinions
on elective surgery, negotiating
physicians’ fees and in-house hy-
pertension. clinics reduce the
amount of surgery and health care
costs, conclude recently com-
pleted studies by Cornell Medical
College.

The findings present some of the
first concrete evidence that these
cost containment efforts work.

Two multiemployer welfare
fundsthat participated in the study
at New York Hospital-Cornell
Medical Center reported substan-
tial savings from members obtain-
ing a second opinion before claims
for surgery were paid. Since 1972,
the United Store Workers showed
an annual 9% decrease in surgical
claims and the Building Services
Workers Fund reported a 12% de-
crease.

In all, 10,082 health plan mem- |-

bers received voluntary and man-
datory second opinion consulta-
tions. Of that number, 26% were
not confirmed for surgery by the
second consultant. Of those pa-
tients who did not receive the sec-
ond go-ahead, 78.7% chose not to
have the surgery performed.

The experience of these two
plans ran counter to the national
average on surgery during the
same period. Some of the most fre-
quently performed types of sur-
gery greatly increased, with hys-
terectomies going up by 40%, cata-
ract surgery by 146% and knee sur-
gery by 56%.

The study, conducted by Dr.
Eugene McCarthy and research as-
sociate Madelon Lubin Finkel, was
released at the recent conference of
the International Foundation of
Employe Benefit Plans.

The study of two second opinion
programs found that 33.5% of par-
ticipants in a voluntary program
with Local 32J of the Building Ser-
vices Workers Union were not con-

firmed for surgery and 17% of par- |

ticipants in a mandatory program
with Local 32B of the same union,
were not confirmed for surgery.
(The locals merged in 1978.)

Knee surgery, hysterectomies
and prostalectomies were found to
have the highest non-confirmation
rates. In the voluntary group the
non-confirmation rates were 48.1%
for knee surgery, 42% for hysterec-
tomies and 41.5% for prostalecto-
mies.

For the mandatory program, the
rates of non-confirmation were
920.8% for knee surgery, 27.3% for

hysterectomy and 20.7% for prosta- |.

lectomy.

Mandatory second surgical pro-
grams have lower non-confirma-
tion rates-because all patients rec-
ommended for surgery must par-
ticipate while only interested pa-
tients do so ina voluntary program.

Dr. McCarthy, ¢linical professor
of public health at Cornell, recom-
mends the mandatory approach
since plan participants can fall
back upon this requirement when

getting their doctors to agree to a;

second opinion.

Cornell has also been conducting
a cost-impact study of the benefits
of second surgical opinion pro-
grams to-find out whether they
produce long term benefits.

Medical costs for 350 non-
confirmed persons are being-com-
pared with those for 350 randomly
selected confirmed cases. Allmedi-
cal histories involve persons who
sought second opinions between
January 1977 and December 1978.
The comparison focuses upon the
62% of the non-confirmed persons
who did not have surgery and the
91% of the confirmed who did.

Cost for persons in the two
groups are being measured for the
12 months following acceptance of
a second. surgical opinion. Al-
though data is not complete and

the results will not be finalized un-
til next summer, substantial sav-
ings are expected, said Susan Arm-
strong, a research associate with
Cornell.

Local 32B of the Building Ser-
vices Workers Union also saved
$987,034 through a physicians’ fee
negotiations program in operation
since 1975. The union pays doctor
bills at 13 times the rate listed on
the California Payment Schedule.

Members can either go to doctors
participating in the union’s panel
or outside doctors. If fees exceed

the union’s schedule by less than
$50, the member-pays the:balance.
If they exceed .the schedule by
more than that, .the union tries to
negotiate a lower fee.

Of approximately 440 physicians
contacted during the program’s
first year, 298 agreed to accept Lo-
cal 32B’s schedule, 114 refused and
19 said they would discuss the fee
with their patient, said Hirsch S.
Ruchlin, professor of economics at
Cornell.

The average savings per case was

$246 and the administrative cost of

- $5,000—the program involved one-

fourth of a fund employe’s time—
yvielded total savings of about
$100,000 or $20 for each dollar
spent, he added.

In-house hypertension screening
and treatment clinics have also re-
sulted in 80% of participants with
high blood pressure getting their
blood pressure under control, said
Dr. Michael Alderman of the medi-
cal center. .

The program was begun with the
United Store Workers Union and

expanded to five other unions in
New York.

The program has resulted in a
19% reduction in absenteeism and
elimination of at least one heart
disease case a year at one of the
department stores participating in
the program, Dr. Alderman said.

The treatment, which involves
an annual checkup with an in-
ternist plus followup consultations
as needed and 11 annual visits to a
nurse-therapist, costs about $200
per patient versus $500 per patient
in a traditional medical setting. =
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approach to serving independent agents .
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of quick, local contact and service. Each
local office is autonomous. And, a local
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his own top decision maker. He can give
your accounts immediate attention.
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markets. Only a firm with national
buying power can deliver the markets

The industry’s only

. !
- LOGALNATIONAL

Surplus Line Broker

*Ask about H & W Risk Management Services

H & W INSURANCE SERVICES

EXCESS/SURPLUS LINE BROKERS
LOS ANGELES: 16255 Ventura Boulevard ¢ Encino, California 91436

: NEW YORK
(212) 227-6880 |
(X PHILADELPHIA |
) {nJ] (215) 925-6070

PITTSBURGH
(412) 323-0301

CHICAGO
(312) 726-7055

ATLANTA L}iﬂ
(404) 262-2240 ‘

TR miami
o (305) 592-8066 ;

necessary to do the job. On those ||
occasions when your account requires i
extra effort to obtain the results you i
need, there’s strong, national 1'
cooperative support from the Managers i
of all locations. You can bet one of !
them has a solution to your problem.

It’s easier to do business with the
“Localnational” company. Immediate- '
local response from a top decision |
maker with substantial national support. !
When you need us, we respond with
solutions, not excuses.

(213) 990:3040




0LLE-LSY (E1¢) 8¥006 YO "PAIG SIUSIIM $OP9 'STIIDNY SOT $225-649 (Z1E) L1909 I IS USNY O/ 0DV OIHD » 0S05-986 (C12) L1000} AN "9AY PIYL BOL “MHOA M3IN







90 / business insurance, October 29, 1979

cALLEAA For

PUBLIC OFFICIALS
LIADILITY
INSURANCE

With the growing trend toward abrogation of gevernmental immunity,
suits alleging wrongful acts of public officials in the performance of their
duties are becoming more and more common.

CMI offers a comprehensive Public Officials Liability Policy geared to
protect the public official and the local or county government he works
for. Among its features:

(1) A form covering wrongful acts of the official
(2) Reimbursement coverage for public entities
(3) Public entity itself for wrongful acts

Full three year policy—can be paid in annual installments (to fit
municipal budgeting needs)

$1,000,000 limit—with higher limits available

For complete details, call CMI.
[ ]

Capacity Managers International, Inc.

160 Water Street, New York, N.Y. 10038 (212) 344-5300
10 S. Riverside Plaza, Chicago, IL. 60606 (312) 641-3377
3345 Wilshire Bivd., Los Angeles, CA. 90010 (213) 380-3770
100 Wood Ave., Iselin, N.J. 08830 (201) 549-4990

cALLEAA For

ALL-INCLUSIVE
RESTAURANT
PACKAGE

A money-saving single policy with all risk capability; higher limits and
broader protection compatible with today's ever-increasing exposures.

Eligibility limited to quality family style restaurants: value of at least
$250,000 B&C; 3-year ownership; owner operated.

Protection includes:

Building = Contents » Business Interruption » All Risk or Named Peril
Lost Rents « Extra Expense » Crime Coverage

Neon Sign or Outdoor Sign « General Liability « Premises Operations

Products » Non-Owned Auto » Personal Injury
(Liquor Law available in some states)

For complete details, call CMI.

Capacity Managers International, Inc.

160 Water Street, New York, N.Y. 10038 (212) 344-5300
10 S. Riverside Piaza, Chicago, IL. 60606 (312) 641-3377
3345 Wilshire Blvd.. Los Angeles, CA. 90010 (213) 380-3770
100 Wood Ave.. Iselin, N.J. 08830 (201) 549-4990

Freezing pensions
for older workers

cuts costs:

By ELLIS SIMON

NEW YORK—Employers with a
substantial number of employes
working beyond age 65 can save
between 15% and 25% on defined
benefit pension costs by freezing
pension benefits for these older
workers, an actuary says.

The recent amendments to the
Age Discrimination in Employ-
ment Act provide a rare instance in
which the government is providing
away to cut employe benefit costs,
said Ronald L. Haneburg of Buck
Consultants Ine.

Mr. Haneburg provided an over-
view of the effect of ADEA amend-
ments on benefit plans to partici-
pants at a seminar during the Inter-
national Foundation of Employe
Benefit Plans conference held here
this month.

Savings result from freezing
workers’ pension benefits at age 65
because when an employe retires
after age 65 on the same benefit as
he/she would have received at 65,
the benefit is paid for a shorter pe-
riod of time, Mr. Haneburg ex-
plained.

If benefits paid to retirees are in-
creased, however, the benefits paid
to persons working beyond 65
must also be increased, Mr. Hane-
burg said.

Freezing benefits at age 65 for
people who work beyond that nor-
mal retirement age is “clearly dis-
criminatory,” Mr. Haneburg ob-
served, but is permitted under the
law. During congressional debate
on the amendment, supporters of
the bill answered yes when asked if
freezing benefits would be permit-
ted, he said.

Final Department of Labor
guidelines on handling employe
benefits under ADEA were issued
May 22. Enforcement has been the
responsibility of the Equal Em-
ployment Opportunity Commis-
sion since July 1, and the EEOC
has temporarily adopted the DOL
rules. EEOC could issue new regu-
lations, Mr. Haneburg said.

Employe benefit plans were re-
quired to comply with the regula-
tions as of May 22, but it will take
several years before the govern-
ment can bring all plans into com-
pliance, he noted. Plan sponsors
should be taking steps to bring the
plans into compliance, he said,
adding that doing nothing could
bring trouble from the EEOC.

If pension plans freezing benefits
also subject older workers to re-
duced benefits for choosing a lump
sum payment or dependent cover-
age could be found to illegally dis-
criminate, Mr. Haneburg warned,
the older retiree in that case would
be penalized twice. Plans must
freeze actuarial reductions or have
a specific reduction applicable to
persons of all ages, he said.

The regulations also require au-
tomatic preretirement spouse's
death benefit coverage for persons
working beyond 65. It would be
“unacceptable” for plan sponsors
toreduce pension benefits to older
workers for providing this manda-
tory coverage, Mr. Haneburg said.

Sponsors should either make the
preretirement spouse’s death ben-
efit coverage available free of
charge, or charge for it before age
65 and make it free after that, he
suggested.

Most single employer pension
plans are expected to freeze bene-
fits for persons working beyond
age 65. Multiemployer plans are ex-
pected to continue accruing pen-
sion benefits for these persons,

Actuary

however, Mr. Haneburg noted.

Employers could also choose to
begin pension payments at age 65,
regardless of whether a person
stops working, but few firms are
likely to do so, he added.

Another alternative is segregat-
ing funds needed to pay an
individual’s pension, freezing con-
tributions and letting them earn in-
terest from the time the worker
reaches age 65 until he retires. That
approach would be attractive pri-
marily to small employers seeking
to increase the size of their own re-
tirement funds, Mr. Haneburg said.

For defined contribution plans
such as profit sharing and thrift
plans, freezing of benefit accruals
is permissible if they are the sole
retirement plan. If the planis a sup-
plemental one, benefits can’t be
frozen. Mr. Haneburg called the
government’s approach ‘“back-
wards,” since the “person with the
single plan needs the money
more.”

Regulations on group insurance
benefits are guided by three princi-
ples:

e It's illegal to deny coverage to
workers up to age 70.

o If benefits for workers over 65
are reduced, the cutback must be
justified by cost comparison with
coverage costs for workers be-
tween 60 and 65.

¢ Employe contributions cannot
be increased to keep coverage
levels constant.

For group health coverage, em-
ployers may ‘“carve out” coverage
for items payable through Medi-
care, but must notify the employe
of it and assist him in enrolling for
Medicare coverage, Mr. Haneburg
said. He expects EEOC to interpret
this rule strictly.

In noncontributory plans, spon-
sors are expected to be required to
pay the premium for supplemental
Medicare coverage and continue
coverage on the spouse and depen-
dents, Mr. Haneburg said.

For contributory plans, pre-
miums charged employes may rise
only in proportion to increases ex-
perienced by the employer. Sup-
plemental coverage can be pro-
vided separately from the under-65
plan, but the employer’s cost must
be as high as if he simply carved
Medicare out of the existing plan.

For group life, employers can an-
nually reduce benefits on a per-
centage basis as the employe ages
or they may use a single cut in ben-
efits for workers over 65.

Long term disability coverage
can either be provided in full until
age 70 or be reduced according to
several formulas, provided it is
lessened only to keep costs in line
with providing coverage for
workers in the 60 to 65 age bracket.

Insured and self-insured em-
ployers providing short term dis-
ability coverage also are permitted
to reduce benefits to the extent of
cost increases, but firms providing
coverage directly from payroll are
not permitted to do so. L

German firm

seeks stock

ST. PAUL—AIllianz Versicher-
ungs-Aktiengesellschaft, head-
quartered in Munich, has offered
$138.3 million for 98.2% of the stock
of Minneapolis-based North Amer-
ican Life & Casualty Co. Allianz is
seeking to purchase the stock cur-
rently held by Mutual Life Insur-
ance Co., of New York.

Allianz is one of the world's 10
largest insurers. s
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Abolish insurance to cut health costs: Vp

NEW YORK—Walter McClure,
vp of the Minnesota-based Health
Policy Group of InterStudy, sug-
gests a way to cut the country’s
medical bills: Practically do away
with insurance.

“The only way to make people
spend dollars on medical care as if
it were their own money is to make
it their own money,"” Mr. McClure
told a recent conference of the In-
ternational Foundation of Em-
ploye Benefit Plans.

“If it is insurance that creates the
blank check for medical care, then
let us get rid of all the insurance
that we can. We can replace that
with a program that only covers
medical expenses when they equal
more than 10% of a person’s in-
come.”

But while pushing the merits of
his scheme, Mr. McClure admitted
he had little hope of it ever being
accepted.

“Tt is a clever, attractive idea that
would probably work, but there is
no way that this idea is going to go
anywhere. It is just politically un-
feasible,” the researcher conceded.

Instead, he urged his listeners to
consider another way to control
health costs that he said is not only
more acceptable to the public, but
has already proven its success in at
least one experiment: Force com-
petition among the providers of
medical services, particularly in
the case of HMOs.

Citing seven HMOs in the Minne-
apolis area that have found eco-

U.S. health

cover likely:
Consultants

NEW YORK—Will there be a na-
tional health insurance program
enacted in the next few years?

The answer, say several national
benefits experts, is yes, no and sort
of.

“It now appears that short of
some major national or interna-
tional development, we will see the
enactment of a national health in-
. surance program in the very near
future,” predicted Steven Schanes,
president of the San Francisco-
based consultants Schanes Associ-
ates.

“I don’t think the political forces
are there to bring about a national
health care plan, certainly not
within the next few years,” coun-
tered Willis Goldbeck, director of

the Washington, D.C., Business |’

Group on Health.

“The future of national health in-
surance depends on the election of
1980,” said Richard Citron, man-
ager at A.S. Hansen Inc. “It may
come in four years, and if not, then
perhaps within six to 10.”

All three men were speaking at
the recent national conference of
the International Foundation of
Employe Benefit Plans.

Although they differed over
when, if ever, the country will get a
national health plan, they agreed
on one thing: Whatever §omes will
be on a much smaller scale than
most people expect.

A program ultimately approved
by Congress will probably man-
date minimum levels of benefits to
be provided by employers, the
speakers said, but most employe
benefit plans already meet those
standards.

The speakers acknowledged that
any health care program would
probably involve both labor and
management and said that even
though the government might try
to put a cap on fees, they will cer-
tainly go no lower than at present
and have to be allowed to gradually
inch upward. .

nomical ways to provide medical
services to attract a portion of the
patient market, Mr. McClure ar-
gued that market incentives can
sometimes do a job seemingly be-
yond the ability of traditional
health cost regulators.

The need to be competitive
forced the HMOs to tightly control
costs, he said, adding that the aver-
age monthly charge per enrollee in
the HMOs during 1977 was $23.67,"
compared with a national HMO av-
erage of $32.52. One ofthe involved
HMOs even lowered its charges per
enrollee to $25.61 from $25.72 dur-
ing 1978, he said.

About 12% of the Minneapolis
population gets its medical care
from the HMOs, according to gov-
ernment figures, a growth of 27% a
year since 1971.

The competition has achieved its

desired result in the city, Mr. Mc-
Clure said, because the choice of
several HMOs gives the residents a
chance to shop around for the best
deal medically and financially. Any
employer or government contribu-
tion to the plan stays constant, with
the consumer paying or being re-
bated the difference. Those factors
have allowed the HMOs to attract
members either through more
comprehensive benefits or lower
premium contributions.

Competitive factors have also led
to some hard-nosed decisions by
the HMOs, particularly when it
comes to hospitalization costs.

One HMO requires that all hospi-
tal admissions by participating
physicians be approved in advance
by the HMO board, with an agreed
upon length of stay. Physicians

who fail to follow this procedure
are not reimbursed by the plan and
some have been asked to leave be-
cause of it.

These controls helped the HMO
reduce hospitalization by more
than 100 days per 1,000 members in
1978, Mr. McClure said.

Although Mr. McClure is admit-
tedly a strong supporter of the
competitive HMO environment in
Minneapolis, he acknowledged
there might be some problems du-
plicating it in other towns.

Roadblocks to establishing a
wide range of the health care plans
within a reasonable amount of
time, along with questions over
whether the HMOs would actually
compete or collude over prices,
whether the traditional providers
will cooperate with the HMOs and
whether a competitive market can

reduce prices without impairing
quality, all may work against the
success of HMOs arcund the coun-
fry.

But private competition and cost
controls are the only antidote to
possible government regulation
and takeover of the health indus-
try, he argued.

While others might not agree
with his assumption, Mr. McClure
warned his audience that if the pri-
vate sector did not control costs
adequately in the next decade, the
medical care system would be

-turned into a public utility.

He added that government has
already taken the attitude that it
can’t expect much self-regulation
from the medical field, arguing
that“asking doctors to change now
is like asking Caeser to submit to
an election.” a
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WE’VE BEEN ACCLAIMED

]

WAY WE SETTLE CLAIMS.

Dan Heersema, AAU, Lus Angeles

Fred jenkins, Vanors Dale Insurance Sales

It's not every day that a 26-year veteran of the aviation insurance
business takes the time to write his underwriter.

But Fred Jenkins had a very good reason.

You see, Fred was extremely impressed with the way Dan L. Heersema
of Associated Aviation Underwriters handled his client's claim.

in an unsolicited letter, Fred wrote that Dan Heersema is “an
outstanding individual who not only is most professional and knowl-
edgeable, but a person who makes AAU a cut above the rest. He
makes it easy for us to sell your product”’

Why all the praise? Because Dan

had put forth the extra time and effort needed to

settle a sizeable claim with a customer who had previously expe:
rienced problems with other insurance underwriters.

As a result, “the customer ended up happy and impressed with

Dan's know-how!

“This kind of service! Fred Jenkins concluded,

“makes life easy for us..

Here at AAU, agents and brokers have been getting this kind of
result for years. Our people are all aviation professionals who really

So when you're looking to team up with the most
name in aviation insurance, |

DENVER  «

DETROIT

know their job and love their work.
ndable
to AALL,

A

Assotiated Aviation Underwriters
90 John Street, MY, NY. 10038

+ KANSASCITY + LOSANGELES + SANFRANCISCO
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cALLEAAU For

FAST FOOD
FRANCHISE
PROGRAM

A broad, all-inclusive policy designed for fast food operations of all
sizes. Coverage includes:

Building » Contents ¢ Loss of Earnings = All Risk

All Glass Not Scheduled » General Liability ($500,000 S.L.) « Products
Personal Injury » Advertising Liability « Medical Payments

Host Liquor Law = Fire Legal Liability « Broad Form Property Damage
Incidental Malpractice « Non-Owned Auto and Watercraft

Neon or Outdoor Sign  Extended Bodily Injury « Comprehensive Crime
And more...

For complete details, call CMI.

Capacity Managers International, Inc.

160 Water Street, New York, N.Y. 10038 (212) 344-5300
10 S. Riverside Plaza, Chicago, IL. 60606 (312) 641-3377
3345 Wilshire Blvd., Los Angeles, CA. 90010 (213) 380-3770
100 Wood Ave., Iselin, N.J. 08830 (201) 549-4990

cALLEAMU For

A PROFESSIONAL
RESPONSE TO YOUR
SPECIALTY NEEDS

When it comes to specialty coverage, if you have the questions,
chances are we have the people who have the answers. Even if it's
about coverage no one has ever written before.
Among some of the many good reasons to call CMI, are:

* Excess Workers Compensation
 Primary and Excess Products, including

Toy Manufacturers Cosmetics

Gun Manufacturers Medical Equipment

Generic Pharmaceuticals

« Excess Malpractice over SIR or J.U.A.’s other than practitioners
 Primary or Excess on Municipalities
= First or Excess Umbrellas
 Miscellaneous Errors and Omissions
= Special Events

The main thing to remember is, call CMI.

Capacity Managers International, Inc.

160 Water Street, New York, N.Y. 10038 (212) 344-5300
10 S. Riverside Plaza, Chicago, IL. 60606 (312) 641-3377
3345 Wilshire Blvd., Los Angeles, CA. 90010 (213) 380-3770
100 Wood Ave., Iselin, N.J. 08830 (201) 549-4990

New rules may curb
multiemployer plan
pension sign-ups

By ELLIS SIMON

NEW YORK—Employers could
be discouraged from joining mul-
tiemployer pension plans if the
strict withdrawal liability provi-
sions proposed by the Pension
Benefit Guaranty Corp. are
adopted, a PBGC official admits.

But the PBGC “can’t continue to
live with the disastrous multiem-
ployer provisions of ERISA,” says
Jeffrey R. Hart, assistant to the ex-
ecutive director at PBGC, defend-
ing the agency’s proposals.

Firms withdrawing from a mul-
tiemployer plan would be required
to pay off their portion ofthe plan’s
unfunded liabilities over a period
not to exceed 15 years under legis-
lation proposed by PBGC (S 1078,
HR 3904).

PBGC, the federal agency that
guarantees pension benefits to
beneficiaries of terminated pen-
sion plans, expects final action by
May 1980 on the bills now in com-
mittees.

Now, when an employer with-
draws from the multiemployer
pension fund, the remaining em-
ployers are left to pay the un-
funded liabilities. ““The choice has
been to come up with more money
or terminate the plan and turn it
over to PBGC,” said Gerald E. Cole
Jr., PBGC assistant executive di-
rector.

“The current law (ERISA)
punishes firms that stay with the
plan and benefits companies that
leave,” Mr. Cole told participants
in a seminar at the International
Foundation of Employe Benefit
Plans conference here.

If the plan decides to terminate
instead of increase member contri-
butions, under current plan termi-
nation insurance provisions PBGC
can elect to take over the terminat-
ing multiemployer pension plan.
PBGC has a right to collect 30% of
the net worth ofthe employers con-
tributing to the plan in the last five
years.

“That doesn’t protect the plan
and it doesn’t protect the em-
ploye,” Mr. Cole complained.

Anticipating a flood of terminat-
ing multiemployer plans plagued
by employer withdrawals under
current law, PBGC’s losses from
terminations could run into the bil-
lions of dollars, said Matthew Lind,
former director of PBGC and now
a senior vp with The Travelers In-
surance Cos.

Without the revisions, the cost of
insuring multiemployer plan par-
ticipants could run 160 times
greater than the present contribu-
tion level of 50 cents per participa-
ting employe, Mr. Cole said. PBGC
15 now asking for a premium hike
to $2.60 to cover the proposed pro-
gram that would guarantee cover-
age to multiemployer plans.

The PBGC proposals call for an
end to voluntary termination of
plans and stricter funding stan-
dards. Plans would be required to
be funded so that all retirees’ bene-

fits can be amortized in 10 years
and all workers benefits can be
paid off in 30 years, Mr. Cole said.

Plans that exceed these goals
would automatically be subject to
reorganization, through higher
funding or reduced benefits. Only
ifa plan in reorganization could not
meet benefit obligations after re-
ducing benefits to guaranteed
levels would it be permitted to be
declared insolvent, said Peter
Turza, special counsel to Sen. Ja-
cob Javits (D-N.Y.).

A plan moving into insolvency
would have to give prior notice to
the PBGC, which would provide fi-
nancial assistance under terms that
would protect the insurance pro-
gram from unreasonable cost, he
added.

To fund the program, per capita
premium paid to PBGC by mul-
tiemployer plans would be in-
creased to $2.60 from 50 cents over
a five-year period, Liability for the
proposed program would run be-
tween $177 million and $313 mil-
lion annually, corresponding to be-
tween $2.29 and $3.79 per person,
Mr. Turza said.

Although the $2.60 charge was
proposed by PBGC, some mem-
bers of Congress believe a higher
premium could be necessary, he
added.

However, if voluntary termina-
tions are permitted to continue,
and it becomes impossible to re-
cover from employers who with-
drew from the fund, the cost of run-
ning the insurance program could
be as high as $80 per person, Mr.
Cole said.

Withdrawal liability will become
a plan asset for reorganization pur-
poses, noted Donald H. Seifman,
vp of Seifman & Lechner, a Wash-
ington law firm. The commitment
of the remaining employers would
be reduced by the size of with-
drawal liability payments.

Employers will have strong in-
centive to meet withdrawal liabil-
ity commitments since the PBGC
proposals would permit plan
trustees to sue for the entire out-
standing liability plus legal fees
and expenses, Mr, Cole said. In ad-
dition, the courts could add puni-
tive damages equal to the size of
the withdrawal liability.

The bill contains a special provi-
sion for employers in the construc-
tion industry, who traditionally
have a high turnover. Only contrac-
tors who elect to withdraw from a
plan and continue operating in the
same line of work would have with-
drawal liability.

Employers who go out of busi-
ness, die, sell their business to a
plan participant or have an open
shop business operating alongside
aunion shop participating in a plan
would not have withdrawal liabil-
ity under the bill.

Anemployer who moves from an
area and returns within five years
would have withdrawal liability if
he did not resume contributions to
the plan upon his return. L

Insurer receives $1.2 million

SAN FRANCISCO—A $1.2 mil-
lion subrogation settlement has
been awarded to The Travelers In-
surance Co. in the case of a Fresno
discount department store fire.

The Travelers insured Lucky/
Gemco, scheduled to open its
Fresno branch in November 1970.
The store was destroyed by fire just
before the scheduled opening. The
Travelers filed suit against the con-
tractors and subcontractors, charg-

ing they were responsible for the
fire and the tailure of the store’s
sprinkler system.

A partial settlement was reached
a few years ago with all of the de-
fendants except Cosco Fire Protec-
tion, the sprinkler subcontractor.
The liability phase ofthe trialresul-
ted in an 80% verdict in favor of
Lucky/Gemco and against Cosco.

The $1.2 million settlement came
Jjust before the damage trial. .
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Lloyd's reports healthy ‘76; future cloudy

By JOHN H. MILLER

LONDON—Lloyd’s saw a global
profitof $263.5 million on premium
income of $3.65 billion for the 1976
trading year, Lloyd’s annual report
shows.

Under Lloyd's statutory audit
system, which runs for three years,
claims for 1976 are estimated at
$3.45 billion. Investment income is
taken into account later for calcu-
lating profits.

But handsome profits are less
likely in future years until the
fierce battles for marine and non-
marine business cool off and rates
start to reflect proper underwriting
ratios. The marine and aviation
markets made a $200 million profit
in 1976, but still fear ill effects from
worldwide rate cutting. Already it
is clear that 1977 will not be a good
year, although 1978 may see some
improvements.

The non-marine market suffered
underwriting losses of $2.2 million
on premium income of $1.7 billion,
making it nearly as bad as 1974, one
of the market’s worst years on rec-
ord. The Sasse syndicate’s losses of
$15.7 million are included in those
figures. z

Computer leasing losses, cur-
rently put at $220 million, will be
included in the 1977 accounts,
which would otherwise show a

- profit. -

“Some doom laden words have
been written about the effect on
Lloyd’s,” chairman Ian Findlay
said of the camputer leasing prob-
lem. “But our U.S. trust fund 1s $2.3
billion, so that 12 months interest
at 10% on that fund is sufficient to
cover the estimated figures.”

Lloyd’'s is generally satisfied
with its 1976 figures, which repre-
sent a profit of 7.2% on premium

A.O. Smith

joins Bermuda
group captive

HAMILTON, Bermuda—The
captive insurer of A.O. Smith Corp.
becomes the 13th member of Cor-
porate Insurance & Reinsurance

Co. Litd., the group-owned reinsur-

ance company here, on Nov. 1. !

CIRCL will reinsure $4.5 mil-
lion of A.Q. Smith’s excess product
liability insurance over a $500,000
retention by A.Q. Smith’'s Ber-
muda captive, Claymore Insurance
Co. Ltd., said James Fix, corporate
insurance manager at Milwaukee-
based A.O. Smith,

Employers of Wausau is the lead
underwriter for Smith’s program
with CIRCL.

A.O. Smith decided in June 1978
when it organized Claymore that it
wanted its captive to underwrite
both parent and third-party risks to
create both a profit center and a
bona fide insurance company, Mr.
Fix noted.

The company chose to acquire
third-party business by participa-
ting in CIRCL, where members
pool and share their risks, because
“we decided CIRCL was asclose to
a‘wholesale and controlled situa-
tion as we could get,” Mr. Fix said.

Business obtained from other
reinsurance pools created to funnel
third-party risks into captives can
often be three, four or five times
removed from the original under-
writer with substantial commis-
sions pulled off the premium be-
fore it reaches the captive.

A.O, Smith may also someday
add workers compensation risks to
the business it offers CIRCL, Mr.
Fix said, and it may participate in
CIRCL's primary layer reinsur-
arice treaty. L]

income. Profits were 8.5% in 1975
and even better figures ranging as
high as 9.6% have been recorded in
every year since 1970, except 1974.
In that year, profits dipped to 5.3%.

“The underwriting climate, par-
ticularly in the U.S. and Canada, is
now highly competitive in all
classes of business,” said Edward
E. Nelson, chairman of Lloyd’s
Non-Marine Underwriters Assn.
“The latest substantial increase in
1.8. interest rates will not encour-
age companies to resist competi-
tive pressures, since they will ex-
peet to make up losses from invest-
ment income.

“Non-marine underwriters view
this development with apprehen-
sion, as they knowonly too well the
dangers of adopting an aftitude
where the target is premium flow
at all costs, with any losses made

up from investment income.
“Syndicates at Lloyd's are
geared to the theme of making un-
derwriting profits, and the new
levels of interest rates will have a

_tremendous effect on the degree of

competition they get from the

‘U.S.,” he said.

“The bottom line seems to be
what counts in corporate manage-
ment, and if the results for the op-
erations are good, it seems to mat-
ter little where they come from,
People will be inclined to go for
cash flow, but this can turn out to
be a highly dangerous policy, just
as it did in 1974,

“Rates cannot be corrected over-
night. This is a big worry in the
U.S., where it can take up to 18
months for new rates to be ap-
proved by the regulatory authori-

ties and then implemented. So if
interest rates used for investment
purposes suddenly fall back and
underwriting ratios have been cut
to loss-making levels in the mean-
time, the insurance industry will
be in a very unenviable position,”
Mr. Nelson said.

Mr. Findlay says, “We are going to
get into a very difficult underwrit-
ing period. It will be worldwide,
not just at Lloyd’s, but I'm sure
Lloyd’s will go on playing its spe-
cial role as it has always done.”

Peter Daniels, chairman of
Lloyd’s Underwriting Agents
Assn., which keeps a close watch
on the influx of new members to its
syndicates, said, “We've gone

through a whole speetrum of
changes in the past five years and
are likely to enter a quieter period
now until we see how market con-

ditions operate in the coming
months.”

Lloyd’s capacity is likely to stay
fairly static for the next year. Only
1,400 new members will enter in
1980, bringing the total to about

* 18,500, compared with the sharp

hike of 8,713 since 1976, when there
were only 8,565 members.

One reason is that the pound
sterling has improved so much in
value against the dollar that there
is no longer any need for the tech-
nical solvency requirements that
Lloyd’s had to meet three or four
years ago in order to write busi-
ness.

At the same time the market has
gone so soft, especially since 60%
of its non-marine flow comes from
the U.S,; that there is less incentive
to put people into the Lloyd’'s syn-
dicates. @

INSURING KOKO,

\ THE FAMOUS
TALKING GORILLA,
CALLEDFOR
MARKELABILITY.

A vocabulary of 351 words may not seem ade-
quate for college, but when the student is a gorilla that
can “talk” using American Sign Language, that student

isa prodigy.

800-446-6671 = Offices in Atlanta. Boston, Calgary, Chicago, Dallas, Montreal, San Francisco, Tampa, Toaronto.

Stanford University was understandably proud of
Koko and the graduate student whose research on
communication launched Koko's academic career. But
just in case Koko aped the antics of homo sapiens
students, the university wanted third party liability

protection.

Markel placed liability coverage on Koko in July,
1977 and subsequently on Michael, the younger gorilla
who joined Koko as a language student. So far, Koko's
only destructiveness has been limited to minor inci-
dents such as tearing up sponges (and that definitely
falls within the deductible of the policy).

When Koko is confronted with the torn bits of
sponges and asked what it means, remorse shows in

her face as she answers “troubie!”

When you have a troubling situation, Call Markel.

CALLMARKEL.THEYCAN DOIT.

Markel Service, Inc., 5310 Markel Road, Richmond, Virginia 23230+ Telephone: (804) 282-5423. Telex: B2-7455. WATS line to Richmond:

Write for our new brochure: “Uncover the Secret of Insuring Special Risks”
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THE MASSACHUSETTS BALANCE OF
STATE CETA ADMINISTRATION IS
SEEKING INSURANCE COVERAGE FOR
ITS SUBGRANTEES TO INSURE
THE FOLLOWING RISK

The Balance of State CETA Administration operates on
federal funds allocated by the United States Department
of Labor and administered by 16 consortia of municipal-
ities (subgrantees). The average subgrantee is responsible
for $8 million in grant funds and has 60 employees re-
sponsible therefor. The federal regulations (codified at
20 CFR §675-679) define allowable costs.

Coverage is sought for funds for which the Department
of Labor demands reimbursement, having disallowed a
subgrantee expenditure. Such expenditure may have been
authorized by a subgrantee or an employee thereof wheth-
er or not such subgrantee or employee reasonably ex-
pected the expenditure to be allowed, and whether or not
authorization was in faithful performance of the em-
ployee's duties. This coverage is not to include employee
dishonesty bonding.

Methods of coverage may be in the form of a public
employee faithful performance blanket or position bond,
an endorsement to subgrantee comprehensive general
liability policies, errors and omissions coverage, or some
other such coverage as those who respond to this notice
may suggest. Interested parties may respond by writing:

Joseph R. Duggan, Director
Commonwealth of Massachusetts
Department of Manpower Development
Balance of State CETA Administration
Charles F. Hurley Building, 4th Floor
Boston, Massachusetts 02114

Aneco’s rent-a-captive plan
gives new twist to tax shelters

By ELLIS SIMON

NEW YORK—Bermuda-based
Aneco Reinsurance Co. Ltd. is
marketing a rent-a-captive plan
with a new twist that it believes
will keep the Internal Revenue
Service out of the hair of its corpo-
rate clients.

Risk managemenz consultants
who have reviewed tae plan praise
it. However, none of the major bro-
kers contacted by Business Insur-
ance are recommending it to cli-
ents yet, and at least one broker
was skeptical about the Insurance
Profit Center’s ability to beat back
an IRS challenge.

The program, called the Insur-
ance Profit Center, targets clients
with annual premiums of $500,000
to $3 million. It requires clients to
purchase nonvoting preferred
shares in a noncontrolled foreign
corporation, Aneco Mutual Ltd.
Aneco Mutual, in turn, reinsures
the clients’ risks.

Aneco Re has capitalized Aneco
Mutual with a $1 million cash con-
tribution.

Because Aneco Mutual would be
a noncontrolled fore:gn corpora-
tion, with no single owner having

more than 9.9% interest, and be-"

cause risk is shared among partici-
pants, premium placed under the
Insurance Profit Center would be
tax deductible, states a legal opin-
ion by LeBouef, Lamb, Leiby and

A Note To Advertisers:

surance costs.

prospects:

97% are in top management
39% authorize business insurance

Future Features:

Private Aviation
Mergers and Acquisitions
Banking

EMPLOYEE
BENEFITS

(Closes November 9)

This special feature will take a close look at the current trends
in employee benefits, list the areabenefit consulting firms, and
examine how companies are combating spiraling health in-

Put your related message in front of an audience of your best

Call Gloria Scoby for space or information at 312-649-5365.

Closes Nov. 1
Closes Nov. 15
Closes Nov. 23

We don’t just report Chicago Business.
We report Chicago business, exclusively

MacRae, Aneco requested the legal
opinion.

Investment income in a noncon-
trolled foreign corporation is also
permitted to accumulate tax free
until shares are redeemed. Then it
is taxed as capital gains, rather
than at the higher corporate in-
come tax rate.

As foreign source income, return
on the redeemed shares could be
used by multinational corpora-
tions to increase their foreign tax
credits and reduce their domestic
tax burdens.

The Insurance Profit Center
yields after tax savings 36% greater
than could be achieved with a con-
ventional captive insurance com-
pany and complies with the Carna-
tion decision, said John Kessock
Jr., president of ANECOM, the
firm’s marketing arm.

The Carnation decision, ren-
dered by a U.S. tax court judge,
found there was no transfer of risk
in a reinsurance arrangement
among Carnation, American Home
Assurance Co. and Carnation’s
Bermuda captive, Three Flowers
Assurance Co. Ltd. (BI, Jan. 8).

INA Special Risk Facilities is the
only U.S. insurer currently willing
to cede risks into Aneco Mutual on
behalfof clients. ANECOM is pres-
ently negotiating with several
other insurers, said Mr. Kessock.

Commercial insurance buyers
wishing to place business in the In-
surance Profit Center would pur-
chase a conventional retrospec-
tively rated insurance policy from
a standard insurer. Maximum and
minimum premiums conforming
to standard insurance industry
practices must be used if there is to
be sufficient transfer of risk to sat-
isfy the IRS, states LeBouef,
Lamb.

The retro premium would be ad-
justed by the primary insurer to re-
flect the policyholder’s loss experi-
ence. Typically, this would be done
after 18 months and annually
thereafter during the five-year life
of the policy.

In the first policy year, the poli-
cyholder would purchase nonvot-
ing preferred shares in Aneco Mu-
tual equaling one-third of its pre-
mium. This would be used to capi-
talize Aneco Mutual sufficiently to
maintain a three-to-one premium
to surplus ratio in accordance with
accepted reinsurance practices.

In lieu of cash, a letter of credit
would be acceptable to finance the
purchase of preferred shares, Mr.

Kessock said. Use of nonvoting
shares increases the prospects for
Aneco Mutual to be recognized by
the IRS as a noncontrolled foreign
corporation, he added.

The importance of Aneco Mutual
being recognized by the IRS as a
noncontrolled foreign corporation
is so great the LeBouef, Lamb’s
opinion suggests aborting the pro-
gram “if within a specified offering
period sufficient subscriptions
have not been obtained so that no
single insured represents more
than 10% of the exposure of Mu-
tual.”

Aneco Mutual has one year from
the time it accepts the first risk to
achieve the desired spread of
ownership, Mr, Kessock said.

The firm has quoted on eight
risks so far and expects to under-
write the first account by year-end,
he added.

Being a noncontrolled foreign
corporation would be one ofthe In-
surance Profit Center’s biggest
pluses, says risk management con-
sultant George Betterley: “I think
it's well sheltered against the IRS
since no firm will own more than
9.9%.”

Claims against Insurance Profit
Center policyholders are to be ser-
viced by the policy-issuing com-
pany, but paid out of premiums
ceded to Aneco Mutual. Policy-
issuing companies, in turn, rein-
sure Aneco Mutual. Each issuing
company will stop losses on all its
clients’ business at a predeter-
mined level, tentatively 98% of the
premiums paid by the issuing in-
surer to Aneco Mutual.

The arrangement results in a true
sharing of risk, LeBouef, Lamb
said. “To the extent that a particu-
lar insured’s losses exceed its pre-
miums, they will be funded with
premiums paid by other insureds.
Thus, losses will be distributed
over all the risks covered by
(Aneco) Mutual.

“To the extent that aggregate
losses exceed the point of attach-
ment for the excess of loss cover-
age, they will be funded by an in-
surance carrier, not by the sub-
scribing insureds.”

But Corroon & Black vp James
Davis believes the amount of risk
sharing is not sufficient to beat
back an IRS challenge. Since
Aneco’s losses will be segregated
by insurer account, losses are not
really distributed, he said.

“If the Bermuda people (Aneco)
sell nonvoting stock and preferred

" How the money flows
in Aneco’s plan

™

INSURED

C_AIMANTS

PREMIUMS

REDEEMED
SHARES &
INVESTMENT
BROKER IHCOME
4 PREFERRED
PREMIUMS SHARES
LESS COMMISSIONS
INSURANCE
L——PAID CLAIMS ———— ?éOFIT =
CENTER
ANECO
MUTUAL
CEDED PREMIUMS LTD.

REINSURANCE AGREEMENT SUPPORTED " I
BY LETTER OF CREDIT OR SURETY BON

Chart: Aneco
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dividends reflect the program’s ex-
perience, I don’t believe the IRS
has a way to get at it,” countered
Jack Morrison, president of INA
Special Risk Facilities Inc.

Another broker cautioned that
unless the program is carefully
constructed, a “‘sharp IRS man can
pierce through it.” The Insurance
Profit Center will work for some
companies and be challenged for
others, he predicted.

It should, however, have a “fair
track record” provided that insur-
ance agreements are structured so
there is an element ofrisk assumed
by the policy issuing company and
the Insurance Profit Center, he
concluded. The retro program
must have “realistic maximum and
minimum premiums,” he said.

Policyholders would redeem
their holdings in Aneco Mutual af-
ter five years, receiving the cost of
their original shares, investment
income. on the shares and Aneco
Mutual’s loss reserves and a pro-
portional share of any underwrit-
ing profit in excess of 2%.

Out of this, the policyholder
would pay to Aneco Mutual a com-
mission of one-half percentage
point on investment income
earned on the preferred shares and
one percentage point on invest-
ment income earned on the loss re-
serves. To continue in the program
after five years, the policyholder
would have to purchase a new se-
ries of preferred shares.

Aneco Mutual would invest its
capital and loss reserves in the Eu-
robond market, which typically
pays 1% above domestic rates, said
Mr. Kessock. This would avoid
having to pay a 30% withholding
tax to the IRS on U.S. source in-
come.

According to Aneco Mutual's
cost comparison analysis, a
$5,098,812 gross premium policy
placed in the Insurance Profit Cen-
ter would result in an after tax net
cost of $508,875, compared with
$659,518 for a self-insured reten-
tion, $799,765 for a captive,
$1,254,5217 for a standard paid-loss
retro and $1,577,264 for conven-
tional insurance.

Assuming actual losses and loss
expense of $3,043,988, the Insur-
ance Profit Center program would
have a retro return premium of
$933,083, administrative costs of
$1,121,738, a tax deduction of
$1,916,234 and investment income

NAIl elects

new officers

CHICAGO—Joe E. Lancaster,
executive vp of Tennessee Farmers
Mutual Insurance Co. of Columbia,
Tenn., has been elected 1979-80
chairman of the National Assn. of
Independent Insurers. Frank J.
Barrett, executive vp and chief
counsel ¢f Omaha Indemnity Co.,
was elected vice chairman.

Ten members of the board of
governors were re-elected to three-
year terms: Sol Tversky, director-
insurance services, Automobile
Club Inter-Insurance Exchange,
Duane L. Miller, executive vp and
chief executive officer, Country
Mutual Insurance Co.; Robert D.
Hilton, president, Excalibur Insur-
ance Co. of Minnesota; Edward S.
Ring, senior vp and chief operating
officer, Government Employes In-
surance Co.; Bradford W. Mitchell,
president and chief executive offi-
((::er, Harleysville Mutual Insurance

0.

Also Harry W. Williams, man-
ager, Motor Club Insurance Assn.,;
W.V. Siegfried, vp-underwriting,

Nationwide Mutual Insurance Co.;

Melvin J. Shannon, president, Oc-
cidental Fire & Casualty Co.; Her-
bert L. Parks, president, Peninsu-
lar Fire & Casualty Insurance Co.,
and Edwin Seaman, president,
Transamerica Insurance Co.
Elected to a one-year term was
Gustav J. Lehr, executive vp, MFA
Mutual Insurance Co. (]

of $1,740,617.

Retro returns for self-insurance
and a captive would be the same
and tax deductions and adminis-
trative costs on a captive would
equal those of the Insurance Profit
Center, although they would be
less for a self-insured retention.
However, the $1,740,617 invest-
ment income earned on the Insur-
ance Profit Center would better the
$1,499,927 earned by the captive or
self-insured program, according to
Aneco’s projections.

The program would have its
greatest appeal to companies in the
$500,000 to $1 million premium
range, Mr. Betterley predicted, giv-
ing small firms the advantages of
having a captive. It would be less
attractive to jumbo accounts, he
said, noting that “we’d have to
work the numbers out to see how it
works for a particular client.”

Hugh Rosenbaum of Risk Plan-
ning Group called the Insurance
Profit Center “an ideal type vehi-

cle” to be considered as a rent-a-
captive alternative.

There is nothing wrong with the
Insurance Profit Center concept,
but less expensive alternatives
such as cash-flow retro programs
and self-insurance provide: self-
retention of risk without requiring
capital contributions, said Peter
Densen, president of Alexander &
Alexander’s Anistics division.

Aneco’s cost comparisons do not
take into consideration the income
that could be generated by in-
ternally investing the capital con-
tribution, he noted. As a result, In-
surance Profit Center would bene-
fit only companies that earn more
money by investing in marketable
securities than in their own ongo-
ing activities.

“If a company can’t earn more on
internal investment than market-
able securities, it shouldn't be in
business,” he declared.

Mr. Kessock agreed that ifa firm
can get a higher rate of internal re-
turn, Insurance Profit Center is not

for them,

Other brokers are still taking a
wait-and-see attitude. Mr. Davis
said Corroon & Black has sought
advice from outside tax counsel on
the tax deductibility of premiums
placed in the Insurance Profit Cen-
ter.

Although Marsh & McLennan
senior vp-Joseph Pahys said his

firm is satisfied with the tax status
of the concept, it is seeking addi-
tional information from LeBouef,
Lamb on operational aspectsofthe
program before deciding on rec-
ommending it to Marsh & McLen-
nan clients.

Frank B. Hall & Co. senior vp
John McCaffrey said the Insurance
Profit Center is still under study by
the broker. L

WERBEL'S

ON APPROVAL — 30 DAYS

GENERAL INSURANCE GUIDE

A comprehensive loose-leaf insurance encyclopedia (revised quar-
terly) covering virtually all forms of Property and Casualty In-
curance. |t contains more than 2,700 pages consisting of analyses
and explanations of contracts, descriptions of various risk rating
systems and classifications, court case citations, and many policy-
writing and loss procedures. For the desk of every insurance
manager, consultant, adjuster, or insurance producer.

SPECIAL DISCOUNT for readers who submit a copy of this ad with
prepaid order. Cost is only $36 plus NY sales tax, if applicable.
(Price includes first two Quarterly Revisions.)
WERBEL publishing cu,, inc.
595 gld willets path, smithtown, ny 11787

516-234-1114

212-261-5222

*_the only foundation

of real husiness
iS service.”

At Midland, our prime objective is to
provide prompt, efficient insurance and
risk management services. We are a com-
pany big enough for strength and stability,
but organized so our specialists can be re-
sponsive to your total needs.

We work especially well with national and
regional companies involved in manufac-
turing, distribution and transportation op-
erations. Without appearing too immodest,
we should mention that Agents and Brokers
everywhere have nice things to say about us.

Our specialty is providing complete pro-
grams with tailored coverages that are

a

HENRY FORD
Inventor, Industrialist

custom designed and oriented.

These include SIR and large deductible pro-
grams. We also arrange filings and claim
administration to complete your program.

We found out a long time ago, that this is a
better way to run an insurance company. So
if you agree and you’re the kind of person
who wants things done right, why not con-
tact us. Make us prove that we can do the
job—the way you expect it to be done.

Midland is licensed in all 50 states, the Dis-
trict of Columbia, Canada, Puerto Rico and
the New York Free Trade Zone.

Midland Insurance Company

The Decisive Specialists
{(212) 248-1130.
160 Water Street, New York, N.Y. 10038
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~sawmills,
woodworking
operations
-a problem?

on woodworking operations
including automated sawmills

We're insurance specialists in the
forest products industry, and
€an provide you with property
coverages at possible savings

up to 50% over your present
costs. We can also provide you
with contractor's equipment
coverage ‘and general liability
(including products). insurance.

[ores! products agency company, inc.

88 PALMER STREET ® NORWICH, CONNECTICUT 06360
PHONE 203-889-2686 ® TELEX 96-6438
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‘By.ELLIS SIMON

inability to obtain comparable data
to measure health benefit cost
trends and-the effectivenessof cost
containment techniques, the Joint
Health Cost Containment Program
of Philadelphia has developed
health data criteria that it hopes
member companies will adopt.
Need:for uniform data was cited
in astudy on econemical manage-

recently released by the organiza-
tion. Area business groups—
Penjerdel Council, Greater Phila-
delphia Chamber of Commerce
and Health Services Council Inc.—
formed the program in an attempt
to stem the tide of escalating health
costs (BI, Feb. 5).

Of 33 Philadelphia area compa-
nies participating in the study,
only one-third were atle to provide
satisfactory cost data.

The study was undertaken to
conclusively measure the effec-
- tiveness of various cost contain-
ment techniques, but was thwarted
by-the lack .of comparable data.

Therefore, it devaloped pro-
posed uniform data criteria using
13 data elements obtainable from
corporate personnel racords, eight
elements from corporate. financial
records and 19 elements from in-
surer records.

‘Statisties that should be gleaned
from company personnel records
include: average number of full-
-time employes; hours worked and
hours paid; hours and cost of paid

PHILADELPHIA—Piqued by .

ment of health-benefit programs

Cost control group develops
criteria for health programs

cost containment”?

Deductibles and coinsurance
Education of employes
* HMOs and preventive care

control over reserves

-Review of utilization; interaction
with ‘providers

-Coordination of:benefits
- Surgical fee ‘schedules

Premium sharing
Involvement of employer in HSA
No technique will work

* benefit literature.

benefit literature.

needed.”
4 Estimated.

Cost Control Efforts
“Which existing techniques have been most
effective in or show the greatest potential for

Second opinion on elective surgery
. Encouragement of outpatient services

~ Financing' controls (minimum premium,

Monitoring of turnover and absenteeism
-More ‘intensive-bargaining with carriers

1+ 42% reported use of this technique, but only 9% specifiedit in the

2 All plan designs seem to discourage. outpatient care. While 60%
-orally reported PAT coverage, only 6% specified PAT within the

« ¥ Education programs were generally reported to be casual or “as

-5 All claim use of this technique, predominantly via carrier.
¢ 27% require sharing of employe’s premium, 61% dependents’.

Cited Used

42% 9%
36% 0%2
30% 97%
27% 76%3
27% 76%*
24% 52%
18% 100%5
15% 100%°
12% 24%
9% unclear
9% unclear
6% 61%®
6% unclear
6% -

“Health Services Council Ine,

LOW-COST DEDUCTIMAX
DEDUCTIBLE INSURANCE
WILL STOP AN
EMPLOYER'S AGGRE-

GATE DEDUCTIBLE L0OSS
ANYWHERE FROM 50%
OF HIS TOTAL DEDUCT-
IBLE LIABILITY
UPWARD.

Sefety Mutual
Casualy Conporation

INDUSTRY

Because of today’s
soaring medical costs,
“ many employers can no
longer afford-the premium for

a no-deductible or low-deductible
oup health insurance plan for their
employees. They, therefore, are turning
away from such fully-insured plans in favor of
high-deductible plans. The premium for “group
health coverage above an employer-assumed deductible
of 3500 and up, is considerably less than for the first dollar
coverage. While in most cases the dollars saved by this ap-
proach are significant, the potential risk to the employer with
the high deductible is often more than he wishes to assume.
The Safety Mutual Casualty Corporation deductible plan,
DeductiMax, assumes part of the risk contained in the high
‘deductible by providing an aggregate layer of protection
between the employer and the primary insurance coverage
of the group health policy.

' Contact Your-Self Funding Consultant for more Informa-
tion about DeductiMax available from Safety Mutual
Casualty Corporation, St. Louis.

1034 S. BRENTWOOD BLVD.
ST. LOUIS MISSOURI 63117

Write For Brochure

sick time; hours of health-related
absence not eligible for paid sick
time; full time employes termi-
nated for health and other reasons;

workers compensation disability

claims; eligible employes whose

‘health risks have been reduced by

participating in health education,
screening or detection and preven-
tive or behavior modification pro-
grams and hours of non-paid sick
leave, number of disability or com-
pensation claims-and number of
terminations categorized by diag-
nosis,

Obtainable from company finan-
cial records should be the cost of:
health insurance claims paid; in-
company -health services; in-
company’ health benefits adminis-
tration; contracted health services;
screening and detection, preven-
tive and behavior modification and
health education programs plus to-
tal employe contributions toward
health insurance premiums.

Insurance company records
should provide figures on: hospital
inpatient admissions; days of inpa-
tient hospital care; ambulatory
care visits; hospital admissions us-
ing pre-admission.testing; opera-
tions performed in short procedure
units; operations performed in a
given month without ‘secend opin-
ions; second opinions sought in a
given month; operations per-
formed in a set time after a given
month in which a non-confirma-
tive or second opinions were made;
transfers to home care programs,
skilled nursing and rehabilitation
facilities; days of care and cost of
claims for care rendered in skilled
nursing and rehabilitation facili-
ties, cost of claims paid for outpa-
tient services; total employe cost-

. sharing exclusive of contributions

to premiums, categorized by pro-

-vider and service; cost of claims

paid for physician and institutional

services and average number of

days hospitalized before surgery.
These elements would be used to

measure.the impact of health sta- -

tus on employe productivity, costs
of influencing employe health

utilization of health care services,
performance of selected cost con-
tainment techniques and changes
in health care benefit plans taking
effect during the reporting period.

Cost containment techniques
recommended for measurement
are.pre-admission testing, short
procedure units, second profes-
sional opinion programs, employe
health education programs and de-
tection, prevention and behavior
modification programs.

No companies are believed to
have yet adopted reporting criteria
proposed by the cost containment
group, said assistant director John
English. An analysis of the cost of
compiling the data-has not been
done, but a utilization study being
conducted by Greater Philadel-
phia Blue Cross should provide
some cost insight, he added.

Historically, employers have not
maintained detailed records on uti-
lization of health care facilities be-
cause they have only recently be-

. come interested in-health benefits

as a corporate cost center, Mr. En-
glish noted. As corporate aware-
ness of this dilemma grows, busi-
ness will put more effort into find-
ing solutions, he predicted.
Although the survey findings
were statistically inconclusive,
they indicated that savings could
be achieved from greater use of al-
ternatives to acute hospital care
such as pre-admission testing, out-
patient surgery and routine care

-and second opinions on surgery.

Ironically, the cost containment
techniques survey participants be-
lieve to have the greatest savings
potential have been least utilized.

Inaddition, coinsurance, deduct-
ibles and premium sharing provi-
sions frequently found in plans
“could provide improved cost con-
tainment if their use were reori-
ented to encourage greater use of
outpatient as opposed to inpatient
benefits,” the report said.

Companies providing in-house
medical facilities could achieve
savings through improved produe-
tivity, the report said. ]
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Liberal disability plans invite abus

CHICAGO—Steady increases in-
disability benefits and the number
of disability programs in the U.S,

have made it “socially acceptable””

and in some cases more financially
convenient for the disabled to re-
main on the disability rolls rather
than return to work, says a report
by the federal Office of Manage-
ment and Budget.

The private and public. sectors
have created such a variety of dis-
ability programs in the last 30 years
that many workers, who otherwise.
would have worked or at least at-
tempted to work, are collectingdis-
ability or substituting disability for
retirement benefits, the report
says.

“Apparently, more and more
people are labeling themselves dis-
abled although (probably) impair--
ments are becoming less com-
mon,” the report states. “The
greater acceptance of the label—
and the diminution of the work
ethos it implies—probably are ac-
companied by substantial in-
creases in claims and awards under
disability systems.”

The OMB report tends to rein-
force a recent study by the Health
Insurance Assn. of America
(HIAA) which concluded that.mil-
lions of disabled workers are
“overinsured” and living - more
comfortably on disability benefits
than on pre-injury income: Both re-

ports point out that overlapping

coverages provide excessive bene-
fits and a disincentive toward reha-
bilitation.

Cash disability payments grew to
$34 billion, or.2.2% of the gross na-
tional product in 1975 from $10 bil-
lion, or 1.4% of GNP in 1965; the
report says. In addition, Social Se-
curity disability insurance; the
largest single public program, paid
benefits to 1.3 million. disabled
workers 10 years ago. Today that
number has more than doubled to
2.9 million, although the workforce
has grown by only about 30% in
that time.

But the growth in disability us-
age may level off and subside the
way the number of welfare recipi-
ents peaked out after rapid growth
in the 1960s, the report says.

Since medical evidence shows
no increase in disabling injuries,
increases in disability plan usage is
probably because of “intervening
factors,” the report continues.

“Eeonomic analyses find that

higher benefit levels, because they
increase the attractiveness of dis-
ability benefits, compared to the fi-
nancial gains from working, have
been partially responsible for in-
creased use of disability : pro-
grams,” it says.

Benefit levels increased at the
same f{ime disability programs
were created, such as supplemen-
tal Security Income in 1950 for
nonworkplace injuries, DI in 1956
for workplace injuries and black
lung disability in 1969. In addition,
long term disability insurance be-
came popular in the private sector
around 1960, the report said.

Between 1950 and 1975, the pe-
riod under study, those four pro-
grams paid out more than $12 bil-
lien, or more than 35% of total dis--
ability cash payments.

“If society had not invented and
funded -new programs’ for disabil-

ity since 1950, disability spending. |
in 1975 would have been less than |

two-thirds as'high as it was ($34 bil-
lion),” the report states.

Still more accelerated.growth of
disability. program use is being
held in check by a widespread. ig-

‘norance of their existence.

The report says 26% of the totally
disabled and 24% of the partially
disabled persons: ages. 20 to 64
know nothing about any public
disability program. In .addition,
47% of partially and totally dis-
abled persons in that same .age
group do ot know.that DI cover-
age exists. “Widespread ignorance-
of programs only implies that the.
influx of beneficiaries. onto the
rolls will be substantially less than
it would if all eligible persons knew
of available programs and applied |
to them.”

OMB's picture of the future of
the disability system is not totally
bleak. The report compared the sit-
uation with the welfare crisis of the
1960s, when a rapid rise in the num-
ber of claimants for Aid to Families
with Dependent Children eventu-
ally peaked. The dramatic increase
in welfare recipients, which caused
considerable public alarm a decade
ago, was largely because of the
growing percentage of eligible per-
sons claiming the benefit.

The disability situation is show-
ing similar tendencies, said the re-
port, offering as evidence that DI
and Civil Service retirement claims
are no longer rising. But growth
will subside only if new programs

Big disability

claim practices,
employment practices.

The study, believed
insurance, is designed

o Drake University.

CHICAGO—A test questionnaire for a massive study of
private disability insurance plans will be mailed to a ran-
dom sample of employers the second week in November.

In early 1980, the final guestionnaire will be mailed to a
random sample of 5,000 employers.

The questionnaires will. gather data for a two-year,
$400,000 study commissioned by the Social Security Ad-
ministration to analyze private disability insurance pro-
grams, focusing on who is covered,.for how long and at
what costs. The study, awarded in competitive bidding to
. Thomas L. Jacobs & Associates
rehabilitation programs

to be the biggest ever of disability
to provide the Social Security Ad-
ministration with information to assist in future policy and
planning decisions, says Jaco
hoped the results will help em
ning, says Steven N. Schrenzel, vp at Crampton, Lewis &
Co., a Jacobs & Associates su
ploye benefit consulting, whic

Questionnaires will be mailed to arandom sample of5,000
employers to gather the data for. the study. Additional infor-
mation will be requested of in
and welfare administrators an

Also assisting Jacobs & Associatesin the study will be the -
University of Illinois Survey
Donald Doudna, a Ph.D. professor of insurance studies at

bs & Associates. But it’s also
ployers in their benefit plan-

surance companies, pension
d.rehabilitation specialists.

study beginsj

are not created and eligibility stan-
dards for existing programs are not
made more liberal, it said. “If new
programs are developed and more
persons are made eligible tor exist-
ing ones, the beneficiary rolls may
be expected to grow because the
number of eligibles grows.”

The report points to other issues
and problems in the disability sys-
tem:

e There are conflicting defini-
tions.of disability from program to
program which lead to variations
in the availability of benefits. Pro-
grams should be made to apply
uniform definitions.

On one hand, the DI and SSI sys-
tems define disability as impair-
ment so severe that the individual
is unable to perform any “gainful
work.” However, the less stringent

federal Civil Service retirement.

system sees a disabled person as

one who is prevented from “per-

forming any essential part of the.

duties to which he. is assigned.”

e There is a disparity in benefits
that causes some. after tax pay-
ments to exceed predisability earn-
ings while others fall short of that
level. Some plans base replace-

ment on gross rather than net pre-.

disability earnings, causing some
workers to pay higher income
taxes and have less disposable in-
come. But not all plans pay. health
insurance costs, leaving some dis-
abled persons to.face even further
exXpenses.

On the other hand, low-wage
earners can receive benefits ex-
ceeding predisability pay because
Social Security is “skewed” to pro-
vide higher replacement ratios to
low-income people. DI benefits are

e: Study

also available. for these individuals
with higher entitlements for de-
pendents.

e Differences in earnings tests
for various plans make benefits
more available to some workers
and less available to others. DI and .
federal Civil Service have stringent-
earnings tests to determine bene-
fits while others do not.

e Many programs.have waiting
periods before. initial .benefits are
paid to discourage malingering
and reduce administrative work-
loads during short term disabili-
ties. But'other programs, such as.
Social Security, have none.

s Some programs overlap, leav-
ing the disabled person to shop for
the most generous benefits, or in
some cases collect from multiple
programs.. But there can ‘also be
gaps In programs. [

here, will also analyze
and re-

bsidiary specializing in em-
h will assist with the study.

Research Laboratory and’
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CUSTOMIZED N Firm

WORKERS' COMPENSATION cuts cost
SELF-INSURED PLANS BY of cover

GATES, McDONALD

CHARLOTTE, N.C.—After three

Yes, Gates, McDonald can custom- years of prodiing and pleading

ize a workers' ccmpensation self- :;tkh r;':fn ‘;’;;rfffg . lﬁi;teh iﬁfﬂﬂﬁ

I‘r{]esll:leredq'ep ;g%fé)g;?#er foeoOTU?gSr!y. costs for his exzess casualty cover-

. age by getting the rate base

’ ; switched to payroll from revenues.

e integrated, com prehensive S\/S-‘ Like other risk mznagerswho re-

tems to administer your workers cently have had similar success in

compensation program the current sof* insurance market,

i : Henry Shelby, manager of em-

-e the review and processing ploye benefits and insurance at

of all claims ard appropriate lgiedmont gmt;urflthcgs ﬂcz Inc.

i B ere, argue 1a e milanonary

odjustments cost of his firm’s product unrealis-

® responsive medical care for tically raised tke cost of his insur-

i ance premiums.

employees with an eye toward W1 was Megiel to Bes o

saving you money miums on sales znd revenues,

which went up even when the ex-

= The dequOpmem of erqpflotyee posure stayed tae same. It was the

information and rehabilitation Shroe mROUNt BF i fest the
services price just skyrocketed,” he said.

Mr. Shelby estimated he saved

COHTGCf GOfES, MCanGld or your about 15% on the prcgram renewal

insurance broker — either can add he put together :n October tc cover

information how vou can customize ighe firs;r $10 ;nillion of tioae $3g mil-

workers' compensation self- FON AREISEALS EXCCAD COVEIRREE. Ol

: 3 h 's auto and ral lia-

insured plans to your business. bility policies T ConRreLa

The company self-insures the
first $100,000 anc Aetna Casualty &
Surety provides the srimary layer
0f$500,000. That coverage has been
based on payroll for the past three

gy, MADONALD ¥ el
Aﬂ-\.@\) GA]E Bellefonte Insurance Co., Harbor

COIPORATE ONE NATIONWICE PLAZA AR

OFFICE P O BOX 1944 Insprance Co. md California

COLUMBUS, OHID 43216 Union were tlke insurers who
614/227-7211

agreed to the rate ckange for the
excess coverage.

The program renewal was placed
by Marsh & McLennan vp Dick
Johnson.

But Mr. Johnson added that risk
managers who hzven't been able to
get underwriters to go along with
the premium-saving plan in recent
months may find that the chance of
achieving those savings has passed
them by. An expected tightening
ofthe market is going to take away
a lot of risk managers’ bargaining
weapons in placing coverage, he
predicted. =

Brokers E&O

Insurance brokers errors and omis-
sions insurancz is available
through Catalina General Agency,
a Los Angeles exzess and surplus
lines broker.
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Underwriters and Managers
representing American compganies for

MARINE INSURANCE-ALL CLASSES

New York Marine Managers, Inc.

127 John Street, New York, N.Y. 10038
Phone: 212-425-329C Telex: 129200 NYMM NYK

By SUSAN ALT

NAIll: Where insurers
barter next year’s prices

Picture the bazaars of Baghdad, merchants huddled
nose-to-nose with customers, haggling over prices, each
side pressing for the best terms.

The scene wasn’t too different at the National Assn. of
Independent Insurers meeting at Chicago’s cavernous
downtown Marriott Hotel earlier this month, as insurers,
intermediaries and reinsurers huddled in tight clusters
and haggled over reinsurance treaties and prices for 1980.

What happens in the reinsurance - e
markets now, as treaties are re- )
newed and facultative relation-
ships reinforced for 1980, heralds
price trends for corporate buyers
12 to 18 months into the future. The
problem is, it’'s often—if not
always—difficult to catch a
glimpse of the deals made between
reinsurers and insurers. Business
Insurance’s intrepid editors, ven-
turing for the first time into the
midst of the bazaar, however, were .-
able to see that:

e There’s still a tremendous amount of new reinsurance
underwriting capacity flooding into the world market-
place, pushing property and casualty reinsurance prices
still lower.

e Buyers can expect competition in the property and
casualty insurance markets through most of next year.
And most reinsurers predict there won't be any hardening
of prices for insurance until 1981 renewals roll around, at
the earliest.

e Despite mounting U.S. property and liability losses
showing up as red ink in the underwriting results of U.S.
insurers, reinsurers aren't feeling the effects because
higher net retentions by primary insurers are preventing
any heavy losses from flowing into the reinsurance field.

Cutthroat price competition among insurers begins to
mean more at meetings like NAII where you can see some
of the results: A large West Coast corporation with manu-
facturing and marine exposures sought a high layer of
excess workers compensation insurance from the excess
orreinsurance markets, attracting a premium quotation of
more than $50,000 from the London market, a bid of
slightly more than $30,000 from the Bermuda market and a
(winning) bid of $9,500 from a U.S. insurer. That's compe-
tition, folks.

“It’s crazy, everybody’s going crazy,” moaned one rein-
surer, looking worried and rubbing his forehead. “With
interest rates so high, insurers are making so much money
on investments that they don’t seem to be paying any
attention to underwriting results.”

But if there's any “central marketplace” for insurance in

{ the U.S., the annual NAII meeting is surely it, withan esti-
| mated 200 of London’s most prestigious (and aggressive)

underwriters and brokers on the scene, along with the
world’s leading reinsurance companies, to “touch base”
and do alittle business with their customers, the insurers.
Among registered guests alone were the names of people
representing more than 40 London brokerage firms and

. underwriters,

Insurance market changes over the last few years be-
come obvious simply by observing who attends NAIIL.
Captive management companies come to the meeting in
force. They want to solidify relationships with reinsurers
taking slices of risks from pools of captives and to drum
up new business as more captive insurers plunge into non-
parent underwriting. More corporate risk managers are at
NAII, primarily those whose captives have already begun
writing third-party insurance, but also a few who are only

E now heading in this direction. Members of NAII once cap-

tives writing solely parent risks but now “general” insur-
ers-are evident in growing numbers on the list of regis-
tered members.

Representatives of the Bermuda market are also show-
ing up in force: reinsurance brokers, insurers and rein-
surers. Next year, for more visibility and leverage, the
Bermuda movers and shakers want to put on their own
party sothe world will start viewing Bermuda markets as a

force to be reckoned with,

That the insurance business has become truly interna-
tional is evident in the attendance of executives from the
world’s leading Far Eastern and European reinsurers:
Skandia, Scor Re, Tokio Re and Gerling Global were
there.

And so it was that when next year’s insurance prices are

‘tallied, the future of your risks will be as the prophets

doing their deals at NAII have written.
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Lawsuit strams ERISA investment rules

Continued from page 1

The case raises the “prudent
man” question, Mr. Schorn said.
“The rule is quite strict. The defen-
dants must show that they did an
awfiil lot of homework and cross-
checking before investing.”

Most fiduciary liability claims to
date have been for failure “to act
solely in the interest of plan partici-
pants” or “to provide benefits and
defray necessary expenses,” said
ERISA expert Marc Gertner of
Schumaker, Loop & Kendrick, a
Toledo law firm. He predicts more
tests of the prudent man rule will
be brought in the future.

According to allegations in the
complaint, retirement committee
chairman Charles G. Dyer acted
“without participation of invest-
ment manager or counsel or inde-
pendent appraisal” in committi.:o
retirement fund assets to several
real estate transactions,

Warehouse purchase

Mr. Dyer purchased a $1.2 mil-
lion warehouse in Atlanta in 1974
without the participation of the re-
tirement committee and the named
defendants, the suit charges. The

The suit charges ret;rement
nanel chairman Charles -Dyer
wiw. wrongly investing funds.

purchase was made with a wholly

‘owned subsidiary of the firm that

owns Capital Alliance, one of the
plan’s money managers, and the
transaction was not documented as
required under ERISA, the suit
continues.

The warehouse occupancy was
below a level guaranteed by a prior
owner and reflected in the sale
price and the roof collapsed soon
after the purchase, the suit also
noted.

Another transaction the suit ob-

_ jects to is the 1976 purchase of $1.5

million of stock in a Southeastern
land holding company, Atlantic
Land Co., and an additional pay-

ment of $2.5 million in 1978 to “an--

other participant in the transaction
after the property was reevaluated
higher.

Purchase appraisal

The purchase was based on an
appraisal by a company owned by
the Wall family which sold the
stock to the fund, the suit charges,
and the later payment based on an
appraisal by a Wall family member.

Such a transaction is not a per-
missible investment for the plan
since it involves “participation in
business operations,” the com-
plaint notes, This could “invite
challenge to the tax preferences
otherwise available to the plan and
participants, the suit adds.

Mr. Mudd also objects in his suit

Policy limitations blur under test

Continued from page 1

als are named as defendants, it is
possible that the fiduciary liability
insurer’s responsibility may be
limited to giving advice,” he said.

The case also comes at a time
when court cases are blurring the
limitations of claims made insur-
ance and forcing some insurers to
pay or share claims reported after
claims made policies have termina-
ted, he said.

The court cases—notably Gyler
vs. Mission, a Cineinnati, Ohio, per-
sonal injury battle—in addition to
fuzzy exclusions and reporting re-
quirements could draw National
Union into the case, agree other ex-
perts contacted by Business Insur-

“ance,

National Union’s spokesman,
however, would only say that it no
longer insures Fairchild/Capitol
Cities. Federal Insurance Co.'s vp
Robert Lynyak would not discuss
the suit, noting only that Federal
does insure Capitol Cities.

Fiduciary liability experts con-
tacted by Business Insurance, how-
ever, say Chubb is the likely candi-
date to bear the potential losses.
The claim and suit were filed while
its policy was in effect.

Chubb is also known to extend
fiduciary liability insurance retro-
actively to cover unexpected
claims as far back as July 1973,
when ERISA was enacted.

Standard exclusion

“The National Union policy at
the time looks like a claims-
reported form,” remarked Mar-
shall Rattner, president of Pro-
fessional Indemnity Agency Inc., a
fiduciary liability underwriter. Mr.
Rattner is following the case
closely to assess its impact on his
own forms and reporting require-
ments.

But National Union would only
be liable for the claim if the insurer
had received some knowledge of a
potential claim during the period
its policy was in force because of
the modification of its claims made
form, he said.

If Capitol Cities had some knowl-
edge of the potential claim before
the suit and before insuring with
Chubb, Chubb may be able to deny
coverage based on a standard ex-
clusion that denies coverage for
prior acts known to the policy-
holder, Mr. Rattner said.

“] have heard thatthe Chubb had
made the mistake of deleting that

exclusion and not excluding the re-
turn of personal profits,” Mr. Rat-
tner said. “If so, that would be
sheer stupidity on their part.”

Another fiduciary  liability
watcher, James Donahue, vpof un-
derwriting at J.H. Blades & Co. had
not been aware of the suit until
contacted by BI.

The Chubb policy, he agreed af-
ter considering the case, is the
most likely to apply. Since the cur-
rent corporation, Capitol Cities,
and the current pension fund are
named as co-defendants, Chubb is
on the spot immediately, he ex-
plained.

Suit’s allegations

“Unless Chubb cut off their tail
by excluding all prior acts, its pol-
icy would traditionally provide im-
plied insurance for the terminated
plan,” he said.

The charges levied against Capi-
tol Cities in a New York federal
court under ERISA allege that
Capitol Cities fully vested em-
ployes of Fairchild covered under a
premerger plan in 1971 but
stopped providing members with
summary annual reports required
by ERISA.

The suit further charges the de-
fendants received dividends from
Bankers Life Co.,, which under-
wrote the life insurance policies
that provided benefits to the
vested employes, and applied
those funds to benefit the corpora-
tion, not the plan participants,

No dividends were paid to plan
participants, alleges the suit, and
Marine Midland Bank and Boston
Safe Deposit should have known
the dividends were marked for
plan participants and collected the
funds on the employes’ behalf.

The suit also charges that the de-
fendants had allowed the rate of re-
turn to be substantially lower than
received on other investments and
therefore lower than what a pru-

Berkley completes

group acquisition
NEW YORK—W.R. Berkley

Corp. has completed its acquisition.

of the Jersey/International Group,
an excess/surplus underwriting
manager.

W.R. Berkley specializes in
ownership of regional and spe-

cialty property/casualty and rein- -

surance companies. ]

The fiduciary liability insurer
may only be responsible for ad-
vice, says Thomas Sheehan.

dent man could expect to receive,
a fiduciary requirement under
ERISA. The sum of the plan’s as-
sets is unknown.

to the undetermined amount of in-

vestment in 1975 in a joint venture -

with Trammel Crow Corp. to de-
velop a $50 million warehouse pro-
ject near Chicago’s O'Hare airport.
Crocker National Bank, one of the
fund’s real estate managers, had
advised that Trammel Crow was in
financial trouble at the time, the
suit contends.

1t also charged that participation
inthe joint venture represented en-
try into a “hazardous field where
the plan lacked capabilities for
business judgment and. manage-

ment.”

This created obvious “risks o
other assets of the plan,” the com-
plaint said, adding that ‘“‘contro-
versy could make fair administra-
tion of plan benefits impossible for
years.”

The suit also charges Mr. Dyer
did not act prudently in replacing
money managers Alliance Capital
and T. Rowe Price with Gordon
Rollert Associates for handling real
estate investments. Mr. Dyer has
described Rollert Associates as a
“eaptive” of the pilots’ fund. The
suit charges Rollert Associates
“lacks. staff experience, resources
and legal authorization to conduct
real estate operations.” »
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Insurer charges A&A with negligence

Continued from page 2
writing performance for:

e Accepting reinsurance risks
without first obtaining data of suf-
ficient gquantity and quality to
make a prudent assessment of
them and accepting risks that from
the data available were “plainly im-
prudent or likely to produce under-
writing losses.”

e Accepting reinsurance con-
tracts in which the magnitude of
risk to OpRe was “disproportiona-

tely great in relation to the pre-
mium income to be realized by
OpRe.”

e Failing to ensure that pre-
miums due OpRe were collected in
a timely manner.

e Entering into a reinsurance
contract in at least one instance
that carried a loss exposure more
than 50% greater than OpRe had
given AIL authority to accept.

e Failing to terminate reinsur-
ance contracts that had proven to

be unprofitable or unsatisfactory
for OpRe.

e Advising-OpRe to set reserves
at 85% of premiums received,
“which was unrealistically low.”

e Performing underwriting
alone in at least one instance when
A&A said it would only accept
reinsurance principally underwrit-
ten by established outside under-
writers.

‘@ Accepting reinsurance con-
tracts in which commissions, bro-

kerage and other fees were “plainly
so high as to deprive OpRe of any
reasonable opportunity for profit.

In addition, the suit charges AIL
failed to provide information re-
quested by OpRe “or otherwise
failed to provide reasonable and
forthright cooperation.”

As the basis for recovering its
losses, OpRe quotes its agreement
with A&A that said if OpRe sus-
tained losses or damages “due to
negligence or dishonesty of em-

ployes or officers” of AIL, then
OpRe could look to A&A.

OpRe was founded in September
1973 as an investment by Op-
penheimer Co., an investment
company, and Forenede Assuran-
dorer, a Danish insurance com-
pany. United Insurance Holding
N.V.was established in the Nether-
lands Antilles as the parent com-
pany.

Mutual Fire, Marine & Inland In-
surance.Co. and Royal Chartered
General Fire Insurance Co. Litd,, a
Danish company, became share-
holders in the parent company in
1978. »

Groups fight forced

Continued from page 2

sidered for a job, the company
must be able to justify this qualifi-
cation by business necessity.

In order for that qualification to
hold any water -with EEQC, the
company must prove the actual
business or the safety and job secu-
rity of the current work force de-
pends on that particular policy.

Women are being barred from
Jjobs in chemically hazardous areas
because it's expedient, Ms. Wil-
liams charged. But the actual busi-
ness or the safety and job security
of the work force could not possi-
bly depend on this policy, she ar-
gued. “Instead, the employer could
do what he is mandated to do un-
der OSHA—minimize the hazard-
ous exposures to the workers,

“Employers are hiding behind
this theory in order to avoid what
might be more troublesome and
expensive—to clean up the work-
place,” Ms. Williams charged.

CROW was formed shortly after
the sterilization policy at Willow Is-
land was widely publicized early in
1979.

The most conspicuous victims of
a sterilization policy are women in
the chemical, nuclear, auto, rubber
and steel industries, CROW says.
“Under the guise of concern for
fetuses, employers are forcing

CPCU CANDIDATES
Be better prepared for the
U exams with
THE BURNHAM SYSTEM
Money-back guarantee
Send for information. Specify parts
you've taken and parts you've passed.
Raymond M. Burnham, CPCU, CLU
¢/o Burnham Insurance Agenc
B 426A, Southbridge, MA. 01550
or call (617) 764-4301

women to choose between sterili-
zation or loss of their jobs and have
stopped hiring women for jobs
posing any reproductive hazards,”
the group charges.

In the first six months since it
was created, CROW has expended
most of its energies courting the
support of federal agencies, such
as EEOC and OSHA, and also the
labor unions. It has been holding
seminars for workers in the chemi-
cal plants informing them about
the dangers of chemical exposures
on the reproductive system.

Peggy Seminario, an industrial
hygienist for the AFL-CIO and the
CROW member conducting these
seminars, was surprised when
more than half of the people show-
ing up for her seminars were men.

“They-are not only disturbed

about the hazards to the women .

they work with, but they are very
worried about what effects the
toxic substances will have on their
own reproductive systems,” she
said. “The male workers are too
smart to think that they are im-
mune to the reproductive damage
caused by exposure to some chem-
icals.

“The strongest weapons in this
fight against employers are the
workers,” Ms. Seminario admitted.
“CROW and any other interest
groups that are serious about this
are aware of that fact.”

Meanwhile, groups including
Coalition of Labor Unions, the In-
ternational Chemical Workers
Union, Oil, Chemical and Atomic
Workers Union and the Chicago
Area Committee on Occupational

A little research

will tell you that
Frelinghuysen has alead going
down the stretch; because
we’re one of the largest in the
world, and most important, a
specialist in livestock coverage.
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the Blue Ribbon Company,

female sterilization

Safety & Health Administration,
have been investigating charges
made by workers that companies
other than American Cyanamid are

barring women .in their child-.
- bearing years from jobs.

Also investigating these employ-
ment practices are several
women’s groups that have also
made sizable contributions to med-

‘ical organizations and universities

conducting researck: on the effects
of toxic substances on both the
male and female reproductive sys-
tems.

“None of these companies have
been as blatantly dis¢riminatory as
American Cyanamid,” admitted
Manny Tuteur of the Coalition of
Labor Unions. “These companies
are just barring women from the
higher paying jobs and justifying it

by saying they are protecting the
health of the fetus.”

The International Chemical
Workers Union is currently investi-
gating the employment practices
of a plant in Danville, Ill., which is
barring women from holding cer-
-tain jobs. The union refused to
name the company or how many
workers were affected.

If the medical community could
prove that exposure to certain
toxic substances provokes
changes in the reproductive sys-
tems of both men and women, the
companies would not have a leg to
stand on, said Ms. Seminario of the
AFL-CIO.

But so far the. medical commu-
nity hasn't been able to produce
enough evidence, said Dr. Jeanne

Manson, assistant professor of en-
vironmental health (reproductive
toxicology) at the University of
Cincinnati, “and early research has
not been accepted.”

“It's just corporate mentality to
refuse to accept the findings of
fledgling research which increases
the possibility of reproductive
problems,” she said.

But recent lab animal research is

-revealing that high levels of toxic
‘substances do damage the male re-

productive systems, she said.

Based on this research, Dr. Man-
son said: “If they (men) remain in
these plants where they are ex-
posed to toxic substances, they
face the possibility of impotency,
sterility or genetic mutations,
which cause birth defects in their
offspring.

Dow Chemical Co., Monsanto
Co., Celanese Corp., Shell Oil Co.
and Exxon Corp. refused to dis-
cuss these issues. a

Risk exec award nominations

must be submitted by Dec. 31

CHICAGO—The deadline for
submitting nominations for the
1980 Business Insurance Risk Man-
ager of the Year is Dec. 31.

The third annual Risk Manager
of the Year competition is spon-
sored by Business Insurance to
honoran outstanding risk manager
and give visibility to the risk man-
agement profession,

Forms to use in nominating a
practitioner of risk management—
in corporations, institutions or
government—are available from
the editorial headqua-ters of Busi-
ness Insurance. The nominees may
be full-time or part-time insurance
or risk managers or executives
handling insurance and risk man-
agement as part of their overall du-
ties.

A panel of 10 distinguished in-
surance experts will judge the
nominations against nine criteria
to select an outstanding risk man-
ager for 1980 (BI, Oct. 1).

The nine criteria to be used in se-
lecting a risk manager of the year
are:

e Established and implemented
an effective risk management pro-
gram within the organization.

e Tackled and solved one or
more major problems for his or her
organization.

e Innovatively applied the di-
verse tools of risk managemen:
and insurance.

e Creatively and effectively used
the insurance markets.

¢ Established a workable intelli-
gence system inside snd outside
the organization, culminating in
access to a flow of imformation
about events and activities which
impact on the organization’s risk
management and insurance.

e Skillfully applied the princi-
ples of management in the overall
organization and with:n the risk
management/insurance depart-
ment.

o Achieved the most effective
program possible at the optimum
cost to the company ovar the long

term.

e Exhibited technical expertise
in any or all of the broad categories
included within risk management
(insurance, safety, law, industrial
hygiene, claims control/admin-
istration, underwriting, com-
munications, information sys-
tems, etc.) leading to a better mana-
gerial grasp of the operational as-
pects of the job.

e Displayed an att:tude that fos-
tered the advancement of the risk
management profession.

The competition is meant to fos-
ter the qualities of courage, innova-
tion and upgraded general man-
agement and administrative skills
among the men and women prac-
ticing the discipline of corporate
risk management.

Nominations may be submitted
by anyone in the insurance indus-
try orthe field ofrisk management.

Names of those who nominate a
candidate for the 1980 award will
not be disclosed, just as the names
of nominees not selected to receive
the award are never revealed.

Managers nominated in the two
previous years for awards are eligi-
ble for renomination.

The winner of the 1980 award
will be announced in the April 1,
1980, issue of Business Insurance.
As in previous years, the winner
will receive an engraved plague
and will be honored at a special
presentation.

To request a nominating form,
call 312-649-5278 or write to the Ed-
itor, Business Insurance, 740 N.
Rush St., Chicago, I11. 60611. u
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Companies absorb
the higher charges
of pregnancy plans

WASHINGTON—Despite the in-
creased cost and some administra-
tive problems of complying with
the new pregnancy benefits law,
companies aren’t planning to slash
other benefit plans to control costs
and problems are being solved.

Some employers have been
socked with premium increases of
5% by their health insurers after re-
vamping their benefit programs to
bring pregnancy up to the same
level as other covered disabilities
in their group medical and hospi-
talization plans.

Paid sick leave plan bills also
have jumped—in some cases more
than 20%—but these costs have
been easier for corporations to di-
gest. Paid sick leave programs,
even when covering pregnancy
leaves, cost substantially less than
group health insurance programs.

“You're not going to take away
from the 90% (of employes) to pay
forthe minority,” says David Wine-
land, manager of compensation
and benefits at Armco Inc. in
Middletown, Ohio., Cutting back
benefits is not a “real world consid-
eration,” he adds. 1

At least one employer, the Arch-
diocese of Minneapolis-St. Paul,
beefed up its other benefit plans re-
cently despite the new cost bur-
dens of covering pregnancy on the
same basis as other illnesses.

The premium hikes for provid-
ing equitable pregnancy benefits
generally are in line with insurers’
predictions that premiums proba-
bly would rise 3% to 4% for compa-
nies including pregnancy in their
benefit plans for the first time,

But the new law has not, as some
insurers feared (BI, April 18, 1977),
resulted in stretched out disability
periods of an average 12 weeks.

In Memphis, for example, preg-
nant employes are working “al-
most right up to their day of deliv-
ery,” says Ellen Cobey, a supervi-
sor in the city’s insurance depart-
ment. And women generally are re-
turning to work within six weeks
after delivery, she adds.

The law has caused confusion at
some companies where pregnant
employes thought they were en-
titled to collect sick leave pay once
they left their jobs even though
they were not disabled.

One benefit manager said several
pregnant employes tried to collect
more than half a year of disability
benefits. But after the company be-
gan to require pregnant employes
to visit company physicians to
have their disabilities certified, the

\

claims were withdrawn and the
problem of employes claiming
long pregnancy disability periods
disappeared.

Other benefit managers are wres-
tling with the problem of how to
find jobs for women who want to
work right up to the time of deliv-
ery. “How do you shift a pregnant
female employe around from one
job to another and she can’t do any
lifting or bending?"” pondered Vic-
tor Gilla, manager, employe bene-
fits at Ball Corp. “There aren’t that
many jobs around” not requiring
physical exertion, he added.

Some male employes have
grumbled when their group health

insurance premiums were in-~

creased earlier this year to pay for
adding pregnancy to their benefit
plans, said one insurance director.
Under the law, premium hikes to
include pregnancy in corporate
benefit plans can be apportioned
between employers and employes
on the same basis as other benefit
costs are divided.

The new law, however, has
raised morale among women
workers in Memphis. “It has beena
great benefit for employés,” says
Ms. Cobey of the city insurance de-
partment, which now provides full
pay to women employes unable to
work because of their pregnancy.
Before Feb. 1, pregnancy was not a
covered benefit in the city’s paid
disability program.

Not everyone, though, 15 de-
livering all the pregnancy-related
benefits required under the law.
The Archdiocese of Minneapolis-
St. Paul, along with hundreds of
other Catholic employers, specifi-
cally excludes abortion from its
benefit plan. “Paying for abortion
is contrary to our moral teachings,”
says Jim Douglas, pension and in-
surance administrator of the arch-
diocese.

The Equal Employment Oppor-
tunity Commission, which admin-
isters the pregnancy law, says em-
ployers are required to pay for an
abortion if the woman’s life is en-
dangered by the pregnancy. Em-
ployers also must cover the costs
associated with the medical com-
plications that could result after a
woman has an abortion.

But the EEOC isn’t enforeing the
abortion part of the pregnancy law
pending the outcome ofa suit filed
in U.S. district court in Washington
by two Catholic organizations that
charge the abortion requirement is
a violation of their constitutional
rights BI, July 23). =

Firm may get $8.5 million
in excess reimbursement

CHICAGO—Gould Inc. here re-
ported it could recover $8.5 million
in excess reimbursement over the
book value of property damaged in
a fire at a West German plant in
September.

The announcement, required un-
der accounting rules of the Finan-
cial Accounting Standards Board,
precedes settlements with the West
German insurers of the damaged
metal foil plant in Eichstetten, said
James Mascarella, director of cor-
porate insurance at Gould.

“We haven't recovered a thing,
but based on the insurance pro-
ceeds available, we can expect
that’s the financial impact,” he
said. Twenty-five percent of the
plant production has been restored
already with full production slated
to begin in six to eight months. No

one was injured in the fire.

The $8.5 million pretax excessre-
imbursement isn’t relevant to the
insurance proceeds that ultimately
will be paid, Mr. Mascarella said,
because it doesn’'t encompass pay-
ments for business interruption or
loss of revenue.

Mr. Mascarella declined to esti-
mate the total loss of the fire or
identify the several West German
insurers on the risk while the set-
tlement is being negotiated.

“We are adeqguately and properly
insured and in no way concerned
about the outcome,” he stressed.
“The network arrangement is re-
sponding well.” Gould's interna-
tional insurance philosophy “is to
give arelatively high amount of au-
tonomy in insurance, subject to
guidelines,” he noted. L]

Women may lose pregnqncy benefit

Continued from page 1

for conditions other than preg-
nancy are limited to fixed time pe-
riods., Extended benefits for preg-
nancy have no time limits—
benefits end when the condition
ends, which usually is delivery.

Under pressure from business
groups and Congress, the EEOC
this month backed down from its
original position and said employ-
ers with extended benefit plans for
pregnancy do not have to offer ex-
tended benefits for other disabili-
ties during the law’s first year.

But after Oct. 31, one year since
the law was passed, extended ben-
efits must be offered on the same
basis for all employes leaving a
company, the EEOC says. The law
took effect last April.

Such a reguirement could prove
to be ruinously expensive £o corpo-
rations, consultants say. .

“Employers don't have much of
a problem covering pregnancy (on
an extended basis) because they
know when it is going toend,” says
Janet Shephard, a consultant with
Hewitt Associates in Lincolnshire,
11,

Open liability

But providing extended benefits
for other employes could leave em-
ployers with an open-ended liabil-
ity.

Providing extended benefits for
a former employe who left the com-
pany with a diabetic condition, for
example, could leave the firm lia-
ble for medical bills stretching
over many years.

“From an employe relations
viewpoint and a sound benefit de-
sign point of view, it makes sense
to provide the extension for preg-
nancy, but not foreverything else,”
says John Hickey, a partner with
Kwasha Lipton, a consulting firm
in Englewood Cliffs, N.J.

Employers probably would stop
providing extended benefits for
pregnancy if that meant extended
benefits had to be provided to ev-

eryone, says Steve Bokat, an attor-
ney with the National Chamber
Litigation Center here. This would
mean that women would be de-
prived of a major benefit, Mr. Bo-
kat said.

EEOC stands firm

The EEOC, thoffgh, is sticking by
its position, maintaining that if ex-
tended benefits are not offered to
men then the plan has sex distine-
tions, a violation of the law.

But Mr. Bokat disagrees, main-

taining that the pregnancy law ap-
plies to diserimination on the basis
of pregnancy in employment re-
lated situations. The law says noth-
ing about extended benefits to
other employes, he adds.
Consultants say it is too early to
determine if companies will heed
the EEOC’s extended benefit
guideline. But the largest business
trade group in Kansas, the Kansas
Assn. of Commerce and Industry,
has filed suit in U.S. district court
in Topeka to overturn the EEOC
extended benefit guideline. L]
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“UNDERWRITERS SPECIALIZING

FACULTATIVE REINSURANCE"

Reinsurance
Agency, Inc.

Suite 1200, State Bank Center
Freeport, Ill. 51032 + 815/235-1047
Telex 257-476 - Cable DAR’ALLEN/FRPT

SPECIALIZING IN
SURETY SERVICE

for the Construction Industry

Atlanta ® Baltimore ® Boston ® Chicago ® Columbus ® Dallas

Detroit ® Honolulu ® Indianapolis ® Kansas City ® Los Angeles

Orlando ® Richmond ® San Francisco ® Seattle ® Smithtown, L. I.
Springfield, N. J. ® Syracuse ® London, England

¥




102 / business insurance, October 29, 1979

classified advertising

Account Executives
Commercial Underwriters
Producers

RATES AND CLOSING TIME: $3.50 per line, minimum charge $17.50. Cash
with order. Figure all cap tines (maximum-two) 30 letters and spaces per
line; upper and lower casz 40 per line. Add two lines for box number.

are paid by client companies,

Replies are forwarded daily. Closing deadline: Copy in written form in )

Chicago office not later than noon, Friday, 10 days preceding publication
date. Published every other Monday. Display classified takes card rate of
$41.00 per column inch, and card discounts on size and frequency. Mail
ads to Business Insurance, classified advertising dept., 740 N. Rush St.,
Chicago, Illinois 60611. Call (312) 649-5239 for more information.

CONTACT

B0B KRECHTING

INSURANCE PERSONNEL RESOURCES
790 Prachiree Rowd, N'W = Suite 627
Aot Geaegic 005 « (404) 262 2972

We speclalize in Agency & Brokerage
personnel recruitment and placement
nationwide. Numerous openings exist,
Please write or ecall us for further
information about opportunities, Your
name would not be released to clients
without your approval. All our fees

HELP WANTED

INSURANCE PERSONMNEL
National Ins, Recruiting Agcy. seeking
top talent for Client Co's in many dis-
ciplines. Specialists in Underwriting
Claims. Sales & Financial Accounting
Apply by resume or contact advising in-
come & location req. PENN-HILL (agey)
(PHONE 609-228-6750) 1215 Blackhorse Pike
Turnersville, N.J. 08012

Prince George's County, Maryland—Risk
Manager—$18,751--25,110. Assists in the
identification of risk exposures, the de-
velopment and implementation of loss
prevention programs, and the administra-
tion of insured and self-insured pro-
grams, monitors effectlveness of loss con-
trol and risk financing. BA with emphasis
in Insurance, risk management, safety, or
a related fleld and 3-5 years experience
in risk management. Applicant must sub-
mit applications/resume to Office of Per-
sonnel, Room L-4; 14741 Governor Oden
Bowie Drive, Upper Marlboro, MD 20870
by close of business on November
26, 1979,

Professional Risk Management Tools
Automated information systems for controlling
and administering cost of risk,

“RBLERE
—

BOR D ARAHILLD TENAS 191 ) 800858 4751

RISK MANAGEMENT POSITIONS

RISK MANAGEMENT POSITIONS
.M. Pacific Northwest I'roperty (Cuclear)
G e S e o M e 32n1
R.M. NYC. Large Industrial Co....... 36M
R.M. Self Ins. Mgr Midwest firm needs
eéxpd. person in WC + Cas. Familiar with
Cash Flow Clalms and State Ins. regula-
tions, T'refer deg. + MBA/LLB..40-60M
Ass't RM’s P'rop. Cas. exp. Bkge or Und.
O.K. NT 24M NYC 20-25M, CONN,
22M, Midwest .......... AT 25-30M
R.M. Prop, Exp. Pittsburg .......... 30M

JOHN HUTTNER (212) 732-3110

David J. Hollinger Associates, 1re.

150 Broadway, New York, NY 10038

YOUR AD

WILL GET

RESULTS
HERE
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| e p——

OAKLAND a?:SOCIATIUN
INSURANCE AGENTS, INC.

Is seeking a dynamic executive
for top-level management posi-
tion. Individual challenged to
pursue aggressive approach to
total management of public en-
tity brokerage and risk manage
ment programs.

Send Resume or inquiries to:

OAIA INC.
P.0. BOX 2039
Oakland, CA 94604

INSURANCE MANAGER
CAREER OPPORTUNITY

Major N.Y. international trading
firm needs an aggressive, know-
ledgeable individual to supervise
Marine Cargo and Property &
Casualty Insurance program.
Present premium $2,000,000.
5+ years exper desired with
international trading firm or ma-
jor underwriter/broker. Rush
resume & salary history to

Box 282, BUSINESS INSURANCE

740 Rush St., Chicago, lIl. 60611

Occupational Safety and Health
Management Coordinator

Russel H. Kirkof College of the Grand Valley State Colleges is seeking
a coordinator of its bachelors degree program in Occupational Safety and
Health. The program has grown significantly in its first three years and
has substantial potential.

Requirements are: Master's degree in occupational safety and health or
industrial hygiene, doctorate preferred; experience with developing and
coordinating a college curriculum in safety and health; successful teaching
experience; and experience in industry preferred.

Duties are: coordinate program development, scheduling, advising, faculty
development and student recruitment; plus teaching duties as scheduled.
Rank and salary are negotiable. The beginning date is negotiable but prefer
January, 1980.

Send a letter of application, resume and three letters of reference to:
Reid A. Holland, Assistant Dean, Kirkhof College, Grand Valley State
Colleges, Allendale, MI 49401. (616) 895-6611.

L Equal Opportunity Employer

~

ACCOUNT MANAGER
CORAL GABLES, FLA.

Large progressive international insurance agency seeks individual with
minimum 5 years property/casualty experience. Requires involvement in
marketing, general liability and property coverage insurance for national
client and prospective major accounts. Must have excellent communica-
tions & marketing skills and experience with large agency or national
broker. Prefer college graduate with major or minor in insurance.

We offer excellent compensation and benefits package and opportunity.
Send resume in confidence

FRANK B. HALL & CO.

P.O. Box 343800, Coral Gables, Fla. 33134
Att: Personnel Dept.

INSURANCE
SALES PERSONNEL

If you are presently working in a sales capacity for a direct writing
insurance carrier or for an insurance agency, then you will be inter-
ested in what we have to offer.

We are recruiting several property/casualty sales personnel who are
successful in producing new business sales and technically qualified
to service a book of business.

We will provide a full compensation package in line with your experi-
ence and achievements that includes: salary, new business and renewal
commissions, expense account and participation in a profit sharing plan.
We are interested in hearing from only those indivduals who meet our
regiurements. Please forward your resume or call:

Frenkel & Co. Inc.
123 William Street
New York, New York 10038
Attn: Richard A. Para
Vice President Sales

INSURANCE ANALYST

As the result of expansion of its Cincinnati based Corporate Insur-
ance Department, Federated Department Stores, Inc., the nation's
largest department store chain, is looking for an outstanding
insurance person seeking a craeer in Risk Management with growth
potential.

This highly visible position on the Corporate staff involves:

® assisting the Insurance Department in the review of present
corporate insurance coverages, as well as with recommenda-
tions concerning additional coverages and insurance market
selections.

e A major function of this job is to protect corporate assets by
assisting the Legal and Real Estate departments in contract
reviews for new stores, shopping centers, etc.

e minimal travel to the company's divisions for physical inspec-
tions of operating properties.

e working with the insurance accounting and financial records.
The individual we seek should possess a Bachelors degree in
Business, Finance or Insurance, with advance studies for a C.P.C.U.
or A.R.M. a plus; and have approximately three years work experi-
ence in general lines with an insurance company, or be presently
employed in the corporate insurance department of a corporation.
Company offers an commensurate salary, with relocation and bene-
fits package.

If you qualify, please send resume with salary history in zomplete
confidence to:

Professional & Technical Recruiter
FEDERATED DEPARTMENT STORES, INC.
7 West Seventh Street
Cincinnati, Ohio 45202

CLAIMS
MANAGER

Workman's Compensation/Safety

FIELDCREST MILLS INC., a “Fortune 500" company
producing Fieldcrest Bed and Bath Fashions and Karas-
tan Rugs and Carpets, is seeking aManager-Workman's
Compensation and Claims for its Columbus, Georgia
plants.

Candidates would presently be working in some area of
personnel but would have responsibilities in the above
areas. We prefer a person with knowledge of Georgia
compensation laws who has a technical leaning if not a
technical degree.

FIELDCREST offers a competitive benefit package, and
the pcsition offers a very competitive salary. Send re-
sume and salary history, in confidence, to:

Jack T. Carter, Manager
Management Employment
and Development
FIELDCREST MILLS, INC.
Eden, N.C. 27288

An Equal Opportunity Employer M/F

INSURANCE RECRUITERS, INC.

3707 Rawlins, Suite 416, Dallas, Texas 75219
214-528-0090

RISK &
EMPLOYEE BENEFITS
DIRECTOR OF RISK & INSURANCE

In this Texas opportunity you
will be designing a international
insurance and risk magt. prog-
ram with a P & C budget of
$3MM+. To $45,000.

INSURANCE MANAGERS

Two newly authorized positions.
{1) lower Mid West (2) South-
west. Both require solid techni-
cal and communication skillw
Authority, recognition and ad.
vancement. $35,000.

MARKETING MANAGER
Internationally recognized under-
writer is expanding their R/M
consulting group. Market their
program from Texas. R/M or
Brokerage A/E expr. desired. To
$35,000.

EMPLOYEE BENEFITS MANAGER
In this new position you will de-
sign their first corporate level
program for all U. S. operations
10,000 employees, To $35,000
For details: Donald Delaney
ALL FEES EMPLOYER PAID

BROKERAGE

ACCOUNT EXECUTIVE .. $35K+ +
Unique opportunity in N. Florida
agency for individual to perform
servicing and placement activi-
ties of this solid and well-estab-
lished F&C agency. Requires
strong commercial accounts ex-
perience with exp. in general
contractors lines a real plus.
Salary, car and expenses.

COMMERCIAL UNIT MGR... 330K+
Superb opportunity with rapid
vertical growth potential for in.
dividual with agency/brokerage
technical experience, Primary in-
itial duties will involve coordina-
tion of commercial unit efforts
to service and market medium-
to-large commercial accounts.
This position is located in
DALLAS, TEXAS with a well-
known agency/brokerage.

Nationally known broker seeks
person with solid and suceessful
background in the production of
new commercial business. Ex-
isting SE experience will draw
first consideration.

Contact: Jim Gilbert
PARTIAL NATIONAL LISTINGS

CAYMAN
ISLANDS

New insurance ‘“‘captive” management firm seeks mar-
keting, PR-oriented President, some familiarity with risk
management/captive work preferred, to live in Cayman
Islands. Excellent employment package, including US
travel, car and housing allowances.

Additionally a reinsurance underwriter is sought to live in
Cayman and serve as senior underwriter for $10 million +
new reinsurance company, building book of business. Ex-
cellent employment package.

Send resume with salary, other requirements via overseas
air mail to:

Mr. Roger A. Corbin
Insurance Services International Ltd.
Post Office Box 1549
Grand Cayman, British West Indies
Telephone 9-4688  Telex 309 337
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N.Y. E/S agents appeal
revocation of licenses

GREAT NECK, N.Y.—A Great .

Neck-based excess/surplus agency
has appealed revocation of its li-
cense for failing to pay $283,000 in
premiumsto insurers and failing to
bind promised coverage for a com-
mercial client who suffered a
$162,000 fire loss.

The appeal to the New York su-
preme court was filed by Jay B.
Rappaport Corp. and American
Brokerage Services Corp., both of
Great Neck, and Alfred Rappaport
of Kings Point, N.Y. The two-firms’
insurance agent licenses and Mr.
Rappaport’s agent and broker li-
censes were revoked following a
state insurance department hear-
ing. Mr. Rappaport is a sublicensee

of the two firms..

By appealing the revocation the
licenses will be in effect for 30 days
and subject to extension only by

court order.

According to findings of the

hearing, Jay B. Rappaport Cor

p.

failed to remit $229,427.87 in com-
mercial casualty premiums it had

collected and owed to Lloyd’s br

Q-

kers Sir William Garthweite Lid.

and Wright, Deen & Co.

American Brokerage was found
to have failed to remit to New York
National Insurance Co. $53,000 in

commercial casualty premiums

it

had collected as of Dec. 15, 1975.
Those premiums were remitted
March 30, 1977, following depart-

classified advertising

RATES AND CLOSING TIME: $3.50 per line, minimum charge $17.50. Cash
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MISCELLANEOUS

HELP WANTED

HOLIDAY HOUSE EXCHAMNGE CLUB
Exchange your House or Apartment to
any country in the world, for your
holiday. Send %10 being the registration
fee to EHC, 139, Holmwood Road, CHEAM,
Surrey, SM2 7JS England.

Insurance Agency

PRESIDENT

Old line Insurance Agency,
Metropolitan New York Area,
looking for an aggressive Sales-
person Chief Executive. Previous
Insurance Company experience
helpful. New Jersey and/or New
York license required, excellent
opportunity for the right person.
Please. send resume and salary
requirements in confidence to:

Box 283, BUSINESS INSURANCE
740 Rush St., Chicago, 11l. 60611

GROUP
HEALTH INSURANCE
COMPANIES

ARE YOU RAPIDLY INTERESTED IN
EXPANDING - YOUR MARKETS IN
., THE RAPIDLY GROWING ROCKY
MOUNTAIN STATES?

We are a full service computerized
group administration company with
large brokerage following. in busi-
ness over 30 years. We are looking
for additional markets in the 10+
area. Will sell~administer and ser
vice your business.

Box 274, BUSINESS INSURANCE
740 Rush St., Chicago, 11l 60811

TAMAN-HAIDER, INC.

International Search Consultants

Specializing in
the Insurance-industry
1975 East Sunrise Blvd.
Suite 616
Ft. Lauderdale, Florida 33304
(305) 462-1403
Arene J. Tatarka

GROUP
UNDERWRITER

Chicago consulting firm seeks a group
underwriter with 3-5 years experience
with a leading carrier. Position will de-
velop by addition of account executive
responsibilitivs and aftractive salary for-
mu.a which rccognizes ability. Firm is ex:
panding due to success in self-insurance.

Box 275, BUSINESS INSURANCE

740 Rush St., Chicago, 1.1, B0611.

INSURANCE
UNDERWRITER

some malpractice background
salary per experience call col-
lect: Ralph Warne Conva Indem-
nity (614) 486-6701 or send
.resume to: P.O. Box 5865 Co-
lumbus, Chio 43221.

RISK
MANAGER

Pacesetter

Financial

Corporation
Excellent opportunity in  Grand
Rapids with Pacesetter Financial

Corporation, a growing $828 million
multi-bank holding company. Re-
sponsible for the entire risk man-
agement program which includes
the identification of exposure, the
_valuation, control and financing of
risks, coordination of the security
procedures - and overall administra-
tion of the program. Experience in
this field is a must in addition tora
four-year degree. Banking experi-
ence would be helpful also. Other
responsibilities include the coordina-
tion of a consolidated employee
benefit program. Exceilent ermnployee
benefits . supplement a salary com-
' mensurate with your qualifications.
If you are interested in a challenge
and looking for opportunity for ad-
vancement, please reply confiden-
tially with a resume and salary
history - to:

Russell R. Kempker, Jr.
Secretary-Treasurer

Pacesetter Financial Corporation
660 Cascade West Parkway
Grand Rapids, Ml 49506

“/AN EQUAL OPPORTUNITY EMPLOYER™

YOUR AD.

WILL GET

RESULTS
HERE
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mental intervention.

In addition, Jay B. Rappaport
was found to have never actually
bound fire insurance on behalf of
Howard Stores Corp., an apparel
chain, for the period May 1, 1976,

through May 1, 1977.

Jay B. Rappaport had sought to
place coverage for Howard
through agent Derek J. Hiscutt of
Atlanta with the Excess Insurance
Co. of London, but Mr. Hiscutt’'s'
authority on behalf of the London

insurer was no longer in effect.

Howard suffered a $162,000 fire
loss and submitted a claim only to
have it rejected by the London in-
surer on the grounds that no policy

had ever been issued.

No criminal actions have been
brought against Alfred Rappaport.
Mr. Hiscutt voluntarily surren-
dered his Georgiaagent’s license in
February 1978 and is believed to be

in London, Georgia officials say.

You'd be Surprised
Who I Found.
And for Whom.

Call - Alan M. Dumaoff
Dir. of Insurance Recruiiing.

DUMOFF
ASSOCIATES

"Underwriting
Recruitmenl Specialists"'
225 S. 15th St./Suite 3200
Phila., Pa. 19102
1-215-546-9030 - in Penna.
1-800:523-9267 /68 - Nationally

Resumes Welcomed

Rhulen’s done all the legwork on nationwide insurance
for your out-of-the-ordinary clients and hard-to-insure
risks like our Ski Area Program. Which covers ski areas
for Liability, Property, Business Interruption and Con-
tractor’s Equipment. Burglary and Money Coverages
are available.

We specialize in Saddle Animal Liability coverage
for riding stables, horse shows, horse clubs, equestrian
schools and horse related operations or events as well
as Animal Mortality.

Plus, we've got General Liability, “All-Risk" Pack-
ages and Accident/Medical policies for children’s
camps—be they day camps, organizational, church or

PROFESSIONAL
SERVICE FOR
RISK MANAGEMENT

EXECUTIVES

Many Outstanding
Candidates & Positions for:
RISK MANAGERS
and ASSISTANT
SAFETY MANAGERS
and ASSISTANTS
EMPLOYEE BENEFITS'
MANAGERS
and ASSISTANTS
CORPORATE CAREER ENTRY
CAPTIVE TECHNICIANS
RESUME -CONSULTATION
Call, COLLECT:
Martin Hodes, ARM.
Walter Scannell
{212) 267-2600
WALL PERSONNEL
ASSOCIATES, INC.
170. Broadway
New York, N.Y. 10038

private summer camps—at extremely competitive rates,

Next time you have a Ski Area, Camp or Saddle
Animal problem on your desk, call RHULEN. Itll
save you a lot of legwork. And your clients a lot of
headaches. Or worse.

B st

Agency Inc.
The Nation's Largest Specialty Insurer

ur 'y
46th

year

217 Broadway, Monticetlo, N.¥. 12701 (914) 794-8000, Call Toll Free
Anywherein the U.S. (800)431:1270.2 Penn Plaza, N.Y. N.¥, 10001
{212) 924-1950. TWX 510-240-8385. Also offices in Phoenix, Arizona
(602) 955-9100 and Greer, South Carolina (803) 879-4881.

deratio

|

YEARS
EXPERIENCE
IN THE
GROUP
INSURANCE
INDUSTRY

106

YEARS
EXPERIENCE
IN THE
LIFE
INSURANCE
INDUSTRY

If your clients require local
group health claims payment
facilities in Puerto Rico
call our Group Manager
Guelfo L. Gomez (809) 725-3715

SPECIALIZING IN SINGLE EMPLOYER GROUPS OF OVER 50 LIVES

ATLANTA GA.
(404) 233-5499

CHICAGO
(312) 263-5941

DETROIT
(313) 872-5583

SANTURCE P.R.
(809) 725-3715

PHILADELPHIA
(215) 564-2667

SAN FRANCISCO
(415) 781-2515

BOSTON
(617) 423-0330

LOS ANGELES
(213) 380-5800
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‘people

Gas company names Beard risk director

Charles H. Beard is the new di-
rector of risk managemert for El
Paso Natural Gas Co., replacing
the recently resigned Ronald Pol-
lard. Mr. Beard was previously risk
manager for Beaunit, a now-
defunct subsidiary of El Paso Nat-
ural Gas located in Raleigh, N.C.
Mr. Beard will direct risk manage-
‘ment activities, excluding safety
control and employe benefits, for
El Paso and its remaining subsi-
diaries. Mr. Beard, 50, has a BS
from North Texas State University.
He reports to Harrald Linas, vp and
treasurer. Also recently promoted
in the company’s risk management
department is James R. Ayres,
named insurance manager. Mr.

Ayres, 44, was previously adminis-
trator of risk analysis. He has a
BBA from the University of Texas
at El Paso.
® k¥

The San Francisco-based Nato-
mas Co. has hired Jerry Sullivan
to fill the newly created position of
assistant risk manager. Mr. Sul-
livan, 42, formerly was insurance
manager for Del Monte Corp., also
of San Francisco. He reports to as-
sistant treasurer Richard Palfery-
man. Mr. Sullivan is a graduate of
the Hastings College of Law. Del
Monte replaced Mr. Sullivan by
promoting Ben Gleason to the po-

sition of insurance manager.
* * *

.Gerald Wallin, formerly vp of
the Food Industry Insurance Co.,
the Bermuda-based captive of the
American Frozen Food Institute,
has been named a risk manage-
ment consultant for the Wyatt Co.,
of Washington, D.C. Mr. Wallin will
not be replaced in his previous po-
sition because the AFFI has de-
cided to phase out the captive orga-
nization (BI, Oct. 15).

* *®  *®

Gene Heskett has been promo-
ted to assistant risk manager for
the Hanna Mining Co. of Cleve-
land. Mr. Heskett, 28, was pre-
viously risk management assistant
for the company. In the newly
created position, Mr. Heskett will

assume increased responsibility
for loss prevention and claims ad-
ministration for Hanna. He has an
MBA and a BS in mathematics,
both from Ohio State University.
Mr. Heskett continues to report to
Duane Allen, fssistant treasurer.
* #*

Edward J. Robinson has been
named vp and treasurer at the New
York-based Standard Brands Inc.,
increasing his responsibilities in
the supervision of the company’s
risk and insurance management
programs. Mr. Robinson was pre-
viously vp and controller for the
company. He has been with Stan-
dard Brands for six years.

* * *

Fred Silverthorn, 60, has joined
the Dallas office of Marsh &
McLennan as a risk management
consultant. He reports to Phil
Brown, senior vp. Mr. Silverthorn,
formerly a vp with Republic Na-
tional Bank in Dallas, retired after
24 years there. Hisreplacement has
not yet been announced.

L ]

We’d like to report on staff
changes in your risk management
or employe benefits department.
Just drop a note to Stuart Emm-
rich, Business Insurance, 708 Third
Ave., NNY,N.Y., 10017 or call
212-986-5000. We'd also like to re-
cetve pictures of those involved.

Letters column . . .

Continued from page 8§
greatest danger they face. Here are
some suggestions:

¢ A simple letter to the :nsurer
asking if the wholesaler has au-
thority to write in class in the terri-
tory written on their behalf

e What is the reputation of the
wholesaler? Most ‘“deals” that
blow up are coverages written by a
wholesaler, outside the area of the
risk, of which the retailer hzs little
or no knowledge. Find out if the
wholesaler is a member of the
American Assn. of Managing Gen-
eral Agents or National Assn. of
Professional Surplus Line Offices.
Then check with a local member of
these associations as to reputation,
eto.

e A retail producer owes it to his
client to have visited with and
talked to the 'principals of any
wholesaler he deals with.

e Will the placementbe properly
filed? Many states do not have non-

resident surplus line licenses.
Therefore, if a retail producer pur-
chases coverage from a wholesaler
not domiciled in his state, both the
buyer and retailer can have a seri-
ous problem if the coverage is
placed with a nonadmitted carrier
and not properly filed.
Unfortunately, many buyers and

-retail producers are only locking

for the lowest cost, and in their eu-
phoria over getting what appears
to be a good deal do not do their
homework.

We will always have crooksin ev-
ery type of business. Insurance is
not unique in this respect, and it is
impossible to legislate them away.

D.F. Anderson
President, Anderson & Murison,
Pasadena, Calif.

Derelict in duties
To the editor: I did not return the
Excess/Surplus Broker’s Directory

Contact: Tom Folds

J

Where is Greenwood, Indiana?

The leading Agents, Brokers and Financial Planners Know!

@ Blanket Bonds for Banks and Other
Financial Institutions

Ten Downing Street is the headquarters of
the Brougher Agency, Inc., in Greenwood,
Indiana, the exclusive United States Repre-
sentative of a leading London Broker for the
placement of Bankers Blanket Bond coverage.

2\ BROUGHER AGENCY. INC.

‘ Lloyd's, London Correspondents

10 Downing Street

P.O. Box 485

Greenwood, Indiana 46142

(317) 888-3531/ TWX 8102602230

questionnaire because I objected
to some of the infermation being
sought as well as the arrogant man-
ner in which you are running this
so-called service. I am referring in
particular to the matter of gross
revenues. For publicly owned enti-
ties, the figures are a matter of pub-
lic record; but for ycu to sit in your
seat of jJudgment and require gross
revenue figures as a condition to
the rendering of a public service
strikes me as a dereliction of your
fundermental (sic) duties and re-
sponsibilities.

Over the years your goofs have
been pretty hysterical but some of
your most current news gathering
methods are downright objection-
able!

Richard C. Marx
President, PCM Intermediaries
Ltd., New York.

Second opinions

To the editor: I read with interest
and concern the edi:orial opinion
on second surgical opinions on
page 10 of your Aug. 20 issue. This
editorial reflected either a lack of
information from the benefit man-
agers of the large corporations re-
ferred to or potential mismanage-
ment of the second surgical opin-
ion benefit in each case.

Having been involved with sec-
ond opinion programs for the past
four or five years, I am convinced
that there is a direct proportional
relationship betweer. the utiliza-
tion rate of a voluntary program
and the degree of the company’s
communications and promotional
effort in keeping the employes in-
formed. Had the benefit - managers
concerned implemented an appro-
priate promotional effort, I am sure
the utilization rates for the second
surgical opinion benefit would
have been acceptable, consistent
with rates of other programs.

A.H. Wagonhurst
Project manager, product develop-
ment, Pennsylvania Blue Shield,
Camp Hill, Pa.

Self-insurance

To the editor: An acticle in the
Perspective section of the Sept. 17
issue of BI by John Timmer, who is
president of a c¢laims administra-
tion company, leads us through
more ballyhoo about the wonders
of self-insuring.

The author states that because
medical costs have been rising fast-
er than most other segments of our
economy, self-insurance has the
solution. But small employers may
want to consider another issue: ex-
cess loss insurance. This author,
along with other proponents of the
cause, seems to hint that self-
insurance somehow will solve the
medical cost inflation problem,

Then -he suggests that those
small employers, whose expected

claims experience varies by several
hundred percent from year to year,
may save money by replacing their
existing insured employe benefit
program by one that is partly cov-
ered by self-insurance, adminis-
tered by a third-party payer and
partly insured by excess loss insur-
ance. How can repeating some of
the necessary record keeping and
processing three times instead of
once through a fully insured plan
result in savings?

He states that the principal goal
of self-insurance is to reduce costs
and increase cash flow. In the small
groups the author is talking about,
if the excess level is set high
enough that the employer has ac-
cepted a substantial risk, the
amount the employer will lose in
setting up and paying into a fund
will eat up any possible cash flow
advantage. On the other hand, if
the excess level is set low, the em-
ployer simply multiplies his ad-
ministration and substitutes one
form of insurance for another.

In large companies that have
more stable experience and, conse-
quently, lower risk of catastrophic
claim experience, most insurance
companies and Blue Cross & Blue
Shield plans can work out reason-
able financing alternatives to meet
the employer’s needs without his
breaking his benefit plan into mul-

tiple administrative pockets, all of
which add to the cost.

Mr. Timmer correctly points out
that self-insured claims payments
are not subject to premium tax.
What he doesn’t say is that in most
states, Blue Cross & Blue Shield
plans are not subject to premium
tax either and domestic insurers
pay only minimum premium tax.

Companies considering self-
insurance should be aware that
they will pay actuarial fees, legal
fees, claim administration costs,
costs to prepare documentation
and employe communication ma-
terials and all the other functions
involved in establishing and
operating an employe benefit plan,
whether they pay it as a part of
their premium to an insurance or-
ganization, whether they pay it in
many payments to each of the peo-
ple providing the individual ser-
vices or whether they pay it to their
own employes.

Some of these functions seem to
disappear from proposals from
third-party administrators. In spite
of the claims of small claim payers,
large organizations can capitalize
on economies of scale to provide all
the necessary services in the most
cost effective manner.

James A. Hughes
Regional senior vp, Hospital Care
Corp., Cinecinnati, Ohio.
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Shirt=-Sleeve Forum ...
W hat’s The Best Answer To

Contractors’ Insurance Problems?

By Dinner Levison
(Asked in the financial district)

Raobert G. Nelson, Partner,
220 Bush Street, San Francisco:

A broker who really understands
the construction business. As a new
partner at Dinner Levison, I'm en-
thusiastic about the practical experi-
ence and solid expertise our recently
expanded construction insurance
staff now offers to contractors look-
ing for more effective, cost-conscious
insurance coverage. We understand
the problems and can help find the
best answers for your company. Give
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COMPANY

‘4 « Insurance Brokers since 1915 v
220 Bush St., San Francisco, Ca. 94104. (415) 391-5422
3961 MacArthur Bivd., Newport Beach. Ca. 92660. (714) 975-0306

A Regional Insurance Broker Serving Business
Around the World. Now More Than 150 Strong
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When the empioye
benefits marketplace
gets together this
Decemberdon'tbe
left outin the cold.
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On December 10, 1979 Business Insurance will
publish its Employe Benefits special emphasis issue.
In it, the editors will take a comprehensive look at all
the significant news and trends in employe benefits.

What new techniques will corporate managers use 1o
improve benefit packages and reduce costs?

How will ERISA, inflation, increasing union demands for
broader benefits affect your bottom line?

Marketers of employe benefits insurance or services will reach the

@
largest audience of corporate benefit decision makers, their buSIness
consultants, agents and brokers — nearly 100,000 readers searching e
for news and information. lnsurance
And your advertising message can be there — the perfect selling

atmosphere! ‘ o A PUBLICATION OF CRAIN COMMUNICATIONS INC.
It's no time to hibernate. Advertising closes November 27, 1979. _
v A New York: 708 Third Ave., N.Y. 10017 (212) 986-5050
Make your move now by calling Don Walsh, Advertising Sales Chicago: 740 Rush St., ll. 60611 (312) B49-5275

Director at 212/986-5050. Or contact one of our sales offices. Los Angeles: 6404 Wilshire Bivd., CA. 90048 (213) 651-3710



The American Worker,

She weaves the cloth of dresses and dreams.

For almost 100 years now, weve been in-
suring America’s most valuable resource: her
workers. And during all that time, one very
basic principle hasn't changed: The less chance
aworker has of being injured on the job, the less
you should pay to insure the worker.

Sounds reasonable enough, doesn’t it? But
some employers still pay too much for their
Workers” Compensation insurance. Often the
reason is simply that the insurer lacks the flexi-
bility to fashion a Comp program that answers
every employer requirement, including Loss
Control.

We'd be happy to look over your current
Workers” Compensation program with you.
Perhaps we can save you money.

It's one more way we have to cut the cost of
business insurance. There are many others.
Callorwrite us and we’ll share them with you.

A\merican

£
ARvtual

INSURANCE COMPANIES. WAREFIELD, MASS. 01880

THE OFFICIAL INSURANCE
m 1980 OLYMPIC WINTER GAMES

Helping America make intelligent insurance decisions since 1887.



