
c.sp«tal risks pcport
A 150-rabbit deductible? Animal liability on a talking -

gorilla? Buying a specific product liability insurance pol-. L
icy as part of the price ofa manufacturer's product? Solu-
tions like these to special risks spice up the day-to-day
business of insurance, challenging risk managers, brokers

and insurers to combine traditional

insurance ingredients for a different
result and sometimes to whip up a
totally new program. A special risk,
though, isn't always as exotic as

1 filming a horror movie, teaching a
gorilla to talk or floating across the
ocean in a balloon. An amusement *C,«

park, a skateboard park and a star football player are pretty
: special too, the underwriters say. Our report on special
 risks, beginning on page 13, details how insurance experts

fill tall orders from producers and performers, researchers
, and adventurers, farmers and entrepreneurs and collegi-

ate and professional sports teams. We think it's special
reading, with just a dash of fun.

Liberal 111. benefits

to pregnancy benefit
WASHINGTON-Most employ-

ers will be forced to revamp their
benefit programs in the next six
months to provide coverage for
pregnancy on the same basis that
they cover other sicknesses or dis-
abilities.

That sweeping change is the re-
sult of last-minute action by Con-
gress this month that gave final ap-
proval to landmark legislation that
outlaws sex discrimination on the

basis of pregnancy.
President Carter has supported

i the bill and his approval seems as-
sured.

Passage had been in doubt until
the closing moments of Congress
when a House-Senate conference
committee settled differences over

a strict anti-abortion clause in the

measure.

The American Civil Liberties

Union, a key supporter ofthe mea-
sure, said the bill was one of the

most important pieces of benefit
legislation passed during the cur-
rent congressional session.

Sen. Harrison Williams (D-N.J.),
the chief sponsor of the bill, said
the legislation will have "great
meaningforthe 42 million working
women of America."

Some employers already have
changed their benefit plans either
in anticipation of the legislation or
in response to state court decisions
requiring equitable pregnancy
benefits.

For example, employers in New
York were forced to revamp bene-
fit plans after a state court of ap-

Continued on page 75
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continue cost spiral business
By MARY ELLEN McKEE

CHICAGO-"It's about to

choke," says Douglas F. Steven-
son, former chairman of the Illi-
nois Manufacturers Assn., of the

workers compensation system in
Illinois.

Most insurance companies echo
the sentiment.

Despite rate increases of more
than 80% since passage ofa liberal-

ized workers compensation law in
1975, insurance companies are
bacls,a€king for another 25% in-
efease, due. mostly to poor loss ex-
perience and partly to a rise in the
average weekly wage on which
benefits are based.

The 25% rate hike was denied

by insurance director Richard
Mathias because the Insurance

Services Office did not submit suf-

ficient information or statistics to

determine whether the increase

was excessive, inadequate or un-

fairly discriminatory. But a deci-
sion on the request, opposed by an
unusual coalition of employers
and labor unions, is now in the
hands of a hearing officer who will

rule on the request after a public
hearing in November.

Now there are reports that the
25% increase will be withdrawn
and a request for a rate increase as
high as 35% may replace it. The ad-
justed increase is said to include
new loss experience data that sur-
faced over the more than eight-
month lag period when insurance
companies were waiting for action
to be taken on the original request.

Illinois is a highly industrial
state and a bellwether in providing
liberal workers compensation ben-
efits. The liberalized 1975 law was

designed to bring the state into
compliance with the recommenda-
tions of the National Commission

Continued on page 78
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Employers in Illinois face a new workers compensation insurance
increase of more than 25%.
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Why is the committee drafting the
constitution for the New York In-

surance Exchange meeting be-
hind closed doors? Editorial,
page 6.

WASHINGTON-Business

groups believe the product liabil-
ity tax breaks approved by Con-
gress moments before recessing
this month may offer more psycho-
logical comfort than meaningful fi-
nancial relief.

While generally applauding Con-
gress for its first, if limited, step in
the domain of product liability,
business organizations agree that
more substantive legislation is
needed.

"We're nlpnqprl ths,t Con Q,re=q rlirl
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risk financing and employe benefit management
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Insurers gain bigger voice
over exchange operations

By ELLIS SIMON

NEW YORK-To the dismay of
some members of the New York

insurance brokerage community,
the drafters of the constitution and

by-laws of the New York Insur-
ance Exchange have decided to
give underwriters a greater voice
in operation of the exchange than
brokers.

Some brokers are also con-

cerned that the 13-member draft-

ing panel, which is dominated by
insurance company executives, is
insisting on operating in closed
sessions despite an opinion from a
New York public information
agency that the committee is a
public body subject to the state's

Product liability

open meetings law.
At its October meeting, the com-

mittee agreed that the Insurance
Exchange's board of governors
would be composed of five under-
writing members, three broker
members and four public merri-
bers.

New York insurance superinten-
dent Albert B. Lewis, who chairs
the committee, explained that
committee members felt that un-
derwriters should have a greater

voice in administration of the ex-

change since they were putting up
the risk capital.

"If I put up $3 million (to start a
syndicate) should someone with
no investment have the rightto tell
me what to do?" asked Donald

Kramer, president ofKramer Capi-
tal Consultants. Mr. Kramer, a
member of the committee, was an
architect of the exchange concept
and a major force behind the pas-
sage of legislation creating the ex-
change.

However, Robert Sanford, presi-

dent o f Smyth, Sanford & Gerard,
warned, "To the degree that they
(the committee) diminish theinflu-
ence of brokers in the administra-

Continued on page 77

Tax break called psychological
By JERRY GEISEL Congress gives final approval in

the tax cutbill to company contri-
butions to IRAs in a move with

dramatic implications for small
firms. Page 79.

something. We're encouraged that
at least something got passed,"
said Randy Stayin, assistant gen-

eral counsel for the Special Com-
mittee for Workplace Product Lia-
bility Reform. "But we feel the leg-
islation isn't nearly enough."

The product liability legislation
rAmp in the form nf twn Amend.

ments which were introduced on the

Senate floor by Sen. John Culver
(D-Iowa) and attached to the com-
plicated tax cut bill. The amend-
ments were later approved by a
House-Senate conference commit-
tee and included in the bill sent to

President Carter for his signature.
The first amendment requires

the Treasury Department to issue
regulations making it clear that a
business can set asideareasonable

amount of after-tax income as a

reserve against possible product
liability claims without being

7--*.-Ii.A rn, n.no 7R
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Carter's death shocks A&A;

architect of aggressive postu re
By SUSAN ALT

NEW YORK-William L.

Carter's unexpected death Oct. 21
after a successful triple coronary
bypass operation in Dallas sent
shockwaves through Alexander &
Alexander and the entire broker-

age community.

Mr. Carter, 58, was an early archi-
tect of A&A's aggressive acquisi-
tion posture and phenomenal in-
ternal growth, orchestrating the
firm's broad-based expansion into
a wide range of financial services
related to its insurance brokerage
business. He's been widely cl'larae-
terized as a dynamic personality
who was a tireless worker, de-
manding of himself and others,
making things move and shake.

To his credit is A&A's excep-
t.onal record of generating new
business, on top of its existing ac-

counts. This internal growth con-
tributed significantly to A&A's
surpassing of Johnson & Higgins
as the nation's second largest in-
surance broker last year.

Alexander & Alexander also has

a good track record for grooming
managers to take over top spots, a
fact which led Ken Soubry to relin-
quish his post as chairman to Mr.
Carter just last year. Mr. Soubry
and Mr. Carter were the same age,
however, and there's a good
chance that Mr. Soubry will at least
temporarily take up where Mr. Car-
ter left off, picking up any loose
ends and reassuming responsibili-
ties he held as chairman since 1963.

He has remained very active dur-
ing the last year, as chairman ofthe
executive committee.

That there is a huge gap left by
Mr. Carter's death is undeniable,

Firms plead for time
to revise benefit plans

WASHINGTON-Business

groups are imploring the federal
government to give employers
more time to amend their benefit

plans before final regulations go
into effect on how much compa-
nies can .reduce benefits for

workers over 65.

Speaking before a Labor Depart-
ment hearing this month, George
Pantos, counsel for the ERISA In-

dustry Committee, a benefits lob-
bying group representing many of
the nation's largest companies,
recommended that benefit regula-
tions not go into effect until 180
days after the regulations are
published.

This six-month phase-in period
is needed to give firms sufficient
time to identify benefit areas re-
quiring changes, evaluate alterna-
tives, amend plans and inform em-
ployes of the changes that are go-
ing to be made, Mr. Pantos con-
tended.

Other business groups, such as
the American Retail Federation,

urged an even longer lead time-
two years-before employers are
required to comply with final
rules. The retailers noted that

many smaller firms have yet to

learn that the government has is-
sued guidelines restricting benefit
cutbacks for older workers.

Currently, the final regulations
are supposed to be published be-
fore the end of the year and they
would go into effect Jan. 1, 1979.

This month's hearing was to give
employers and other interested
groups the opportunity to com-
ment on those proposed guidelines
and make recommendations for

the government to consider when
it gears up to draft final regula-
tions.

The current guidelines (BI, Oct.
2) call for limited cutbacks in long
term disability, medical and life in-
surance benefits for workers over

Continued on page 78

but A&A prides itself on having
enough management depth to take
such a blow in stride, an.enviable
achievement that both insiders

and outsiders view as a tribute to

Mr. Carter's planning in concert
with Mr. Soubry.

A lifelong resident of Dallas, Mr.
Carter died in his home town sev-

eral weeks after the bypass sur-
gery. Although all reports had indi-
cated he was recovering speedily
and that the operation had been a

success, he apparently developed a
blood clot in an extremity, which
killed him when it swept into his
bloodstream.

Mr. Carter was president and
managing partner of Dallas-based
Harris-Moore & Associates Inc.

when it was acquired by A&A in
1970. He immediately became

president of A&A's Texas opera-
tion. He quickly made his mark
within the parent company, be-
coming president in 1972 and
spearheading the firm's rapid
growth alongside Mr. Soubry.

John A Bogardus Jr.. A&A's

president, is seven years younger
than Mr. Carter and Mr. Soubry,
and is likely to be moved up to
chairman of the firm within the

near future. His likely successor as
president is Tinsley H. Irvin, exec-
utive vp and a director who has
been on the board since 1970. Mr.

Irvin has been a member of the ex-

ecutive committee for three years,
and directs the firm's human re-

source management group.
During Mr. Carter's tenure as a

top officer of A&A, the firm's

growth rate jumped from 10% a
year in the early 1970s to between

15% and 20% a year in 1975 and
thereafter. A&A's new business, it
is estimated, will account for about
$28 million this year, of the firm's

total revenues which are expected
to climb to the $250 million range.
This is double the estimated $14
million of new business garnered

during 1975.
Mr. Carter was buried Oct. 24 in

Dallas. He is survived by his wife,
one son and two daughters, all of
Dallas. •

There are -
creative solutions

to products liability
problems.

Insurance Brokers/Risk Management Services

Write or call any of our offices or contact Frank Schiff, Chairman, at
Executive offices: 100 William Street, New York, NY 10038. 212/425-3010.

r-for your information-h
James acquired maior consultant,
move seen as 'evolutionary' step

CHICAGO-Observers see the move by Fred S. James to acquire
three more brokerage firms and a major West Coast employe bene-
fit consulting firm as evolutionary in nature.

James, the nation's fifth largest insurance broker, acquired Ola-
nie, Hurst & Hemrich, an employe benefit consulting firm with
offices in Los Angeles and San Francisco; Patterson & Associates
Inc. of Washington D.C., which will be combined with the

Arlington, Va. offices of James, and Mitchell, Gaines & Henry Inc.
ofAtlanta, which specializes in insurance forthetrucking industry.

According to chairman James H. Vaughn, James plans to issue
approximately 590,000 of its common'shares, with a current market i
value of $13.5 million for all ofthe outstanding shares ofthese four

g firms.
Acquisition ofthe employe benefit consulting firm, says Leonard

M. Wilson, a stock analyst for Drexel Burnham Lambert Inc. who
specializes in insurance brokerage firms, represents an "evolution-
ary move" on the part of James.

"James will immediately be put into touch with the expertise
necessary to accelerate penetration into the employe benefits
field," Mr. Wilson explained.

One way that a brokerage firm can expand and grow is to make
the service capacity grow, said the stock analyst. By adding Olanie,
Hurst & Hemrich, James expands the kind of service it can offer its
clients.

The acquisition of the three brokerage firms is a move allowing
James to grow geographically, in numbers and to pick up some
expertise ab6ut insuring the trucking industry.

Calif. fines excess broker $25,000
SAN FRANCISCO-The California Insurance Department has

levied a $25,000 fine against Sayre & Toso, the excess and surplus
lines brokerage subsidiary of the Mission Insurance Group, for
diverting $740,000 from a premium trust fund into commercial
paper and other investments.

The incidents were said to have occurred around October 1975

and involved premiums and returned premiums held on account
for numerous clients, California insurance department officials
said. State law requires that trust fund accounts must be main-
tained in cash, explained chief counsel Angel Khachadour,

According to deputy commissioner Robert Mackin, the affected
funds were not entirely connected with excess/surplus lines opera-
tions. The violation was similar to an incident involving Swett &
Crawford, a Continental Corp. earlier this year. Swett & Crawford
was fined $50,000.

Repeal antitrust exemption: FT< -
WASHINGTON-A top Federal Trade Commission official

urged that the law exempting insurance companies from federal
regulation be repealed.

Albert Foer, FTC assistant director for special projects, said there
appears to be "no justification" for continuing broad federal anti-
trust immunity for insurers.

"It is clear that the current immunity from the federal antitrust

laws... serves no legitimate federal or state regulatory purposes,"
Mr. Foer said.

Georgia OKs reduced rate hike
ATLANTA-The Georgia comptroller general has approved a

6.9% increase in workers compensation insurance rates here effec-
tive this month, less than one-third of the increase than had been
requested by insurers estimating the cost o f new benefits enacted
this year.

Johnnie L. Caldwell said the increase to $110 from $95 in the
weekly benefit for fatal injuries, total disability and permanent
partial disability justifies only a 5.5% increase. The increased bene-
fits for the loss of a limb, the addition of a wage loss option and the
physical impairment option for weekly benefits warrant only an-
other 1.4% increase in rates.

The National Council on Compensation Insurance, in filing for a
20.7% increase in rates, failed to recognize that certain insurer
expenses do not increase proportionately as benefits increase, he
said. In addition, the National Council did not properly consider
investment income, the cost-saving features of the new law-
including changes in rating back injuries and a direct payment
method-and the savings that can be achieved through prudent
administration of the new law, he charged.

Ohio to review work comp law

6
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COLUMBUS, Ohio-The house committee on labor and com-

merce of the Ohio legislature has hired a lawyer to review 120 *
workers compensation system reform measures enacted here two
years ago in response to complaints of possible wrongdoing in the
state monopoly system. The reforms, including further computer-
ization and other streamlining procedures, have cost $5 million
already. Columbus attorney Jerry M. Hultin's $50 hourly fee will be
added to the cost, notes the local newspaper, the Columbus Eve-
ning Dispatch.
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the benelitbeat

LA teachers win vision care as benefits improved
Los Angeles city public school

teachers have won a substantialin-

crease in employe benefits, includ-
ing a new vision care prograrn.

Warren Lund, risk supervisor for
health risks for the district, said the
vision program will not become ef-
fective until Jan. 1 since an insurer

has not been selected. "The vision

plan will provide for examina-
tions, lenses and frames every 12
months, subject to a $10 deducti-
ble," he said.

The new benefit package also in-
creases the psychiatric benefits
that are currently offered to L.A.
public school teachers by Blue
Cross and Blue Shield. "What we
are going to do is to beef up that
coverage a little bit," he asserted.
While the current plan provides a
maximum of $15 for a visit with a
maximum of $50 a year, the new
package provides $20 a visit with a
$100 maximum a year.

The school district's current

health coverage includes two
HMOs, Kaiser and Ross-Loos.
They will be adding psychiatric
benefits for the first time, accord-
ing to Mr. Lund.

Dental insurance coverage for
the teachers was also improved in
the new package. Mr. Lund said
that it is being boosted from 80%
reimbursement to 100% of reason-

able and customary charges, sub-
iect to a $750 calendar maximum
for most dental services and $1,000
lifetime maximum for orthodon-

tia.

Life insurance is being raised
from its current level of $5,000 a
year in term insurance to $20,000 a
year. Northwestern National Life
of Minneapolis is the insurer.

A third HMO, Maxi-Care of Tor-
ranee, Calif., will be added as an
option on Jan. 1.

Dental plan
The Northrop Corp. of Los

Angeles selected Delta Dental
Plans of California to administer

its dental insurance program, re-
placing The Travelers. A company
spokesman said the Northrop plan
has a schedule of benefits with a

$750 maximum, although the pro-
gram does not cover orthodontic
care.

Moore self-insures

A new self-insured health plan
incorporating cost containment
measures is in effect for 12,000 non-
union employes ofMoore Business
Forms Inc. of Glenview, Ill. Ad-

ministered by Aetna Life & Casu-
alty, the plan replaces nine differ-
ent benefit plans that had been

placed with various companies, in-
cluding Blue Cross/Blue Shield.

The U.S. subsidiary of a Cana-
dian firm, Moore Corp. Ltd., hopes
to save $400,000 annually in re-
duced administration costs with

the new consolidated self-insured

plan, said compensation manager
James P. Weichert.

omissions

• Michael G. Crasnick, 29, was

named to the newly created position
of corporate claims manager at
Boston-based Stop & Shop Com-
panies Inc., because the company
had recognized the need for sev-
eralyearstomonitorinternallyand
externally the claims function. The
Oct. 16 issue inaccurately said Mr.
Crasnick's position was created as
a result of the company going self-
insured for workers compensation
and liability.

The non-contributory plan in-
cludes such cost containment mea-

sures such as full payment under
basic benefits for surgery per-
formed outside the hospital as well
as in the hospital; the cost ofa sec-
ond opinion on the need for non-
emergency surgery; pre-admission
testing, and recuperation in a con-
valescent facility. Under major
medical benefits, 80% ofthecostof
the services of a home health care

agency are covered and there is a
$50 deductible per year per cow
ered individual to a family maxi-
mum of $150 before major medical
benefits are paid. No estimates of
the savings to be realized under
these provisions have been made.

Other basic benefits under the

plan, which offers a $1 million life-
time maximum, are full payment
for 365 days in the hospital in a
semi-private room; surgical and

other hospital charges while con-
fined; outpatient accident ex-
penses; maternity related care, and
45 days in a drug or alcoholism
treatment center.

Major medical benefits, payable
after the deductible is satisfied, in-
clude 80% of the cost of hospital
confinement exceeding 365 days;
doctor visits in the hospital, home
or offices; outpatient hospital
treatment; rental ofmedicalequip-

ment; prescription drugs; diagnos-
tic x-ray and laboratory tests, and

prescribed appliances, such as arti-
ficial limbs.

Half the cost of outpatient treat-
ment of mental disorders are cov-

ered to a $500 maximum per indi-
vidual per year.

Legal plan
The Indiana Legal Services Plan

is the first group legal insurance
program in the state to receive reg-
ulatory approval. An usual feature
allows coverage to continue if an
employe leaves the sponsoring em-
ployer.

Benefits taxes
President Carter has signed leg-

islation that prohibits the Internal

HMO

Revenue Service from imposing
any new taxes on employe bene-
fits. Thelegislation was sparked by
Congressional concern over IRS
statements that benefits-such as

free travel for airline employes-
should be taxed in the interest of

fairness.

.

Benefit Beat keeps insurance
managers, emplove benefit man-
agers and brokers informed of
changes in programs around the
nation. We'd like to know if you've
made anv changes or know of any
important developments. Write
Greg David, Business Insurance,
740 N. Rush St., Chicago, Ill. 60611
or caU 312-649-5279.

HMO? Health Maintenance Organization. It is
a health care plan that offers employers and
employees an alternative to existing group
insurance programs.

HMOs can provide quality health care
at a reasonable cost. This is one of the

reasons why Prudential actively supports the
HMO concept.

H MOs provide broad coverage for
services when you need them-in or out of
the hospital-and at minimum out-of-pocket
cost. HMOs emphasize health education,
preventive care and outpatient treatment.
Outpatient treatment is less expensive
than hospital treatment and, In many cases,
can be medically more appropriate.

By making HMO membership available to
employees, employers may receive benefits
of their own-improved morale, lower
absenteeism. and less rapidly rising costs.

Prudential has a managerial role in four
HMOs-the South Shore Health Plan and

Central Essex Health Plan in New Jersey,
Prucare in Texas. and the Rhode Island Group
Health Association.These HMOs have

already helped thousands receive the health
care they need.

Prudential is in the business of serving
people. When an idea comes along that
can help people, the Rock puts its weight
behind it. HMO-an alternate health care

plan you can feel right at home w th.

hdential
Group Insurance
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Tougher D&0 defense pays off, Wyatt study finds
CHICAGO-A tougher stance by

insurance companies in defending
directors and officers claims ap-
pears to be paying off.

The latest Wyatt Co. survey of
corporate experience with direc-
tors and officers liability insurance
reveals that the average cost of de-
fending a D&0 claim increased to
$277,549 this year from $205,865 in
the last Wyatt survey in 1976.

At the same time, the number of
claims closed without payment
rose sharply to 62% of all claims
(111 of 179)from 56%(76 of 135)two

years ago. The result, says study
author Warren G. Brockmeier, is
thattheaveragetotalcostofa D&0
claim, adjusted for inflation, is now
just over $1 million. That figure
does not differ significantly from
the inflation-adjusted figure for
1976, saysthe director ofrisk man-
agement services for The Wyatt

Co., despite a 19% surge in the
number of D&0 claims.

Other highlights of the firm's
fifth annual D&0 study include:

. Directors and officers liability
claims outnumber fiduciary liabil-
ity claims by 5 to 1, but fiduciary
liability insurance often costs 40%
of a comparable D&0 policy.

. The average premium today
on a D&0 policy is approximately
the same as the premium was in
1974, although premiums in 1974
were declining while today they
are increasing.

. The D&0 markets continue to

be competitive with no major
changes in the insurance compa-
nies providing the coverage.

The Wyatt study, collecting in-
formation on fiduciary liability in-
surance for the second time, found
that 77% of the corporations buy-

ing D&0 insurance now also pur-
chase the fiduciary coverage, up
from 52% in 1975. Only 16% re-
ported no insurance arrangements
to handle possible fiduciary claims
under the pension reform law of
1974, down from 32% in the last
survey conducted just two years
after ERISA's enactment.

Companies reported 27 fiduciary
liability claims, or one-fifth of the
directors and officers claims. Me-

dian premiums ranged from$1,544
for $1 million of coverage for a
company with under $10 million in
assets, to $12,494 for $10 million
limits for a company with assets
between $250 million and $400 mil-
lion, to $50,000 for $25 million in
insurance for a company with
more than $2 billion in assets.

Mr. Brockmeier observed that

those figures are 40% of the pre-
mium charged for D&0 insurance

for similiar limits. It is possible
that fiduciary liability premiums
will decline, he suggested, as insur-
ance companies develop more ex-
perience with the policy.

The usual deductible under a fi-

duciary policy is $1,000 and pre-
miums increased approximately
20% between 1976 and 1978.

The average premium for direc-
tors and officers insurance for all

the companies participating in the
survey increased only 13% last
year, a small move considering the
huge increases in the costs ofother
liability policies during the same
period.

Most of the increases were

shouldered by companies with
higher policy limits as underwrit-
ers reacted to claims of more than

$5 million. These increases were in
the neighborhood of 40%, the

Howtogetontopof 0
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in risk management.
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J&H computer network.
Tight insurance markets, surging pre-

miums, and the cost of money have spurred senior
executive interest in risk management.

However, some corporations are find-
ing that the nearby office of the broker servicing
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headquarters office for risk management analy-
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study says.
Mr. Brockmeier observed that

premium increases appear to be
justified in view ofthe 19%surgein
D&0 claims. "This does not mean

that a policyholder should accept
the first quotation received," he
urged risk managers. "There is
good reason to shop a bit as shown
by the wide range of premiums."

Median D&0 premiums in the
Wyatt survey ranged from $1,938
for $1 million of insurance for. a
company with $10 million in as-
sets, to $35,587 for $20 million in
coverage for a company with as-
sets between $250 million and $400
million, t6 $100,167 for $50 million
limits for a $2 billion concern.

Wyatt found the most frequent
limit on D&O policies is now $10
million, up from $5 million in the
1976 survey. Twenty percent ofthe
participants are insured for more
than $15 million, up from 18% in
the 1976 report. The highest limit
was $65 million, with eight compa-
nies reporting $50 million or more
of coverage.

The D&0 markets remain com-

petitive with the largest single

source of primary coverage-the
American International Group
companies-providing insurance
to 28% o f the participants, its mar-
ket share down slightly from 1976.
The Swett & Crawford Group con-
tinues as the second leading sup-
plier with 14% of the market (down
from 16%), while Lloyd's insures
13% (down from 15%). Crum & For-
ster increased its share to 12% from

8%,therebyjumpingaheadofCNA
which continued to provide pri-
mary D&0 insurance to just over
10% of the companies in the Wyatt
study.

On excess coverage, AIG signifi-
cantly improved its market share
while passing Lloyd's. AIG units
now provide 30% of all excess
D&O coverage, up from 20% in
1976. Lloyd's dropped to 26% from
34%. Crum & Forster with 15%, up
slightly from 1976, and Swett &
Crawford with 9%, the same as
1976, are the third and fourth lead-
ing sources of excess coverage.

Although the greatest number of
claims under D&0 policies stem
from stockholders (40%), the ma-

jority arise from miscellaneous
causes. This is interesting, Mr.
Brockmeier observes, since "di-
rectors and officers insurance has

been sold on the basis ofproviding
insurance against stockholder
suits."

The study revealed a slight de-
crease in the number of claims

brought by a government agency
or prior owners ofacquired compa-
nies, while suits by former em-
ployes and stockholders increased
slightly.

Sixty percent of the companies
taking part said their claim was
covered by the D&0 insurance
while 23% said it was uncertain

whether the insurance company
would honor the claim. "In spite of
criticismofthevaguenessofcover-
age under D&0 policies," Mr.

Brockmeier says, "it appears that
the D&0 policy is equally as cer-
tain in its coverage as corporate by-
laws or indemnification agree-
ments."

Like the 1976 survey, Wyatt
found the larger a company, the
more likely it is to have had a direc-
tors and officers claim. Other fae-

tors heightening the potential for
claims are unprofitable results, di-
versification and public owner-
ship.

Seventy-eight percent of all par-
ticipants now purchase D&0 in-
surance, up from 71% in 1976 and
65% in 1975. Of companies not
purchasing D&0 insurance, more
reported they didn't either because
they were unable to find an insur-
er or because the price was too
high. •
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At 1,222 feet, the main span of the

new Mississippi River Bridge
near New Orleans will be the

longest cable-stayed bridge span
in the Western Hemisphere.
This immense structure, more than

two miles long, will soar to a
height of 133 feet over the

navigation channel. It will be
poised on six piers that, alone,
cost over 42 million dollars. The

main pier is the largest ever
placed in the Mississippi...a giant
201 x 84 foot caisson that was

sunk through 90 feet of water to
penetrate another 100 feet
into the riverbed.

Pier construction on such a

massive scale- battling scouring

currents, bad weather, and

AWausau Story from

Our
Builder 's

Risk
Coverage

helped
span the

gap.

heavy river traffic - called for the
utmost in construction skill. That's

where joint-venture contractors
Massman Construction Co. and Al

Johnson Construction Co. came

in. Putting together the builder's risk
insurance coverage called for an

insurer with plenty of capacity,
athorough understanding of
construction problems, and

willingness to get totally involved.

That's where we came in.

Whatever business insurance

you're looking for- builder's risk,

other property insurance, worker's

compensation or just about any
business coverage you can name-

you'll find that we're the people
who know business insurance like

nobody else in the business.

the Partnership People

®

EMPLOYERS INSI]RANCF OF WAI]SAI] WAtisati Wisconsin
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editorial opinions- letters___  -
Business Insurance welcomes letters from its readers Please keep your
comments as brief as possible and we reserve the nght to edit or shorten

Behind the closed doors letters for clarity or space Please send your comments to Letters to the
Editor, Business Insurance, 740 N Rush St, Chicago, Ill 60611

Where are the figures? (43%), government agenciesTHE COMMITTEE OF 13 has held four a united front As a result, we believe the (33 6%), professional societies
meetings behind closed doors to de- rules and constitution of the exchange To the editor An article on Risk

Manager's E&0 coverage (Oct 2) (17 7%) and private consultants

cide what it wants in the constitution and may also reflect the pressure they can indicated there lS lagging demand (13 7%)

Of course, this survey was pro-bylaws o f the New York Insurance Ex- bring to bear. Voting for secrecy in tandem for the rlsk manager E&0 pohcy
Mr Abe Snyder, assistant vp at Ca- fessionally conducted and based

change. with AIG's Mr. Greenberg were T. Bow- on 3,300 respondents, not 18pacity Managers International, ap-
John L. JablonskyThe committee, of course, is dominated ring Woodbury (representing John Cox) of parently believes the problem

Vp, Engineering & Safety Service,(literally and figuratively) by insurance INA, Joseph Murphy of Continental stems from confusion and uncer- American Insurance Assn , New
tainty about the policycompany representatives, much to the dis- Group, and H. P. Kamen (representing His belief could be accurate, but

York, N Y

rnay of insurance buyers and insurance Dick Shinn) of Metropolitan Life, along I wonder if the lagging sales is
brokers who would prefer to have a better with Tom Bonaros of Utica Mutual, and rather an inability ofthe marketers An om iss ion
balance so their interests are at least ade- Harold Eckmann of the Atlantic Cos to create a need for the product I To the editor It appears that in

have, to date, seen no statistics re- the article by Warren, MeVeigh,quately represented Rounding out the vote were those indlvld- vealing the number o f claims or the Griffin (Oct 2) which discussed ar-
Business Insurance wanted to attend uals having vested interests in voting the dollar losses associated with risk chitects liability, a glaring omis-

and was told by insurance commissioner way the insurance industry votes. Don managers E&0 which would have mon was made in that Thomas F
been covered under the newly Sheehan Inc of Park Ridge, Ill,Al Lewis it could do so. We appreciated the Kramer of Kramer Capital Consultants, marketed policy Perhaps this sta- was not mentioned as a malor un-

opportunity and looked forward to cov- Jerome Kretchmer representing New tistical data is available, in which derwriter of this coverage
case I'm sure agents and risk man-ering one of the most interesting develop- York City's political powers and Charles Most of us are familiar with Tho-

agers would appreciate having it mas Sheehan's work over theyearsments in many years. Havens of the Reinsurance Assn. available and certainly now that he has his
Although Edith Lichota-the sole repre- One outcome of the vote to keep meet- Simply stated, risk managers own company his status will con-

sentative of commercial insurance buyers ings closed lS already evident. John may be taking a more rational wait tinue to grow
and see posture and not overreact- Knight H. Bermanon the committee-and David Winton- Dunne, who heads the state senates insur- ing and recommending to its man- President, I Berman Co Inc,

the representative of the brokerage ance committee has his dander up. He's agement the need for a $5,000 to Montgomery Ala
community-wanted BI to be present, already saying that there are some sensi- $8,000 expenditure for a risk they

are not convinced presents a seri-
they were out-voted by those more accus- tive issues being dealt with behind those ous exposure A correction

tomed to doing all their business behind closed doors and as a result his committee Charles T. Colarullo To the editor In your Aug 21 is-

Corporate Risk and Insurance sue a story concerning workersclosed doors. intends to scrutinize the ultimate ex-
Manager, Data General, Westboro, compensation self-insurers bonds

A New York state agency averred in a change constitution and bylaws v-e-r-y Mass reported that our company is be-

formal opinion that we should be allowed carefully. ginning to write these bonds

to attend meetings of the committee, al- We're allin favor ofan exchange, but we Loss control reply Your source of information,
John F Millikin of Alexander &

though Commissioner Lewis obtained his don't 1lke seeing the new market develop- To the editor It was disappoint- Alexander in Chicago, was incor-
own legal opinion indicating he had the ing in the shadow ofthose who'dlike to see ing to see an insurance industry rect We do not write these bonds
power to tell us to leave the insurance business done in the same Journal with the stature ofBusiness We did, for one agent, write these

Insurance carry the article (Oct 2) bonds which are fully collateral-
Aside from our obvious discontent at be- old close-to-the-vest, conservative ways purporting to show the lack of loss ized and reinsured for two Indiana

ing hobbled on a story of major impor- it's always been done in the U.S. control services provided by our trucking firms This was a special
industry and based wholly on a arrangement but it is not in anytance, we can't help but question the mo-
"survey" by the author way expected that we will enter-

tives of those who voted to shut us out.

We're not the only ones raising our eye-
The "survey," conducted by Dan- tam any such submissions

iel Otremba while a student at the It would be helpful if you would
University of Arizona, was based let it be known that ADI does notbrows, either Is lt possible the exchange
on responses from 19 insurance now-and will not in the future-

could end up being merely a lucrative ve- companies, 42 loss control field write W C self-insurers bonds
14hicle for self-dealing by insurers? personnel and 18 customers- Richard M. Smith

./.

The exchange would be far more likely hardly a representative sampling Vp, The American Druggists' In-

to gain broad-based support from out-
A detailed discussion of the con- surance Co , Cincinnati, Ohio

clusions reached by the "survey,"
siders if the committee's business were which has drawn widespread criti- A wake
conducted in the open, if everyone could cism from the safety profession

handily see that all issues were being tho-
since first published as a longer ar- To the editor I have read the

ticle earlier this year, would be September 18 issue and I am not1.,1 /4 v
roughly aired pointless in a short letter such as sure whether I am reading about a

this wake Having been employed inThe committee, in all fairness, did agree
Yt However, it should be noted that the excess and surplus hne bum-to provide us with the minutes of all meet- b -j<"-3 according to the recently released ness most of my working life I fail

ings. But surely we all know that minutes 01,4 0 tp -I "A Nationwide Survey of the Oc- to comprehend the gloom and
t.¢4.

cupational Safety and Health Work doom expressed by some presi-of meetings only tell half a story, if that
Force" (National Institute for Oc- dents and vice presidents your

much. There's no substitute for being
there.

cupational Safety and Health, staff interviewed
July, 1978) "The (occupational Perhaps the problem I am un-
safety-and-health-related services) able to resolve is the reference toDoes the insurance underwriting com- .(0 resource most used by all indus- "excess and surplus lines " Many

munity have something to hide, trial sectors is that of the insurance years ago the firms that were in-
We wonder why Hank Greenberg and

Z.--i
FS carrier, which provided services to volved in E&S business were re-

I &...... I*..lilli
78 4 percent of the firms " ferred to as specialty insurers Thehis fellow insurance execs don't want us "Guess it'sjustthe nature of an actuary... doesn't This is far ahead of any other term implied that the insurers

around They voted as a group, presenting like to leave anything to chance... group, including safety councils Continued on page 8
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Nobody loves a smash-hit performance
more than American Home/National Union.

We've been provid:ng coverage for every
conceivable kind of event for years...from the
biggies with a cast of thousands, to quiet little
get-togethers out in the boonies.

And American Home/National Union
provide special even: protection, including
property and personal casualty claims.

We can cover just about every risk that
could happen at an event...inside or outside.
Including bodily injury, property damage, legal
defense. fire damage. false arrest, libel, slander.
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We can even insure #

the refreshments served at the event.

Wepe part of one of the largest insurance

organizations in the world: when we say we
can ceveryou, we can.

To find out exactly what we can do to help
take some ofthe tension out ofyour nextbig
event, call your broker.

Or contact us directly.
We may not be able to guarantee vou a

record-breaking gate, but we can open the door
to the risk protection you need for your event.

Coveragesmay norbe available in all states.

AMERICAN HOME ASSURANCE COMPANY
NATIONAL UNION FIRE INSURANCE COMPANY
OF PlITSDURGH, PA.

Dept A, 102 Maiden Lane NewYork, New York, 10005

Please send me intorrration on Special Events Insurance.

NamB

Title phone

Company

Arlciress

City 7ip

AM Member Cornpanies of American International Group E

We welcome inquiries from any licensed agent or broker. You don't have to be a regular prrducer to place business with an AIG company.
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Tr¥our h:kilmmepert:LYou'lllove it:
Our Skimmepert is really great. It has the unique ability to remove the cream from the top of

EMPLOYEE HEALTH BENEFITS PREMIUMS without sacrificing the benefits. We have the experience
and complete facility to help you with a Feasibility Study and Plan Design

for your clients' consideraticn of SELF-FUNDED

1 li HEALTH INSURANCE.

• Complete claims administration
• Elimination of about 2/3rds of the paperwork

• Prompt claim payment

• Monthly computer claim report
• Computer clairris analysis

IRS. The employees love the prompt, courteous
claim handling. The controller loves the direct

savings and "cash flow" advantages.

Call Sam Hartman

Beech Street Insurance Services
BLLCII 511:LE I Ai- 61 H ,\\'EXUL, SA.\ DELCIE), CA 921,) 1

TELEPHONE: 800-854-22.14 OR 800-854-2294

CALIFORNIA: 800-522- 1533

letters
Continued from page 6
worked around the perimeter of
the normal marketing concepts
providing coverages that others
avoided. The "others" were known
as "standard" carriers.

For a variety of reasons, fore-
most being the profitability of the
E&S markets, these "standard"
carriers created "pups" to write
E&S business and still remain re-

spectable in the eyes of their
agents. Frequently, the "stan-
dards" took the E&S route with

non-admitted "pups" to get
around such requirements as prior
filing and approval of rates.

The problem with this class of
E& S carriers is that invariably
they operate as surcharged rate
markets rather than experienced
E&S markets. Even in those cases

where the personnel are experi-

, f

enced in the E&S field, the insur-

ers may not permit the underwrit-
ers to function so their expertise
might be put to some useful pur-
pose.

I: is my feeling that those of us
who have operated in the E&S
field who represent true E&S are
not faced with the dire predictions
developed through the articles in
your publication.

Hermann P. Schlander

President, Property Insurance
Brokerage, Pasadena, Calif.

Excess brokers

To the editor: I take some issue

with the so-called "facts" reported
relative to"premium data on the 10
lar,gest excess/surplus lines bro-
kers in six leading states."

Your figures, in my judgment,
leave something to be desired in
terms of accuracy. You indicate a
listing ofthe 10 top E&S brokers in
New York in terms of annual pre-
mium volume for excess and surplus
lines. I seriously question your fig-
ures. If they are accurate, in terms
of volume indicated in boththead-

mitted and nonadmitted markets,
then I think ourfirm, as well astwo
or three of our competitors, can very
well fit into the top five and cer-

tainly within the top 10 firms. I cer-
tainly can think of two other firms,
as well as our own, which fall well
within the $4,000,000 plus cate-

gory. Presumably this would leave
others somewhat down the line.

I seriously question why you did
not do your homework with all, re-
pest all, excess and surplus firms
to secure a completely comprehen-
sive survey on the overall volume
in this market. As president ofour
newly-formed N. Y. S. E&S Bro-
kers' Assn., I suggest that you do a

very comprehensive survey of all
facilities before you release any fig-
ures. Those figures appearing in
your 9/18 issue are seriously sub-
jec: to question; hence you will
find any subsequent so-called
"data base" you are providing to
the marketplace under similar
question.

Gerard J. Nolan

President, Parkington Associates
Ltd., New York

As the story in the Sept. 18 issue
said, the ranking ofearess surplus

firms was based on the excess pot-
icl/ filings made with state insur-
ance departments. It did not in-
cluie premium volume in both the
admitted and non-admitted mar-

kets. In addition, Business Insur
ance attempted to compile a direc-

tory of excess/surplus jirms. Sixty-
four finns participated, not in-

cluding Mr. Nolan's firm. Partici-
pation required the,Arms to reveal
their gross revenues and percent-
age of income from excess/surplus
lines.

San Diego crash
To the editor: In your issue of

Oct 2, you made two very mislead-
ing statements on the San Diego
air accident. The pilot of the
Cessna was a"student" to the same

extent that one doing graduate
work at a university is a student.
He had a commercial pilot's li-

cense with 450 hours of flying time
logged and was "studying" for his
instrument rating. His FAA certi-

fied "instructor," also in the air-
kiraft, had over 5,000 hours offlying
time to his credit.

The Cessna had not "missed its

landing approach pattern" butwas
executing a planned training ma-
neuver under the positive control
of the FAA tower. The PSA aircraft

was not under the positive control
ofthetowerbuthadelectedtoland

visually.
W. R. Le Strange

President, AVEMCO Insurance
Brokerage Inc., Bethesda, Md.



Soutnern
Paciftc
is well

trained
for our specialists-

on-the spot,
the uncommon

is commonplace

We like to keep track, if you'll pardon the expression, and at last count Southern Pacific had
85'000 freight cars and 2,500 diesel locomotives, Plus, of course, investments and customers in
Intermodal transport, trucking, pipelines, computer and communications services, equipment
leasing and land management.

To protect those investments and insure the goods of its customers, Southern Pacific naturally
attaches great importance to its risk management program. Swett & Crawford Group, in turn,
plays a vital role in helping SP and its broker meet those risk management needs. For more than
30 years, Swett & Crawford Group railroad specialists have effectively met a myriad of insurance
requirements for Southern Pacific, including excess 'iability, fixed property and bill of lading
coverages, as well as daims and loss control services.

With half a century of experience, Swett & Crawford Group is renowned for its ability to sell,
service, insure and reinsure large and unusual commercial risks-in the ftelds of energy,
transportation, construction and manufacturing. Swett & Crawford Group: a unique combination
of capabilities and organizations working together to serve the domestic and international
insurance and reinsurance fields.

 Siuett&Crauba Geup
a subsidiary of The Continental Corporation

For more information about Swett & Crawford Group write our President, Mr. WEW Fellows, 4201 Wilshire
Boulevard, Los Angeles, California 90010.
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Ideal plans new unit modeled on Kemper
NEW YORK-Ideal Mutual In-

surance Co. has established a hold-

ing company known as Optimum
Corp., to be owned 51% by Ideal
and 49% by other investors, con-
firmed Edward P. Lalley, presi-
dent of Ideal.

The arrangement is modeled af-
ter Kemper Cos.' structure, with
the objective ofproviding a vehicle
for additional financing to aid
Ideal Mutual's growth over the
long term. Optimum is capitalized
at $5 million, $2.6 million ofwhich

Insurance

covers huge
Calif. award

SAN FRANCISCO A medical

malpractice award of $7.6 million
to an 18-year-old girl is expected to
be covered by insurance.

A jury awarded Laurie Necochea
what is believed to be the largest
malpractice award in U.S. history.
The girl became a quadriplegic six
years ago when an overdose ofra-
diation damaged the girl's spinal
cord.

Mt. Zion Hospital and the Uni-
versity of California Medical Cen-
ter were the two principal defen-
dants in the case. A doctor who

worked for the medical center was

absolved by the jury.
The hospital is a member of the

California Hospital Association
(CHA) and a participant in its
group malpractice plan, according
to spokesmen for Mt. Zion and the
CHA.

The primary layer of the CHA
group medical malpractice plan is
underwritten by the Truck Insur
ance Exchange, part of the
Farmers Insurance group, accord-
ing to these sources. Lloyd's and
other companies insure the excess
layers.

Attorney Robert Glynn, who
represents the University of Cali
fornia Medical Center, told Busi-
ness Insurance that his client's pri-
mary medical malpractice cover
age was underwritten by Hartford
Insurance Co.

However, he said that Hartford's
aggregate had been used up and so
the insurers involved in the award

are American Re and the Harbor

Insurance Co. part ofthe Swett &
Crawford Group.

Further legal moves in the case
are likely, the attorney said.

The people who know
how to handle it in

NEW ORLEANS
are

GILLIS, HULSE & COLCOCK
135 St. Charles Avenue

581-3334
SEE OUR AD ON PAGE 8

is from Ideal and $2.4 million of
which is to be contributed by

outsiders, including investment
bankers, employe stock ownership
plans or other organizations with
pools of funds.

Although Optimum won't be
used to underwrite any insurance
business, it may be used to invest
in up to 20% ownership in compa-
nies that underwrite insurance or

are in related financial services.

said Mr. Lalley. By having Opti-
mum own 20% of another finn or

group of firms, Ideal would beable
to consolidate another firm's earn-

ings into Ideal's financial :tate-
ments.

Mr. Lalley suggested that Opti-
mum could, for example, invest $1
million in each of five established

captive insurance companies, par-
ticipating more heavily that way in

A

the growing profit center insur-
ance business. "We already have

one (trade association captive) that
we've invested in, and Idealis writ-
ing the policies," he told Business
Insurance.

Ideal Mutual originally joined
other participants in the Corporate
Insurance & Reinsurance Co. Ltd.

(CIRCL) with theidea ofactingas a
fronting company forsmallercom-
panies not eligible to participate

directly in CIRCL's programs. Mr.
Lalley said that Ideal has not lined
up any companies so far to work
with in this manner, although Ideal

is currently working with three
companies interested in such an
arrangement.

One of the three companies is a
small steel fabricating firm and
another a manufacturer of capital
equipment, he said.

All three firms have annual sales
of under $100 million, since that is
the minimum size requirement for
companies interested in joining
CIRCL. •
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Ford faces $11.5 million award in Lincoln crash
LOS ANGELES-A jury here

this month ordered the Ford Motor
Co. to pay $11.5 million to a
27-year-old man injured in a 1970
accident involving a Lincoln Con-
tinental.

James Hasson, then a 19-year-
old college student, suffered per-
manent brain damage in the acci-
dent.

The verdict is comprised of $7.5
million in compensatory damages

Kodak

TEMPOf*AA. SEAVICES

e
Rockwell
international

Sheraton
HOTELS & INNS, WORLDWIDE

and $4 million in punitive dam-
ages. It is believed to be second in
size in California only to the $128
million verdict orginally handed
down against Ford in Santa Ana
last February. In that case the auto
maker was alleged to have delib-
erately fitted Pinto automobiles
with poorly designed gas tanks
that ruptured upon light impact.

In the new case, Mr. Hasson was
permanently injured when he was

Upton

AACDOnalI
m®

RAYTHEON

driving his father's Lincoln Conti-
nentalin Los Angeles and the car's
brakes failed. Ford was accused in

the case of defectively designing
and manufacturing the Lincoln.

Plaintiff attorneys David Harney
and William S. Hartarguedthatthe
auto manufacturer was at fault be-
cause the brake failure stemmed

from heat-induced vaporization of
the brake fluid. The attorneys said

BRANDS
COMPANY

D

that Ford should have warned
dealers ofthe need to have the fluid

replaced periodically.
H.R. Nolte Jr., vp and general

counsel forFord, said thatthe com-

pany will appeal the verdict.
"Although we regret the occur-

renee ofthis tragic accident, we be-
lieve that the jury's award is con-
trary to the weight ofevidence and
is so unreasonable that it will not

be upheld." he said. "Furthermore,

punitive damages may be assessed
only in cases involving intentional
injuries or conscious and wilful
disregard of the safety of con-
sumers. We don't believe these fac-

tors were present in this case. The
imposition of punitive damages is
unjustified."

Plaintiff attorney David Harvey
told Business Insurance that the

verdict represents the second time
the case was tried. The first time in

1973 the verdict was only $1.1 mil-
lion, but Ford won a new trial on
the basis that the judge in the for-
mer case neglected to instruct the

jury on the issue of contributory
negligence.

its 9 to 3 verdict that Mr. Hasson

was not at fault in causing the acci-
dent. It attributed 100% ofthe fault
to Ford.

Mr. Hasson's disabilities today
consist ofsight and hearing losses;
disuse of his left hand; epileptic
seizures; hypersensitivity of the
skin ofhis left side, and other phys-
ical deficiencies.

In addition, he has a metal plate
in his head and a tube that drains
fluid from his brain to his abdo-
men.

Mr. Hasson, who before the acci-
dent had planned to become a doc-
tor, now plans to study psychology
so thathe can work with otheracci-
dent victims. .

D.C. disability
tightening set

WASHINGTON The House

and Senate this month gave final
Congressional approval to legisla-
tion designed to crack down on
disability retirement abuses by
District of Columbia police offi-
cers and firefighters.

The legislation would require
city employes to obtain yearly
medical statements from the Dis-

trict of Columbia Board of Sur-

geons certifying that they still are
disabled.

The board of surgeons also
would be required to determine
the percentage of impairment at
the time of retirement. For exam-

ple, an injured employe who was
40% disabled might only receive
40% of salary.

At one time so many city em-
ployes were retiring on tax-free
disability benefits (88% of police
officers who retired in one recent
year did so), that Sen. Thomas
Eagleton (D-Mo.) labeled the D.C.
retirement system as a "premier
ripoff."

The people who know
how to handle it in

RICHMOND
are

DE JARNETTE & PAUL, INC.

307 West Main Street

648-2882
SEE OUR AD ON PAGE 8
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<Through self insurance, we've rolled back the tide
of Atlantic City's insurance costs by one, third."

"With a loss record that was far from

admirable, mounting insurance pre-
miums, and a mui'licipality's heavy ex-
posure to liability actions, Atlantic City
was clearly in need of a new risk manage-
ment program. Self insurance was the
answer, and ever since the program went
into effect in 1976, we've realized sub-
stantial benefits. On a yearly average,
our costs have been running 33% less
than our 1975 premiums.

"We've achieved these savings be-
cause we can now evaluate the merits

and validity of each claim through a
variety of methods. ESIS supplies us
with, among other thingg, highly de-
tailed reports on every claim. If knowl.
edge is power, now we have it: the power
to maintain solid control over all of our

claims settlements.

'Two other benefits: First, with the

data supplied by ESIS, we can make
accurate projections on how much risk
we should retain each year. And second,
in that costlv area of worker's comp, our
employees are much more aware that
the city is running a tight ship."

More and more risk managers like Horace
Bgant are turning to ESIS. Wlly? ESIS is the
leading administrator of self-insurance pro-
grams in the U. S. ESIS provides all of the
administrative, claims handling, loss control
and slatistical reportingfunctions normally per-
formed by an insurance carrier. To jindouthow
ESIS can hell; your company's self-insurancz
Mogram, wnte to us or contact your insurance
agent or broker.

ESIS Profiles:

Risk management's
new breed.

Horace J. Bryant, Jr.
Treasurer and Commissioner

of Revenue & Finance,
Atlantic City, NJ

An INA Corporarion Company
4050 Wilshire Blvd., Los Angeles, CA 90010

..4



Renowned Lloyd's of London

isn't the.only specialty insurance
shop where off-beat cravings for
insurance are satisfied. And giant
Marsh & McLennan isn't the only

broker which serves up rarely re-
quested insurance policies.

There are other chefs and maitre

d's of insurance in America who

can concoct and deliver insurance

of the strangest varieties, Business
Insurance reporters discovered in
preparing articles that give a taste
of the unusual in commercial in-

surance.

Ignoring the run-of-the-mill, the
reporters researched the insurance
needed on such assets as livestock

and such investments as sporting
events. Pigs, by the way, are virtu-
ally uninsurable, partly due to
their propensity for obesity. Sport-
ing events don't evoke cheers in
underwriting circles either,
though the reception varies de-
pending on whether it's on the
equipment for a balloon trip across
the ocean, a star football player's

salary or a skateboard park's liabil-
ity.

But American as well as London

insurers are having a picnic with
special risks.

American Life Stock Insurance

Co. of Geneva, Ill., insures appro-
priately enough livestock risks.

The risks the company will un-
derwrite roam from guaranteeing
to reimburse the owner of a valu-

able horse if it can't reproduce to
insuring the life of a precious ani-
mal, complete with a beserk clause
in the event the animal goes hope-
lessly crazy while being shipped.

An Albuquerque brokerage firm
president was able to dish up the
insurance vital to lifting Double
Eagle II offtheground and guiding
it on its historic cmssing ofthe At-
lantic, all through American com-
panies.

Reaping the repasts ofAmerican
markets is not to ignore the manna
that will flow from London.

Lloyd's didn't blink at a tall or-
der from a performer who wanted
to insure against losing her claim
to fame as the world's tallest

dancer should she suffer a height-
shrinking injury, reports London

Photo: Wide World

The flight of the Double Eagle 11
across the Atlantic wouldn't have

been possible without a flight of the
crew's insurance broker. Page 31.
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Catering to a demanding crowd
If it's not fish tales, it's bunny tales

A

The Time: Several years ago.
The Place: A Hollywood studio.
The Scene:' A science fiction movie in

which the entire cast consisted of rabbits.

(They had taken over the world, by the way).
The Problem: The movie-called "The Rab-

bits" of course-required 500 rabbits, 300 of

which were trained to respond to simple
commands such as "turn right, ". left," or
"run." Rabbits (even those that have taken
over the world) are subject to diseases which

can wipe out large numbers ofthe ereatures.
If anything happened to the rabbits the stu-
dio would incur $100,000 inextra expenses.

correspondent John Miller in dis-
cussing Lloyd's more exotic insur-
ance spreads.

Not to belie big as beautiful,
Marsh & McLennan knew where

to call to get quick delivery on an
order for animal liability on a talk-

ing gorilla when the standard mar-

j A
L

The Solution: A 150-rabbit deductible.

The Explanation: As a loss control mea-
sure, the studio isolated 150 rabbits on a
standby basis. Lloyd's then provided a
$100,000 extra expense policy costing about
$3,000 with a "150-rabbit deductible" since
untrained rabbits are easily obtained and
would naturally follow any group of trained
rabbits.

The Result: The movie was made although
it didn't become a box office hit.

The Story: Courtesy of Jack E. Groleau of
Bayly, Martin & Fay in Los Angeles, who
brokered the policy.

kets were bare. It seems not only
the university where world-
famous Koko is being trained but
also underwriters were worried

that the communicativeape might
put her foot elsewhere than in her
mouth.

It's not only the obviously un-

4

usual that can cause a loss ratio to

flop. Firemen's Fund, in conjunc-
tion with the agency of Albert G.

Ruben, readily cooks up insurance
for the entertainment industry.
But neither the West Coast insurer

nor the newly acquired Alexander
& Alexander agency could have

Photo: Wide World

With the growth of multi-year, no-cut contracts, insurance policies for pro
athletes are growing. Page 15. Meanwhile, a Virginia broker hopes to tackle
injury problems for colleges. Page 29.

guessed that a new Woody Allen
film would be so much troublejust
becauseit'sbeingshotinblackand
white, as an article on "Manhattan"
details.

Though so far less troublesome
to underwriters, a stock request for
insurance on an orchestra going
overseas entails some extra atten-

tion to detail. A traveling orchestra
needs crime insurance on the cash

in the various currencies it must

have on hand to pay its day-to-day
expenses.

Moreover, insurance experts are
always whipping up something

new. There's a Virginia Beach in-
surance broker who has designed a

policy for universities and colleges
to reimburse them for the cost of

an athletic scholarship which must
be paid even when a student is hurt
and can't play the game.

The new policy, to be underwrit-
ten by aggressive American Home
Assurance Co., is similar to the

kind of protection offered profes-
sional sports teams with players
who have commanded multi-year,
no cut contracts that guarantee
their salaries even when they may
be benched by an injury for com-

ing seasons.
Professional sports team owners

also buy insurance to protect them

against the loss oftheirentire team
in, for example, a tragic airplane
crash.

The ingredients of these insur-
ance programs covering collegiate
and professional sports teams, are
detailed in stories in the following
pages ofBusiness Insurance's spe-

cial risks report.
Participatory sports call out

hard-to-fill orders too. Amusement

parks aren't the thrill of the cen-
tury to insurance companies.
Skateboard parks leave a particu-
larly bad taste in the mouths of
most underwriters. While Lincoln

Insurance Co. is the only company
willing to write skateboard parks,
the operators are forming their
own insurance companies.

Special risks require, these arti-
cles show, a book of recipes for in-
surance that will satisfy the de-
mandsofthehotdogcrowdaswell
as the connoisseurs. .

Photo: Stanford University News Service

Stanford University is understandably proud of
Koko, the first gorilla that can swing through sign
language. The university has its own special insur-
ance package for Koko. Page 14.
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SAN FRANCISCO--Stanford

University is understandably
proud of a graduate student's re-
search project that has resulted in

the first gorilla swinging through
sign language with nearly the dex-
terity an ape has for leaping
through jungles.

But lest the scientific break-

through also entail the young go-
rilla swinging through the hal-
lowed halls of the prestigious uni-
versity and breaking up campus fa-
cilities, the university requires that
the scholarly gorilla Koko be in-
sured against animal liability.

Not surprising, the standard
markets weren't interested in tak-

ing on a gorilla, not even one that.
knows 351 words in the American

Sign Language and whousesthem
with amazing lucidity, reported
Marsh & McLennan account exec-

utive John J. Laurin.

Though Koko probably could
have assisted Mr. Laurin in pre-
senting the risk to an underwriter,
presuming the underwriter could
communicate in the language of
the dea f, Mr. Laurin turned the risk

over to excess and surplus lines
brokers Markel Services of Rich-

mond. Va

Markel placed $300,000 of animal
liability insurance, covering bodily

injury and property damage that
might be done by Koko, with Great
Southwest Fire Insurance Co. of

Scottsdale, Ariz., which is part of
the Century Group. The only ex-
clusions in the policy are for puni-
tive damages and assault and bat-
tery. There is also a $250 deductible
on property damage. The annual
premium: $330.

First placed in July 1977, the
claim-free policy was renewed this
year. A new classmate, Michael, is
also now insured under an identi-

cal policy for another $330.
So far Koko has limited her de-

structive outbursts to minor inci-

A&A merges
with Concord

EL PASO-Alexander & Alex-

ander of Texas Inc. has acquired

the Concord Insurance Agencies
here. Alexander & Alexander of

Texas is a unit of Alexander &

Alexander Inc., the nation's sec-

ond largest broker. •

The people who know
how to handle it in

MINNEAPOLIS
are

BRANDOW HOWARD KOHLER

& ROSENBLOOM

3601 Park Center Boulevard

929-5551

SEE OUR AD ON PAGE 8

SAN FRANCISCO

(415) 391-3080

LOS ANGELES

AREA

(213) 990-3040

(213) 385-7341
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Koko: Her word's not enough §2'..         . I ' i

4,5*»4

-hen it comes to liability signs re ,#\-7,1#Lf
KATHRYN J. McINTYRE The Gorilla Foundation Inc., es-

special risks ect and supported by the National  * ,
tablished to fund the research proj-

Geographic Society, had consid-
dents, such as tearing up sponges, ered also buying animal mortality J
which definitely fall within the de- on Koko. But the quote out ofLon- rl , 9

,ductible of the policy. And she's don was a premium of' 10% of
sufficiently remorseful when Koko's value. At one estimated 4 5' 5- Ar
caught in such acts. Confronted value of $20,000, the premium I
with torn bits ofsponges and asked would have been $2,000 and it was
what it meant, she responded, decided that was too much money.
"Trouble." Still, one wonders how anyone

can even set a value on a communi-

A gorilla learning sign language cative gorilla with the personality
speaks of an outstanding achieve- of Koko. And what would Koko

ment by Koko and her teacher, have to say about this anyway?

psychology graduate student M&M's Mr. Laurin hasn't met his
Photo Stanford Universi.y News Sar·/iCE

Penny Patterson. Previously re- insurance charges Koko or Mi-
search in communication with chael yet. "We've just talked on the At a press conkrence recently. Koko's answers were interpreted for
apes has focused on chimpanzees. phone," he joked. • reporters by her teacher, Penny Pattersor.

CHICAGO

(312) 726-7035
PHILADELPH[A

(215) 925-607C

PITTSBURGH

(412,323-)301

ATLANTA

(404) 262-2240

MIAMI

(3051 392-8066



More growth predicted as no-cut pacts grow

More risks score for sports insurance
By JERRY GEISEL

WASHINGTON-When Wash-

ington Bullets superstar Phil Che-
nier injured his back and was lost
for last year's National Basketball
Assn. season, many Bullet fans
thought their team's hopes of win-
ning a championship were dashed.

But unexpected superlative per-
formance by other veteran Bullets
offset the loss o f Mr. Chenier and in

June the Bullets vanquished Seat-
tle and was crowned champions of
the NBA.

Just as other players were com-
pensating for the loss of Mr. Che-
nier on-the-court, off the court a

veteran insurer-Lloyd's of Lon-
don-was compensating Bullet
owner Abe Pollin for Mr. Chenier's

sp€cial risks
salary under the terms of a special
disability insurance policy.

Insurance policies that reim-
burse a team owner in case one of

his star players is injured, such as
the one Mr. Pollin purchased from
Lloyd's, no longer are a rarity.

The tremendous salaries paid to
many professional athletes, the
proliferation of "no-cut" contracts
and more cross-country travel
have put more risks on the score-
board and sparked a drive by
owners to cover those risks

through the purchase of special-
ized insurance policies.

Despite these factors, sports dis-

ability insurance policies may still
only be in their infancy, predicted
an attorney who has represented
several superstars. The real growth
in such policies will occur as more
and more athletes sign no-cut con-
tracts in which their salaries are

guaranteed over a number ofyears
even though an injury may prevent
the player from competing.

Finding out the exact details on
how owners are insuring against
the loss of their players can be as
difficult as a team trying to over-
come a two-touchdown lead.

Most teams that Business Insur-

ance contacted either didn't return

calls or declined to provide more
than an outline of their coverage.
For example, Bill Veeck, owner of

the Chicago White Sox, revealed
that he has purchased disability
policies that reimburse him if cer-
tain players are injured off the
field. But he declined to identify
the insurer, the players covered or
the amount of premium paid.

But underwriters, brokers and
attorneys involved in professional
sports coverage offered some clues
and the picture of coverages that
emerged from conversations with
these experts is as complicated as
the Dallas Cowboys playbook.

There are more than 100 differ-

ent rates for sports disability poli-
cies, said Robert Bradshaw, presi-
dent of Robert Bradshaw Inc. and

managing director of Management
Guaranty Co. Ltd. of Bermuda.

Mr. Bradshaw, who also is a
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Washington Bullets are covered
under insurance policies taken
out with Lloyd's of London.

Lloyd's wholesaler and is estima-
ted to have placed more than 80%
of sports insurance ever written.
said policies now offered range
from reimbursing an owner if a
pitcher missing his starting rota-
tion because c f injury to providing
catastrophic coverage to protect an
owner if his team perishes in a
plane crash.

Although there are policies
tailored to fit almost every need,
Mr. Bradshaw said teams in the

National Football League usually

opt for two types of policies.

The most basic policy is for acci-
dental death orr dismemberment.

This t.ype of policy is designed to
give an owner the cash he needs to

build a new team if players were
killed in a plane crash. The basic
rate for such a policy is $1.72 per
$1,000 of benefits.

The second type of policy covers
players, usually superstars, who
have multi-year contracts in which
benefits are paid although injury
may prevent an athlete from play-
ing.

Such no-cut multi-yearcontracts
still are rare. Most multi-year con-
tracts that are announced in the

newspapers as a new season be-
gins are really a series of one-year
contracts, according to Vince

Continued on following page

The people who «:now
how to handle if in

HOUSTON
a,e

JOHN L. WORTHAM & SON

2727 Al ec Park,vay
526-3366
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Pro insurance...
Continued from preceding page
Lombardi Jr., assistant executive
director of the National Football
League Management Council. Af-
ter one contract ends, the new one
goes into effect only if a player is
healthy and makes the team in
summer camp.

Although estimates vary de-
pending on who you talk to, most
experts agreed that no more than
10% of NFL players have signed
true multi-year, no-cut contracts. ,

While the number ofplayers who
have such contracts may be small,
the dollar amounts and the poten-

Ual liability involved is huge. O.J.
Simpson, for example, the highest
paid player in professional foot-
ball, earned more than $700,000 an-
nually when he played for the Buf-
falo Bills.

Owners can purchase insurance
to cover their contractual liability
for multi-year contracts, Mr. Brad-
shaw explained. Buffalo Bills pres-
ident Ralph Wilson, for example, is
widely believed to have purchased
a policy in the London market that
provided benefits in the event that
Mr. Simpson was injured and O.J.
sat out nnost of the 1977 season

with a knee injury.
Policies that cover professional

athletes on multi-year contracts
usually only go into effect at the
start of the player's second year of
the contract. The first year typi-
cally is self-insured.

Rates for such policies vary de-
pending on factors such as the age
of the player and his past medical
history. Although Mr. Bradshaw
cautioned that it was only a"rough
ball park figure" the rate to cover
permanent :otal disability on a pro-
fessional football player would be
$12.60 per $1,000 ofexposure. The
rate to cover temporary total dis-
ability would be considerably
higher, he added.

Players not covered under multi-
year contracts in the NFL, how-
ever, do have some financial pro-
tection in the event of injury. The
athlete is guaranteed his salary
during the year of his contract. If
the player misses all or part of the
last game of the season due to in-
jury that occurred in practice or on
the field and then fails the physical
and summer camp the next season
even after undergoing recommend-
ed surgery or rehabilitation, the
team must pay the player half his
salary up to a maximum of$37,500.

This so-called "Article 10" bene-
fit, named afterthe provision in the
1977 bargaining agreement be-
tween the owners and the players
association, is thought to be self-

USAI G LIRL-CL

360'Aircraft Policy

Clearly written in everyday English
Clearly broadened all-around coverage

That's the revolutionary approach USAIG has taken with our
all-new ALL-CLEAR 360° aircraft insurance policy. It spells
out in plain English exactly what coverage is. provided and
gives more coverage than ever before.
When your client reads the ALL-CLEAR policy, he
understands every word. Each sentence comes across clearly
and simply with no hidden meanings or confusing language.
But we didn't stop with language alone. We also added more
coverage to give more value for every insurance dollar.
A brochure describing our ALL-CLEAR policy in more detail
is free for the asking. Simply write to: USAIG, Advertising
Dept., 110 William Street, New York, New York 10038.

insured, according to several ex-
perts. Pro basketball and hockey
contracts call for similar benefits

for injured athletes.
Athletes, however, competing in

individual sports, such as tennis
and golf, have had trouble securing
insurance for temporary total dis-
abilities in the U.S. market.

Part of the problem is that,it is
very hard to define what an injury
is, observed C. Vernon Sprately
III, a Richmond, Va., attorney who
represents about 10 professional
golfers. "A professional golfer may
have a sprained back and can't go
on the tour, but that doesn't pre-
clude him from doing something
else," he said.

But thanks to a new insurance

policy developed by Virginia
Beach insurance agent Edward
Phillips ofthe Pembroke Realty &
Insurance Agency, golfers may
have eagled and tennis players
aced their temporary disability in-
come problems.

Under the policy, which Mr.
Phillips is trying to get American
Home Assurance Co. to under-

write, golfers and tennis players
would be paid up to $6,000 a month
after a 90-day waiting period.

Benefits would be paid up to 21
months as long as the disability
prevented the professional from
returning to the courts or links.
Once the player returned on the
tour, he or she would receive 75%
of the disability benefit or $4,500.
The second month the benefit

would be $3,000 and the third
month, $1,500.

It doesn't matter how much the

professional earns during those
three months, benefits still will be
paid. "We want to place the athlete
in a position where he can't lose by
trying," Mr. Phillips said.

However, the policy would not
cover an injury that was related to a
pre-existing condition. The annual
premium for the $6,000 a month
policy is $1,080. For a policy in
which the monthly benefit is
$1,500, the annual premium would
be $270, Mr. Phillips said. .

Lawyer blasts
insurance firms

WASHINGTON The new pres-
ident of the Assn. ofTrial Lawyers
of America accuses the insurance

industry of creating an "elaborate
game plan" aimed at deceiving the
public in the name of tort reform.

Michael Colley, ATLA president,
toldalegalseminarherethatinsur-
ers have peddled contrived cases
and "horror stories" with the de-

ception of the public as the ulti-
mate objective. •

The people who know
how to handle it in

MIAMI
are

D. R. MEAD & COMPANY

1900 Biscayne Boulevard

576-1101
SEE OUR AD ON PAGE 8
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Symphony's
insurance

h its the note
By KATHRYN J. McINTYRE

CHICAGO-When the Chicago
Symphony Orchestra goes on a
world-wind tour, a complete insur-
ance package accompanies the 110
members and eight administrators
to prevent a melodious trip from
ringing sour.

Leonard Smith, controller of the
Orchestral Assn. here, observes
that "tours in this country are no
trouble" under the association's
insurance program arranged by
Marsh & MeLennan and nicking
2% ofthe symphony's budget. Sim-
ilarly, Mr. Smith doesn't detect
any problems with securing the
needed insurance for an overseas
tour.

Still, it took M&M's Bill Kearney
about four hours spread over three
weeks to assemble a' complete in-
surance program for the recent
seven-country tour of Europe by
the renowned orchestra. At risk
were not only 160 trunks full ofin-
struments, performance clothing
and music, but also the cash car-
ried for the trip, the personal lug-
gage ofthe orchestra members, the
members' health and some duty
charges, Mr. Kearney explained.

The orchestra's equipment, val-
ued in the millions of dollars, is
covered by Fireman's Fund Insur-
ance Cos. for a premium approx-
imating $24,000. An equipment
floater for the overseas tour was
provided.

Already in charge of the melody
of the insurance score, Fireman's
Fund-the world's largest enter-
tainment risk insurer-also picked
up the crime policy. Mr. Kearney
admitted that the crime policy,
needed to cover the $44,000 incash
in seven different currencies car-
ried to cover the per diem ex-
penses of the orchestra members,
would have been "kind of tough"
to play solo. But the money was
securely sealed ina portable vault
and the crime insurance policy
premium was only $60.

Insurance on the personal bag-
gage of the traveling troup was un-
derwritten by Continental Casu-
alty. But this type of insurance is
available only as part of a package
policy that also provides death, ac-
cident and sickness benefits. sup-
plementing the group's workers
compensation and medical pro-
grams. The standard $30 premium
on an individual was increased by
$7 for protection of a spouse or
children also on the trip. •

*
The people who know

how to handle it in

SAN FRANCISCO
are

CLIFTON & COMPANY

Three Embarcadero Center

Suite 1700/434-1500
SEE OUR AD ON PAGE 8
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Woody Allen quips that his latest
movie will be presented i n part
by Fireman's Fund.

Movie may turn insurer red
NEWYORK-ShootingaWoody

Allen movie in black and white is
developing risks of a different
color for United Artists and its
insurance company, Fireman's
Fund.

The movie, a new romantic com-
edytentativelytitled"Manhattan,"
is encountering extensive reshoot-
ing because New York movie labs
are unable to process ordinary
black-and-white film.

Executive producer Bob Green-
hut said he estimates he'll be sub-

mitting a $140,000 extra expense
claim as a result of the problems
he's run into.

"Normally you run into one
problem on a picture," he told
Business Insurance. "Itt seems
we're averaging one problem a
week with the development of the
film.

There was only one laboratory in

special risks
New York City which would agree
to process the Woody Allen film on
a daily basis. Processing black-and-
white film "seems to be a lost art,"
Mr. Greenhut complained. The
veteran producer of 25 films en-
countered similiar problems on
"Lenny," his last black-and-white
film.

Although the insurance money
will help, it won't solve all Mr.
Greenhut's problems. In some
cases spoiled scenes were sim-
ply dropped and elsewhere
other takes were substituted for
the lost shots.

The $4.83 million film produced
in association with Mr. Greenhut's
Rollins & Joffe is insured for

"monetary losses for which the
production company can't bud-
get," said Edward E. Hamby, assis-
tant vp at Fireman's Fund.

United Artists has a portfolio
contract with Fireman's Fund
written through the Albert G. Ru-
ben Co. Inc. of Los Angeles, bro-
kers for most of the entertainment
industry. Individual films are in-
sured according to the amount
budgeted for them and the expo-
sures, Mr. Hamby said.

In the case of "Manhattan,"
Fireman's Fund claims personnel
are currently investigating, the ex-
ecutive continued.

Whatever the cause, Woody Al-
len said the claims "are going to
cost them (Fireman's Fund) alotof
money. We're considering billing
the picture as 'Presented by Rob
lins & Joffe, in association with
Fireman's Fund,' " he quipped. .
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Skateboard parks go bare
-

 or careen toward captives
4

By MARGARET LeROUX
sp«lai risks

Photo: Michael Volker

The image of skateboardiag is so badthat insurers want premiums of
up to 20% ofgate receipts.

NEWARK, Calif.-In the lingo of
skateboarding, ripping is whatyou
do as you're whizzing through the
bowls and snakes, the banks and
serpentine courses, of the concrete
skateboard parks that have sprung
up across the U.S. in the past two
years.

According to the park owners,
ripping is what the insurance in-
dustry is doing to them with ex-
tremely high prices for low limits
of liability coverage.

There is only one insurance conn-
pany, Lincoln Insurance Co., a
subsidiary of the Scottish York In-
surance Co. of Wilmington Del.,

Why should a risk manager

consider the Bellefonte Companies?
Wayne Newman, Vice
President-Corporate
Risks, answers:

Because he'll find a

group of people intent
on developing a posi-
tive long term relation-
ship with him and his
agentorbroker. He'll
work with a corporate
risk department that
will provide a market '
not only thisyear, but
next year, too... and
the year after. And he'll
get sensitive, sensible
handling of primary
insurance programs
involving·Worker's
Comp, General and
Automotive Liability.

The corporate risk
group is located in
Dallas, home office for
Bellefonte's insurance

activities. Bellefonte®

is a top 100 U.S. insurer
and a top 10 reinsurer.

We'd·liketotellyou
more about us; and
we'd like to know more

about you. Write to me
for more information.

Bellefonte Insurance

Company, Twelfth
Floor, Texas American

Bank Building, P.O.
Box 45568, Dallas,
Texas 75245.

The Bellefonte Companies

that will underwrite liability cover-
age for owners of skateboard
parks.

Rather than ante up approxi-
mately 15% to 20% of their gate re-
ceipts for a $500,000 policy, at least
half of the 300 or more parks in the
U.S. are going bare while about 50
of them have formed captives.

"Lincoln is the only game in
town and they've been making
some pretty stiff demands," said
Jim Lewy, head of J.F. Lewy In-
surance of Newport Beach and

agent for the International Skate-
boards Assn. (ISA). The associa-

tion is made up of owners of 200
parks in the U.S. and Europe.

Among Lincoln's requirements
is an irrevocable letter of credit for

the amount of the premium (rang-
ing from $11,376 to $23,626),
"enough to discourage anyone
from starting up a park," said Sally
Anne Miller, executive director of
the ISA.

The Assn. of Skateboard Park

Operators (ASPO) is completing
arrangements for a Bermuda cap-
tive that will provide 30 to 40 parks
with $500,000 liability limits for ap-
proximately $10,000 each. The cap-
tive will be reinsured for $1 million
with annual aggregate stop-loss at
$100,000, according to Al Osterloh,
head of Osterloh & Durham ofVan

Nuys and the man setting up the
captive.

Already in operation is the Vir-
gin Islands captive of the Conti-
nental Skateboard Assn., called
Baron's Mutual Insurance Co. It

provides 18 member parks with
$300,000 to $500,000 limits of liabil-
ity for $8,000 to $25,000, depending
on gross gate receipts.

Baron's is managed in the Virgin
Islands by Lloyd's broker lan Tay-
lor and does not have reinsurance.

"We set this thing up because of
the high cost of insurance," said
Jim Egide, president of the associ-
ationandownerofRainbow Skate-

board Park in Sacramento. "To get
reinsurance, we'd have to come
up with a premium totalling 70%to
80% of our gate receipts."

Some in the skateboard and in-

surance industries consider the

non-reinsured captive 'very
shaky," but Mr. Egide defended

Baron's as a provider of coverage
for parks that do a minimum vol-
ume of business.

"Baron's allows the park that
does $50,000 to $100,000 annually
to have coverage....A lot of
owners have all their money in the
parks; they can't afford the size-
able premiums Lincoln is quot-
ing," he said.

The Baron's captive has been in
existence for a year and recently
lowered premiums 40% based on a
loss experience "of practically
zero," its president said.

Both Baron's and the ASPO cap-
tives have loss control procedures
including inspection by a skate-

Continued on following page

The people who know
how to handle it in

NEW HAMPSHIRE
are

KENDALL INSURANCE, INC.

90 South Main Street

Rochester 03867

332-5800
SEE OUR AD ON PAGE 8
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Don't confuse activity
with resu Its ....
If your current wholesaler is not delivering...
Call us for. . .

• $5 million AD&D on an individual

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

Correspondent at Uoyd's Inndon

OHires in Boston and London

617-367-3234

4ks=i'Dipple 2% 9,ren
1,mled

131 State Street

Poston,.Wassachusetts 02109

Tel=921712

insurance
headache?

Skateboarding...
Continued from preceding page
board professional and require-
ments of safety gear to be worn by
anyone skating in the parks, accord-
ing to Mr. Egide and Mr. Osterloh.

Membership in one of the skate-
board associations is another re-

quirement of both captives. The
ISA. for example, provides mem-
bers with a list of safety factors that
should be taken into consideration

in the design and construction of
parks.

The issue of safety is the crux of
the insurance problems of skate-
board park owners. The sport has
an image of speed, risk and dare-
deviltry. Anyone who's jumped
aside to avoid being run over by a
skateboard speeding down the
sidewalk or taken a spill while try-
ing out wheelies in the driveway
can attest to the dangerous poten-
tial of 2.5 feet of wood and wheels.

At Reed Shaw Stenhouse there's no with vou and your immediate in-
insurance problem too big or too surance needs.
complex. One of the things that dis- Of course, if your particular needs
tinguishes us from many of our com- involve widely varied coverage in
petitors is exactly the ability to deal far flung places, our system also al-
with each client and each problem lows us to coordinate the efforts of
on an individual basis. We've made

experts from around the world and
it a matter of policy to establish to bring their total expertise to bear
a world-wide network of our own

on ycur particular problem. lt's not
offices rather than to rely on cop at all unusual to find Reed Shaw ex-
respondents. And we're similarly perts from Chicago and Boston
committed to a large number of joining forces with our Houston peo-
relatively small offices with a pie tc resolve a client's dilemma.
broad geographic spread. It
would be easier for us to consoli- So, if vou've got an insurance head-
date our facilities in a few major ache don't despair. just take two
insurance centers but it wouldnl aspirh ... and call Reed Shaw
keep us nearly as closely in touch Stenhouse.

REED SHAW STENHOUSE
INTERNATIONAL INSURANCE BROKERS

With offices in Boca Raton. Boston, Chicago, Denver. Ft. Laxletdale, Honolulu. Houston. Kansas City,
Los Angeles, New York. Orlando. Pittsbirgh, Portland. St. Lods. San Francisco, Seattle, Washington.
D.C. and one hundred six other cities around the world.

ip

"It's the injuries suffered on the
streets that we're paying for," the
owner of a Northern California

skateboard park complained.
"When the insurance companies
think of skateboarding, all they
can see is some kid running into a
telephone pole or the side ofa car."

A Lincoln Insurance CO.

spokesman conceded that skate-

board parks "bear the stigma" of
injuries that occur elsewhere.
Based on 140,070 skateboard inju-
ries treated in hospital emergency
rooms in 1977, the Consumer Prod-

uct Safety Commission ranked
skateboards seventh on the list of

hazards published by its National
Injury Information Clearinghouse.

But Lincoln recently re-

evaluated the loss experience of
skateboard parks and decreased
deposit premiums by 35%. The
parks' incurred losses to earned
premiums ratio dropped from
147% in December 1977 to 57% in

June 1978, according to Baird
Smith of Calgaro Insurance

Agency of San Diego, agent for
Lincoln's insured parks in Califor-
nia.

Lincoln operates in California on
a surplus lines basis.

Based on the decrease in losses,
Lincoln lowered its minimum pre-
mium from $20,000 to $11,376 and
included in new policies accident

and medical coverage above any
group medical coverage an injured
skater might carry.

Mr. Smith said improved inci-
dent reporting by park manage-
ment and requirement of safety
equipment-helmets, kneepads,
elbow pads and gloves-have re-
suited in fewer losses.

And despite the dangerous im-
age of skateboarding, there have
been very few major accidents in
skateboard parks to date. "The
largest claim I know of is a major
back injury that we have a substan-
Ual reserve on," Mr. Smith said.

"We're not supposed to credit luck
in the insurance industry, but so
far the skateboard parks have been
very lucky," he added.

"The resiliency of youth," plays
an important part in the low level
of skateboard injuries, the agent
observed. "All the major injuries
I've seen have been incurred by
adults."

The popularity of skateboarding
has spawned companion indus-
tries such as consultants to work

with park owners in the design and
construction of parks that are safe
as well as challenging.

David Snaith, head of Foxfire
Associates, which are southern Cal-
ifornia consultants to the skate-

board industry, noted that "in the

design we try to make sure of
things like keeping the runs from
flowing into each other."

But consultants and extra safety
features are expensive and the skate-
board industry has attracted a lot
of investors on a shoestring.

"Most park owners are quick
buck artists," observed ISA agent
Mr. Lewy, "expecting to get rich
overnight with minimum invest-
ment. They can't afford the $15,000
insurance premium because they
really can't afford the $200,000 for
concrete."

Park owners cause their own in-

surance problems, Mr. Lewy
charged. "They won't provide ac-
curate claims and loss information

or give truthful answers about the
kind of coverage they have."

Despite the efforts of the ISA
and other skateboard associations

to promote the sport as a safe and
healthy leisure activity, the risks
make the parks unattractive to the
insurance industry.

"Let's face it." said ASPO's Mr.

Osterloh, "skateboard parks are ·
not a risk everyone's dying to
write."



TO:  RIMCO. Inc.™
10300 North Central Expressway, Suite 350
Dallas, Texas 75231 · f214, 363-2451

Gentlemen: Please send me the publications I
have checked.

O Specifications for Risk Management Consultaig
Services - At a cost of just $10, this authoritative

booklet will help you obtain professional ass,s-
tance, define the scope of the relationship, aid
you in the evaluation af consultant's proposafs,

.and prevent possible misundeEstandings
O Claims Review & Service Ana>ysis - This all-
inclusiveoutlinewill helpyou reviewyourpresent

insurance carrier's claims handling efficiency.
With it, you can avoid excessive reserves, learn

whether your own organization and insurance
company are handling claims properly, determine

true post-loss costs, venfy your experience mod-
ifiers, certify retrospect,ke and dividend calcula-
tions and establish accountabilityof losses. Worth
many times its small cost of $10 per copy.
O Insurance Buyer's Checklist- Comprehensive
booklets for use in examining corporate insur-
ance portfolios. List every kind of insurance
applicable to your type 01 business, so exposures
and coverage can be reviewed with your insur-
ance agent/broker or client. Allow you to gain
better insight into available alternatives, prepare

specifications and ask for competitive bids. Only
$10 each.

El An Insurance Buyer's Cheddislfor Automobile

Dealers

O An Insurance Buyer's Checklist for Banks

O An insurance Buyer's Checklist for Building Material

Dealers

O An Insurance Buyer's Checklist for Contractors

O An Insurance Buyer's Checklist for Drilling
Contractors

O An Insurance Buyer's Checklist for Equipment Dealers

O An Insurance Buyer's Checklisf for Homebuilders

O An Insurance Buyer's Checklist for Hospitals

O An Insurance Buyets Checklist for insurance

Companies & Agencies

0 An Insurance Buyer's Checklist l'ar Mandfacturers

O An Insurance Buyer's Checklist for Mercantile Risks

O An Insurance Buyer's Checklist tor Oil & Gas

Producers

O An Insurance Buyer's Checklist for Oil Well Servicing
Contractors

Clip and mail.

O An Insurance Buyer's Checklist for Petroleum Products

Distributors

O An Insurance Buyer's Checklist for Prolessionals
O An Insurance Buyer's Checklist for Restaurants

O An Insurance Buyer's Checklist for Savings & Loan
Associations

O An Insurance Buyer's Checklist for Truckers

O Data Processing Insurance Buyer's Checklist
O Governmental Insurance Buyer's Checklist

0 Manual of Insurance Checklists - ideal (or

producers: Includes all 20 insurance buyer's
checklists in special binder. Only $95.00. (Update
service available after first year.)

O RIMCO Risk Report - An authoritative and
informative newsletter which focuses exclusively

on developments of concern to decision-makers
in risk management, loss prevention, risk financ-

ing and employee benefits. Contents are timel>,
easy to understand and written to help maximize
protection while minimizing costs. Regular sec-
tions will include "Marketing Trends" and "Rat-
ings and Coverages" which will provide current
information on rate changes and new coverages

Written and edited by top practitioners in ail
phases of risk management. Three-month trial
guarantee: We will refund the full (not partial)
subscription price atter the first three issues. if
you do not feel the RIMCO Risk Report is a wise

investment. Annual payment of $95.00.
O Manual of Rules, Classifications and interpreta-
tions for Workers' Compensation- Thisdetaited,

cross-referenced manual, prepared by the
RIMCO staff. is a must for any buyer or seller of
insurance„Puts virtually everything you need 10
know at your fingertips. Covers basic rules, clas-
sifications and interpretations for all states except
those with monopolistic funds. Coordinates and
cross-references both numerical and alphabefical

listings. Written in layman's language for insur-
ance professionals and non-professionals alike:
agents, field men, auditors - or buyers. xot only
does it ,nclude information never before com-

bined in a single manual, but RIMCO will mailto
you free 01 charge al! changes in state regulations
as they occur, for the first year after purchase.
Cost of amanual and update service for firstyearis
just $75. After the first year, update servioe can be
renewed for only $75 per year.

0 Rimeexpec.A'M Ins irarcz Specifications -
Detailed documents designea to help insurance
buyers and their agents or brokers: Obtain
broader coverages and/or lower premiums; mea-
sure coverages and services as well as costs;
compare insurance company proposals on an
identical basis; and evaluate alternative methods

of handling risks such as nsurance v:. :elf-
insurance vs. transfer to others. Comprehensive
exhibits provide underwriting information and
specific questions assure informed decisions.
These speci fications are proven by eleven years of
experience and will be indispensable to both the
insurance buyer and producer. Could save your
company thousands of dollars but cost onl¥ $90
each. Special introductory price of $270 for all four.

0 Insurance Specifications for Contractors
0 Insurance Specifications for Manufacturers

0 insurance Specifications for Truckers

0 Governmental Insurance Specifications

0 AH four specifications for the price of three

NOTE: Rimeospees" will be available for other
industries in the near future.

0 Construction Insurance Costs - The definitive

workbook on insurance for contractors. Proven

effective in seminars throughout the United
States. Included are sections on automobile in-

surance, comprehensive general liability, um-

brella coverage, workers compensation, profes-
sional liability, equipment coverage, property

coverages, builders risk. exoerience rating,
claims and funding of risk programs. Complete
with codes, graphs, explana·ory exhib,ts and ta-
bles, computation guides and sample contracts.
Only $35.

O Glossary of Insurance and Risk Manageme,·,1
Terms - Comprehensive dictionary of in:.urance

and reinsurance terminology. Defines over 600
key words and phrases in layman's langauge. Also
includes common initialsand abbreviat·ors. Prar-

tical. Authoritative. Can be used by both produr-
ers and buyers. An important addition to any rik

management library. Only $935.
0 Constructor Magazine Refrints - Reprints ot a
seriesof 20 articles written b¥Williams. Mcintyre
president of RIMCO, for Constructor magazine.
These articles deal in depth· with key aspects or
insurance and risk management in the construc-
tion industry. Available at a charge of 55 Der set.
O Professional Liability: .4 Sldy for Contractors
- Definitive report on contractor design liability
published by AGC. Includes exposure definitions

and suggestions for avoidance, reduction or
elimination; samples of basic policies and en-
dorsements; evaluation of insurance markets and

alternatives; professional liability questionnai-e
for approaching underwriting departments legal
precedents; and master set of standard insurance

policies. Vital for design-build and construction
management firms, but applicable to all contrac-
tors. Only $45.

RIMCO ALSO PRESENTS SPECIALIZED RISK MANAGEMENT SEMINARS IN MANY

INDUSTRIES. FOR MORE INFORMATION, PLEASE CHECK BOX BELOW.

0 Check enclosed. 0 Bill me, adding $3 for postage and handling.
0 Bill my company, adding $3.

Note: Texas residents, add 5% sales tax.
O lam also interested in a risk management seminar.

NAME

COMPANY NAME

ADDRESS

CITY STATF

TITI F

ZIP
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DAVIS, BORLAND & CO.
INSURANCE BROKERS

99 CHURCH ST., N.Y., N.Y. 10007 TEL: (212) 791-2100

Names haven't been changed

$2 million E&0 policy
stands atop 'Backstairs'

By JOANNE GAMLIN

HOLLYWOOD-Early nextyear
NBC-will take viewers "Backstairs

at the White House" through the
story of a mother and daughter
who served as maids to presiden-
tial families for over 50 years.

Backstairs at the production set
the story is insurance brokered by
Marsh & MeLennan and under-

written by entertainment special-
ist Fireman's Fund Insurance Co.

The eight-part special is about
the private lives ofpresidents from
William Howard Taft to Dwight
Eisenhower. It is based on the

Rehabilitation saves

you claims dollars by
opening up ways to close
a case faster. Six:hort weeks

At International Rehabilita-

tion Associates, known as IRA,

we've learned from our experi-
ence with more than 700 accounts

that an injured worker usually
wants to return to work. It's our

task to make that as easy as possi-
ble for the worker, his or her fam-

ily and also the employer. But
we've also learned that rehabilita-

tion is a complex process involv-
ing many factors. By taking them
all into account, we can open up
ways to close a case faster.

IRA rehabilitation involves

what we call the "whole person."
We consider not only medical re-
quirements, but motivational, so-
cial and financial needs as well.

We are often able to encourage a
supportive attitude by the claim-
ant's family and relatives, which

0

can hasten the return to work.

In the vital area of job place-
ment, we always try to return
workers to their original jobs.
When that is not possible, an IRA
job analysis can sometimes dis-
cover ways to alter a job slightly
so as to make it feasible for the in-

jured worker. Otherwise, we help
find a new job that makes full use
of what an injured worker can do.

One reason for using IRA re-
habilitation to close a case as

quickly as possible is a simple rec-
ognition of human nature. An in-
jured worker's basic desire to get
back to work can sometimes

slacken over a period of time. The
other reason is, of course, that a

significant amount of money can
be saved for the insurance com-

pany or self-insured.

iifr

4

Wayne S., a 29-year-old assem-
bly line worker had been a paraple-
gic for 14 months, as a result of an
automobile accident, when his case

was referred to IRA. An IRA reha-

bilitation specialist found that
Wayne wanted to return to work
and that his previous job could be
done in a sitting position, except for
the need to pick up parts across the
plant floor. IRA convinced his em-
ployer to have another worker re-
plenish the parts twice a day.
Wayne went back to work, full
time, just six weeks after the initial
inrervie·*, saving the insurance car-
rier over 5100,000.

We'd like to prove we can save
money for you. Our estimates show
approximately $10 in claims saving
for every $1 spent on rehabilitation.
For more information, write: Hugh
Richbourg, Ass't V.P., International
Rehabilitation Associates, 985 Old

Eagle School Rd., Wayne, PA 19087.
Tel: (215) 563-3346.

 international
rehabilitation

associates inc.
n Canada: rehabilitation

serv'ces of canada

r\

special risks
story of Lillian Rogers Parks and
her mother, Maggie Rogers, which
Mrs. Parks recounted in a 1961

book.

To ensure good ratings, "Back-
stairs" boasts a star studded cast in-

cluding Leslie Uggams as Mrs.
Parks and Olivia Cole as her

mother, as well as household
names like William Conrad, Julie
Harris, Celeste Holm, Robert

Vaughn, Cloris Leachman, Lou
Gossett, Barry Sullivan and Paul
Winfield.

To insure a successful shooting,
the producers took out a $5 million
cast policy to cover 15 performers
for accidents or illness, says pro-
duction manager Max Stein.

"Because of the size of the cast,
there are 15 actors/actresses being
covered compared to five or six

performers who are insured under
a typical cast policy," he told Busi-
ness Insurance.

Mr. Stein's desk features a sign
emblazoned with the famous

Harry Truman motto "The Buck
Stops Here." As one might expect,
it served as a prop in scenes involving
the plain-spoken president.

"Backstairs at the White House"

took out a $1 million policy to pro-
tect the props, set and wardrobe.
The $400,000 set contained a large
number of rented antiques discov-
ered during a four-month search
by the show's staff.

A $1 million extra expense cov-
erage protects against incidents
that lead to a production shutdown
and a $1 million third-party prop-
erty coverage covers accidents
such as one car hitting another.

Errors and omissions coverage
is an integral element of the

company's program considering
the sensitive nature of the pro-
gram. Jacqueline Kennedy was so
disturbed when Mrs. Parks' book

was published in 1961 that Mrs.
Kennedy required all White House
employes to sign a pledge they
would never write memoirs, a

pledge later ruled illegal by the
courts.

"We spent a lot of time clearing
the names used in the script," Mr.
Stein explained. The E&0 cover-
age has a $1 million primary and a
$1 million excess layer to cover li-
bel, plagiarism and misuse of the

names of real people.
All the policies are insured by

Fireman's Fund with low deducti-
bles. Mr. Stein wouldn't reveal the

cost of the coverage, but said he
and producer· Ed Friendly were
happy with the cost and the star
performance of M&M account ex-
ecutive David Stebbins.

Marsh & McLennan dealt with

Albert G. Ruben, now a part of
Alexander & Alexander, because
Ruben is the exclusive worldwide

agentofFireman'sFundentertain-
ment insurance.

"Backstairs," filmed during an
intense production schedule

which began last year and filled 61
of 71 possible shooting days during
the next three months, was

directed by Michael O'Herlihy,
Gwen Bagni and Paul Dubov. Mr.
Friendly characterized the series
as a "behind-the-scenes story of
the permanent residents, the ser-
vants, the views ofthe first families
that molded our history during 52
tumultuous years."

Mr. Friendly's most recent pro-
duction was "PeterLundy and The
Medicine Hat Stallion.4 .



happy rides for 8 underwriters
By ELLIS SIMON

NEW YORK-Amusement park
underwriters do not expect a high-
speed roller coaster to come crash-
ing to the ground, killing 50 people,
but there are enough incidents of
lesser magnitude to make amuse-
ment park liability a tough ride.

Frequency, rather than severity,
represents the greatest casualty
exposure for amusement parks,
agree underwriters, managing gen-
eral agents and risk managers. Of-
ten incidents involve a small child
tripping on the grounds and com-
pensation is made on the spot in
the form of an afternoon of free

rides, said Ken Olson, underwrit-
ing manager in CNA's Kansas City
branch.

However, a large number of
small claims requiring insurance
company settlement could quickly
eat up any underwriting profits. For
instance, any insurer handling 1,000
broken leg claims in a year would
not only pay out from $3,000 to
$10,000 per claim, but would face
higher claims administration costs
than for a catastrophic loss, said
Sal Nociforo, assistant vp for Na-
tional Union/American Home.

More severe incidents do occur.
Three persons died this summer
when a cable car derailed at Six
Flags over Missouri. However, in a
great number of fatalities, "there's
only so much that carnivals and
amusement parks can do to pre-
vent them," said William Brecht,
senior vp at Empire Fire & Marine
Insurance Co. of Omaha.

There is often contributory neg-
ligence in these terrible accidents,
he said, giving the example of a
person who rocks a ferris wheel
chair, causing it to come loose. "If
people followed what the signs
said, we'd have fewer accidents,"
he observed.

However, Mr. Brecht added that
if the courts find "the slightest bit
of neglignece by the parks, we're
going to get hit." Further, it is diffi-
cult to pass liability on to a manu-
facturer because they often are un-
able to obtain insurance or are for-
eign manufacturers, he said.

Safety, maintenance and atti-
tude of park management are the
most important factors in under-
writing amusement risks. "A poor
operator is a bad insurance risk,"
said CNA's Mr. Olson.

Constant loss control and servic-
ing is a large part of the secret of
successful amusement park under-
writing, he said. CNA inspects
over-the-road shows several times
a year, looking for life, health and
safety code violations and moni-
toring set-up techniques.

"Most operators we stay with are
cooperative and the ones who
don't take our recommendations
don't stay with us very long,"
added Mr. Olson.

National Union's Mr. Nociforo
cited the quality of help as another
safety factor in judging over-the-
road shows. While some operators
retain full-time set-up personnel
who travel with the carnivals,
others often "go into a town and
use local kids," he said.

Mr. Nociforo added that Na-
tional Union makes an engineering
inspection of amusement risks
prior to or at the time it receives a
retainer.

Corporate insurance buyers also
stressed the importance of safety
and maintenanceinan amusement
park risk management program.
Insurance officials at Cedar Point
(Ohio), Knotts Berry Farm (Califor-
nia) and Marriott Corp., which op-
--+88 thi GrBAt America theme

special risks
parks, stressed the importance of
daily ride inspections and sound
ride maintenance programs.

Despite this attention to safety,
amusement parks have not been
moneymakers for casualty un-
derwriters. "With investment in-
come, it's a breakeven proposi-
tion," said Empire Fire's Mr.
Brecht.

Only National Union has en-
joyed profitability in writing
amusement park liability,accord-
ing to Charles A. Bingham, presi-
dent of Amusement Business Un-

derwriters, the managing general
agency that is the AIG unit's exclu-
sive producer.

However, National Union's prof-
itability results partly from higher
rates than its competitors, which
Mr. Bingham said the insurer is
able to charge because of its repu-
tation as a quality company.

Approximately eight insurers
write liability coverage for amuse-
ment parks and carnivals in the
United States. National Union,
Empire Fire & Marine, CNA and
Firemen's Fund are considered the
leading frms.

For the most part, the insurers
have exclusive contracts with

VI.V-#I

r

Two riders await rescue after an accident at Six Flags near St. Louis
resulted in the death of three persons.·

Photo: Wide World

managing general agents for the with Amusement Business Under-

amusement business. In addition, writers, CNA gets its business ex-
to National Union's relationship Continued on following page
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Parks ...
Continued from preceding page
clusively through Haas, Wilkerson
and Woberg of Kansas City while
Mendel Kaliff ofSan Antonio is ex-

elusive producer for Empire Fire &
Marine.

Casualty rates have increased in
recent years and some underwrit-
ers feel increases are likely to con-
tinue. Over the past five years,
rates have increased a minimum

of 50% and in some cases have

doubled, said Mr. Bingham. Mr.
Brecht said the average increase
since 1974 has been 40%.

Moreextremehasbeentheexpe-
rience of Cedar Point, which saw
liability rates almost double in

three years, according to assistant
treasurer Jim Batley. However,
Mr. Nociforo said the large theme
parks generally have had good ex-
perience and enjoy more competi-
tive markets than the smaller

parks and traveling carnivals.
Not only are carnivals generally

paying a greater part of their in-
come for liability insurance, they
do not enjoy the profits that allow

fixed amusement parks to plow
money back into improving safety,
noted Mr. Brecht. In addition they

are under increasing pressure from
the states to meet stricter stan-

dards.

Amusement parks operating un-
tried rides also face more difficulty
with casualty insurance programs.
"It is difficult to talk underwriters

into writing unproven rides.
They'll take a longer look at them
than they do the average run-of-
the-mill ride," said Mr. Bingham.

Marriott Corp. uses rides that
have been tried elsewhere because

of this, said insurance analyst Ron
Summerville.

Property insurance markets for
amusement parks are more com-
petitive than casualty insurance.
Mr. Summerville reported prop-
erty rates for his firm's two amuse-
ment parks are in line with the
rates paid for coverage on Marriott's

hotel properties.
Guy Teeter, director of adminis-

tration for Knotts Berry Farm, said
markets were tighter last year than
this year, but he has always been
able to discover a market.

Amusement park insurance
managers must be concerned with

large property values. The largest
rides cost as much as $4 million. At

Cedar Point, Mr. Batley's concerns
include 56 rides, 50 restaurants, 40

gift shops, 16 live entertainment
acts and an African Jungle Safari
with live lions and tigers.

Since Cedar Point is located on a

peninsula jutting into Lake Erie, it

The people who know
how to handle it in

ST. LOUIS
are

THE DANIEL AND HENRY CO.

10 Broadway
421-1525

SEE OUR AD ON PAGE 8

1
1

has considerable exposure to
windstorms. A roller coaster was

built at a spot where several years
earlier a tornado touched down.

High winds occasionally force
closing of several thrill rides.

Cedar Point also operates a ferry-
boat connecting the amusement
center with Sandusky, Ohio, and it
insures rides in transit from manu-
facturers or en route to rehabilita-

tion.

Antiques, such as steam locomo-
tives and 19th Century carousels
add to the property woes of the
amusement park risk manager.
Knotts Berry Farm carries boiler
and machinery coverage for its
narrow gauge railroad, but Mr.
Teeter said a locomotive would be

difficult to replace because few
narrow gauge steam engines are in
existence.

He added that Knotts Berry
Farm's carousel is isolated from

other buildings to reduce exposure
to fire loss. I

1
1
1
L

Product liability isn't a thrill
WICHITA, Kan.-Chance Manufacturing

of Wichita, Kan., is one of the largest manu-
facturers of amusement park rides in the
United States. Since 1974 it has not been able

to find product liability insurance at any
price.

The Chance firm is not alone. Liability in-

surance prices have "gotten out of sight,"
according to William L. MacMillan Jr., exec-
utive director of the American Recreational

Equipment Assn. Some manufacturers still
have coverage, but may have "cut insurance
right off," he said.

"What would you do if premiums ex-
ceeded your profits?" he asked.

As a result, liability insurers for carnivals
and fixed amusement parks often wind up
picking up the tab in cases where product
safety has been an issue, said William
Brecht, senior vp at Empire Fire & Marine
Insurance Co. This is common where rides

have been manufactured overseas and

brought into this country by a small distribu-
tor, he added.

The ride manufacturers are mostly small
and medium firms and few in number.

Chance, for instance, has annual sales of be-
tween $6 million and $7 million. As a result,
there is neither the financial strength nor
premium volume to justify a group captive,
said Mr. MacMillan.

According to Harold Chance, chairman of
the firm, ride manufacturers are brought
into the case in almost every ride accident,
but are rarely ordered to make a settlement.
A large judgment against an uninsured ride
manufacturer could force a plant to close,
but neither Mr. Chance nor Mr. MacMillan

are aware of any firm that has suffered this.
"If it happens, I guess you have to give

them the key to your place," added Mr.
Chance.

There's a big difference between Hartford Steam
Boiler Inspection and Insurance and any other com-
pany in the boiler and machinery insurance field.

That difference is our exclusive Risk Manage-
ment Services Program. It's different primarily
because of the way it's designed. You see, we tailor
the service to the client rather than fit the client to the
service. This way we can better respond to a
company's growing needs and demands.

The program's overall objective is to increase
plant reliability; especially where boiler, pressure
vessel, pump, compressor, turbine motor, air condi-
tioning or other mechanical or electrical equipment
is concerned. When diligently applied, this program
can help reduce the frequency and severity of acci-
dents, and thereby provide more value for your
premium dollan

One reason it has already proven to be most
successfulin the industry is that we are uniquely
qualified to help manage risks better. After all, we
specialize exclusively in boiler and machinery
insurance. Of course other companies are in the field,
but not as aspecialjst. It's this very exclusivity that has
helped make us the leader in the business today

After you've reviewed the Risk Management
Services on the following pages, select those that are
of most interest to your company and mail the order
blank below.

Please send me information concerning the following services:
G Quarterly engineering

publication,
"The Locomotive"

El Boiler log programs and
start-up checklists

3 Boiler and machinery
cold weather freeze-up
prevention plan

El Flood recovery
action plan

El Air conditioning and
refrigeration logs and
start-up checklists

Il Energy conservation
checklist

G Pre-emergency plan and
recovery, "PREPARE"
(Locomotive issue only)

El Quick reference guide to
ASME boiler and pres-
sure vessel code

Nom B

Tltle

Company

Adc rpgR

City

State Zip

Mail to: Customer Services Department, Hartford Steam Boiler Inspection and Insurance
56 Prospect Street, Hartford, CT 06102
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Livestock insurers need more than iust horse sense
By REBECCA A. FANNIN

NEW YORK-Life insurance for
an animal? Fertility coverage to
guarantee that valuable horses and
cattle give birth to healthy off-
spring? A berserk insurance clause
to cover an animal's death in the
event it goes crazy while in trans-
port? Sound bizarre?

1 It's serious business for live-
stock owners who invest thou-
sands of dollars into animals to
make profits from breeding, racing
and shows.

Raising livestock is no hobby.
Investments are large and risks are
great. A Triple Crown winner like
Seattle Slew is valued at $12 mil-
lion. Easy Jet, a stallion that can
breed 300 mares a year through ar-

: tificial insemination, is worth $15
million.

Protection of high-valued ani-

mals is a gamble. Livestock are
more prone to odd and unpredict-
able accidents and losses than are
more normal capital investments
in buildings and equipment.

The unimaginable loss is com-
monplace. For example:
• A group of cattle smothered

when their nostrils and throats
were clogged up by a barrage of
mosquitoes that had been pushed
inland by freakish weather.

. A standard bred horse valued
at $1 million broke a bone in his
foot at the most prestigious trot-
ting horse race and later failed to
pass a test for fertility. A claim of
$800,000 was paid for loss of the
horse's services in breeding.

. A load of cattle was squeezed
too tightly into a truck after being
transported to Hungary to raise the
quality of that country's livestock.

Pigs, birds just don't rate
NEW YORK-Livestock underwriters never know what

kind of animals they'll be asked to insure next.
Every animal from spiders orrabbits used forreasearchto

trained bats used in horror movies have been insured. Even
a pair of trained dolphins who perform at Sea World in San
Diego have been insured for loss of income to the zoo if one
or both of the animals should die.

But the underwriters know what they won't insure. Pigs
are on the underwriters black list. Pig insurance is risky
because the animals tend to over-exert themselves, get ul-
cers and get fat.

The Rhulen livestock agency found out that placing in-
surance on wild bird shipments is a no-no. The agency had a
loss on every shipment of birds from their tropical climate
into the U.S.

Two Herefords pushed the sides caped and had to be shot. Mean-
out ofthe truck while it was still on while, the airfield was shut down
the airfield and several animals es- for four hours. Several planes cir-

Another Risk Management Service from Hartford Steam Boiler Inspection and Insurance

This free booklet
canhelp prevent
you i romhawmg

frozen assets
this winter.

If the coming winter is any-
thing like last year, then you'll
want to know what to do in
your plant before a cold-
weather freeze-up.

Hartford Steam Boiler has a
free, freeze-up prevention
plan for your boilers and
machinery that could save
you a lot of cold cash. It's in
our fall issue of "The Locomo-
tive." It details step-by-step
procedures for preventing
cold weather freeze-up of
piping, heat exchangers,
boilers, air conditioning and
refrigeration, air systems,
pressure vessel and mechan-
ical equipment.

Our plan provides a con-
venient way for your key
plant personnel to educate
equipment operators and
other employees concerning
adequate, early cold weather
precautions and emergency
priorities.

For example, in a major
freeze-up, should an equip-
ment operator first drain and
then blow out all the moisture
from the diaphragm on a
$200,000 compressor? Or
would his time be better spent
servicing boiler water lines?
The answers could scrve you
big dollars.

This freeze-up prevention
plan, designed and tested by
our national staff of over 900
inspectors and engineers, is
now being routinely distrib-
uted to our insureds. It pro-
vides yet another building
block for creation and mainte-
nance of an eHective in-house
risk management program.

I For your free copy, simply fill
out and send us the coupon.

I want the cold facts about
saving cold cash on my boil-
ers and machinery. Please
send me a free copy of "The
Locomotive" concerning
freeze-up prevention.
Nmne

Tine

Cty -blaak.
Statn 0/-- Zip
Send coupon to:

EouirFORD
trEAmBOUR
ImpECTIONAND
Di./UOE"
56 Prospect St., Hartford, Conn.06102
We help more risk managers
manage risks better.

special risks
cled in the meantime, including
one with the ready-to-perform
Budapest Symphony Orchestra on
board.

. Cattle in transport to another
country for breeding have con-
tacted hoof and mouth disease and
were destroyed. The average loss
of each cattle was approximately
$1,000.

Few insurers or brokers are will-
ing to deal with such bizarre risks.
Those few who are willing know
animals as well as they know insur-
ance.

The domestic livestock insur-
ance group is replete with special-
ized names: American Life Stock
Insurance CO., Frelinghuysen
Livestock Managers Inc. and the
Rhulen Agency Inc. Better-known
insurers who underwrite livestock
risks are The Hartford Insurance
Group, Fireman's Fund Insurance
Co. and three of the American In-
ternational Group companies.

National broker Johnson & Hig-
gins is heavily involved in live-
stock risks, having placed insur-
ance for Secretariat and Riva
Ridge, both Triple Crown winners.

Most of the domestic insurance
companies, however, transfer the
bulk of risks to Lloyd' s of Lon-
don through reinsurance arrange-
ments.

The only known underwriters
that accept a larger percentage ofa
risk rather than fronting it are
American Life Stock, the Hartford
and Fireman's Fund. Specialized
livestock insurers said Fireman's
Fund role in livestock underwrit-
ing is minimal.

Frank Harding, president of
American Life Stock in Geneva,
Ill., said his company accepts 70%
of the total risks in-house and rein-
sures approximately one-third of
its total volume. American Life
Stock accepts most of its business
through its own agency, Harding &
Harding.

A large percentage of business
placed in the three AIG com-
panies-American Home Assur-
ance Co., Birmingham Fire In-
surance Co. and Commerce and In-
dustry Insurance Co.-"winds up
in London," according to Walter
Rhulen, president of the Rhulen
Agency that places business in
AIG.

Three other domestic insurance
companies, _Central National In-
surance Co., Monarch Insurance

Continued on following page
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Animals .
Continued from preceding page
Co. and Victoria Insurance Co.,
also reinsure a "good piece of the
business in London," said A.D.
Vita, president of Frelinghuy-
sen Underwriting Managers. Fre-
linghuysen is underwriting man-
ager for these three companies.

Insurance rates for animals are

pre-determined according to the
age of the animals and its use.

For a horse racing over hurdles,
rates are $9 for every $100 of value.
The rate for a hunter/jumper horse
would approximate $5.50 per $100.
Rates drop to $4.50 for a breeding
horse and approximately $4 for a
pleasure horse.

Using age as a variable, an
animal's insurance rate is highest
when youngest. For instance, $6 is
the rate for a foal 24 hours to 7 days
of age. That rate would steadily
drop by weeks and then by months
until it reaches a $4.50 rate at 90
days of age.

Insurance rates for calves are ad-

justed even steeper when the ani-
mals are young since their risk is
higher than for foals.

Insurance policies for animals
are tailored to the unique risks.
Many livestock owners, however,
prefer not to purchase insurance
unless their animals are particu-
larly valuable.

Full mortality insurance is the
best-known to those livestock

owners who purchase insurance.
This coverage is similar to a life in-
surance policy. It indemnifies the
owner when an animal dies either

from accidental or natural causes.

A named-peril policy that covers
death resulting from fire, lightning
and windstorm is normally pur-
chased by owners of stables and
feedlots.

Another modification of the

mortality coverage used com-
monly for horses covers euthana-
sia if necessary from fractures or
insufficient medical treatment.

More unusual are in-utero poli-
cies, which indemnify an ownerifa
mare should abort or if no fetus is

produced. This type of policy is

popular among purchasers of
mares in foal to high-priced stal-
lions since the new owner has
based his purchase price on both
the mare and its foal.

Guaranteeing a stallion's fertility

is a popular policy when an owner
sells the horse to a syndicate. The
owner is at risk until three vet-

erinarians examine the horse's fer-

tility and guarantee that the horse
is an acceptable breeder. After the
test, all risk of later infertility is
passed on to the syndicate mem-
bers.

*
The people who know

how to handle it in

CINCINNATI
are

KREIDLER-SHELL, INC.

250 Central Trust Building
381-0500
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Affirmed (center) heads for Derby firsh line.

Affirmed kept brokers running
NEW YORK-While Triple Crown

champion Affirmed was winninghorse
races this spring, an insurance broker,
agent and underwriting manager were
scrambling to keep the horse's insur-
ance equal to its climbing value.

Affirmed's insurance coverage bal-
looned from a $1 million limit at the
beginning of the year to $6 million by
late spring.

The Triple Crown winner's insurance
placement was not typical of other
placement for racing horses, whose en-
tire insurance is normally placed by
one broker into Lloyd's.

Affirmed's insurance was placed in
chunks of $1 million and the place-
ments were rotated among three par-
ties.

The first order of insurance for $1
million was presented by a New York
broker to Frelinghuysen Underwriting

Managers. The placements then rota-
ted from a Kentucky agent who placed
the second million, back to Frelinghuy-
sen for the third million and again to
Kentucky for the fourth million.

The final $2 million of insurance was
placed directly by the New York bro-
ker.

Affirmed's insurance was widely
spread, mostly among Lloyd's insurers
who generally acceptless than $500,000
of a horse liability risk. The placements
by both the Kentucky agent and the

.New York broker were placed directly
into Lloyd's.

Frelinghuysen, who accepted a $2
million piece of Affirmed's insurance,
insured $500,000 of the risk through a
binding agreement. Theremaining$1.5
million was presented to a Lloyd's bro-
ker for placement in Lloyd's and other
companies. •

Another Risk Mdnagement Service from Hartford Steam Boiler Inspection and Insurance

There's onlybeen
one action plan

for flood recovery
better than ours.

Hartford Steam Boiler

has a plan to help bdil
out your power equip-
ment from the ravages of
spring flooding. It's our
Action Plan for Flood

Recovery: The plan 
details s: ep-by-step pro-
cedures and techniques
for the rehabilitation of

flood inundated pres-
sure, mechanicol, and
electrical equipment:
And it's yours free. i

Ourplan alerts your
plant personnel to the
many unseen hczards of
a flood, which can lead
to severe damage to
power equipment after
1 he flood waters .ecede.

t

In fact, accidental dam-
age on start-up can be
more acute and have

worse repercussions
than that from the origi-
nalinundation.

This recovery plan,
time-tried and flood-

tested by 6ur national
staff of over 900 inspec-
tors and engineers, has
already been distributed
to our insureds. But you,
too, can obtain a free
copy by simply filling out
the coupon.

Bail me out. Please send a

free copy of yourAction-Efan
for Flood Recovery.

Mail to: Action Plan for Flood UL* 1
Recovery; Hartford Steam fIlli'k
Boiler Inspection and Eri....im
Insurance. 8,64=15;1=

Name

TitleCom
AddrARR  - d
City

Strite

Send co
2EES>

HARTFORD
STEAM BOILER
INSPECTION AND
INSURANCE
56 Prospect Street, Hartford,CT 06102

We help more risk managers
mcmage risks better.
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Slopes, trampolines

Rec reation boom exercises some falls for cities
By MARY ELLEN McKEE

CHICAGO-Most municipal

risk managers agree on one point:
The booming increase in recrea-
tional facilities-baseball parks,
soccer fields, tennis courts-
popping up across the nation has
caused no significant increase in
the number of liability claims.

Does this mean that risk man-

agers live a headache-free work
week? Not quite. One risk
manager's nightmare is another
man's dream.

Robert M. Bieber is troubled by
the use of toboggans on county-
owned property. "We've put up

large signs warning participants
about the dangers of tobogganing.
We've done everything short of

putting up high fences around
these areas-a possibility we've
not entirely ruled out," said the
risk manager for the county of
Westchester in New York.

What Mr. Bieber has done to

remedy the situation is limit the
number of people that can use
these areas. Now only members of
a club which has a contract includ-

ing an indemnification clause cov-
ering any member under the club
insurance can use the areas.

A thorn in the side of the risk

manager for Charlotte, N.C., is the
trampoline. Jim Spivey's jurisdic-
tion experienced an unusual
amount of claims due to accidents

on the trampoline this fall.
"A risk manager has two alterna-

special risks
tives when trying to correct a prob-
lem. He can totally avoid anything
that is harmful which is a useful

technique, to a point," said Mr. Spi-
vey. However, it does not enable
the principals to do whatthey want
to do which is something Mr. Spi-
vey believes is the responsibility of
a risk manager.

According to Mr. Spivey, strin-
gent safety measures are the key to
cutting rising liability claims
caused by trampoline injuries.
"You must first realize that young

people actively engaged are going
to get hurt. What we have to do is
minimize the chances and the ex-

tent of the injury," said the risk
manager for Charlotte.

Training is one way to do this.
Mr. Spivey meets with someone
actively involved in the sport in
question. They discuss the nature
of the sport and some of the worst
things that could happen when en-
gaging in the sport. Rules are then
set up to avoid these situations and
are immediately given to partici-
pants and supervisors.

Dr. J. P. Robitaille, the new su-
perintendent for the Albuquerque
school system, would probably
take issue with Mr. Spivey on this
point. The Albuquerque schools
have banned the use of trampo-
lines on the grounds that they are
"a weak instructional piece of

Another Risk Management Service from Hartford Steam Boiler Inspection and Insurance

Once every 3 months,
find outifyour risk

management program
isontherighttrack.

For over 109 years, the
insureds of Hartford

Steam Boiler have re-

ceived our quarterly engi-
neering publication, Free.The Locomotive.

Through it, we have ness and industry avoid
shared our technical ex- needless waste of re-

pertise that has made us sources and energy:
the specialist and leader As part of this ongoing
in electrical, mechanical, program, recent issues of
and pressure equipment The Locomotive have
insurance. That means been devoted to specific
we've had more experi- areas of risk reduction,
ence in risk management for example: Avoiding
and loss control for that Air Conditioning Failures
kind of equipment than at Start Up, Flood Re-

any other insurance covery- An Action Plan,"
company "The Case for Disman-

.."

Furthermore, we firmly tled Inspections, Trans-
believe that being the formers-What Price

leader carries with it an Reliability?" And many;
obligation to use our vast many more.
experience to help busi- The Locomotive with

See order blank.

its timely and valuable
input is offered free to all
risk managers and key
plant personnel. We be-
lieve you will discover
that The Locomotive can

be effective in helping
you maintain your risk
management program.
Simply write us on your
letterhead stationery and
tell us to whom you
would like a free copy of
The Locomotive sent

quarterly

HARTFORD
STEAM BOILER
INSPECTION AND
INSURANCE
56 Prospect Street, Hartford,CT 06102

We help more risk managers
manage risks better.

equipment, " according to the su-
perintendent.

Trampolines interject an uncon-
trollable force on the individualin-

volved in the activity, he believes.
Since control is taken out of the

hands of the individual, Mr. Robi-

taille banned the trampolines say-
ing that the potential hazards out-
weigh the constructive uses.

Robert Walters, risk manager of
the County of San Diego and Jo-
seph Gaidys, risk manager for
King County (Seattle), see "new
fangled"playgroundequipmentas
a vulnerable area for increased
claims.

Mr. Gaidys has countered that
problem by lowering slides and

monkey bars to five feet."This way
you lower the hazards and yet still

keep the children occupied," he
said.

Lately, Mr. Walters has been

spending many of his off-work
hours going into the neighborhood
parks encouraging people to steer
away from fantastic equipment on

the playgrounds. "Most of the par-
ents of the children using these fa-
cilities grew up with swings and

slides. They expect their children
to occasionally get hurt on the old

standards. It is the rocket ship
variety of equipment, with its
seemingly complex construction,
that leads parents to blame the
equipment for injuries incurred by
their children," said the King
County risk manager.

No matter what particular prob-

lem a risk manager may experi-
ence, says Mr. Walters, affecting at-
titude changes on the community
level is essential. .

Senate confirms
new OPIC chief

WASHINGTON-The Senate

this month confirmed J. Bruce Lle-

wellyn as president ofthe Overseas
Private Investment Corp. (OPIC).

Mr. Llewellyn has been deputy
commissioner of the New York

City housing and development ad-
ministration. He operates a $40
million food store chain, which is
the largest black-run retail busi-
ness in the country.

Mr. Llewellyn had been asked by
the Carter Administration to as-

sume the OPIC presidency in July
1977. But several weeks later, eight
of his 16 stores were looted during
the New York power failure so Mr.
Llewellyn was unable to join
OPIC then. •

*
The people who know

how to handle it in

TOLEDO
are

PICTON-CAVANAUGH, INC.

Libbey-Owens-Ford Building
241-8211

SEE OUR AD ON PAGE 8
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Stalking an insurance plan to meet the cat's meo-
SAN FRANCISCO-Lining up

insurance on a business going to
the dogs isn't as bad as it may
sound, if the business is Petaxi
Inc., a special transport, rescue and
sitting service for animals.

Serving the south' San Francisco
area, Petaxi handles 1,200 animals
a year-birds, cats, dogs and
horses-taking them to the vet or
groomer when they need attention,
sending them off from the airport
on exotic journeys, tracking them
down when they've gone astray
and helping them out when
they've landed in trouble.

With such a finicky and unpre-
dictable clientele to care for, Pe-
taxi owner Jay Lee has to consider
business risks ranging from an em-
ploye suffering a gouge at the
sharp claws of a snotty feline to an
innocent bystander falling under
the weight of a rambunctious col-
lie. (Heaven forbid that the likes of

insurance

priority low
NEW YORK-Here's a thought

to give risk managers nightmares.
"A lot of performing . artists

might not have workers compen-
sation or general liability," says
George R. Walden, head ofthe New
York office of Albert G. Ruben.

"Insurance takes such a low prior-
ity."

Unabashedly promoting his ser-
vices, Mr. Walden said, "They
should find someone who can

place it. There really are a lot of
problems and we provide a service
here for the promoter and enter-
tainer."

As the largest broker of enter-
tainment risk insurance and now

part of Alexander & Alexander.
Ruben taps Firemen's Fund often
enough to make it the world's

sp«lai risks
largest entertainment underwriter.

"Not many companies are will-
ing to entertain this business," Mr.
Walden observed, declining to
name his markets. But Fireman's

Fund assistant vp Ed Hamby
proudly acknowledged that his
company holds top billing among
entertainment underwriters, big-
gest in motion pictures and televi-
sion productions, but also playing
the concerts and tours.

In addition to protecting the per-
formers, Ruben places insurance
for 160 concert promoters. .

The people who know
how to handle it in

LOS ANGELES
are

KINDLER & LAUCCI

1545 Wilshire Boulevard

484-0220

SEE OUR AD ON PAGE 8

Morris and Lassie would do such

things.)

Even though customers sign a
release holding harmless the com-
pany and its employes in the event
of the loss, injury or illness of a
pet in Petaxi's care, Mr. Lee has
bought insurance against such an
event should the agreement fail to
hold up.

There's also specialized equip-
ment, used to handle the animals,
that has to be protected against
loss or theft and automobile insur-

ance required on the two vans used
to transport the animals.

St. Paul Fire & Marine Insurance

Co. answered a request from
Marsh & MeLennan last year to
take on Petaxi as an insured. San
Francisco account executive John

J. Laurin this year recommended
that Petaxi increase its operations

\===r

Petaxi brochure

liability to $1 million of combined
single limits protection with a $250
deductible, up from the $300,000 of
insurance purchased by the fled-
gling company last year. Afterall,

the company has been growing
"by leaps and bounds," he ob-
served.

St. Paul also picked up the
workers compensation exposure

for the company's five employes,
charging the kennel workers rate

of $2.90 per $100 of payroll.
Three thousand dollars worth of

equipment, excluding the vehicles
but including cages, hoists, ken-
nels and food, is covered under a

property policy with a $250 deduct-
ible underwritten by St. Paul. Pe-

taxi also boughta $5,000 bond from
Peerless Insurance Co. when it

started working for the city of San
Francisco.

The operations liability, workers
compensation and property insur-
ance plus the bond roll over a
$3,000 insurance bill for Petaxi,
with the operation's liability insur-

Another Risk Management Service from Hartford Steam Boiler Inspection and Insurance

teri
Hartford Steam Boiler

doesn't want you to get all Please send immediately, so I camn joy
I'll take you up on your Hot OHer.

steamed up if your heating trouble-free opeEi; season.
boiler doesn't. So we're of-  N-
fering a free Heating Boiler  Ti,ie
Start-Up Checklist and a

-*See-rder
free Boiler Log Program for I civ 1L-
your use this fall.  State ----r

The Heating Boiler Check- Send codMBM'SHartford Steam Boiler
list details step-by-step pro-  Inspection and Insurance, 56 Prospect
cedures for avoiding start-uP L

Street, Hartford, Connecticut 06102.

failures because of low --I-I--i-

water, poorly maintained con- start-up precautions, mcdn-
trols, inoperative safety de- tenance and operation. Most
vices, etc. accidents to low pressure, fire

The Boiler Log Program tube heating boilers involve
provides a continuing, year- overheating and burning.
round guide to energy efficient Over half of these are in the
operation and boiler accident area of operating or protective
prevention. Together, the control malfunctions. Many of
Checklist and Boiler Log Pro- these accidents occur because

gram provide convenient of a lack of operator training
ways for your key plant per- and improper maintenance of
sonnel to educate boiler opera- this equipment.
toI's concerning appropriate The Checklist and Boiler Log

ance eating up two-thirds of the
cost. But Mr. Laurin observed the

liability insurance cost for the ani-
mal service company isn't exces-
sive when compared with the cost
of the sanne insurance for other

commercial ventures. "And there

wasn't any surcharge," he added.
Petaxi is also buying insurance

to cover the pets while in transit
with an extension for coverage to
their destination point, which
could be half way around the
world. But the St. Paul hasn'trated

the insurance yet for a $1,000 limit
on each pet.

So far, Petaxi hasn't filed a claim
against its insurance program, al-
though another driver smashed
into the back of a Petaxi vehicle

recently. But that's on the other
driver's insurance and no one, not

even a mouse, was injured in the
Petaxi van. •

 Program, designed and
 tested by our national staff

of over 900 inspectors and
1 engineens, hcrve been rou-
I linely distributed to our in-

sureds for years. They are
1 just two more ways Hartford
 Steam Boiler is providing

building blocks for estab-
1 lishing and maintaining an

= effective in-house risk
management program.
For free copies, simply fill
out and send us the coupon.

sma]InonER
Alll

Hartford, Connecticut

We help more risk managers
mcmage risks better.
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Virginia broker hopes to tackle
92 athletic iniuries for colleges

By JERRY GEISEL

Photo: Wide World

Colleges must continue to provide scholarships even though a
player cannot compete because of an injury.

VIRGINIA BEACH, Va.-When
a college football player is injured
and can no longer play, the team
not only loses a player, but the
school is also tackled with a blow

to its financial resources.

That's because under National

Collegiate Athletic Assn. rules, a
university or college must con-
tinue to pay tuition and related ex-
penses to a student on an athletic
scholarship even though an injury
may prevent the student from ever
playing college football again.

But an insurance broker from

the resort city of Virginia Beach
has developed an insurance policy

sp«lai risks
that he says gives schools a new
line of defense to hold back the
cost of injuries.

Edward K. Phillips of the Pem-
broke Realty & Insurance Agency
Inc. here says his policy, which is
being underwritten by American
Home Assurance Co., is the appli-
cation of risk management to ath-
letics.

"The policy enables an athletic
director to trade in an unknown-

the number of injuries to athletes
on scholarship--for a known-a
fixed insurance premium," he ob-

Another Risk Management Service from Hartford Steam Boiler Inspection and Insurance

Areyou getting all the help
you need in meeting

ASME Code requirements?

The ASME says that befo:e 3
manufac-urer, insta.ler or constructor

may apply for Code certificator., he
must have an Authcrized Inspect:on
Agency. But it doesn't say how to
select the agency or decide
which one is best. Here's where

we can help.
We're Hartford Steam Boler

Inspection and Insurance '
Company. We're best known
as the leading boiler and w
machinery insurance cc·mpany. 9
We've been an inspection au hority T
since the company was four.aed 3
in 1866. Now we offer SpecialInspection Service, thid pirty 
inspections, independent of pur-
chaser or·vendor,toassurecon- 13>
formance with ASME Code and

the latest industry standards and IV
requirements.

Today we continue our arti,re I'lf'r
ASME participation. Our wor.d- 0
wide network of inspectors has

expertise in many areas such as
materials, welding, brazing, cnd +
nuclear components, including

concrete. In fact, we verify many fof the nuclear in-service inspec- 0
tions required by the Ccde, ju ris- 6
dictional requirements and *.e ;:,f
U.S. Nuclear Regulatory
Commission.

More inspectors. Mcre inspec- JY 
tion specialsts and suoerviscrs. '[r'
More strategically located. An of kl--/

which means we can provide 20
more and better service. And

more than likely at lower cost.

Special Inspection Service

HARTFORD
STEAM BOILER
INSPECTION AND
INSURANCE
Hartford. Connecticut 36102

(From our "Quick Reference
Guide" ASME Code, Section

VIII, Division 1, including
summer 1978 addenda.)
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A valuable by-product of our
ASME knowledge is a "Quick
Reference Guide to the Boiler and

Pressure Vessel Code". Here's

what one recipient said: "(We
deleted) thred-0-lets from heavy
wall vessels. We got the idea from
yourguide...Asaresult, notonly
did we eliminate leadtime and

reduce fab time. but we saved

$2801 annually."

John H. Quinn
ASMECode Coordinator

Dresser Clark Division

Dresser Industries. Inc.

1 For more information. fill out

 and return to: R.J. Sinisi.
Special Inspection Service,

 Hartford Steam Boiler
Inspection
and Insurance, -i.
Hartford, CT
06102
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 I'd like more informationon SIS

I'd like a copy of the ASME
"Quick Reference Guide".

NAm __4/00000000
Tc..Kee order
AddCity

,Orit000P-- Zip

served.

Mr. Phillip's insurance policy,
which took three years to develop,
is as easy to understand as a run up
the middle. If a college player is
injured and cannotreturn to action
following a one-year rehabilitation
period, the insurance policy will
reimburse the school or athletic

fund for the injured student's
scholarship.

For example, if a freshman full-
back were injured during the fall
semester and had to stop playing
football, the school would be reim-
bursed for the cost ofthe student's

scholarship during.his sophomore,
junior and senior years.

If a school wants to cover all

its scholarship athletes in Mr.
Phillip's disability program, the
rate is $4.50 per $1,000 of scholar-
ship value multiplied by the re-
maining semesters of exposure.
The rate for football coverage only

is $5 per $1,000 of scholarship
value.

For example, the premium on a
second semester freshman quar-
terback with a $1,000 per semester
scholarship would be $22.50. The
premium, though, would dip to $18
at the start of his sophomore year
reflecting one semester less of ex-
posure.

Since the policy has just been
unveiled, it is too soon to measure
how the market will respond. But

Mr. Phillip's faith in the policy is as
strong as a coach's beliefin a team
filled with veteran lettermen.

"I wouldn't be surprised if more
than 50% of schools with intercol-

legiate athletic programs pur-
chased thepolicy overthe next few
years," Mr. Phillips predicts. "The
potential is limitless."

One school, the University ofMi-
ami, already has paid a $500 de-
posit toward buying a policy to
cover the school's 66 football play-
ers and six swimmers on scholar-

ships.
"It makes economic sense to

have this policy," says David
Highmark, Miami's athletic busi-
ness director. "We're paying pea-
nuts for fantastic benefits." The an-

nual premium ($4,279.50) is less
than Miami would have to pay to
cover the annual scholarship ex-
pense for an injured athlete who
could not resume his athletic ca-

reer.

But famous football star Elroy
Continued on following page

The people who know
how to handle it in

CHICAGO
are

MACK & PARKER, INC.

209 South LaSalle Street

346-1221

SEE OUR AD ON PAGE 8
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disability program, Mr. Phillips be-

Colleges . gan to collect injury statistics from
• • college athletic departments

around the country.
continued from preceding page

"I went to about every under-Hirsch, now athletic director ofthe
University of Wisconsin-Madison, writer in the country who had ever
questioned ifthe policy would be a done any kind of disability insur-
good investment for state schools ance program and laid out the pro-
where tuition bills still are rela- gram," Mr. Phillips said. "A lot of
tively low. people said: 'Sure, we're in-

Although the rates for all partici- terested. We think we are going to
pating schools will be the same, write this.' But when it came down

Mr. Phillips says he wants to cover to underwriting not a damn one
teams with the best conditioning would do it."

programs, a disciplined coach and Finally in July, American Home
an outstanding trainer. Assurance Co. agreed to take a

Mr. Phillips calls a team's trainer look at the program and gave ini-
the "guardian angel" for the un- Ual approval to act as underwrit-
derwriter of the program. "The ers, Mr. Phillips said.
trainer has the whole risk right in Ironically, Mr. Phillips lost a
the hand." wrestling scholarship when he was

Mr. Phillips says even the best a student atthe University ofMary-
surgeon's work may be in vain land in the early 1950s. However,
withouttheexhortationofatrainer he was able to get a job with the
who can "get the kid to pay the trainer that turned out to be worth

price of rehabilitation, to bite the a lot more than the scholar-

bullet and go through the pain bar- ship. .
rier that does existin theseinjuries

and go back and play again."
The disability policy will cover

on-the-field injuries as well as inju-
ries that occur during practice ses-

sp«lai risks
sions or during supervised exer-
cise programs. However, injuries
arising out of pre-existing condi-
tions will not be covered.

Injuries must be reported within
20 days of occurrence. Claims will
be evaluated by the team physician
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.

In developing the policy, Mr.
Phillips showed all the determina-
tion of a wiry halfback trying to
find a hole.

The idea for the policy came
from Sam Huff, the premier mid-
dle linebacker of the 1950s and

early'6Os for the New York Giants,
and now a Marriott Corp. vice pres-
ident who arranges for sports
teams to stay at the firm's hotels.

" Sam, who had gotten to know a
tremendous number of athletic di-

rectors, explained how the injuries
and the increased cost of scholar-

ships was just killing athletic di-
rectors," Mr. Phillips related. "The
athletic directors said they needed
some way to take care ofthis prob-
lem."

In order to get an underwriter to
consider a collegiate scholarship

The people who know
how to handle it in

DENVER
are

WARREN & SOMMER

3955 East Exoosition Avenue
744-3711

SEE OUR AD ON PAGE 8

AIG to compete with Lloyd's
NEW YORK-In the arcane

world of special risks, Lloyd's of
London traditionally has provided
the lion's share ofcoverages. Ifyou
wanted to insure, for example,
Betty Grable's legs for $1 million,
London was the place to go.

But Lloyd's now may be facing
some serious U.S. competition.
American Home National Union

has set up its own special risk de-
partment and now is aggressively
soliciting unusual risks.

American Home had been writ-

ing specialrisks on a limited basis.
But the AIG unit decided to estab-

lishaspecialriskdepartmenttoco-
ordinate its activities as well as ex-

pand into certain unusual risks,
such as cast and non-appearance

insurance, according to Ed Sny-
der, manager ofthe special risk de-
partment.

One special risk area whose po-

tential has not been tapped yet is
non-appearance coverage, said Mr.
Snyder. This type of insurance

may reimburse, for example, a tele-
vision or movie company for pro-
duction expenses if a star actress
or actor is unable to perform be-
cause of death or disability.

Recently, American Home sup-
plied a $1 million policy to a movie
company to reimburse it for its
production expenses if the star ac-
tor was unable to appear and the
filming had to be canceled.

Fortunately, the actor showed
up, the filming completed on time
and "I was able to breathe again,"

Mr. Snyder quipped.
One of the more unusual special

risk policies American Home of-
fers is for felonious assault. This

policy is designed to protect com-
pany employes who may be crimi-

nally assaulted while performing
their jobs, for example a bank
guard who is shot while trying to
stop a robbery.

American Home currently in-
sures more than 20 professional
sports teams. Coverage can be ar-
ranged for a team that wants to in-
sure all its players against a catas-
trophe such as an airplane crash in
which all the players perished.

Although Mr. Snyder, a 18-year
veteran in the special risk field,
can't promise coverage on every-
thing, he said nothing is too un-
usual that he won't give it a look.

For example, American Home
currently is negotiating coverage

with a sculpting firm. The com-
pany wants protection in the event
that its sculptor injures his hands
or arms and no longer can design
products and the firm suffers a se-
rious loss of business. •

Another Risk Management Service from Hartford Steam Boiler Inspection and Insurance

Ifyour air
conditioning system

goes downthis summer,
you stand to lose more

than justyour cool.

If your refrigeration or
central air conditioning
system goes down this sum-
mer, you stand to lose a lot
more than just your cool. You
could lose thousands - even

hundreds of thousands - of

dollars in equipment damage.
ruined goods, interrupted
services, and lost customers.

Believe us, we know, be-
cause Hartford Steam Boiler

is the world's largest insurer
of air conditicning and refrig-
eration systems. This means
our staff of over 900 inspectors
and engineers probably per-
forms more hands-on inspec-
tions on more different types
of equipment in a month than
most companies inspect in a

year. So no one is more famil-
iar than we are with the

causes of equipment break-
down.

We would like to share this

valuable experience with you

through a copy of our Air Con-
ditioning and Refrigeration
Log Program and Air condi-
tioning Start-Up Checklist that
can help you avoid air condi-
tioning failures.

The Air Conditioning Start-
Up Checist details sugges-
tions to assist you in achieving
the reliable and uninterrupted

service you require from your
equipment. It points out items
that should receive special
attention prior to spring start-

up. Offered as another of
Hartford Steam Boiler's risk

management services, the
information was distributed

to our customers before last

year's cookng season to help
them avoid costly shutdowns
and equipment damage.

Of course, this information
would have mcodmum bene-

fit if the appropriate mainte-
nance logs are used for
equipment at all your major
facilities. So keep your cool
this cooling season. Mail us
this coupon for your free
information today.

I want to keep my cool.
Please send me your free sample
Logs and Checklists. --000

Titlp =--

CnrnAcySee order
City
St,·Tte -ES>
Sendco/---

HARTFORD
STEAM BOILER
INSPECTION AND
INSURANCE
56 Prospect St., Hartford, Conn. 06102

We help more risk mcmagers
manage risks better.
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VIA Ballooning risks don't deter
1 broker from floating cove rage

By JERRY GEISEL

sp«lai risks
ALBUQUERQUE, N.M.-The

spectacular flight of the balloon
Double Eagle II acrossthe Atlantic
in August might never have taken
place if the crew's insurance bro-
ker hadn't taken his own more pro-
saic flight around the U.S.

Strange as it might seem, four
months before the epic 3,210-mile
flight began the balloonists found
themselves entangled in the snare

Photo: Wide World

Double Eagle 11 soars over

the event of a poor landing.
France insured for $500,000 in

of product liability.
Hander Inc., the manufacturer of

the two transmitters that were to

be used to keep track of the

balloon's position, insisted that the
balloonists purchase a $1 million
product liability policy to protect

the corporation before Hander
would sell the vital communica-

tions equipment.

Hander feared that ifthe balloon

plunged into the ocean and the
transmitting equipment failed,
making a rescue attempt impossi-

ble, the company might be the tar-
get ofa product liability suit bythe
crew's families.

With product liability threaten-

Another Risk Management Service from Hartford Steam Boiler Inspection and Insurance

We can helpyou
reduce fuel consumption and
increase operating efficiency.

Energy Al--
conservation
Cnecklist

Amajorthreat -- your operating costs
to your business This hee booklet at a manageable,
today is the dim- profit-producing
inishing supply tellsyouhow. level.

and skyrocketing Return the coupon
costs of the energy for your free copy today.

it takes to keep E--------
you in business. Please send me a copy of the

| ENERGY CONSERVATIONIt's already affecting CHECKLET

scores of businesses, Namp

and unless we all | Title A000F-/ °mi.fiee orderface up to the energy
problem, it's going to
happen to everybody.

That's why we've
put together this free
Energy Conservation
Checklist. It can show

you how you may be
wasting precious
energy resources,

losing heat, power,

and efficiency. It can
show you how to stop
those leaks, reduce

operating expenses,
and in general make
the most of what there

is, safely and eco-
nomically.

Simple conservation
alone won't solve the

energy crisis. But
intelligent, efficient
management of
energy can go a

long way toward keep-
ing your machines
running andholding

 Address 0/ask.-
\3>1 00*-
Statp -- Zip

HARTFORD
 STEAM BOILER
i INSPECTION AND
1 INSURANCE
 56 Prospect Street, Hartford, CT 06102

We help more risk managers
| manage risks better.

ing to puncture the flight, crew
member Maxie Anderson, presi-
dent of a copper and uranium min-
ing firm, turned to his company's
insurance broker for a lift in find-

ing coverage for Hander.
John Koller, president of Irick &

Koller Inc. of Albuquerque, de-
cided to first float the idea of a

product liability policy for the
balloon's transmitters with The

Travelers, which supplied busi-
ness insurance for Mr. Anderson's

company.

Mr. Koller flew to The Travelers

home office in Hartford to discuss

the Double Eagle II's insurance
needs. "At first The Travelers un-

derwriters scratched their heads

and said, 'Gee, this is kind of
crazy, ' " Mr. Koller recalled.

But Mr. Koller pressed for cover-
age. He allowed The Travelers ex-
ecutives to listen to a 45-minute

tape recording between the bal-
loonists and their flight director.

"The tape indicated all the safe-
guards, the consultations with me-
teorologists, the equipment being
used, in short all the fantastic plan-
ning that was going into the trip,"
Mr. Koller said.

Impressed with the case he
made, Travelers said it would sup-
ply liability coverage if Mr. Koller
were unable to find another market

Travelers, however, suggested
that Mr. Koller talk to Aviation Of-

fee of America (AOA), a Dallas-
based aviation insurance whole-

saler, about obtaining the product
liability coverage for Hander.

Mr. Koller flew to Dallas to dis-

cuss the Double Eagle II with the
Dallas broker. AOA scoured the

market and arranged for a $1 mil-
lion product liability policy to
cover Hander's transmitters with

U.S. Fire Insurance Co. The pre-
mium on the policy, which pro-
vided first-dollar coverage, was
$3,225, a price Mr. Koller described
as "eminently reasonable."

With the balloonists having saf-
ely floated over product liability
turbulence, general liability cover-
age was the next cloud the bal-
loonists had to clear.

Normally, a hot-air balloonist

might only need minimal liability
protection. Landings usually are in

Continued on following page

41
The people who know

how to handle it in

NEW JERSEY
are

DE LANOY & KIPP INCORPORATED

499 Bloomfield Avenue

Montclair, N.J. 07042

744-8000

SEE OUR AD ON PAGE 8
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Larry Newman, Maxie Anderson and Ben Abruzzo (lefl to right) raise
their hands in triumph after a successful landing in France.

Ballooning risks...
Continued from preceding page
the open country where damage to
property or people is unlikely.

But Mr. Koller observed that if

the Double Eagle n were successful
in crossing the Atlantic Ocean and
made it to Paris, it could be reason-
ably anticipated that a throng of
people would be waiting below to
watch the historic landing.

However, once a balloon goes
down, it goes down, and control
becomes almost impossible. The
balloonists feared that as the

crowd scurried below to get a bet-
ter view, the Double Eagle II might
plow into them causing injuries
and, as Mr. Koller putit,"a tremen-
dous lawsuit."

Furthermore, property liability
protection was necessary in the
event the balloon crashed into a

French street, severely damaging
stores and autos.

special risks
AOA came through again and se-

cured a $500,000 combined single
limit policy, also underwritten by
U.S. Fire, to cover bodily injury
and property damage. The pre-
mium was $1,429.

With coverage for the flight over
the Atlantic and for the landing in
France arranged, Mr. Koller turned
his attention to obtaining a trans-
portation policy to protect the
Double Eagle II when it was being
transported in July by truck from
Albuquerque to its launch pad in
Maine.

"On such an historic project,
there always is going to be some
vandal who might want to try to
scuttle the voyage by damaging
the balloon," Mr. Koller observed.

Another Risk Management Service from Hartford Steam Boiler Inspection and Insurance

* case otavailable onlyto insureds.

eniergency

Proper planning for an
emergency before it happens  >]
can save hundreds of thou-

sands of dollars and many -
production days. Our
experience shows, how- /
ever, that few plznts have
made any forma„ in-depth
plans to get bacK into produc-
tion prior to an cecident.

Hartford Stearn Boiler's

pre-emergency and recovery
program, PREPARE, outlines
a predetermined action plan
for electrical, mechanical,

and pressure equipment,
plus certain producion ma-
chinery Its purpose is to
reduce the leng- h of time
between the occu rrence of

an accident anc the return to

normalcy This cata collec-
tion system can tigger a

financial savings by mini-
mizing production delays
and repair expenditures.

PREPARE'S effective-

ness relies heavily on prior

gathering rlassification, and
periodic updating of all perti-
nent data. When properly
miintainec, PREPARE can

result in a cu.ck, effective re-

sponse and recovery from an
otner*rise crippling accident.

PREPARE, designed
and tested for over three

years by cur engineering
staff, is a valuable risk man-

agement tcol for our pokey-
holders who need to

fo. malize tne.r pre-emer-
gency plans. It's one more
way Hartford Steam Boiler is
providing rs .nsureds with
building blocks for establish-
ing and mcintaining effec-

tive in-house risk manage-
ment programs.

A special issue of The
Locomotive, our quarterly
engineering publication,
elaborates and emphasizes
the need for pre-emergency
planning. A free copy can be
yours by sending this coupon.

I realize that PREPARE is reserved only for
Hartford Steam Boiler insureds, but please
send me a free copy of The Locomotjve, so
I can learn more about pre-emergency
planning.

Nmn A

Title=*Fordber
AddrpqmCity ann·
State **/I- Zip
Send coupon to:

HARTFORD
STEAM BOILER
INSPECTION AND
INSURANCE
56 Prospect Street, Hartford, CT 06102

We help more risk managers
manage risks better.

So the three balloonists thought it
would be prudent to protect the
Double Eagle II while it was being
transported.

A transportation hazards policy
was arranged-this time through
The Travelers-which provided
$125,000 of coverage against dam-
age caused by collision, earth-

quake, flood, theft, fire and vandal-
ism during the balloon's trip by
truck across the U.S.

The premium on the transporta-
tion policy, which carried a $1,000
deductible, was $1,170, a sum less
than what some Manhattan motor-

ists pay for their auto insurance.

The balloonists, who aside from

Mr. Anderson included Larry
Newman, head of a hang glider
company, and Ben Abruzzo, a re-
sort developer did not purchase
hull insurance to cover the Double

Eagle II as it sailed across the At-
lantic.

"That kind of insurance proba-
bly would have been impossible to
obtain," Mr. Koller said. If the bal-
loon had been forced down at sea
the crew figured its loss as the cost
of the operation.

But, of course, the Double Eagle
made it safely across the Atlantic
and landed in a farmer's field in

France. Mr. Abruzzo told reporters
at a National Press Club interview

that the crowd that was waiting for
the Double Eagle II to land did
about $1,000 damage to the French
farmer's crops.

Mr. Abruzzo gave the farmer a
eheck for $1,000, which was grate-
fully accepted, he said. Mr. Koller
said he expects U.S. Fire to reim-
burse Mr. Abruzzo for the claim.

Meanwhile, fresh from success
across the Atlantic, Messrs. Ander-

son, Abruzzo and Newman, are
talking about an around the world
balloon voyage, something that
never has been tried except in the
science fiction of Jules Verne.

Around the world balloon insur-

ance coverage might appearto be a
lofty goal, but Albuquerque insur-
ance brokerMr. Kollerbelieves ob-
taining coverage may not be an
out-of-sight problem. .

Maryland OKs
work comp hike

ANNAPOLIS-Workers com-

pensation rates will go up an aver-
age of 25% next January, state in-
surance commissioner Edward

Birrane announced this month.

Premium rates wiH be increased

16.7% for manufacturing compa-
nies, 34.4% for contracting firms
and 22.3% for other employers.

Commissioner Birrane said the

rate hike is necessary because of
"inflationary factors." .

The people who know
how to handle it in

SEATTLE
are

LA BOW, HAYNES COMPANY, INC.
2500 Seattle First

National Bank Building
233-1400

SEE OUR AD ON PAGE 8
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If you're involved in benefit communications, make your plans now to attend the :

I

D

V :'1November i Marriott

13-14,
F 1

Motor Hotel .2.

1978 Chicago +

4 S.

Program overviews, evaluation, case history problem solving, penetrating
SfN, Your Conference program...analysis, intensive skills development, in-depth discussion, examining

alternatives... all combine in this unique Conference to give you the • Supervisors-Your Keys to Effective Communication?
practical information, ideas, techniques, methods and inspiration you need to . Surveys-How to Tap Employe Feedback
increase the effectiveness of your benefit communications program. • Developing a Winning Audio-Visual Program-How We Did it

Effective benefit communications not only meets stated legal requirements, but . How Does Your Program Stack Up' Bring It and See (four
goes beyond them to meet the unstated information needs and concerns of the men concurrent sessions programmed according to company s,ze)
and women who work for your company The result can be a more enlightened • iou Be The Judge I

employer/employe relationship wherein everybody gains. • Can You Solve This Problem? (four concurrent sessions
programmed according to company size)That's what the Business Insurance's two-day Employe Benefit

Communications Conference Is all about-developing and fine tuning your • You Be The Judge 11

communication skills so you can make the most of this management opportunity. • Media Close-Up How to Best Use Your Tools (four concurrent
sessions, each focusing on a spec,fic tool-booklets,To help you maximize the return on your company's benefit communications audio-visuals, personalized correspondence and

investment, this hard-working Conference puts you through the paces.. computenzed statements, and special projects)

• You compare and evaluate your program with those of similar • Developing a Winning Print Program-How We Did it

sized companies • White vs Blue-Effect of Collar Color on Communications

Ar, • You roll up your sleeves and develop team solutions to an actual
f«,:

communication problem Your expert Conference faculty...
• You learn how to make the best use of specific communication vehicles

Russell J. Alberding,• You gain valuable insight into the secrets behind successful communications Clay Hurst,
Director of Communications, Principal,

• You view and analyze dramatic visuals detailing all aspects of A S Hansen Inc Olanie, Hurst & Hemnch
I. I corporate benefits Gary L Bradshaw, Judith A Karam,

Manager, Director of Communications,
-
*r I •You discuss management alternatives available in developing and Associate Actualy, Wyatt Co Martin E Segal Co

implementing effective programs Lee A. Carlson, John Kerney, Jr.,

• You see why outstanding efforts won Business Insurance's coveted Employe Executive Director, Vice President, Employe
Benfo Division,M&R Services Communications Division,

C Benefit Communications Awards
Richard M Coffin, Kwaska Lipton Inc

• You discuss your problems,n give-and-take sessions, and get the answers Vice President, Manager, Dennis B. McKoy.

you need Communications Div Vice President and Manager,
Towers, Perrin, Forster & Crosby J & H Communications,

Conference speakers are nationally recognized benefit communications leaders, Kelly Coy, Johnson & Higgins

including two winners from this year's Business Insurance Employe Benefit Ma,ager of Benefit Communications, Donald L. Sheppard,
Olanle, Hurst & Hemnch Assistant Vice President,Communications Award competition They have proven track records and the ability Peter A Danielson, Communications Services,

to communicate their ideas effectively. President, William M Mercer Ltd

As a Conference participant, you're immersed in a total learning environment. Benefit Consultants inc D Bruce Sidebotham,
Meg Franklin, Director, Employe Services,

» Large general sessions Intensive concurrents. Shirt-sleeve skills development Manager, Communications, General Tire & Rubber Co

sessions. Look. Listen. Probe. Expand your awareness. Broaden your outlook. Get Employe Benefits Dept, George F. Way,

the answers you need. Levi Strauss & Co Communications Consultant,

R Craig Fulford, President, Buck Consultants Inc

You return to your job armed with ideas, ready to tackle your toughest benefit Southern Employe Communications David C WIneland,
communications problems. Dab·id M. Gladstone, Manager, Employe Benefits,

Armco Inc

Space at this second annual Conference is limited. Please look over the Corsulting Actuary,
Hallehurst & Associates Inc Herbert Zeltner,

:f. . sessions offered and review the list of speakers-probably the strongest faculty Nanci A. Healy, President,

ever assembled for a major communications conference. Then send in your Senior Consultant, Communications, Herbert Zeltner Inc

Frank B Hall & Company Inc Marketing & Communications
registration quickly to avoid disappointment (all registrations are accepted on a Harold L Hudson, Dorothy D. ZInck,

first-come, first-served basis only). To register, fill out the coupon below or.phone Communications ConsultantsManager, Corporate Benefits,
(312) 649-5242 collect. RevIon, Inc A S Hansen Inc

4... Mail this coupon today or phone (312) 649-5242 COLLECT! -A

 YES!
:C

Please enroll me in the Business Insurance Employe Benefit Communications Conference I understand that the Conference reels $295
(Additional registrants from the same company who register at the same time earn a 10% discourt off this rate

Registration fee includes admittance to all scheduled Conference sessions and functions, resource materials Including a workbook, planned meals
and cocktail reception (Hotel accommodations and travel arrangements, are not Included and must be made separately Registrants automatically

. receive hotel reservation forms with their Conference confirmations.)
If my plans change at any time, I understand I can substitute the name of another person without penalty Or I can receive a full refund 11 I cancel by

.
October 31, 1978 (For cancellations received after October 31, there ls a $50 service charge )
Il Enclosed is a check for $ 0 Bill me

Name Title ....
. Company Phone ( ) i.

StrpAt

City Stnte 7'r 351.-
- I'*.& :'• 'r

Additional Registrants: -

-

Name Title
X 7

Namp Title
.

Make check payable to Crain Educational Division Mail today to Crain Educational Division, 740 Rush St. Chicago, IL 60611



.

.

.

.

36 / business insurance, October 30, 1978

AS AN EMPLOYER YOU PROVIDE GROUP MEDICAL, DENTAL AND LIFE BENEFITS

WHATABOUTAVISION BENEFIT?
When an employee does not see properly his production as well as the quality of work is reduced. What
about the days lost due to eye related problems? Vision benefits are the least expensive benefit you
can provide and the benefit most important to you the employer.

FEATURES OF THE VISION SERVICE PLAN

Eye examination each 12 months
N.J. VISION SERVICE ASSOCIATES

Lenses each 12 months P.O.Box 7286 Trenton, N.J. 08628

Frames each 24 months YES I would like to know more about a Vision Service Plan

0 Please have a representative call me for an appoint-
Frames and lenses furnished at laboratory cost ment

Available nationwide except North & South
Carolina

Broker inquires invited

Self funded or insured plans available

N.J. Vision Service Associates is a non-profit
corporation

NAMM

COMPANY

ADDRFRS

CITY

TELEPHONF

STATF

0

000
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Most consultants are a party-of-one with a good line.

We talk too, but our line is up front, in back, and all
around us.

Our line is the 4,000 plus people who make up Ebasco
Services Incorporated, the company behind Ebasco
Risk Management Consultants, Inc.

Ebasco Services is the reason why we can offer you a
professional team effort ratherthan a one-man
medicine show.

Do you need an objective analysis of your company's
insurance program in light of foreign acquisitions and
their risks? Ebasco has offices, affiliates and representa-
tives in over 20 locations around the world.

Do you find the recent Federal pension legislation

7ip

Fireproofing history
finds landmark solution

PHILADELPHIA-Can a com-

pany insure an architectural land-

mark that happens to double as the
new office space for its employes
without being buried in pa-
perwork and problems?

"Ofcourse,"says David Johnson
who discovered the unusual set-

ting for the Pennsylvania Manu-
facturing Insurance Assn. transac-
tion of business. "Being an insur-

ance organization helped-at least
we knew the importance of proper

fire protection for this kind of
building."

Any business in the market for
an historically registered, white

marble structure designed by an
architect in the 305 should follow

the example of PMA when insur-

r

P.

J

complicated? Our experts are as expert as the experts
in Washington.

Whatever your problem, in today's rough and tumble
business world, you need a team with a good line
in loss prevention, employee benefits, funding and
administration.

That's us.

EBATO
RISK MeNAGEMENT CONSULTANTS.INC.

A Subsidiary of Ebasco Services Incorporated

Now York: 100 Church Street, New York, NY 10007, Tel:(212) 785-2200

Chicago: 100 South Wacker Drive, Chicago, IL 60606,Tel:(312) 346-3438

Niwport Gateway Plaza, 130 Newport Center Drive, Newport Beach,CA 92660,
6.ach: Tel.(714) 759-7100

Bermuds: Airlie House, P.O. Box 1617, Hamilton 5-24, Bermuda: Tel:(809) 292-0124

sp€clai risks
ing the building: follow the recom-
mendations of the fire carrier.

That, however, was easier said

than done. The Improved Risk Mu-
tuals, the insurer for the PMA
building, strongly recommended
that the company install an auto-
matic fire detection system which
is zoned and centrally controlled.

What do you do when you have

to protect a 200,000-square foot
building with a central rotunda ris-
ing nearly 50 feet without detract-
ing from the finely crafted historic
interior?

ADT's teletherm system solved

the PMA problem, said Mr. John-
son vp ofadministration for the in-
surance association.

Over 3,000 detectors (measuring

two inches deep and two inches
wide) are used in the system which
is divided into 19 protection zones
covering the building's eight
floors. "Sensor units have been
placed in all closets and storage

areas in thebuildingto afford max-
imum protection, without detract-
ing from aesthetics," Mr. Johnson
added.

The detection system operates

on a "rate of rise" principle, accor-
ding to Mr. Johnson. An alarm
goes off whenever an abnormally
rapid rise of temperature is de-
tected anywhere in the building.

In the eventa risein temperature
does occur, a warning signal is
sounded at the control panelin the
lobby and at the central ADT sta-
tion. The panel attendant will sig-
nal fire fighters, an indicator near
the door will pinpoint the fire zone
for arriving fire fighters and all the
alarms in the problem section of
the building will go off.

Meanwhile, evacuation is

handled through constant voice
communication between the con-

trol panel and the employe desig-
nated to handle fire safety and

evacuation in that particular area.
Other recommendations by The

Improved Risk Mutuals, weren'tas
costly as the teletherm system, but
were important enough to be done

before all the PMA employes
moved body and soulinto the elab-

orate building on Ninth and Chest-
nut Streets in Philadelphia. In-
cluded were:
• All oil-filled external trans-

formers were checked for acidity,
colorindex and dialectricstrength.
• Two 100 hp compressors for

the air conditioning system were
torn apart and inspected tho-
roughly.

• Two diesel auxiliary genera-
tors were installed to provide
emergency power for lighting and

elevators in case ofa power failure.
• A fire extinguishing system

was installed on all ducts in the

cooking area of the cafeteria.
0 Hydrostatic testing of the en-

tire piping system was conducted
and repairs were made.

The neo-classic building is in-
sured under the fire and extended

coverage policy for $15 million
with a 10% coinsurance provision
and limits of 2.4 cents for every

$100 for fire coverage, 1.4 cents for
extended coverage and 4.8 cents
for special extended coverage.

General liability for the building
is self-insured up to $5 million per
occurrence.

"Insuring an architectural land-
mark is a snap," boasts Mr. John-
son, "Find a sound building, pro-
tect it properly against fire dam-
age, be aware of loss control and
then sit back and enjoy the divi-
dends of working in an historical
setting." •



Bane or

NEW YORK-The recent Fed-

eral Trade Commission ruling
holding Pat Boone personally lia-
ble for a product he endorsed
raises new questions about

whether celebrities need liability
protection.

The FTC charged the singer is
liable for consumer refunds for al-

legedly false and deceptive claims
Mr. Boone made while endorsing
Acne-Statin.

Historically, protection for cele-
brities who endorse products has
come from indemnification

clauses in contracts, which indem-

nify the star for any financial re-
sponsibility the star might bear.

Insurance for celebrity endorse-
ments hasn't been used for finan-

cial protection, chiefly because in-
surance is not known to be avail-

able.

Talent agencies that provide ce-
lebrities for commercial endorse-

ments have no set formula con-

cerning how to protect their stars.
Sandra Joseph o f Jack Wormser

Associates, which links stars with
advertisers, said their agency has
always inserted indemnification
clauses into contracts.

International Creative Manage-
ment, another talent agency, also
provides an indemnification

clause. "If other talent agencies
don't provide this, then they
should," said Norman Reich. vp at
ICM.

However, talent agents Herb
Tannen & Associates of Los

Angeles don't provide celebrities
this protection.

The largest talent agency, Wil-
liam Morris, declined to comment
about protection it offers its clients
because the agency has "received

so many calls since the Boone
case.

National Media Group, the ad-
vertising agency for the acne prod-

sp€cial risks
uct Pat Boone endorsed, has

adopted a more cautious approach
since the FTC ruling.

National Media plans not to get
involved with advertising for prod-
ucts that may present a particular
liability problem, a company
source said.

Large advertising agencies J.
WalterThompsonand Leo Burnett
haven't provided indemnification
clauses in contracts with stars and

don't seem very concerned.
The ad agencies said the impact

of the Boone decision will be lim-
Red because Mr. Boone was not a

standard celebrity endorser. The
singer had a financial interest in
the product and naturally would
then assume part of the financial

responsibility in consumer re-
funds if they occurred.

Nevertheless, Steve Salorio,
head of the legal department at J.

Walter Thompson, said that his
agency is "asking questions"
abouthow to handle any liability of
celebrity endorsers,

"There's no dramatic trend yet

toward including indemnification
clauses in contracts." Mr. Salorio

said. "But you're not professional
if you ignore it."

Michael Breslin, senior vp of Leo
Burnett. said his agency doesn't
provide indemnification agree-
ments because their existence

would imply that the ad agency
was concerned that the star was ly-
ing aboutthe product's usefulness.

"An endorser has to believe the

product will do what it says," Mr.
Breslin said. "We won't use cele-

brities that need protection." .

A
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Veteran Lloyd's underwriter reports

Serious slips underwrite showbiz hoopla
LONDON-Lloyd's still has full

capacity for speciality risks, says
top underwriter Bert Stratton, who
reckons that $4 million to $5 mil-
lion in premiums a year is going
through his side of the market for
this purpose.

Known in the underwriting
room for his ingenuity in covering
$1 million risks on singers, sports-
men and super-paid executives, he
stresses that there are other mMor
lines which go through other
books as well.

But for "Lucky to be Alive"
lines, in which he has built up his
own expert folio, he feels there is
every chance he will be in demand
for a long time to come.

Exposures are now running as
high as $10 million, which is what

he's been asked to quote for a U.S.
test pilot who is shortly to under-
take a risky mission on a new jet-
aircraft version.

"We'll be getting the reply back
on that shortly," the 49-year-old
underwriter says.

Shuffling papers on his past ex-
ploits in his quiet office near the
bustle ofLloyd's of London, he set

out the widespread of perils that he
has covered in his time.

Some are "fun" risks, such as in-
suring an 80-inch showgirl Ricky
Covette against losing her claim to
be the tallest woman dancer in the

U.S. in the event an injury re-
duced her height to below six feet

or her weight below 154 pounds.
That was a specific policy for

$50,000, at a premium rate of 0.5%
and he was never called on to pay
out.

But some are serious risks, like

the coverage he can give for top
executives against injury or death
when they are in the middle ofvital
business deals.

And some bridge the narrow gap
between publicity stunts and pur-
poseful operations very success-
fully.

He once insured film star Liz

Taylor's eyes for $1 million for a
premium of $2,500 and thought lit-
tle of it

It was a sudden phone call from
Paramount Film Corp. that prompt-
ed it. Beautiful Liz had to have

Fire losses decrease

Fires caused an estimated loss of

$307 million in August, a 9.2% de-
crease from August 1977, reports
the Insurance Information Insti-

tute.

/
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The people who know

how to handle it in

DES MOINES
are

LA MAIR-MULOCK-CONDON CO.

906 Walnut Street

244-0166

SEE OUR AD ON PAGE 8

special make-up on her eyes for a
scene in the film Ash Wednesday,
just as she did on a separate occa-
sion in The Taming of the Shrew.
She feared she might be blind if
anything went wrong and hinted
she would walk off the set unless

she was covered against this possi-
bility.

Fortunately, Mr. Stratton was .
able to determine that the make-up
had been used on other artists

quite successfully, so he took the
risk without hesitation.

"That was serious business; even

though it had publicity value," he
says. "But I see nothing wrong in
insuring a publicity stunt as long
as there's a genuine insurable in-
terest m it."

sp«lai risks
Take the cases of two strippers

whose agents claimed had insured
their breasts at Lloyd's for $1 mil-
lion a time. That was indeed the

true figure on the slip, but it was
only the upper limit.

The real insurance was against
loss of earnings ifthey were hurt in
an accident and suffered bodily
damage to their figures.

It was a genuine business risk,
with the form carefully specifying
that any compensation would be
related to their true loss of earn-

ings, based on their previous three
years of tax returns with an abso-
lute maximum of $1 million.

MEMO FROM
MARSH & McLENNAN

"Sure, any promoter nowadays
could seek a $10 million cover on
such a risk if the film star's well
enough known and he'd probably

get it without difficulty" specu-
lated Mr. Stratton.

Naturally he never spoils a good
publicity idea by limiting its risks
unduly, but he wants to dispel the
idea that showbiz insurance on
sex-goddesses has a ready market
at Lloyd's that outweighs its more
practical purpose. So in dealing
with sportsmen and other popular
personalities he finds there's usu-
ally good reason for large scale
cover.

That is how, for example, he
came to provide cover on Brazilian
soccer star Pele for $3.6 million

when he was starring with New
York Cosmos.

The player was a natural crowd-
puller. So N.Y. Cosmos soughtpro-
tection at $60,000 a match against
his absence through sickness or in-
jury.

-The premium was about

$220,000 for two years and I think
we paid once," said Mr. Stratton.

At times he is not so lucky, but in
general he believes that specialty
risks at Lloyd's can produce profit-
able lines of business, as when he
covered boxer Leon Spinks for
$150,000 premium on a $3 million
risk against injury prior to one of
his major fights.

They are frequently led by him
when it comes to unusual quota-
tions, with about 30 to 40 other syn-
dicates ready to sign the slip as
well.

But he spreads the cover into the
U.S. market on many occasions by
co-insurance with many pools, in-
cluding the American Accident
Reinsurance group. •

Even before newforms ofene,961 enterour lives. Ma,sh & Mdknnan pioneers the insurance that helps make them possible

Energy
for the eighties:

it calls for

innovative insurance

planning right now
to make the

investment risks

worth taking.

Blackouts, brownouts, and fuel

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

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

But that creates still another

set ofcomplicated problems that
need answers.

Who will invest the vast sums for

the exploration and experimenta-
tion that are essential to a

genuine solution?



Lloyd's broker finds no gamble in contingency risks
By JOHN H. MILLER

LONDON-Insuring Betty
Grable's legs may have made his-
tory once for Lloyd's of London,
but the recent publicity given the
famous policy is bringing wry
comments from underwriters

here.

AIG is using the example of the
$1 million policy for the actress's
legs as·part of its campaign to lure
business to the new New York free
trade zone. AIG says it can now in-
sure million-dollar legs "as easily
as Lloyd's ofLondon," a claim that
ruffles some here.

The top men at Adam Brothers,
who run a unique contingency risk
service for the market, have come
to the rescue. And the publicity
blurb that surrounded the story at
the height of her fame comes into
better focus.

Can sufficient incentive be pro-
vided for such costly and long-
term investments?

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

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

The role of insurance

in energy development.
Before the enormous investments

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

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

skilled insurance broker, can
make an invaluable contribution

to corporate planning.

At Marsh & MeLennan, we have

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

increase dramatically.

Finding the appropriate coverage
in the insurance and reinsurance

marketplace or developing viable
alternative solutions- such as

self-insurance programs for our
energyindustryclients-isalong
tradition at Marsh & MeLennan.

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

today's mammoth offshore rigs.

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

sp€clai risks
"Betty Grable probably never

was a special risk atall," says Peter
Nottage, the firm's managing di-
rector, who handles masses of spe-
ciality risks every year. "It was
probably just an ordinary accident
policy coveringlife and limb with a
$1 million capital sum payable in
the event of death and dismember-
ment. This could have followed a

standard policy form that any acci-
dent underwriter can write.

Marsh &
M.cLennan

"It's easy for a publicity man to
take one benefit out of contextand
state quite truthfully that the
artist's legs were insured for$1 mil-
lion. Naturally we can't be sure this
was so, but there's certainly noth-
ing difficult in writing such a pol-

most remote and inaccessible

places in the world.

• Looking ahead, we have turned

BILLION

ENERGY INDUSTRIES'
CAPITAL SPENDING FORECAST

$70

BILLION

$60
BILLION

550

BILLION

'When structuring abandonment insur-
ance it's fatal to attempt to specify perils.
The aim is to broaden coverage, not re-
strict it. You can't think of every contin-
gency, so don't try to do so.'

-Peter Nottage

icy," he continued.
"The more difficult task, al-

though perfectly feasible, would
be to structure a policy to offer in-
demnity on a provable loss basis
rather than an agreed capital sum."

To explain his attitude, Mr. Not-
tage offered to construct a special
policy on behalfofthe Business In-
surance staff in the U.S.

1977 1978 1979 1980 1981

ACTUAL ' PLANNED '

Source: McGraw-Hill Publications Co.

our attention and resources to

assisting those companies explor-
ing potential energy sources as
disparate as tar sands, tides, wind
and the sun.

For everyone interested in the
bottom line, our point is simply
this: Marsh & Mcknnan has

been-andcontinuestobe-

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

Marsh & Mclennan

makes its pledge.
Marsh & MeLennan knows that

insurance and protection of in-

Would they like to be covered
against being trampled to death by
a herd of elephants rushing down
Main Street and tell their friends
they have this unique risk protec-
tion? he asked.

"If so, I'll do it," he promised.
"But in fact, it will merely be an
adaptation of a standard personal
accident policy, offered on a rou-

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

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

Ifyou would like to know more
about how wecan help you, send
for booklet· "Energyfor the
Eighties." Write to: Dept. 700-BL
Marsh & McIfnnan, Incorpo-
rated, 1221 Avenue Of the
Americas, New York New York
10020.

Experts like these are ready to put theirskills
to work on your behaU-

When it comes to insurance,
come to the leader.

5**1¥**en•'51 1 11 '1 1' .1 - ' lili 1 1 -91--'.4,0:&11

01978, Marsh & McLennan, Incorporated

tine form by hundreds of under-
writers.

"The risk, of course, is already
covered under the standard policy.
But who's ever heard of a headline

which read: 'Betty Grable insured
for $1 million against being killed
by elephants'?"

To stress his own approach to
specialty risks, Mr. Nottage takes
the emphatic view that contin-
gency insurance is a serious form
of cover which goes "right outside
standard risk lines."

"It aims to 'custom build' a pol-
icy to fit an insurance problem,
rather than trying to use a standard
policy to cover a risk for which it's
not designed," he said.

What kind of coverage falls
within this class? Abandonmentof
events or non-appearance cover-
age form a large part, and have pro-
duced some bizarre losses.

Mr. Nottage explained: "When
structuring abandonment insur-
ance it's fatal to attempt to specify
perils. If you forget to specify one
obscure peril, then by the perversi-
ties of life that is the one which will
probably turn up, you'll have an
unhappy client.

"The aim is to broaden the cover,
not to restrict it, when abandon-
ment risks are placed. You can't

think of every contingency, so
don't try to do so."

His associate, Geoffrey Fox, put
it in similar businesslike terms.

"The perils insured are basically
the same as those already offered
in a multitude of printed forms
which can be found in the Lloyd's
Policy Form Book," he agreed.

"But when you are dealing with
someone who only has a contin-
gent interest, such as the man or-
ganizing a convention at a hotelin-
stead of the owner of the building,
then a totally unexpected event
can come along which in their
darkest mood nobody would ever
have dreamed up. So we cover can-
cellation of the event due to any
cause beyond the control of the in-
sured party. We try to provide a
policy with the absolute minimum
of exclusions."

He cited an Australian aboriginal
children's choir booked to give a
series of concerts and insured on a

"non-appearance" coverage. Their
tour was cancelled when the elders

of the tribe heard of the death of a

paramount chief. They suspected
that he had been put underan "evil
eye" spell by another tribe, so the
men took off to start a tribal war.

The show collapsed as their
women and children took off

Continued on following page

The people who know
how to handle it in

HARTFORD
are

ALLEN, RUSSELL & ALLEN,
INC.

799 Main Street

522-3245

SEE OUR AD ON PAGE 8
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NORTH STAR

REINSURANCE CORPORATION

A Truly Flexible Market for Treaty Reinsurance,
Casualty Facultative Reinsurance and Excess Covers.

CALL [212] 2484400
Wall Street Plaza, 88 Pine Street, New York, N.Y. 10005

.

The Complete
Underwriters.
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Adam Brothers...
Continued from preceding page
after them.

Then there was an international

football match scheduled to take

place in Ireland, which had to be
cancelled due to an outbreak of

hoof and mouth disease in En-

gland, from where many specta-
tors were likely to come.

Everybody knows that this dis-
ease does not affect humans. But

the Irish government feared ani-
mal sickness could spread ifthe vi-
rus might be brought into their
country on the feet of the football
supporters and banned the game.

And there was the concert pian-
ist who, on arriving at a concert
hall for the performance, trapped
his fingers in his auto door and was
unable to perform.

"All these are real risks, but

would probably not have been
written into a named perils pol-

'0' . ' 5 .'. ·lfr-4 -i
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Today, more than ever, your specialty cover
requirements demand professional underwriting analysis
at all levels. Isn't it logical-and profitable, too-that you
talk with a "complete underwriter?"

When you're building a total program for your client,
CM! is with you every step of the way as your complete
property and casualty intermediary.

CMI combines SLbstantial capacity and a team of
experienced uiderwriters with the know-how, the
markets and the special approaches you always need in
today's market place.

That's effective. It's different- and so are the solutions

we'll put together for you.

Managing General Agents
Excess and Surplus Lines Brokers

Dealing Exclusively with Agents and Brokers
CUU Capacity Managers International, Inc.

160 Water Street, New York, New York 10038

icy," Mr. Nottage said.
Adam Brothers Contingency

Ltd. is proud to callitself "brokers'
brokers." Never do they serve a eli-
ent direct.

This has been the tradition ofthe

firm formany years underits chair-
man J. Phillip Hine, who is over 70
but still puts in a full week in the
office. His sons Jeremy and Har-
vey also work there.

"The variety of contingency
risks which can arise from time to

time can create difficulties for

many brokers or underwriters,"
Mr. Nottage said. "A broker han-
dling a general account may only
see a contingency risk once a
month or even less and each one

might be quite different from the
previous one. He might present it
to an underwriter who has never

seen such a risk before. Obviously
nobody can build up a book of
business in that way. So we offer

our services to other brokers who

may have sudden inquiries from

their regular clients about special-
ity risks and have built up direct
relations with many of them over

the years, but never with their
insured's.

"If I feel it desirable to see the

insured, I go along as a consultant
to his regular broker. That way, we
maintain a very happy relationship
with all the parties."

By specializing in its class of
business, the firm of Adam

Brothers has built up a book of the
unusual one-off risks and has

gathered its own unique records
going back many years. It was

started in 1882 by two Scot ship-
owners who set up their own ma-
rine insurance business. In the

past 40 years, it has specialized
more and more as brokers for con-

tingency risks.
It helped to get special coverage

for the explorer Wally Herbert in
1969 when he crossed the Arctic on

foot and spent the winter in a hut

near the North Pole. The expedi-
tion was to be financed by royalties
from his writings which would not
be forthcoming if he failed to com-
plete the trip.

It sought a quote for a tanker
group which feared the Panama
Canal might be closed by an earth-
quake.

Itarranged bond cover for a ship-
ping line which feared some of its
Chinese crewmen mightjump ship
in breach of U.S. immigration
laws.

It quoted for a medallion firm
which feared the first U.S. moon

landing might be aborted before it
could sell its celebrated souvenir.

It obtained a quotation for film
makers who feared sudden scien-

tific discoveries might prejudice
the surprise fictional ending of the
film 2001 before it could be re-
leased.

"Just examples of contingency
insurance," says Mr. Nottage, who
has a wide experience in this

field. "Butthe pointis they were all
genuine consequential loss prob-
lems where the insured stood to

lose a substantial sum of money in
the event of an unexpected hap-
pening. They were not gimmicky
policies produced for the purposes
of publicity.

"The problems facing both bro-
kers and underwriters when deal-

ing with contingency insurance
are basically ones of risk assess-
ment and policy drafting" Mr. Fox
explained.

Is Mr. Nottage prepared to make
a book on the success of the New

York Insurance Exchange?
"I wish it well. But until I've got

all the facts about it, I'm not even

thinking of making predictions.
One thing that even the contin-
gency market always refuses to
predict is the success or failure ofa
new venture." •



French suit

on oil spill
sti rs furor

By JOHN H. MILLER

LONDON-Marine insurers are

facing new problems over three
lawsuitsfiledintheU.S. inconnec-

tion with the Amoco Cadiz oil pol-
lution disaster last March.

Insurers claim the French gov-
ernment has gone beyond interna-
tional law by participating in one
of the suits and they fear heavy
damages may be awarded if the
courts are persuaded that the
tanker owners were to blame for

the massive spill.
Over 230,000 tons of oil leaked

from the tanker after it went

aground off the Brittany coast of
northwest France, polluting miles
of coastline.

Itwasexpectedthatthecompen-
sation which could be recovered

from the owners, Amoco Trans-
port, would be limited to $16.8 mil-
lion under the International Con-

vention on Civil Pollution Liability
completed by 35 nations three
years ago. The actual damage and
clean-up costs were certainly
much higher.

Now the U.S. courts are being
asked to award more than $1.5 bil-

lion in damages against Standard
Oil of Indiana, the owner's parent
corporation, and three otherdefen-
dants linked with it.

Peter Miller, a U.K. marine in-
surer and member of the Com-

mittee of Lloyd's, has protested:
"France has broken all interna-

tional understandings by going to
the U.S. in this way, for it was
never expected that any of the na-

tions who signed the convention
would do such a thing.

"It will put insurers in an intoler-
able position if the French govern-

ment and other plaintiffs from
small towns in Brittany win the

case, even if the compensation is
scaled down from the large sums
being sought," he continued.

"If there is no known interna-

tional limit on pollution indemnity
payments, it will put insurers in a
very exposed position and they
will be quite unable to prepare
suitable rating levels."

Lloyd's is asking the U.K. gov-
ernment to complain to France
that it has broken the terms of the

long-awaited convention which
took six years to come into force.

The U.S. never signed the con-
vention and that is believed why
France went to U.S. courts to seek

huge damages.
Marine insurers face the same di-

lemma the aviation market con-

fronted four years ago when nor-
mal passenger liability for the
Turkish DC 10 crash in Paris under

international conventions was

overtaken by a product liability
lawsuit that produced $62 million
in payments in California.

The actions in the U.S. are being
brought by three French people on
behalf of hotel owners, fishermen

and ferry operators who are citing
Standard Oil of Indiana in a class

action suit in Cook County, Ill.
Compensatory damages of $750
million and punitive damages of
$500 are being sought.

Also cited as defendants are

Amoco Transport, Amoco Interna-
tional Oil Corp. and Capt. Claude
Phillips, marine manager of Stan-
dard Oil of Indiana, which is head-
quartered in Chicago.

Meantime in New York, the
French government through its
budget minister has launched an
action for $300 million damages

against all the defendants except
Standard Oil of Indiana. .

S.
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THIRTY YEARS ...
of stability and quiet, effective answers! Clearly, First State is in the
marketplace to stay. You might keep this in mind in relation to the
explosive Excess-Surplus Lines growth of recent years.

Count on us. For continuity, creativity and capacity. Now and in
the future.

Buffers, Umbrellas, D.I.C., All Risk Builders' Risk, Valued U. & 0.,
Vacant Property, Special Covers are just a few of our products.

FIRST STATE, the largest and oldest domestic company formed to
write Surplus Lines Special-Purpose and Reinsurance Business.
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Cameron and Colby Co., 60 Batterymarch Street, Boston 02110 - 617/357-8400
CHICAGO, Hartford Plaza Building, 312/782-5921

ATLANTA, 3340 Peachtree Road N.E., 404/266-1480
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The single port of call:
it should be a reality in
securing worldwide coverage
of marine cargo risks.

The complexities and risks of multinational shipping
are of a different order of magnitude than even a few years
ago. A U.S.-based firm, for example, may have manufac-
turingplants in many overseas locations - and cargo from
these plants may move through dozens of different coun-
tries to worldwide destinations.

Securing coverage for U. S. exports and imports, as
well as cargo originating overseas, needn't involve
approaching insurance carriers in foreign countries. INA
can be your "singld port of call" for a Multinational Trade
Program that gives comprehensive control over all U. S.
and foreign cargo exposures through a single policy. Gaps
and overlaps in your client's coverage are effectively
eliminated. -

The Multinational Trade Program, available through
INA's Marine facilities, provides worldwide claims and
loss control services... and offers INA's unexcelled recov-

ery, subrogation and salvage facilities. Active in 110 coun-
tries, INA is recognized for its expertise and innovation in
worldwide marine cargo insurance.

For details and the latest edition of "Ports of the

World," write to INA: 1600 Arch St., Philadelphia, PA
19101. Or contact an INA Marine office: Los Angeles,
CA; San Francisco, CA; New Orleans, LA; Cleveland,
OH; Philadelphia, PA; Boston, MA; New York, NY; Chi-
cago, IL; Seattle, WA; Atlanta, GA; Houston, TX.

INA International, whose network of worldwidefacilities is
the largest of any single U. S. -based insurance company, has
developed a number of operating standards that should prove of
interest and benefit to agents and brokers.

This is the fifth in a series.



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 programs,
and professionals who scout out claims problems
before they occur.

Self-insurance can be difficult territory. But the
Cavalry knows the way. For more information contact
your nearby Kemper agent or broker.

Don't ride alone.
The Cavalry can help the corporate risk manager
get the jump on self-insurance problems.
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We're riding hard
to serve you better.
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Apply it to world politics, Cousteau pleads
The following treatise bv Jacques Cous-

teau appeared recently asa supplement to
the Callpso Log, the publication of The
Cousteau Society Inc. It was submitted to
Business Insurance by an interested sub-
scriber from upstate New York who is a
member of the society.

Along with the suggestion that we run the
speciat report by Mr. Cousteau came an-
other: "Perhaps the Risk & Insurance Man-
agement Societv could discuss and dissemi-
nate this report. This might just be the ap-
propriate time for the private sector of risk
management to urge the public sector to cre-
ate an Ofice OfRisk Management.I see that
action as ecotogically beneficial and an en-
hancement of risk management."

By Jacques Cousteau

'][' HE DISASTROUS WRECK of theAmoco Cadiz has once again em-

phasized-all human undertakings are falli-
ble. Planes crash. Gas reservoirs explode.
Nuclear plants themselves, in spite oftheir
sophistication, are not always sheltered
from mechanical or human errors. It is even

possible that one day, an irresponsible head
of state will use the atomic weapon. Mean-
while, sludge is discharged into the sea, and
shiploads of arsenic, dangerous gases, defo-
liants and tetraethyl lead continue to sink.
Every year, larger and larger tankers run
aground or are victims of disastrous colli-
sions.

Scientific and technological progress
which has helped lessen disease, increased
life expectancy and improved our standard
of living, must inevitably involve an ele-
ment of risk. However, we must resolve not
to take any risks that would have irreversi-
ble consequences. There is a pressing need
to introduce into international politics, a
new concept: the management of risk.

This management would entail an assess-
ment ofthe consequences of accidents, not
only in the short term, but also for the me-
dium and long term. In effect, as long as
human beings continue to have children,
they explicitly express their desire to see
their species survive and develop.

This management of risk should start by
eliminating any risk that could pose the
slightest threat to humankind's survival.
The next step is to concern ourselves with
the management of acceptable risks. In
other words, one factor is taking all allow-

able measures to reduce the number and
seriousness ofaccidents and the other factor

is equipping ourselves in order to most effi-
ciently combat the consequences of disas-
ters that could not have been avoided. Ob-

viously, it is better to prevent than to cure;
but it is also necessary to know how to cure.

The risk of black tides, as emphasized by
the Amoco Cadiz disaster, can and should
be considerably reduced in frequency and
severity by a complete reform of interna-
tional regulations for maritime traffic-in-
spired by the existing air traffic regulations.

Ships that carry passengers and toxic or
dangerous substances should be equipped
with two engines, two propellers, two rud-
ders and t*o independent steering systems.
Tankers and boats carrying liquid chemi-
cals should be forced to have double-

bottoms. Their radars, their gyroscopic
compasses and their radio communication
systems should also be duplicated. Two

'The management of
risk should start by
eliminating any risk
that could pose the
slightest threat to
humankind's survival.'

--Jacques Cousteau
on the lessons of the

Amoco Cadiz.

qualified navigation officers should be on
the bridge at all times, the same way that
planes must have a pilot and co-pilot. The
conditions required to obtain master's,
watchkeeper's or chiefengineer's certificate
should be subjected to international stan-
dards.

At the approaches of coastlines and
straights, routes and speeds should be
directed by traffic controllers situated on
shore, the same way planes have to obey
orders from the control tower. In order to
suppress the scandalous practice of "flags of
convenience," ships must fly the flag corre-
sponding to their true owner's nationality
and have maritime insurance, with a stan-
dardized minimum cover.

Fines imposed on tankers that discharge
oil at sea should be sufficiently high to deter
captains from committing this criminal of-
fense. Although it may be debatable, the re-
cent extension of nationallimits to 200 miles

Photos: Wide World

out to sea-the so-called "economic" zone»

would at least have the advantage of al-
lowing these countries to implement the
above regulations, and to deny access to
their waters to any ships that will not con-
form.

The tonnage of tankers should also be lim-
ited, for example, to 40,000 tons. Super-
tankers maneuver with much greater diffi-
culty than smaller tankers and are therefore
more vulnerable to accidents.

Finally, the wreck of the Amoco Cadiz has
shown that the means of towage were as
equally ridiculous as the currently available
cleanup equipment for the sea. Technically,

the means and equipment exist. Ship
owners cut financial corners. Governments

passively comply. As a result, the loss of
money is greater than would have been the

cost of ensuring against such disasters in the
first place. It is about time we acted! .

Insurance policies expose language risks
By Don M. Stuart

'][10 THE RISK MANAGER of Com-pany 'X':
Many of us chuckled when we read of the

dissidents who tossed three bags of horse
manure onto the floor of the British Parlia-
ment a short time ago. The demonstration
expressed better than any words their opin-
ion of the caliber of some of the debate that
had been before the house.

While governmental issues are often
singled out for criticism, much of it fostered
by those with vested interests in the results,
we can find a great deal of horse manure in
our everyday activities.

Consider the last rental agreement you,
the RM of Company X, had to review, for
your company's leasing of a few thousand
square feet of office or warehouse space. I
recently went through one that was 49 pages
.n length-some paragraphs taking half a

Don Stuart, who recently retired afteT a
long career as risk manager at Canada
Packers Ltd. in Toronto, is keeping his hand
in ihefield as a consultant.

Sp€akind Out
page-a completely ludicrous piece oflegal
jargon, so voluminously constructed to ei-
ther totally confuse the poor lessee, or to
make it possible for its author to charge a fat
fee for its compilation. One has to feel with
some certainty that the parties of the first
part and second part could name theirterms
on one side of the sheet, if so inclined.

Or, take any insurance policy you might
pull out of its file. How many of you have
even read them to know what they say? How
many understand every bit of wording they
contain?

For example: Losses excluded-"thispol-
icy does not cover . . . loss or damage caused
by a criminal or wilful act or omission ofthe
insured." Now WHAT DOES "omission of
the insured" mean?

Or, look at the valuation clause-"the in-
surer is not liable beyond the actual cash
value of the property." We didn't pay much
attention when a contract was written three

years ago stating that payment would be for

"actual cash value. ' Then a typhoon torethe
roof off a warehouse, broke sprinkler lines
and torrential rains ruined some 200 tons of

finished stock, mostly in bags.
What is its "actual cash value"? The ad-

juster (wrongly in my opinion) said it was
material cost plus container plus labor cost
incurred plus overhead. He would not ac-
cept that actual cash value offinished goods
was selling price less only such items as
shipping expense not incurred and trade
discounts normally allowed. But, ifthe wind
hadn't blown up, the next day atleast part of
that product would have gone out the door
at selling price. Isn't that its ACV???

One can wrestle with this sort of problem
after such an event but a policy should have
more lucid terminology. (By way of com-
ment, the Factory Mutual policy, and no
doubt others, specifically says that in event
of loss, payment fcr "goods manufactured
by the insured is on the basis of selling
price.")

We risk managers hand the Royal a bou-
quet and much credit for doing something
about their policy form, to make it at least

readable to the insured. An example? The
old exculsion clause-"loss or damage to
goods occasioned by or happening through
their undergoing any process involving the
application of heat"-simplified to read-
"we won't cover damage to goods caused by
the application of heat by an iron, blowtorch
or any other process. But we will cover fire
that results from this heat. For example,
you're not covered if you scorch a shirt
while you're ironing. But if the iron sets fire
to your home, we'll cover this damage."

How about that old chestnut, "all risk"
coverage which we see and hear all around
us? "All risk" my foot! "All risk" except for
all the exclusions ofloss potentials-a list as
long as one's arm.

In a more modern arena of coverages, I
find it most difficult to comprehend just

what is being provided, which is of much
use to a company or its executive personnel
in the directors and officers liability policy.

I rather wish I could have my own insur-
ance company to run and the incentive
which ought to be present to make this
product-INSURANCE-the kind of

crystal-clear diamond it ought to be. .
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Loss prevention: More than "security
but less than total risk management

The following article is excerpted from
"Loss Prevention: Controls and Concepts."
Author Saul D. Astor is president Of Man-
agement Safeguards Inc., a national secu-
rity service with headquarters in New York.
The book, which costs $12.95, is published by
Security World Books, 2639 S. LaCienega
Blvd., Los Angeles, Calif. 90034.

By Saul D. Astor
TN THE MINDS of many, the very word
1 "security" is its own impediment. It
limits the scope of the security function.
One reason management often fails to de-
vote time and energy to preventive security
may well be the fact that it is a matter of
"security."

Security, as such, carries a stigma; the
very word suggests police, badges, alarms,
thieves, burglars and some generally nega-
tive and even repellent mentalimages. Fur-
thermore, the security role is often regarded
as peripheral to the fundamental objectives
of the company. Other functions, such as
production, sales, operations and finance,
make a more obvious contribution of

profits. They are seen as more inviting, more
important than security.

If the scope andachievements ofthesecu-
rity function are to broaden and ifthe neces-
sary involvement of management and other
personnel is to be gained for the develop-
ment and maintenance of an effective pre-
ventive security program, the image ofsecu-
rity must be substantially upgraded. And a
good way to begin is with a change of lan-
guage.

Some years ago the term "maintenance
engineer" was generally substituted for
"janitor." Oddly enough, the personnel do-
ing the job have grown to the new name;
things have been done in the name of main-
tenance engineering which would never
have been done by a janitor. And the people
attracted to the field of maintenance engi-
neering have been of a much higher calibre
than were attracted to janitorial positions.

Similarly, simply using the term "loss pre-
vention" instead o f the word "security" can
be a giant step toward improving the secu-
rity image, broadening the scope of the se-
curity function and attracting able people.
Equally important, involvement and coop-
eration in a loss prevention effort may be
gained from key employes who would shun
a security effort.

Many companies across the country have
already effected this change in the name of
the protective function. And wherever this
switch has been made, there has been a new
surge of interest on the part of the whole
company, a new spate of constructive activ-
ity toward the loss prevention objectives. In
addition, some excellent people have been
attracted to the"new" objective, with a cor-
responding increase in the salary scale for
loss prevention directors.

But a change ofname, a spate of interest,
new blood and higher pay do not necessarily
assure that needed loss-preventive objec-
tives will be achieved on a long-range, sus-
tained basis. Every effort must be made to
avoid the traps and mistakes of the past-
and to avoid the stereotyped image that so
greatly limited the role of security in the
past. Loss prevention requires a place in the
organizational chart among other functions
of top management. That place can be se-
cured by developing meaningful and effec-
tive activities of auditing, testing and truly
.preventing loss-by creating activity that
shows results and developing the means to
measure these results.

Loss prevention must not fallinto the trap
of simply "putting out fires." That is no pro-
gram. It presents no long-range objectives.
The goals and objectives o f a loss prevention
department must be well-defined, measur-
able and consistent with the objectives of
the rest of the company.

Defining the objective

But what losses should a loss prevention

Risk manager as team player: A shortstop?
Saul Astor does not discuss the term "risk manage-

ment" in his book on loss prevention, but he agreed to
Business Insurance's request to discuss how risk man-
agement fits into the corporate picture.

By Saul D. Astor

 OE UNTO THE DIRECTOR of risk management(RM) orlossprevention (LP) whose status is clearly
middle management and who must confront hat in
hand, a host of condescen(ling vice presidents or depart-
ment heads, each dedicated to his own self-interest. But

woe also unto the LP director who meddles obstreper-
ously into the affairs of every operating department of a
company. Risk management and/or loss prevention di-
rectors are relatively new kids on the executive block.

Their status and responsibilities are not yet clear. Their
authority is often vague or inconsistent and it is timely

now that their functions

and reporting obliga-

tions are given clear
shape and definition.

The attempt at defini-

tionmustbeginwiththe
recognition that risk
management or loss pre-
vention is not truly a
profit center. It is not en-
demic to the manufac-

ture of widgets, the ad-
ministration of services

or the marketing of ei-
ther. It is part of that
management super-

structure which would be superfluous if everyone else
were doing his job with intelligence, dilligence and integ-
rity. But since these three qualities may be passing into

business history, it is now the time to develop the
troubleshooter-the business shortstops who won't let

the ball get lost in the outfield. The RM or LP manager is
a shortstop.

Indeed there may be an analogy between therskman-
ager and the "expediter" in a production function. The

very existence of an expediter is proof of production

failure. You do not need an expediter except tc react to
failure. In part, the existence of an RM or LP manager is

department prevent? Should the primary
objective be very broad or relatively nar-
row?

In one company, the loss prevention de-
partment had the broadest possible objec-
tives. These included the preventicn of
losses due to:

0 Dishonesty of any sort.
0 Inaccurate record-keeping.
0 Fire and flood.

0 Poor safety practices.
0 Poor utilization ofequipmentand facili-

ties.

0 Poor utilization of personnel.
0 Inefficient procedures.
0 Poor customer relations.

0 Bad debts.

And so on, ad infinitum.

The head of this loss prevention depart-
ment cannot help getting into trouble. First
ofall, he will getinto everybody's hairtrying
to second-guess everyone in the company
on every possible decision. Instead of ireat-
ing cooperation, he will inevitably generate
opposition. Secondly, he cannot possibly
develop a systematic control on every con-
ceivable subject; consequently, he cannot
do his job without a regiment ofassistants-
which he does not have and does not really

.need.

The primary objective ofa loss prevention
department must be much narrower, lim-

ited to the prevention ofloss ofmoney, mer-

also a reflection of managerial failure.

. If risk management or loss prevention is part of the
management superstructure that needs to maintain,
above all, an objective overview of the disparate ele-
ments of a company, the risk RM or LP director cannot
report to any single self-serving element.

. If the very existence of the RM or LP direction is

indeed a reflection of other managerial failure, the RM or
LP cannot be effective ifhe is placed in a position where
he must, to survive, placate the failing department heads.

Consequently, it is my conclusion that an RM or LP
director must have no encumbrances which will mitigate
his courage or his access to the president. The RM or LP
director cannot function effectively if his job is vulnera-
ble to political infighting. In short, the RM or LP director

must report to the president or the president's surrogate,
such as the executive vice president.

Defining the functions of the RM or LP department is
more difficult than determining reporting responsibility.
Since the RM or LP manager is indeed part of the corpo-
rate superstructure, he crosses a lot of lines and sees a lot
of weakness and he may thus be tempted to venture out
of his mission parameters into areas where angels prop-
erly fear to tread. Thus, for reasons of limited knowl-
edge or political precariousness, he may engender execu-
tive resistance rather than cooperation and the resistance
may even seep back into the areas of his legitimate baili-
wick, thereby defeating his legitimate efforts.

Each company must therefore clearly define the mis-
sion of RM or LP manager and also define the manner in
which he is to work. The objective of the RM or LP
manager is normally that of effecting correction and re-
ducing vulnerabilities. Thus, for the most part, his work
should not be secretive, but rather above board.

The parameters of the RM or LP manager will vary

from company to company, depending on product, oper-

ations, experience, size, geography and the like. But the

RM or LP manager must not intrude on the autonomy of
other responsible managers in such areas as payroll
costs, capital investments, or marketing. The RM or LP
manager is a shortstop; he is not the pitcher.

Given top management support and given substantial
access to top management, the RM or LP director will

make enormous contributions to a company, providing
his mission-parameters are well defined.

chandise and materials due to dishonesty or
error. That objective is broad enough to
keep anyone busy and important enough to
justify a reasonable expense.

However, it is one thing to have an objec-
tive; it is quite another to achieve it. If secu-
rity departments o f the past had a fault, be-
sides excessively limited goals and respon-
sibilities, .t was surely a lack of system-or
organization or program, whatever it might
be called.

As emergency-oriented trouble-shooters,
these departments were so busy trying to
"put out fires" that they had little time, moti-
vation or responsibility to systematically
prevent the fires from occurring in the first
place.

Loss prevention is not troubleshooting. It
is a highly organized, reasonably precise
methodoligy of isolating exposure to theft
and other losses. It requires the highest de-
gree of planning and programming. It calls
for extensive study and analysis ofaccount-
ing and operating practices. In short, it re-
quires a comprehensive understanding of
the company's operations and a clear meth-
odology in meeting the loss-preventive ob-
jectives.

True loss prevention is thus two-sided: it
is necessary first to define closely the activi-
ties of a loss prevention department and
then methodically to program those activi-
ties.

Loss prevention
There are seven basic activities which a

loss prevention department should be ac-
tively performing and for which itshould be
responsible; seven ways of testing for and
stopping profit leaks.

These seven functions are:

• Isolating exposure to loss.
• Developing the means to minimize

such exposure.
• Auditing the means to minimize such

exposure.

0 Conducting an internal loss prevention
training program.

• Providing watchful patrol and emer-
gency action.

• Investigating suspicious or question-
able occurrences.

• Maintaining awareness of newly devel-
oped devices and procedures.

Each of these activities is an essential as-

pect ofthe developing corporate instinct for
preventing loss.

***

Making security a
top management function
Seeking to determine the stature and

structure of an average retail security de-
Continued on page 48
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PE SPECTIVE

Court holds franchise firm liable -

in ruling extending liability net
By Sidney A. Diamond city of Hartford sued the general contractor mark law in 1946.

which constructed the school and, in the The Connecticut Judge acknowledged 1 #*f-
THE DECISION ofa Connecticutludge in same lawsuit, claimed damages against that the claim of the city of Hartford was
1 a comparatively unimportant suit for both Skyway and Silbrico unique He also recognized its great poten-
damages resulting from a leaking roof on a tial importance "m the hght of the contem-
school in Hartford may turn out to have an According to the city's allegations, porary popularity of franchise agreements
enormous impact on the entire field of fran- Silbnco has hcensees for All-Weather Crete for the manufacture and sale by hcensees of
chising Whether it is a fast-food restaurant, throughout the U.S. and Canada, it exer- trademarked products "
a motel, a softdrink botthng business, or cises control over the quallty of the procuct As the published opinion pomts out, a
some other type of enterprise, the typical as well as the methods for its applicaton; trademark owner may extend the market-
franchise operation depends heavily on the Skyway followed Silbnco's specifications, ing areainwhich heexerciseshis trademark
consumer appeal of the franchisor's trade- but the All-Weather Crete product applied rights either by expanding his own opera-
mark. to the school roof was unsafe and defective tions, or by mtroducing his trademark into

A standard element in almost every fran- and the leaks resulted from the defective new territories through hcensees. When the The Connecticut court decision
chise agreement is a hcense to use the design, formulation and specifications for owner chooses the hcense route, he has a
franchisor's trademark The problem in the the product Basically, the city of Hartford duty to exercise control over his licensees may stimulate other attempts to
Connecticut case grew out of the legal re- took the position that the franchisor, bM ex- Licensing without supervision by the licen- collect damages from licensors,
quirement that a trademark owner who per- ercismg the quahty control required by sor is the legal equivalent ofabandoning the
mits a heensee to use his trademark must trademark law, became liable for defects in trademark, which means that the owner can says Sidney A. Diamond.
maintain control over "the nature and qual- the product supphed by the hcensee. no longer enforce hisrights initagainstany-
ity of the goods or services m connection Discussions about the role of trademarks one whether it is used with or without per- missed by arguing that the city of Hartford
with which the mark is used " Failure to in marketing frequently mention that the mission. The public is involved in this, be- was proceeding on an erroneous legal the-
exercise supervision over the hcensee can trademark owner stands behind his p.od- cause the appearance ofthelicensor's trade- ory. As we have Just seen, that argument
lead to the loss ofall rights m the trademark, uct, that a trademark guarantees the quallty mark on uncontrolled products is consid- failed to convince the Judge
so this requirement mustbe taken seriously of the product and so forth. Extending this ered to be a practice that is deceptive to the The case is still at an early stage, but lf
It is the basic reason for the detailed operat- to a franchise situation, it could be said that consumer. there is a decision against Silbrico after trial,
ing manuals and inspection procedures that the trademark owner, in a sense, takes re- the legal responsibihty ofatrademark Ileen-
form part of the usual franchise operation sponsibihty for the licensee's product, The judge then went into the product ha- so. for defective products sold by his li-

The leaking roof in Connecticut had been which he must do because of the quahty bility aspect of the claim According to his censee surely will be contested again on
installed on a school building by Skyway control requirements of the trademark law analysis, the license agreement between appeal
All-Weather Crete Co Skyway was the local Aside from a few suggestions in legal peri- Silbrico and Skyway guaranteed to the pub- Meanwhile, the published opinion on this
hcensee of Silbrico Corp, owner of the reg- odical articles, however, this kind of state- llc that the roofing product sold under the preliminary decision may stimulate other
istered trademark All-Weather Crete The ment has not been taken hterally as a war- All-Weather Crete trademark by Skyway attempts to collect damages from licensors

ranty, which would create hability for dam- was of the same nature and quality as it for acts committed by their hcensees. Atthe
Sidney Dtamond w a New York attorney. ages. Trademark experts agree that Con- would have been if sold by Silbrico The very least, it is hkely to lead to an increase in

Thts column ts reprinted from Advertising gress never meant to impose that kind of situation thus met the legal test for "strict product habilit> insurance premiums for
Age, a sister pubhcation of Business Insur- financial risk on a licensorwhen it wrote the product liabihty " franchisors andmdirectlyraise theprices ofall
ance. quahty control provisions into the trade- Silbrico tried to get the case against it dis- franchised goods and services

Safety... to your position " Yet 70% of the respon-
.

dents stated that they did not want addi-

i *\ tiona: responsib. hty-they wanted to be top
Continued from page 46

- 1 V mansgement, but without increased re-
partment and to establish the relationship ill

6
spor.:ibility

between the Security department and top Tt e other 30% recognized existing limita-
management, the writer's firm developed a tions and did want more responsibility, par-
questionnaire which was sent to a number ----

of large retail firms Primarily, the question- L

ticularly m the area o f loss prevention and
internal audit One of these respondents

naire sought to determine (1) security's posi- wrote, "Security should notbe a fire brigade
tion m the management hierarchy (2) how forpanicsituaticns, butatoolfor far-sighted
retail security was staffed and organized to prevention"
do its Job and (3) the major activities of the St_ch men are already close to being "top
security or loss prevention departments management "

Of 26 replies, 19 were from companies rc reach top management status, then,
operatmg department stores Seven were the security department mustexpandits ob-
from a mixture ofother types ofretail opera- -ecties, to reach these objectives, it must
tions, thus constituting too small a sample expand and change the security staff
from which to draw significant conclusions

Ultimately the sample was hmited to 17 Security authority
department stores or general merchandise

-

retail operations having sales volumes ofup .r

to $300 million peryear One company doing that they developed budgets and submitted
$800 million and another doing $3 25 billion

Wnile 80% of the respondents Indicated

them for approval, they had only limited au-
were omitted to provide a meanmgful and :hon:y to purchase special equipment Most
homogeneous sample operations or, perhaps, a sub-function if fi- systems weaknesses and irregularities and couk spend from $100 to $500 without con-

nancial control thus serve as management's consultants " stlting a superior and a few could spend up

Status in hierarchy Still, 89% ofthe responding security direc- But where lS the qualified staff to do these 8 $ L OOO
tors indicated that, in their opinion, sec irity tasks? Iftiss prevention were a top management

The first conclusion to be drawn from the should be a top management function The same respondent felt that the title of function, the ab.hty to expend money from
17 questionnaire returns was-not sur- Given that the stature of security ina de- the security department should be "

Secu- an approved budget should be the preroga-
prisingly-that secunty was not yet a top partment store organization is "just under rity and Loss Prevention," and that sucha :ive oftheloss prevention head Ifloss pre-
management function m any oftherespond- top management" and that almost all secu- department should develop extensive loss ventIon is an important vector in profit-
ing department store companies Of there- rity directors thwik they should be top man- prevention audits and reviews of procedure, making, the loss prevention chiefmust have
spondents, 90% were "security directors," agement, what must security do to move training and publicity The Security and :he aithority to make appropriate expendi-
"security managers," or "security superin- from "Just under" to "Just over" the next Loss Prevention Department, he said, zures for the eluipment and services he
tendents," while the other 10% had other rung of the organization hierarchyp should conduct reviews and research in all needs He is the pro, if he is not competent
titles store operations The new title for the de- enough to be given a free hand within his

No respondent was a vice president, partment would, he felt, provide a new budgetary restr:ctions, he should not holdStaffing as a factor
though "top management status" would surge of interest and involvement among his position Giken an approved budget, the
most hkely be a vice presidency reporting to The malor clue provided by the question- store personnel and more clearly define the effective secunty or loss prevention execu-
the firm's president or chiefexecutive offi- naire asto why security is not yeta:op man- activities ofthe department. tive should-and should be able to-use al-
cer. No responding security head answered agement function appeared in response to Certainly the task of conducting reviews located sums w.thout asking "May I,"
directly to his firm's president the question regarding staff Responses and research in loss prevention is atop man- Itis unfortunately true thatasmall minor-

Respondents almost unanimously classi- showed that the average security depart- agement function worthy of reporting to tty of companies only "go through the mo-
fied their positions as "just under top man- ment consisted of guards, store detectives, none other than the president, as this re- tions"ofapprovingthe loss prevention bud-
agement " Most security directors were re- an office clerk, a supervisor and (perhaps) spondent suggested But could these actlvi- get,then require the security executive to
porting to a vice president, though a few some fitting room checkers or package ties be conducted with present staff9 "re-Fght" virtually every allocation before
reported to a level below vice president. Ac- room attendants Clearly, mostcompanieshada"law enforce- he can make the expenditure Such poor
cording to the returns, 66% reported to an How can such a staff make a contribution ment" staff, not a "loss prevention" staff management is usually a reflection of bad
operations officer, 15% to a financial officer worthy of the rank of top management9 Is And law enforcement and loss prevention corrpany practices In such cases, the
and the remaining 21% were reporting to a this a staff of professionals and specialists, are not synonymous. groth-seeking security executive will relo-
wide variety of other executive titles Secu- or a staff of personnel in the lowest-paid A veteran railroad security director has cate at the first advantageous opportunity,
rity, it would appear, was generally re- categories of the entire company One re- said that "The more responsibilities you get makIng way fora less interested, more pas-
garded as a specialized sub-function ofstore spondent wrote, "Security should uncover under supervision, the more prestigeitadds sive replacement .



Highly protected risk property insurers are only as
good as their engineers. Which is why Arkwright-
Boston is the best. As part of the Factory Mutual
System, we have 65 engineers stationed overseas.

Very simply, this means we can give your over-

4
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A!11[WRIGm-
BOSTON
INSURANCE

seas locations the same high quality engineenng
service we provide forNorth American property.
Unusual as it sounds, hardly anyone else can.

Regional Offices: Boston, Cleveland, New York,
Chicago, Atlanta, San Francisco.
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Horan, 601[Iman
Comilanles

Two Bryn Mawr Avenue, Bryn Mawr, Pa. 19010 • (215) 527-4400
414 Severn Bldg., 8600 LaSalle Road, Baltimore, Md. 21204 • (301) 821-5900
1020 Kings Highway North, Cherry Hill, N.J. 08034 • (609) 667-9600
105 Loudon Road, Concord, N.H. 03301 · (603) 224-4009
111 John Street, New York, N.Y. 10038 • (212) 964-4500

Managing General
Agents

EXCBSS-SUPDIUS

Underwriters

@ INTEGRITY

STABILITY

RELIABILITY

f I
while an insurance policy

is a legal contract that ex-
presses our minimum re-sponsibility, there are many 
occasions when equity de-
mands that we recognize a
moral obligation beyond the
strictly legal terms and this
is always a consideration in  
our settlements:'

HENDON CHUBB

(1874·1960)

Our insurance  policy.

' 7

4

CHUSS

Group ofInsurance Companies
Ioo Wilham Street, New York, N.Y. IOO38

Commercial buyers next?

Gallagher sells cities
'protected' self-insurance

WILLIAMSBURG. Va.-Arthur

J. Gallagher & Co. has signed up
about 100 municipalities, churches
and institutions for its liability
program that incorporates self-
insurance and aggregate reten-
tions across several differentkinds

of exposures.
The next step is to sell the idea to

commercial enterprises, said

Gallagher's Jim Toner and Tom
O'Connell at the annual confer-
ence of the Institute of Risk Man-

agement Consultants.
Gallagher calls its program "pro-

tected self-insurance," cappingthe
risk by purchasing aggregate stop-

In just 16 months, the Virginia

Hospital Assn.'s reciprocal in-
surance exchange has more
than doubled its surplus, its
director tells risk manage-
ment consultants. Page 54.

loss coverage underwritten by
Lloyd's for clients. The firm be-
lieves the program provides "the

ultimate" in coverage for organiza-
tions that can afford to self-insure

but want to protect themselves
against self-insured losses in a sin-
gle policy year under several liabil-
ity policies that would result in a

bigger loss than the organization
was prepared to handle.

Thus, only a single retention is
imposed for occurrences that

might involve losses in more than
one exposure area, such as prop-
erty, liability and workers compen-
sation, or that might involve losses
at more than one location.

Typically the exposure areas

that can be combined into a single
plan include direct loss on build-
ings and contents, time element

loss, auto physical damage, con-
tractors equipment, aircraft hull,
blanket crime and builders risk,
comprehensive general liability,

professional errors and omissions,
incidental malpractice. auto liabil-
ity, aircraft liability. workers com-
pensation and medical payments
for auto and premises accidents.

Gallagher has sold the program
to 15 or 20 municipalities and some
church and other institutional

risks, as well as to about 60 Catho-
lic dioceses around the country,
said Mr. Toner.

Gallagher uses Lloyd's to under-
write the programs because it
"has never found a domestic mar-

ket willing to write the coverage as
broad as we want," observed Mr.
Toner.

Losses excluded from the pro-
grams are those of a degenerative
nature, maintenance losses, stand-

ing timber and crops, war risk, nu-
clear damage, boiler and machin-
ery, shrinkage, hospital malprac-
tice and inverse condemnation.

Underwriters have also imposed
lower annual aggregate limits on
several other areas such as flood

and earthquake and professional
errors and omissions including po-
lice professional liability.

Retentions under this program
generally run a minimum of
$100,000 for all areas, with specific

excess over that up to $500,000 for
property, $150,000 for workers

compensation and $200,000 for
auto and comprehensive generalli-
ability, with a buffer layer used for
auto and general liability from
$200,000 up to $1 million.

Gallagher, the nation's 11th
largest brokerage finn, has a con-
nection with Lloyd's through its
president, Robert Gallagher, who
is a member of LIoyd's. •

2 brokers

create firm
SAN FRANCISCO-Two for-

mer Clifton & Co. vice presidents
have established Bulkley & Hagan
Insurance Brokers. The firm will

specialize in commercial property
and casualty lines.

The offices of Bulkley & Hagan
are at One Market Plaza San Fran-

cisco, Calif. 94105. •
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alth insurance for foreign students and
trainees in the U.S. and U.S.

students and trainees abroad.

Whether it's a U.S. company sending employees overseas for
training or foreign participants coming here, special coverage
is available on a group or individual basis. Coverage like
repatriation, basic accident and sickness, major medical,
limited dental, and accidental death and dismemberment.

We've provided coverage for over 100,000 participants in the U.S. and abroad over
the last 15 years. The insurance company has the highest Best's rating and a great
deal of experience. Please contact us for more information on individual or tailor-
made group plans. Broker inquiries invited.

BROKIRS 6

INTERNATIONAL UNDERWRITERS, INC. <(S
INSURANCE BROKERS & CONSULTANTS UJ
INVESTMENT BUILDING WASHINGTON, D.C. 20005 733-790-5655

You're Right
To Identify
Solid D&0

Liability Protection
With Stewart Smith-

We Have 15Years'

Experience With
Stable Markets !
STEWART SMITH saw the urgent need for
Directors and Officers Liabi/ity coverage many years
ago, and made it available. Today, this type of
protection is a virtua/ necessity for corporation
executives. BUT, spiralling litigation
has caused some markets to withdraw and

comprehensive coverage is scarce.

We've been operating with stab/e markets
since we introduced our D&0 program. This, plus
our years of intensive experience means we
have the Directors and Officers Liability coverage
you need whether for a large or small corporation.

We will be glad to send your broker or agent
a kit giving complete information on this program.
Just clip the coupon and send it to the STEWART
SMITH office nearest you.

5

Stedrt Smitil 
Member Stewart Wrightson Insurance Group

225 Peachtree St., N.E.
Atlanta, GA 30303

8204 Elmbrook Drive

Dallas, TX 75247

Please serd STEWART SMITH

Directors & Officers Liability Kit

Broker/Agent

Firm

Addr,Kf

City 5IatP

10123-99 Street

Edmonton, Alberta TS) 3H1

One Federal Street

Boston, MA 02110

3200 W-Ishire Blvd.

Los Angeles, CA 90010

7ip

1820 Sun Life Bldg.
Montreal, Quebec H38 2X4

125 S. Wacker Drive

Chicago, IL 60606

116 John Street
New York, NY 10038

Public Ledger Building
Philadelphia, PA 19106

Grant Building
Pittsburgh, PA 15219 D
222 Cedar Lane

Teaneck, NJ 07666

1835 K Street, N.W.
Washington, DC 200)6

181 Bay Street
Toronto, Ontario M51 1 Ll

Hospital insurer passes
tests, revives market

WILLIAMSBURG-In just 16
months, the Virginia Hospital
Assn.'s reciprocal insurance ex-
change has more than doubled its
surplus and increased its assets to
a healthy $5 million.

It also has signed up 58 hospitals
in the state, saving them a total of
$1.5 rnillion, according to the esti-
mates of Stuart D. Ogren, execu-
tive director of the association.

Investment income, he says, will
total about $375,000 this year,
enough to pay most of the operat-
ing expenses of the reciprocal.

Moreover, he told the Institute of
Risk.Management Consultants at
its annual meetinghere, the Vir-

ginia reciprocal has jumped into
workers compensation insurance

f-

forhospitalsandislookingtowrite
property and boilerand machinery
business in the future as well.

Underwriting standards, he
pointed out, are extremely stiff.
"We have dropped one hospital
from our rolls and have refused to

write others," he acknowledged.

Hospitals presenting greater
risks than the norm either pay
more for coverage, reduce their
level of risk or have to seek other

markets, Mr. Ogren said. Hospitals
with approved, full-time risk man-
agement programs can qualify for
premium reductions of as much as
20%. Three participants have quali-
fied for this reduction.

The Virginia Hospital Insurance
Reciprocal has encouraged other
insurers to return to the malprac-
tice business in Virginia, aggres-
sively bidding for business, he
said.

"Of course, several hospitals
have played one company against-
another. Our bid to one hospital
was over $100,000 below the initial
St. Paul bid. After being made
privy to our bid, The St. Paul Co.
came back and reduced its initial

bid to the extent that the hospital
saved an additional $120,000 for
one year's premium," he related..

Cozy ties
a big hurdle?

WILLIAMSBURG-In the

health care field, as in the world of
corporations, cozy relationships
between trustees and insurance

brokers can often be a barrier to

even the best-laid risk manage-
ment plans.

"Conflicts of interest? Yes. Pru-

dent buying? No! Politics is poli-

ties whether in Washington, D.C.,
or in Foxtrot Memorial Hospital,"

says Stuart D. Ogren, executive di-
rector of Virginia Hospital Assn.

These cozy relationships pre-
sented a difficult problem when
Mr. Ogren set about establishing a
captive insurance eompany to un-
derwrite malpractice and general
liability insurance for the group's

hospital members.
"IfIwereaskedtoisolatethesin-

gle most difficult problem in
launching a captive, I would in all
candor have to tell you that it rests
with hospital trustees who are
tradition-bound, are insurance
brokers themselves who've been

writing the hospital's business, or
who are friendly with brokers not
wanting to give up that annual
15% commission," Mr. Ogren
charged. •

New firm offers

services to HMOs
NOVATO, Calif.-Pro-Care Plan-

ning, a firm that aims to pro-
vide services to health mainte-

nance organizations (HMOs), has
been formed by Paul R. Roberts,
who was formerly an HMO consul-
tant with the U.S. Public Health
Service.

Located in Novato just north of
San Francisco, Pro-Care Planning
hopes to increase the general
awareness of HMOs, provide ethi-
cal consulting services and pro-
vide accurate information on the
new health service vehicle.

Pro-Care will offer services in

eight different areas, Mr. Roberts
said. These include private sector
capital investment activity and
public sector financing decisions
as well as HMO marketing analy-
ses, HMO financial analyses and
HMO provider relations. .



How not to be captive
to your captive.

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

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

AFIA has been involved

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

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

eliminate the stumbling
blocks that tie-up time,
money and management.
And because we have been
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foreign insurance special-
ists for over 60 years, we
can bring the knowledge
and experience to your
captive no one else can.

Operating in more than
80 countries, AFIA can
provide admitted local
policies with competitive
rates and conditions, and
AFIA reinsurance can

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

AFIA provides the full
insurance services needed

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

COME TO AFIA.
THE WORLD'S INSURANCE COUNTRY.

AFIA

WORLDWIDE INSURANCE Wor/d Headquarters. 1700 Valley Road • Wayne, N.J. 07470
U.S. branch offices: New York · Chicago • Cleveland • Dallas • Houston • Los Angeles · Miami • San Francisco • R*Attle
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london line

Lloyd's ups financial test for U.S. names
By JOHN H. MILLER

LONDON-Lloyd's is moving

with the times in raising its mem-
bership requirements from nearly
$200,000 to $265,000 for U.S. and
other overseas names and from

$150,000 to $200,000 for British na-
tionals.

But the changes will not be effec-
tive until 1980, so they can have no

impact on the 3,000 people who are
expecting to join Lloyd's next Jan-
uary.

ThehikewillbeminimalforU.S.

applicants. When the rules were
last toughened during 1974, to come
into force in April 1975, they re-
quired $240,000 on exchange rates

current at that time.

There is also "a mini-class" of

membership for British citizens of
$100,000 which restricts them to
below-normal premium levels but
generates local interest in Lloyd's
among awiderrangeofthepopula-
tion.

Current assumptions are that ca-
pacity at Lloyd's will shoot up by
another $1 billion next year to
more than $5 billion, with the in-
flux ofnew names that will raise its

membership to above 17,300 effec-
tive Jan. 1.

Lloyd's chairman Ian Findlay

warned this summer that capacity
would have to be kept under scru-
tiny by the Committee of Lloyd's,

but that there was no immediate

intention to curb underwriting op-
portunities.

It is becoming clear that there is
still a demand for non-marine ca-

pacity, even though marine and

aviation syndicates feel their own
classes are full.

Lloyd's operates a proportional
system in which the basic show of
wealth of $265,000 allows overseas
names to write up to $300,000
worth of premium business a year.
Greater wealth (nominally up to
$470,000) allows members to write
up to a maximum limit of 5700,000

a year.
But while the actual show of

wealth does not have to be pro-

vided in cash, it is usual for syndi-
cates to require a monetary deposit
from their members before they
start writing business for them in
any particular year.

Consumer safety

New rules for consumer safety
come into force in the U.K. on Nov.

1. Department stores or othertrad-
ers can be banned from supplying
goods which are thought to be un-
safe and can be told to issue warn-

ing notices to the public if any of
their products turn out to be sud-
denly unreliable.

Stores will also have to label

goods with special symbols ifgov-
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Subsidiary of The Prudential Insurance Company of America

Pmdential

ernmentauthorities feelthis is nec-

essary for the protection of buyers
arid the names and addresses of

manufacturers, as well as first-aid
instructions for use in case of

emergency, will also have to be dis-
played.

Quality control procedures can
be imposed by consumer protec-
tion representatives if they feel this
move will help to reduce mishaps.

Paying for police

Marine insurers are being asked
to finance global police investiga-

tions into increasing activity by in-
ternational criminals.

The plan has met with a mixed
reception in the U.K. insurance
market, where some underwriters
believe cargo frauds take place so

far away from Britain that they will
be hard to detect.

But others argue that they are
losing an estimated $35 million a
year through this form of crime
and that any steps to halt the
frauds will be worthwhile.

Delegates from the U.S. and 30
other countries were given details

of the proposal when they met at
the annual congress ofthe Interna-

tional Assn. of Airportand Seaport
Police in London.

Eric Ellen, police chief for the
important Port of London, told
them: "We must take greater steps
to investigate these huge losses of
goods in transit. Intelligence re-
ports from our members reveal
that much of the frauds have to be

met by the London-based insur-
ance market.

"Because the fraudsters are so

clever, they make it hard to pin-
point in exactly which country

their plot has been hatched, but
losses are growing all the time," he
claimed.

Transit congestion in ports in the
Middle East and West Africa are

aiding the growth of this crime.

Reinsurance syndicate ,

Insurance brokers C.T. Bowring,
who are planning to link their
Lloyd's operations with Marsh &
McLennan, have joined other in-
ternational insurers to form a new

reinsurance operation in Singa-
pore with over$100 million capital.

It will be run partly by the Insur-
ance Corp. of Singapore, which
will have 30% interest with the rest

supplied by the Pohjola group of
Finland and the National Insur-

ance Co. of New Zealand and the

Bowring group.
The East Asian area has already

been closely watched by Bowring,
which has business interests in Ja-

pan, Hong Kong, South Korea,
Australia and New Zealand. .

The people who know
how to handle it in

PHILADELPHIA
are

H. C. KNIGHT & COMPANY

320 Walnut Street

923-5440
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San Diego settles claim
on fire for $750,000

SAN DIEGO-A compromise
settlement of $750,000 has been
reached between the city of San
Diego and its fire insurer, The
Maryland Casualty Co., over the
fire last February that destroyed
a 63-year-old building containing
the San Diego Aero-Space Mu-
seum.

At the same time, a settlement on
the Old Globe theater, a structure
built in 1935 as part of the Pacific
International Exposition of that
year, was made for approximately
$135,000, according to a spokes-
man for The Maryland Casualty
Co., which also insuredthe theater.

The Old Globe went down in

flames on March 8. At the time,
Robert Walters, former risk man-
ager for the city, said that the
420-seat edifice, noted for its sum-
mer Shakespeare festivals, was in-
sured for 90% of its actual cash

value with a $10,000 deductible.

A city spokesman indicated
that the $135,000 settlement was
reached without much argument.

The February fire not only de-
stroyed the Electric Building but
also wiped out much of the Aero-

Videotapes
cut losses,
earn dividend

LEMON GROVE-A loss con-

trol program involving videotapes
of actual working practices helped
EDCO Disposal System here ob-
tain a $40,000 dividend from its
workers compensation insurer.

Harry Gordon, San Diego man-
ager for Employe Benefits Insur-
ance Co., the firm's insurer, said
the dividend translated to a 26% re-

turn on pmmium.
"Ourlosscontrolconsultantsac-

companied EDCO people as they
made their routes and videotaped
their job performances, capturing
on tape their actual safety prac-
tices, both correct and incorrect,"
said Mr. Gordon.

He said that instant replays were
then shown to EDCO personnel so
that they could analyze for them-
selves what had to be corrected to

improve their safety habits.
EBI recently awarded another

"record high safety dividend" to
the California Sheet Metal & Air

Conditioning Assn. (SMACNA). The
dividend was represented an aver-
age return of 33.4% of workers
compensation premiums for qual-
ifying members of the EBI safety
merit group. •
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Space Museum, which housed in-
ternationally known vintage air-
craft such as the Japanese-Zero
and World War I biplanes.

Museum director Colonel Own

Clark told Business Insurance that

the fire damage to the museum has
been settled for approximately
$341,100 from two insurers, Indus-
trial Indemnity and Atlas Assur-
ance Co. Each insurer paid about
$170,550, said the colonel.

He had earlier told this magazine
that the museum had been insured

for only about 10% of the value of
the articles it contained.

The museum will reopen Febru-
ary 22, he said, with articles that
represent every era of aviation. .

SUITE 6101
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info for buyers
T o receive materials listed in Info forBuyers, writeto the
-L name and address accompanying each item, mention-
ing that you saw the item offered in Business Insurance.
Readers are invited to submit educational and promo-
tional material of interest to risk managers and employe
benefit chiefs for possible inclusion in the column. All
items that are free and of interest to our readers are eligi-
ble; those available at a modest cost will be considered.
Send a sample to Info for Buyers, Business Insurance, 740
Rush St., Chicago, Ill. 60611.

. The Machinery and Allied Prod-
ucts Institute has prepared a
33-page booklet Company Pro-
grams to Reduce Product Liabil-
ity: Some Matters to Be Consid-
ered. The institute says this book-
let is the product of 17 years of
MAPI involvement in the growing
problem of product liability. Sin-
gle copies are available for $5 for
institute members and $8 for non-
members. WriteMachinery and Al-
lied Products Institute, 1200 Eigh-
teenth St. NW, Washington, D.C.
20036.

. Thirty Percent of What? is the

title of a reprinted article that re-
fers to the fact than an employer's
liability in a terminated ERISA
qualified pension plan can be

measured by 30% o fthe fair market
value of the company's net worth.
For a free copy ofthe article, which

appeared in the January 1978 issue
ofFinancial Executive, write Stan-
dard Research Consultants, Stan-

dard & Poor's Bldg., 345 Hudson
St., New York, N.Y. 10014.

. Standard Research Consultants

is offering reprints of an article by
Alex Howard on Any Best Valua-
tion Method In Buy-Out Agree-
ments? For a free copy write Stan-
dard Research Consultants, 345
Hudson St., New York, N.Y. 10014.

. Concerned about your earth-

quake exposure? A brochure and
description of earthquake risk
analysis and loss control services
is published by Seismic Engi-
neering Associates Ltd. The bro-
chure outlines the company's ca-
pabilities in serving as special con-
sultants in this area of risk man-

agement. For a free copy write
Margaret Kuebler, Administrative
Assistant, Seismic Engineering
Associates Ltd., 1010 Westwood

Blvd., Los Angeles, Calif. 90024.

. Do you know ifyourhome meets
the standard for fire prevention?
Protect Your Home from Fire is a

The people who know
how to handle it in

SAVANNAH
are

PALMER & CAY

622 Drayton Street
234-6621

SEE OUR AD ON PAGE 8

checklist from Kemper which may
help you make this determination.
For a free copy write Communica-
tions & Public Affairs Dept., Kem-
per Insurance Cos., Long Grove,
Ill. 60049.

. Dwelling Approximator: Pro-

tect Your Home for All It's Worth!

is designed as a quick method to
estimate replacement costs. It is a
promotional brochure from Kem-
per, providing a worksheet and
floor plan to help agents help poli-
cyholders determine iftheir home
is insured to replacement value.
For a free copy write Communica-
tions & Public Affairs Dept., Kem-
per Insurance Cos., Long Grove,
Ill. 60049.

. Have you been hit with more
than your share of OSHA citations
and increasing hearing loss com-
pensation claims? If so, Clayton
Environmental Consultants, a
technical services unit of Marsh &

MeLennan, may have the solution
to your problems in its hearing
loss program. The program com-
bines the talents ofloss prevention
specialists, medical personnel and
environmental consultants to en-

sure a sound, effective and eco-
nomical approach to a company's
hearing loss problems. For a free

brochure outlining the program
write Richard Powals, coordinator

of business development, Clayton
Environmental Consultants, 25711
Southfield Road, Southfield, Mich.
48075.

. Stewart Smith has developed a
new coverage program providing
liability insurance coverage to
law enforcement officials in re-

sponse to the present market
crunch. For a free brochure

describing the program write Cay
Mann, Stewart Smith, 125 S.
Wacker Dr., Chicago, Ill. 60606.

. A Study of Current Collection
Practices takes a look at current

practices and procedures used by
Taft-Hartley trust funds when col-
lecting negotiated contributions
and employer compliance to writ-
ten agreements covering those col-
lections. The information was

compiled from 369 International
Foundation of Employe Benefit
Plans trust funds responding to a

survey conducted in the latter half
of 1977. Foundation members can

order the book for $4.50 or $4 per
copy for five or more copies; non-
members prices are $7.50 and $7.
International Foundation of Em-

ploye Benefit Plans, P. 0. Box 69,
Brookfield, Wis. 53005.

. Employes on strike or laid off
and social misfits are posing an in-
creasing incendiary problem for
U.S. plants and facilities. Fortuna-
tely the in-plant targets that are
most vulnerable to these special
threats have been identified and

specific proven methods for pro-
tection are available. Factory Mu-

tual has conducted a special analy-
sis of these incendiary targets and
has prepared a list of steps that a
plant can take to reduce the haz-
ard. This information is detailed in

a five-page sheet. For a free copy
write Resource Center for Loss

Control, Factory Mutual System,
1151 Boston-Providence Turn-

pike, Norwood, Mass. 02062.
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Despite some reports, Richard
Barnes says Colorado won't al-
low a captive to accept any third-
party business.
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Barnes won't fight expanded captive role
By KATHRYN J. McINTYRE

DENVER-Colorado insurance
commissioner J. Richard Barnes
will not oppose any amendment to
the Colorado captive insurance
law that would allow a Colorado
captive to insure third-party busi-
ness.

"I won't take the initiative on
third-party business, but if two or
three captives wanted to sponsor
a bill, I'd help. I wouldn't fight
against it," Mr. Barnes told atten-
dees of the fall meeting of the Cap-
tive Insurance Cos. Assn. held here
recently.

A meeting in the Centennial
State to discuss the concerns and
directions of captive insurers pro-
vided the appropriate setting for a
particular focus on the only active
domestic domicile for captives.

An about-face by the Colorado

insurance division on the issue of

third-party business-it now main-
tains that even reinsurance ofrisks

unrelated to the parent is for-
bidden-is in response to the
perceived threat of an Internal
Revenue Service challenge to the
tax deduction for premiums paid
to a Colorado captive, Mr. Barnes
indicated.

Though the revenue ruling ad-
dressing the issue of tax deduc-
tions for premiums paid to captive
insurers deals with only an off-
shore captive, few persons now ar-
gue that the ruling would not be
equally applicable to Colorado
captives. And an IRS staffer told
Business Insurance early this year
that the reasoning of the ruling
would apply in domestic as well as
foreign situations.

Commissioner Barnes, however,

...

said he had been led to believe "by
IRS people that the IRS will not
take an adverse position on Colo-
rado captives."

Moreover, a few months before
the infamous revenue ruling on
captives was issued in August
1977, a Colorado captive's transac-
tions were audited by the Denver
district office of the IRS, noted
Ben F. Durham of Coopers & Ly-
brand later. "The IRS said thecom-
pany was a bona fide insurance
company and the premiums were
deductible," he related. But an-
other issue, regarding the estab-
lishment ofreserves by thecaptive
in light of its business being in-
cluded in the parent company's
consolidated tax return, is being
appealed to the IRS, he added.

Attorney James Cameron of the
New York law firm Baker & Mc-
Kenzie also suggested that the IRS

.m/
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Rhulen offers coverage from "A" to "Z."
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ruling on captives was "ati effort to
slow you down from offshore cap-
tives. It gets you onshore where
your income is taxed and they
think there is somethingless insid-
ious to an onshore company." Still,
he suggested "there's no logical
difference to treating onshore and
offshore captives differently."

Commissioner Barnes appar-
ently now fears that is true. Not-
ing that the Colorado captive law
was designed "to meet IRS objec-
tions," Mr. Barnes conceded "if
they've changed, we need to."

The insurance commissioner's

reference to third-party business
caused some confusion, however,
especially when Colorado attorney
Joseph H. Thibodeau asserted
later, "The Colorado act permits
reinsurance of unrelated entities,
so the legislation which is invited
is for direct third-party business."

But Mr. Barnes told Business In-
surance that he does not believe
the law permits Colorado captives
to reinsure risks unrelated to the
parent company.

One captive which had re-
quested permission to accept rein-
surance from an international rein-
surance pool was turned down flat
by the insurance division, chief
examiner Lloyd Engstrom con-
firmed. The division also does not
know of any of the 29 Colorado
captives reinsuring any unrelated
risks, he said.

The act does say that captives
may accept reinsurance, Mr. Eng-
strom continued, but the insur-
ance division interprets that to ap-
ply only to the risks of the parent
company or related affiliates
which are insured first with com-
mercial insurers and then rein-

sured with the Colorado captive.
"It was included to permit front-
ing," he observed.

If Colorado captives are at some
time permitted to assume unre-
lated risks, "we'd want to take an-
other look at their capital struc-
ture," Mr. Engstrom predicted.

Currently there are no hard and
fast premium-to-surplus rules for
Colorado captives, he said. But
generally the insurance division
considers, "two-to-one very desir-
able, one-to-one is even better and
at four-to-one we start getting con-
cerned," he said. Each case is
looked at individually, he added,
to consider other circumstances,
such as the net retention.

While some may be dismayed
with the insurance division's strict
interpretation of the reinsurance
aspect of the law, Colorado captive

Continued on foilowing page
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589-6070
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Colorado captives...
Continued from preceding page
manager James A. Jaeger of Frank
B. Hall Management Co. revealed
the division is more lenient regard-
ing the premium volume require-
ments. "It's frequently misunder-
stood, but you don't really have to
write $500,000 in premiums as a

wholly owned captive or $1 million
as an association captive," he
maintained. A captive merely has
to show that it could write that

much business. In addition, once a

company has satisfied the Colo-
rado insurance division that it

needs a captive for one type of in-
surance that is not available under

reasonable terms in the commer-

cial marketplace, other lines of in-
surance or risks can be added with-

out passing a similar test, he said.
Everyone involved in Colorado

captives makes a special point of
promoting the Rocky Mountain

domicile. And Mr. Barnes made an

extra effort during his dinner ad-
dress to reassure the assembly of
risk managers and captive experts
that there wouldn't be any chilling
of Colorado's current warm recep-
tion of captive insurers, especially
as a result ofthe creation this year
of an advisory insurance board.

Though the board has policy
making power, Mr. Barnes main-
tained that considering the eco-
nomic impact of the captive indus-
try in Colorado-generating $56
million in payroll and $22.5 million
in bank deposits-no one would
want to discourage the formation
of more Colorado captives. Fur-
thermore, "the board does not
have the authority to reverse too
many of my decisions," he
stressed.

The creation ofthe board wasnot

ROLLINS BURDICK
HUNTER

Multinational Insurance Brokers

World Headquarters

10 South Riverside Plaza

Chicago, Illinois 60606

an effort to control Mr. Barnes' in-

fluence over captives either, he ex-
plained. Rather, it was an effort by
state politicians to get a foot in the
door of his office after failing to
convince the voters that his job

should become a political appoint-
ment. Mr. Barnes is the only civil
service insurance commissioner in

the country. In most states the po-
sition is an appointed one and in a
few it is an elected office.

Mr. Barnes guaranteed that any
advice or policies issued by the
insurance board will be well

founded, considering that the five
members, in addition to himself as

chairman, are knowledgeable in
insurance.

According to the provisions es-
tablishing the board, he said, two
members must be employed in the
insurance industry, two must not
have been employed in the indus-

try for two years and the fifth must
be knowledgeable in insurance.
The current composition of the
boardyieldstwo CLUs, one CPCU,
two Ph.D.s, three doctors ofjuris-
prudence and a number ofmasters
degrees, he reported.

The one message Mr. Barnes
stressed most ofall, and whichwas

seconded by other speakers on
Colorado captives, was "Colorado
captives will continue to grow."
The commissioner added a per-
sonal pledge: "I intend to stick
around. And as long as I'm here,
we'll welcome captives." •

C/CA
The Captive Insurance

Cos. Assn. is a trade group
organized to provide a fo-
rum for companies which
have created captive insur-
ance companies.

Organized in 1971 by
seven risk managers at-
tending the annual Risk &
Insurance Management
Society meeting in Mon-
treal, CICA has blossomed
with the growth of the cap-
tive insurance company
movement. Its member-

shipjumped to 126 from 84
in the last year.

That growth was possi-
ble after CICA last year re-
pealed its 100 companies
membership limit without
setting a new one. Charter
CICA member Howard T.
Weberof3MCo.recallsthe

original limit was set
"somewhat facetiously."

Recently 300 member-
ship directories, for the use
of members only, were
printed and CICA vice
president for membership
Duane E. Allen of Hanna

Mining expects to "run out
oftheseinacoupleyears."

CICA meets twice a year,
with its fall meeting open
to invited guests and its
spring meeting held exclu-
sively to members, among
whom are some ofthe most

respected risk managers in
the country.

Any insurer that was
originally incorporated to
insure the risks of its spon-
sor or the sponsor ofa cap-
tive, is eligible for mem-
bership with annual dues
of $200 plus a $100 initia-
tion fee. Captives which
have developed into third-
party insurers are also
members, including Bush
Universal's Midland Insur-

ance Co. and Armco's Bel-

lefonte Insurance Co.
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DOESYOURCOMPANYOFFER
ON:rHE=JOB TRAINING?

Many successful American com-
panies, big and small, have found that *4

company sponsored health and exercise
programs can be of great benefit to an
organization's health.

And, at the same time, help Blue
Cross and Blue Shield Plans to keep
health care costs from increasing
even more.

Company programs range from
health education, to exercises an
employee can perform at his desk, to
workouts at nearby YMCAs, to super-
vised activities at extensive company
facilities.

A good example of the latter is
Kimberly-Clark's Health Management
Program. First, employees voluntarily
go through extensive testing in
Kimberly-Clark's multiphasic health
testing facility. They receive an individ-
ualized health prescription that includes
health education and medically super-
vised exercise in the 32,000 square-foot
physical fitness facility adjacent to
corporate headquarters.

Kimberly-Clark and other bold
and imaginative companies realize one important thing: that fitness programs have the potential of
returning enormous dividends in greater health and happiness for employees. And greater productivity
from them.

It also stands to reason that if your company can institute a program to keep your employees
healthy and well, your company's health care costs can possibly be lowered.

As you know, Blue Cross and Blue Shield Plans are fighting a nationwide battle to keep costs
from running away.

Programs such as second surgical opinion, medical necessity programs, home careD health main-
tenance organizations, same day surgery, pre-admission testing and the like are in use in many Plans
with positive money-saving results. As successes are achieved, the results are shared so that knowledge
gained by solving local problems can be applied on a wider basis.

We're encouraged. The average length of hospital stays for Blue Cross Plan subscribers under age
65 dropped by almost a day between 1968 and 1977. That may not sound like much. But if the length
of stay were the same today as it was in 1968, we would be paying an additional $1,249,869,813
a year. In addition, the rate of hospital admissions for these subscribers dropped by 4.9%, representing
$554,938,847.

But controlling health care costs without sacrificing quality is a complex problem. One we all need
to work on together.

While Kimberly-Clark's program is an extensive one, there are health programs to fit any company,
no matter what its size.

Blue Cross and Blue Shield Plans would like to help you. If you would like more information
about employee fitness programs, write for the free booklet "Building a Healthier Company;'
Box 8008, Chicago, IL 60680.

Blue Shield®
Blue Cross®

ALL OF US HELPING EACH OF US.
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CIRCL dumps Gen Re
in underwriting dispute

DENVER-The Corporate In-
surance & Reinsurance Co. Ltd.

(CIRCL) terminated its agreement
with General Reinsurance Corp.
under which General Re acted as

underwriting manager for CIRCL,
which is now working with numer-
ous insurers as underwriting
agents.

An end to the General Re-CIRCL

relationship was confirmed by
Duane E Allen, a director of
CIRCL and chairman of the

organization's underwriting and

rating committee.
General Re's tenure was short

and apparently.quite turbulent.
Friction was created when General

Re didn't want to underwrite and

rate certain risks, such as for direc-
tors and officers liability and pro-
fessional indemnity, and some
members of CIRCL didn't think

they'd get fair ratings on lines that
General Re was underwriting.

In the end, General Re declined

to let other insurers participate as
underwriting agents alongside it,

demanding exclusive under-

writing authority. That was the
end of the contractual arrange-
ment, although General Re con-
tinues to be the underwriter for at

least one CIRCL participant on ex-
cess workers compensation insur-
ance.

General Re didn't want mem-

bers of CIRCL meddling in its af-
fairs as the rate-setter; the firms
wanted control over rates, even
though CIRCL's rules provide for
an appeal procedure when rates
are thought to be too high, said Mr.
Allen. Moreover, CIRCL's bylaws

don't prohibit the use of indepen-
dent underwriters by the mem-
bers.

At the end of the all-or-nothing

battle, General Re ended up with
only a small slice of CIRCL's under-
writing pie. The termination of

CIRCL's underwriting agreement
with General Re effective June 1

was duly reported to the ad hoc
committee on captives in Ber-
muda. Substituted was a new sys-
tem of using "selected, respected
lead underwriters approved by the
underwriting committee" of

CIRCL, witheach underwritertak-
ing 10% minimum of the risk under-
written to avoid the problem of
ficticious prices being set, said Mr.
Allen.

Among the underwriters now
being used by participants of
CIRCL are CNA, Liberty Mutual,
Prudential Re and Kemper Re. In-
sco, the Gulf Oil captive whose un-
derwriting arm boasts ex-Lloyd's
expert Leslie Dew, also has agreed
to work with a CIRCL partici-
pant

Rouse acquisition
Rouse Insurance Inc. of Colum-

bia, Md., acquired Albert H. Cohen
Co. ofArlington, Va., renaming the
agency Rouse Insurance Agency
of Va. Inc. and moving its office to
Fairfax City, Va. Former Cohen
president Jack Neumann was

named vp of the new agency.
Rouse is a 25-year-old independent
agency licensed in 16 states, the
District of Columbia and Ontario,
Canada.
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Crum and Forster believes of positive message will be
people ought to know that helpful to independent agents
virtually everything that contril} and brokers everywhere,
utes to the quality and vitality whether or not they represent
of life in America depends Crum and Forster.
in one way or another upon For a copy of our most recent
insurance. merchandising kit, containing

We're telling this story in a selection of materials you
television, magazine and news- can use with your own clients,
paper advertising throughout write to our Communications
the year. We think this kind Department.

CRUM&FORSTER INSURANCE COMPANIES
THE POLICY MAKERS.

Mailing addiss: Morris 16wnship, New Jersey 07960.
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WOODWORKING OPERATIONS

INCLUDING

AUTOMATED SAWMILLS

Property, Inland Marine and
Liability Coverages Available

Possible Savings of up to 50% over present costs

Working with people knowledgeable in the
Woods Products Industry

Broker inquiries invited Available in most states

FOREST PRODUCTS AGENCY COMPANY

O*79' 88 PALMER STREET

*t PHONE 203-889-2686

lf Telex 966438

NORWICH, CONN. 06360

Corporate connection smooths
claims handling: risk manager

DENVER-One of the most im-

portant step in the management
of a good claims administration
program is to select "focal points"
in the organization handling
claims for a corporate client,
designating specific individuals
within the Dlaims handling com-
pany responsible for servicing the
account.

This is the view of Jim Perino of

Rockwell Ir.ternational Corp., who
says it's important to have one per-
son to go to when there's a ques-
tion or a problem. That person can
then go to the local office of the

claims handling firm for the an-
swer or to correct the problem.

"This can make your job easier

Looking for
ways to conserve ,». , ...*
working capital? i 12*

Don't overlook

premium financing.

Premium financing.
It% good for

your business.

Ziliffifill ill

by quantum leaps," he advised risk
managers attending a session on
claims administration at the fall

meeting of the Captive Insurance
Companies Assn. here.

However, Bob Pierson of Hospi-
tal Corp. of America disagreed
with Mr. Perino's approach. He has

one contact person at Underwrit-
ers Adjusting Co., the firm he

uses, but he "would rather have di-
rect contact with the senior claims
person in the local office" when
there's a problem or a question
about procedures.

George Zacharkow, president of
Underwriters Adusting Co., in-
jected that UAC works both ways,

1

Today, with insurance costs becoming a major cash outlay,
more and more companies are finding it makes sense to finance
theirpremiums.

This way they pay for insurance as they use it. They conserve
theirworkingcapital. Open upan additional lineof credit. And
improve their cash flow.

How about your company? Can you find better uses foryour cash
than pre-paying your insurance? AFCO premium financingcan
be arranged quickly and easily-with payment plans tailored to
your special cash flow needs.

Youragent or brokercan 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 locatiois, too.

Talk over the benefits of premium financing with youragent or
broker. 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.

_SUCO

but that it is "generally in the prod-
uct liability area where we have
customers ask for a key contact
person to deal with on a regular
basis."

When the corporation contract-
ing for outside claims handling is a
multi-state, multi-product opera-
tion, added Mr. Perino, "you just
can't call the local guy in Paducah"
and say you want to talk with him
in youroffice the following day, be-

cause he doesn't have the authority
or the resources to meet the re-

quest. "It's really essential to have

a key contact person who can
make decisions and ·mobilize re-

sources," especially if you have a
large volume of claims being ad-
ministered.

Hospital Corp. gives UAC the
right to select defense attorneys for
cases in litigation, although HCA
has veto power over UAC's
choices, said Mr. Pierson.

Another risk manager said his
company is going to use regional
defense counsel, thereby reducing
the number of defense attorneys.
But there are several potential
problems with using regional
counsel, noted UAC's Mr. Za-
charkow, including the potential
for courts or juries in smaller
towns or cities to be resentful of

"the big city boys" if they're
brought in from out-of-town.

Moreover, a large volume of
claims, noted Rockwell's Mr.
Perino, always includes "a lot of
junk claims," which might make
the regional counsel idea unwork-
able because of the higher cost
involved in disposing of claims
which should be rapidly investi-
gated and thrown out or settled.

For a self-insured company. or
one using its own captive insurer,
incident reports are the key to loss
control. Both Hospital Corp. and
Rockwell continue to push for
more incident reports so they'll

have a better handle on potential
claims and losses.

- We'11 get 25,000 or so incident
reports this year," said Mr. Pierson
of Hospital Corp. He believes
HCA's risk management depart-
ment should be processing about
35,000 to 40,000 incident reports
per year. About 2% are set up as
potential claims to be investigated
and tracked.

"We hold seminars to tell people
we need these reports," he added.
"We tell them we don't look unfa-
vorably on a hospital that files
more incident reports; rather we
like it and tend to look positively
on hospitals that are filing more re-
ports to us."

Rockwell's Mr. Perino pointed
out that one difficulty in assuring
that reports of incidents reach the
right person in the risk manage-
ment department lies with the
reporting channels.

"On all non-products reports-
such as general liability, auto, and
workcomp-wedon'tevenwantto
see incident reports at headquar-
ters. We use the infamous com-
puter to track those. But in the
product area, we have a focal point
within the company (a person with
whom reports should be filed di-
rectly) and you have the field per-
son cutting across all other chan-
nels" to get the report in to this
claims manager, Mr. Perino told
his colleagues. •

Hay forms new service
Hay Associates, management

consultants in Philadelphia, has
formed Hay Communications
Consulting Service. Leonard Zim-
merman will be national director.
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-theRetailers
Diversification, innovation and change-it's qualities like these
which have made retailing one of our most unique and chal-
lenging industries.

American retailers now employ over 14 million people:
operate nearly two million outlets, and ring up a]most $800
billion in annual sales. Moreover, many of these retailers have
also expanded :nto such diverse activities as real esrate, financ-
ing, construction, distribution, and more.

Providing this dynamic industry with the insurance services so
vital for growth has been a Corroon & Black trademark for over
50 years.

In addition to arranging insurance plans for thousands of small

150 William Street, NewYbrk, N,Y. 10038 212·732-4900

*EL
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and medium size operators, we are continually developing
highly sophisticated risk management programs for some of the
industry's giants.

One such program helped a client slash insurance costs by im-
plementing comprehensive loss control procedures developed
by our safety engineering specialists.

Another maximized propertyand casualtycoverage for a lead-
ing supermarket chain. Still another provided expert insurance
and safely senices for planning and building a mammoth ware-
housing and distribution center.

At Carroon & Black, our inventory of retailing insurance ser-
vices is as dynamic as the industry we serve.

CORROON&BLACK
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Tax expert spots new openings for IRS
DENVER-The tax ramifica-

tions of using a captive to insure a
corporation's risks sometimes ap-
pear to be endless. As soon as a
corporation thinks it has suffi-
ciently designed the program to
stand up to Internal Revenue Ser-
vice challenges, a tax attorney
spots another crack the IRS could
probe.

James Cameron of the law firm
Baker & McKenzie in New York

obviously shocked some atten-
dees of the Captive Insurance Cos.
Assn. meeting here recently when

Shirt-Sleeve Forum -

Whatk A Nice Girl Like

You Doing In Insurance?
By Dinner Levison

(Asked in the Anancial district)

Janet Makowsky, Insurance Broker
220 BushSt.,SanFrancisco

Working as a unit manager at Din-
ner Levison, the best business insur-
ance broker on the West Coast. I

spent eight years at another broker,
and when it came time to move, I
knew I wanted to join Dinner Levi-
son. It's great to be identified with a
team of top-flight insurance profes-
sionals, and to work for a company
that really delivers the personal serv-
ice they promise. Why not call us ?

*ERAL INSURANCE • LIFE INSURANG,

Please Bill Me

Check enclosed

a

6 DINNER i
i LEVISON i

2
2 COMPANY

Gr
Insurance Brokers since 1915.9

220 Bush St., San Francisco, Ca. 94104. (415) 391-5422
3961 MacArthur Blvd., Newport Beach, Ca. 92660. (714) 975-0306
A Regional Insurance Broker Serving Business
Around the World. Now More Than 100 Strong

BRokERS/Risk MANAqERS/CAPTVES

PROSPECTS FOR

WORKERS' COMPENSATION

UNDERWRITING RESULTS

1978-1979

.

we predict

Improved worker's compensation
results in 19784979

Less upward loss reserve
development
Fewer legislated benefit increases
Continued strong rate increases

Strategic Information for the Insurance Professional

.

.

he alerted them to an apparently
often ignored crack.

He warned that a captive could
face an accounting nightmare as a
result of diversifying its business
to satisfy the IRS that it is a bona
fide insurance company worthy of
providing the parent corporation
with a tax deduction forpremiums
paid.

For example, a captive partici-
pating in an international reinsur-
ance pool to diversify its business
should be aware of a sticky provi-
sion of the Internal Revenue Code.

It requires that to the extent that
treaty reinsurance premiums col-
lected by an offshore captive are
for the insurance of U.S. risks, the
income should be reported as Sub-
part F income on the parent
company's tax return. Subpart F
income is treated as a dividend to
the U.S. shareholder and is cur-

rently taxable.
"You may not be able to deter-

mine this easily," Mr. Cameron
granted. "If you're reinsuring out
of London, you won't necessarily
know the source of the risks."

But all is not so bleak, he indi-
cated, for either wholly owned or
group-owned captives.

There are ways for a corporation
to hold its aces in the face of IRS

displeasure with tax deductions
for premiums paid to captives.
Cases testing the IRS position are
before the tax courts, one favor-
able precedent is on the books and
association captives are sitting
smug with a favorable IRS ruling,
however muddled it may be in Mr.
Cameron's opinion.

To protectitself, if, for instance, a
parent firm fears it willlose the tax
deduction for premiums paid to a
wholly owned offshore captive un-
der revenue ruling 77-316, Mr.
Cameron suggests it consider rein-
suring claims yet to surface from
questionable years as a group.
"Thus, if you lose the tax deduc-
tion for the earlier years, this in-
creasesyourchancesfortakingthe
tax deduction in the current year."

we offer you

50 pages of in depth analysis
Projection of impacting factors
Graphically displayed
Ability to substitute your
judgements
A valuable managing and
budgeting tool

STATE ZIP

$125.00

Conning@ Company
41 LEWIS STREET, HARTFORD, CONN. 06103

AREA CODE 203 527-1131

INSURANCE INDUSTRY SERVICES

RESEARCH AND CONSULTING

FOR INSURANCE PROFESSIONALS

However, both deductions can't be
taken, he added.

A company uncertain ofits posi-
tion with the IRS should also con-

sider"protectingarighttoarefund
of the excise tax paid on those pre-
miums," Mr. Cameron says.

The excise tax actually doesn't
have to be paid on premiums paid
to a captive in the classic configu-
ration, says revenue ruling 78-227,
which presumes there is no insur-
ance and no tax deduction for the

premiums paid (BI, Oct. 16). But a
company that decides to pay the
excise tax in conjunction with tak-
ing the tax deduction for the pre-
miums, and is later denied the tax
deduction for the premiums paid,
"may not be in a position to claim
a refund of the excise tax," Mr.
Cameron warns.

Corporations have to realize that
"the time for asking for a refund of
the excise tax, which is generally
three years, may pass before the
IRS comes to audit them," the at-
torney counsels. One alternative is
to file a protective claim for a re-
fund to keep the possibility open,
he says.

Cases testing the IRS position
are before the tax courts, but Mr.
Cameron does not offerany predic-
tions on how they may be decided.
In addition to the Ford case, appar-

ently being settled out of court,
and the Carnation case, pending a
tax court decision, Mr. Cameron

noted that Ingram Corp. and Toyo-
menka (America) Inc. are also in

legal battles with the IRS over tax
deductions for premiums paid to
their offshore, wholly owned cap-
tives.

A tax court decision on any of
these cases won't necessarily settle
the issue, Mr. Cameron cautions.
"If the service loses, it will appeal,"
he predicted, "and if the corpora-
tion loses, the IRS may want to try

and settle it out of court so there

would be a court ruling in its fa-
vor."

So far, the best case yet in the

taxpayer's favor is the 1962 Peter
Theodore case in which the tax

court permitted tax deductions for
insurance premiums which the
IRS had disallowed, Mr. Cameron

says.

Mr. Theodore, he explains, in-
sured the taxicabs he owned with

a mutual insurance company in
which he thus obtained voting
rights ranging from 74%to 89%and
ownership ranging from 86% to
93%. "In spite ofthese high percen-
tiles," Mr. Cameron points out,
"the tax court held it was a mutual

and permitted the deduction ofthe
premiums paid."

Though group owned captives
are feeling somewhat secure since

revenue ruling 78-338 sanctioned
deductions for premiums paid to
a group owned captive in one set
of circumstances, Mr. Cameron

doesn't find the ruling to be en-
tirely laudable.

The ruling, he observes, notes
that no shareholder owns a con-

trolling interest in the insurance
company. "But it doesn't explain
what controlled means. There is no

test for control. Is it 10%, 35% or
50%?" he asks.

Furthermore, "after deciding the
company is not controlled and that
there is risk distribution and risk

shifting, the ruling goes on to say

the premiums have to be reason-
able in amount and based on sound

actuarial principles. That seems to
be reaching farther than they
would with a commercial carrier,"

he says.
The point, he believes, is the IRS

is trying to "protect itself from a
situation where a group would ar-
bitrarily charge higher premiums
for the insurance." •

Captives shun investing
in exchange syndicates

DENVER-Proponents of the
New York Insurance Exchange
will apparently come up empty
handed if they try dripping into
captive insurance company coffers
for investments in the American

Lloyd's.
Risk managers and captive man-

agers aren't expressing any inter-
est in participating in syndicates of
the new exchange, which sup-
porters say could be in business as
early as the statutory date of April
1, 1979, but more likely in the fall.

An investment pitch by advo-
cates of the exchange to CICA
members at their fall meeting here
was robustly sidestepped by risk
managers and other insurance ex-
perts.

Granting that "it's great to go for
less regulation," which is one ob-
ject oftheexchange, Blades Group
president J6e Blades puzzled,
"But I can't understand why you
can do anything better for a captive
in the insurance exchange than it
can do for itself in Bermuda."

Blades is already offering captives
reinsurance business, he noted.

Exchange backer Joseph Fahys
of 1VIarsh & McLennan answered,
"It's not better than Bermuda, it's
another way." As a new market,
the exchange will create new ca-
pacity, Mr. Fahys maintained.

Consultant Joseph A. Destein,
president of his own newly formed
Risk Sciences Group, agreed with
Mr. Blades that Bermuda already
offers captives enough opportuni-
ties to expand their business
through various reinsurance facili-
ties. "As a general matter, I don't
see any activity a captive could do
in the New York Insurance Ex-

change that it couldn't do in Ber-
muda at a lower cost and with a tax

advantage," the former Anistics
president said.

The tax implications of a Ber-
muda company investing in the
New York exchange were also
questioned. Howard T. Weber, di-
rector of insurance at 3M Co., ob-
served that the profits earned on a
Bermuda captive's investment in
the exchange would be subject to
the U.S. 30% withholding tax. .

The people who know
how to handle it in

PORTLAND,ME.
are

MORSE, PAYSON & NOYES

57 Exchange Street
775-7211

SEE OUR AD ON PAGE 8



HOW DO YOU KNOW IF
YOU HAVE THE RIGHT

THE INSURANCE BUYER'S ERISA QUIZ
Il Does your policy limit coverage to persons defined as liduciaries?
0 Does your policy limit coverage to wrongful acts of insureds only?
0 Does your policy provide defense costs within the limits of liability?
0 Does your policy limit loss to damages by definition, and exclude non-pecuniaryclaims?

[3 Does your policy by definition exclude employee benefits liability losses?
0 Does your policy include outside persons as insured fiduciaries?
0 Does your policy contain a limited retroactive acts exclusion?
0 Has your policy been purchased without the advice of competent legal counsel whohas rendered an opinion in writing as to which contract he felt offered the broadestcoverage?

If the answer to any of the above questions is
cers Policy may serve the best interests of the"Yes" the chances are you have probably pur-
insurance carrier and the broker, but it maychased the wrong policy. And the real problem
not serve your best interest because it may notis that you will probably never know until you
give your people the complete protection ashave an uninsured loss.

provided by the RI.A. form. The responsibil-How do you know you have the right fiduciary ities of persons covered under each policy areliability policy? There's only one way -to com- quite different; in fact the law (ERISA) man-pare. Remember - all policies are not created dates this conflict. PiA. does not deal directlyequal. While all contracts may appear to be with insureds, but we will be happy to makesimilar, there can be substantial differences in our facilities available to your agent or broker.their terms and conditions -differences which
Before the enactment of ERISA, your sole re-can be very significant -and costly. And, un-
sponsibility was the guarding of corporate as-fortunately, it's impossible to compare policies
sets. But now, because of this law, (ERISA)without a thorough understanding of the law.
you are faced with the tremendous additional(ERISA)

The Professional Indemnity Agency, direct
sets of your directors, officers and other em-
responsibility of protecting the personal as-

Lloyd's correspondents, is one of the very few
ployees. You've got to be sure. You'Ve got toinsurance underwriters qualified to make sound
compare. You've got to talk to the experts...recommendations. Fiduciary liability coverage NOW!is our business- our only business. We under- stand this is a difficult business -and we re-

3901 North Meridian Street
Professional Indenmity Agencyfuse to take the easy way out. Combining a
Indianapolis, Indiana 45298Fiduciary Liability and a Directors and Offi-
Tel. (317) 924-5311 (212) 421-2033
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dates for buyers
NOV. 3. RIMS and the U.S. Cham-

ber of Commerce sponsor a semi-
nar on Achieving Solutions to the
Product Liability Dilemma at the
Dunfey Hotel in Atlanta. The
morning session is designed to ex-
plain how to influence legislators
while afternoon sessions feature a

panel discussion on product liabil-
ity and workshops amplifying the
morning's topics. Cost is $95. Con-
tact Risk & Insurance Manage-
ment Society, 205 E. 42nd St., New
York, N.Y. 10017; phone 212-557-
3226. The seminar will be repeated
in San Francisco Nov. 30.

NOV. 8. The Northern California

chapter of CPCU will sponsor its
30th annual all-industry day at the
Hyatt Regency Hotel in San Fran-
cisco. Seminars will cover such

topics as workers compensation,

self-insurance, property manu-
script, reinsurance, captives, liabil-
ity for offices and directors and fair
employment practices. Contact
Richard W. Smith CPCU, Johnson
& Higgins, 601 California St., San
Francisco, Calif. 94108.

NOV. 9-10. Self-Insurance and
Risk Management Services is a
seminar to be presented by Practi-
cal Risk Management in Los
Angeles. Emphasis will be placed
on the practicalities of implement-
ing, controlling and monitoring
an effective property, liability
and workers compensation self-
insurance program. Moderators
and panel members will be drawn
from the professional staff of War-
ren, MeVeigh & Griffin, risk man-
agement consultants. Contact
Practical Risk Management, Suite

205, 1700 Montgomery St., San
Francisco, Calif. 94111; phone 415-
433-6979.

NOV. 14. Insurance DistaffExecu-

tives Assn. will present a manage-
ment seminar in Chicago ex-
ploring the role and work of a
manager and career and personal
development. Cost is $25 for IDEA
and NAIW members and $35 for
non-members. Contact Melanie

Higgens, Chubb & Son Inc., 222
South Riverside Plaza, Chicago,
Ill. 60606; phone 312-454-4372.

NOV. 14. Effective Business Writ-

ing for Insurance Managers is the
name of the seminar being offered
by The College of Insurance in
New York. The instructor will be

Paul E. Sussman, director of Edu-
cation Systems Consultants and

currently the president ofthe New
York chapter of the American So-
ciety of Training and Develop-
ment. Cost is $95. Contact The Col-
lege of Insurance, Management
Program Department, 123 William
St., New York, N.Y. 10038; phone
212-962-4111.

NOV. 16. New York Insurance Ex-

change and The Free Trade Zone
is the topic of a seminar to be of-
fered by the Chicago chapter of
CPCU at the Bismarck Hotel in

Chicago. Edwin S. Overman, presi-
dent of the American Institute of

property and liability underwriters
will moderate a panel discussion
on the subject. A luncheon
honoring the 1978 CPCU designees
will follow the seminar. Guest
speaker for the luncheon is Robb

Kelley, president of Employers Mu-
tual Casualty Co. in Des Moines
and a past president ofthe national
society of CPCUs. Contact John

Magnetta, Employers of Wausau;
phone 312-366-5500.

When you're part
of a $4-billion cornpany,

it makes sense to use the i amlly name.

H 410
COMM CIAL

CR IT CLAIMS
S *VIES.

We've been part of the Commercial Credit family
for years. But our name was Chesapeake Adjusters.

We decided it's about time to adopt the family
name. Which·is the reason we'll be known as

Commercial Credit Claims Services, Inc. from now on.
Along with the change, we're expanding our capa-

bilities and services.

Claims management and multi-line claims adjust-
ment capabilities are now broadened. And. we've
expanded to include all lines of adjusting as well as
appraisals, investigations, audit and recovery services.

We work with self-insured businesses and insur-

ance markets. We can work independently or in con-
junction with your staff.

Find out about the new services behind our new

name. All are available at competitive fees.
Call or write today. 300 St. Paul Place, Baltimore,

Maryland 21202, Phone: (301) 332-3592.

COMMERCIAL CREDIT CLAIMS SERYICES, INC.

g@ CJL],8'DATA CORPORATION

NOV. 16-17. The Practicing Law
Institute is offering a program that
will consider the current status

and feasibility of ESOPs and TRA-
SOPs as possible methods to pro-
vide employe benefits and meet
corporate objectives. A faculty of
attorneys and government repre-
sentatives will also compare
ESOPs and TRASOPs with other

types ofemploye stock ownership
plans and will analyze recent legis-
lation and regulatory develop-

ments. The program will be re-
peated in San Francisco, Dec. 14-
15. Cost is $185 for program with a
course handbook; handbook only
is $20. Contact Practicing Law In-
stitute, 810 Seventh Ave., New
York, N.Y. 10019; phone 212-765-
5700.

NOV. 30-DEC. 2. Union Planters

National Bank is bringing back the
fidelity bond claim seminar due
to popular demand. The seminar,
which will be held at Rickey's Hy-
att House in Palo Alto, Calif., will
examine executive fidelity, bond
claims and related matters. Semi-

nar participants will be shown how
to file and pursue a claim, possible
consequences of the claim, the in-
surers part in the claim, legal stra-

tegies if your claim is not paid and
steps to reduce fidelity bond
claims. Cost is $495 which includes
seminar, meeting materials, lunch
and dinner Thursday evening.
Contact Union Planter National

Bank of Memphis, James A. Cook
Jr., Special Assistant for Financial
Affairs, 67 Madison Ave., Mem-
phis, Tenn. 38147; phone 901-
683-1985.

Oil Spill
bill dies

WASHINGTON-Legislation
that would have established a $200
million liability fund to pay the
cost of cleaning oil spills died
when the House and Senate failed

to resolve differences in separately
passed versions of the bill.

The fund would have been used

to immediately cleanup damage
caused by a spill. The spiller would
have been required to reimburse
the fund except in very limited
cases.

The legislation would have set li-
ability for vessels at the rate of $200
a gross ton. Facilities operating on
the Outer Continental Shelf would

have been liable for all cleanup

costs and up to $50 million in dam-
ages.

Despite the setback, Congres-
sional staffers expect similar leg-
islation to be introduced next

year •

The people who know
how to handle it in

PORTLAND, ORE.
are

JEWETT, BARTON,
LEAVY & KERN

720 S.W. Washington St.
222-1831

SEE OUR AD ON PAGE 8
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Benefit crystal ball downplays auto, legal plans
By KATHRYN J. McINTYRE

WASHINGTON-Worriedabout

when you'll have to offeremployes
group auto or legal insurance, a
company sponsored HMO and day
care for employes' children?

You can quit pacing the floor.
The top benefit managers · in the
country say these benefits, the
flexible benefit structure and a

four-day, 40-hour work week won't
be widespread in corporations
even by 1990.

But don't put your feet up on
your desk yet. By 1990, the benefits
these same managers predict will

be routine-no mandatory retire-
ment, more liberal pensions, pre-
retirement counseling, physical
fitness facilities and dental and

fully paid medical insurance-will
cost your corporation between 55%

and 60% of payroll.
These are the results of a survey

conducted by Exxon Co. of benefit
managers who are members of the

Council on Employe Benefits.
Highlights of the survey results,
which Exxon will release only to
the survey participants, were pre-
sented at the fall meeting of the
CEB in Washington, D.C., this
month.

The survey results revealed that
CEB members are accurate fore-

casters of developments in their
field.

When they were surveyed last

spring, for example, they believed
Congress would mandate that

their companies provide benefits
for pregnancy as they do any other
disability, which Congress mandat-
ed during the closing hours of the
current session of Congress.

In shelving the flexible benefit
structure as a program that won't be
widespread even by 1990, the man-
agers still predicted they would
have to adopt the benefit structure

before other corporations in the
country. The managers noted in
their predictions that various
health care costs containment ben-

efit features would soon be in

force.

Exxon took on the project of sur-
veying CEB members on the fu-

ture of employe benefits in prepa-
ration for development of a "co-
herent package of benefits," ex-
plained Frank C. Chadwick,

Exxon'smanagerforemployerela-
tions. The company wanted to look
at a"probable scenario out to 1990
of benefits to give us a perspective

on where people think it's going
and relate that to our people."

One-hundred-and-one benefit

managers participated on the first
round of surveying and 76 replied
to second round of questioning on

the 20-page survey of 148. ques-
tions.

Looking just down the road, the

The Council on Employe
Benefits, representing 164
major U.S. companies,
brings together the most
prestigious group of U.S.
benefit managers. Its pur-
pose is to "stimulate the
development and improve
the administration of

sound, progressive benefit
plans."

Intent upon maintaining
a small enough group to
allow for personal ex-
changes of information at
the private spring CEB
meeting, the group ex-
panded its membership by
only five companies re-
cently and will admit a new
member now only when
another member leaves.

There are programs corpora-
tions can support to reduce
benefits costs, benefit man-

agers are told. Page 70.

managers said dental insurance,
benefit statements identifying the
cost of the benefits and treating
pregnancy as a disability will be
routine by 1980.

Already 61% ofthe companies re-
sponding offer dental insurance,
half of them identify the costs of
the benefits to their employes and
41% said last spring they treated
pregnancy as any other disability.
But the managers estimated their
companies are ahead of the trend
by five to seven years, except for
disability benefits for pregnancy,
which are to be mandated.

The benefit managers listed a

host of benefits they expect to be-
come the norm between 1980 and

1985, including pre-retirement
counseling, a stop-loss on medical
costs to employes, second opin-
ions on surgery, nursing home cov-
erage, flextime, a work week of
37.5 hours or less, six weeks ofvaca-
tion at 30 years service and an addi-
tional floating holiday. The CEB
members expect their companies
will be three to five years ahead of

the country in incorporating these
benefits in their programs.

It will be at least 1985, however,
before any mandatory retirement
age is prohibited, the benefit man-

agers predicted, but by 1990 com-
pany benefit plans will include
fully paid medical premiums, max-
imum integration with Social Se-
curity, liberalized life insurance,
liberalized pension formulas,

physical fitness facilities, national

health insurance with comprehen-
sive coverage and contributions to

the Social Security systems based
on the employe's full wage.

Forty-one percent of the respon-
dents noted they already pick up

the full tab on health insurance

costs, but 27% stated they will
"never" accept the full bill.
Twenty-seven percent also pre-
dicted there never will be maxi-

mum integration with Social Secu-
Continued on foUowing page

Small M.G.A. needs. . .
. . .gutsy carrier to underwrite $10,000,000
SMP mass marketing premium in 44 states.
Six year loss ratiounder50%; last twelvemonths
under 35%. Average premium, $20,000 with
good spread.

P.O. Box 7000-226, Redondo Beach, CA 90277

Got a supermarket
(bowling center, discount store, shopping center, pizza parlor, tavern)

too big for you?

We haven't seen one too big for SFO to
insure. As a national general
agent providing supermarket,

bowling center, discount
store, shopping center, pizza

parlor, tavern insurance,

we prefer to insure average
to above-average risks in

good areas through "old line stock companies."

It's a broad-coverage,
competitively-priced SMP
that can probably give your

client better coverage at a Local
Agent

lower cost. (TMP in Texas).

Shop and compare. You'll
find a lot more to like about

SFO-prompt quotes through our
"in house" computer, prompt 0

policy issuance and local claim
service where needed. We

also have an excellent facility for Excess Crime and

Umbrella Liability. Contact us today for details.

THE STRAUSS FUCH

ORGANIZATION, INC.

1300 Mercantile Tower

Kansas City, Missouri 64106
ATS 80 -821-7383 or 816-47 70 m

Tell me more about how I can

help my client and at the
same time help myself.

I am particularly interested in
these areas:

SUPER- rn BOWLING

MARKETS LJ CENTERS

DISCOUNT 1-1
HOUSES LI TAVERNS

PIZZA m SHOPPING
PARLORS LJ CENTERS

The Market Makers, The Strauss Fuchs Organization,
1300 Mercantile Tower, Kansas City, Missouri 64106

Name

Companv

Addreff

Citv

Telephone

State 7in
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LONDON HAS MOVED TO
NEW YORK CITY

As the direct subsidiary of a "Lloyd's of London" broker, we are able to

offer excess and surplus line brokers direct and rapid access +0 +he

LONDON and EUROPEAN Insurance Markets, with special facilities for:
PROPERTY PRODUCTS LIABILITY

OCEAN MARINE AUTO PHYSICAL DAMAGE
ERRORS & OMISSIONS YACHTS

and many other lines

SO REMEMBER LONDON IS NOW ONLY A LOCAL

PHON E CALL AWAY

R. GREENWAY INC.,880 Third Avenue, New York, N.Y. 10022
Telephone: (212) 935-9124

Telex: 640237

Paramedical
liability.

Exxon report ...
Continued from preceding page benefit programs, company spon-
rity, though regrettably, while sored HMOs, taxes on benefits,
others commented that the action child care centers, Social Security
is a "number one priority" or else payments at 68, a four-day 40-hour
"the lower paid will get more in work week, full indexed annuities
retirementthantheydidworking." and a tax on Social Security bene-

The benefit managers expected fits.

their companies to fall back with Projecting the costofbenefits by
the pack in the speed with which 1990 based on these predictions,
they add these benefits to their Exxon estimated benefits will cost

programs, except for liberalizing 56% ofpayroll by 1990 in mostcom-
their pension plans, which presu- panies and perhaps 60% of payroll
mably will be an attempt to en- "for the more liberal companies
courage early retirement in the who are members of CEB," Mr.
face of no mandatory retirement Chadwick said.

age. The latest figures from the U.S.
At least 60% of the benefit man- Chamber of Commerce indicate

agers agreed these benefits will be that benefits cost 37% of payroll.
adopted by 1990. "But the survey is descriptive,"

The benefits and developments Mr. Chadwick observed. "It's what

the managers don't expect to see the benefits managers think will
by 1990 include group auto and le- happen, not should happen. Now
gal insurance, even ifthe employes we need to talk about what would

were willing to pay for it, flexible be best." .

Doctors aren't the only ones who require medical
malpractice protection. Current law suits attest to exposure
as well by physical therapists, blood banks, labs, clinics,
visiting nurses, social workers, emergency squads-
in short, just about any entity or individual involved in a
paramedical activity.

Shand, Morahan's Another life=saver
claims-made coverage
provides the finest liability
protection these entities coverage from
and individuals can have.

Namely because we've
custom-tailored this insur- Shand, Morahan.
ance to the paramedical
activities in question. And
the stability of our market allows
you to offer this coverage
with confidence.

All individuals and organiza-
tions involved in paramedical
activities are becoming aware, or
should be made aware, of their
liability exposure. So call on them
and offerthe coverage they need:
claims-made liability insurance
from Shand, Morahan, the profes-
sional liability professionals.

The financial life you save
may be their own.

 Shand, Morahan & Company, Inc.
One American Plaza Evanston, IL 60201 312/866-2800 Cable Shanmor Telex 72-4328

Firms can

reduce costs,

official says
WASHINGTON-Business

need not feel helpless about cut-
ting rising health care costs. There

are public and in-house programs
corporations can support and im-
plement to make a difference, sug-
gests Massachusetts public health
commissioner Jonathan E. Field-

ing.
Pointing to an almost 5% de-

crease in the rising cost of hospital
care in Massachusetts since state

hospital rate control was instituted
in 1976, Dr. Fielding urges industry
to support state regulation of hos-
pitals. "We survived a gubernato-
rial veto thanks to industry sup-
port," he told the CEB meeting
here.

Additionally, the public health
commissioner recommends that

private industry support federal
legislation to control health care
costs. "The willisn't there in every

state so we need a federal cap on
operating and capital costs," he ar-

gues.

-When-corporations-push-their
employes to sit on hospital boards,
planning agencies and Blue Cross/
Blue Shield Boards in an effort to

bring business management to the
health care industry, Dr. Fielding
stresses the employes shouldn't
then be left to their own devices.

"Talk to them about what's reason-

able to approve."
In-house, companies should ana-

lyze their health insurance pro-
grams to be sure claims are being
rigorously scrutinized and that
contracts provide for cost control
procedures, he suggests. Preven-
tive medicine programs for em-
ployes, such as blood pressure pro-
grams and paying employes not to
smoke cigarettes, could save a
health plan 10% to 15% by cutting
high risk cases, he says.

Admitting that it will be hard

for companies to institute co-
insurance and deductibles in exist-

ing health plans, Dr. Fielding
thinks "you can make some trades
with new benefit demands," to
bring these cost control features to

benefit designs. •

Work locally,
execs urged

WASHINGTON-The director

of the National Health P.olicy Fo-
rum here warns benefit managers,
"All the action on health care cost

containment can't come from

Washington. The feds are looking
to the states and you should too.
Look at what you can do on a local
level."

Some tools for controlling health
care cost increases already exist,
says Judith K. Miller, naming the

health planning and the HMO
laws. The problem is the tools
haven't been used yet to produce
the highest benefit.

The woman whose business is to

bring private industry leaders to
top federal officials to talk about
health policies doesn't want to dis-

courage benefit managers from
speaking up in Washington, how-
ever. "I sense a tremendous inter-

est in Washington to listen to you
and look to you for answers," she
told the CEB meeting here re-
cently.

Washington officials are seeking
out the opinions of private indus-

try, she said, noting that the Wash-
ington Business Group on Health,
the Chamber ofCommerce and the

Business Roundtable are all re-

spected spokesmen for the "buy-
ing authority" of the companies
theyrepresent. m



Schinnerer's Hospital Insurance Program. It's not
conventional insurance. Hospitals that rely on
conventional insurance for liability protection have
found the escalating costs unmanageable.

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

It's a total program, designed to fit the needs of the
individual hospital. We'11 show you how to combine a
self-insurance trust with an excess insurance policy
for coverage at the catastrophic level, and we'll set
them up to operate within a system of effective claims
management and patient safety. The hospital funds
the risk it can afford, transfers to us the risk it can't and
benefits by ongoing guidance of experts with national
experience

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

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

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

Victor 0.

Sthimeer
&Comparly inc.

5028 Wisconsin Ave., N.W
Washington, D.C. 20016

Introducing the frst reasonable solutiontotheproblems of hospitalliability.
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In Nassau County insurance plan

N.Y probe bares political broker fees
NEW YORK-A politically ap-

pointed insurance agent serving
Nassau County and two townships
within the county shared more

than $300,00Oin commissions with
74 politically connected agents and
brokers who did"little orno work"

to earn their fees, a state investiga-
tion charges.

The payments were made over a
four-year period by agent Richard
A. Williams of Hicksville, N.Y.,
who was broker of record for the

county and the towns of Hemp-
stead and Oyster Bay. Recipients
included two state legislators, the
mayor of a municipality within the
county and a Republican Party dis-
trict leader.

One of the state legislators re-
ceived $48,862 over the four-year

period from Mr. Williams for serv-
ing as a "trouble-shooter," al-
though he did not perform work on
the county and township accounts,
the state Commission ofInvestiga-
tion alleges.

According to the report, Mr. Wil-
liams made the payments to other
agents and brokers whose names

were on a list prepared by the
chairman of the Nassau County

Republican Party. The names on
the list were party supporters rec-
ommended by local district
leaders.

The Nassau Republican Party
Committee, chaired by Joseph
Margiotta, determined how the

money would be split among per-
sons on the list.

Between 1974 and 1978, the

Fie: *
I> ::

S ..=: I .» '.... -.

What theWohlreich & Anderson Group
is aiming for.

We're aiming to consolidate and improve our position as one of the
largest and most efficient insurance groups.

We're aiming to develop new markets through our Insurance Brokers,
Underwriting Agencies and Insurance Companies.

We're aiming to continue our policy of planned expansion and acqui-
sition where we see opportunities.

We're aiming to add to our reputation for effective solutions to insur-
ance problems for our clients.

And as our record-breaking growth in the last five years has shown
our aim has been pretty good.

 Wohireich & Anderson Group Ltd.
6 Commerce Drive, Cranford, N.J. 07016 - (201) 272-2500

Branches:

Boston, Mass (617) 426-9556
Chicago, 111. (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) 846-7023
King of Prussia, Pa. (215) 688-3532
Livingston, N.J. (201) 994-0896
Los Angeles, Calif. (213) 383-0436

CORRESPONDENTS IN ALL STATES

agents and brokers on the list re-
ceived $308,034 or 23% of the
$1,335,006 commission earned by
the Williams firm for work on be-

half of the county and two town-
ships. Premiums for the period to-
taled $9,395,997.

Most of the brokers who re-

ceived the patronage payoffs were
claimed to have performed sur-
veys ofthe county's physicalplant.
However, the state report noted
that most of the reports were oral
presentations made to Mr. Richards

and that the inspections duplicated
the work of Douglas MacLeod, the

county's insurance rnanager.
Mr. MacLeod told Business In-

surance that the physical inspec-

tions were not always duplications

4

of his department's work. He cited
two instances where persons on
the list prepared reports used to
update coverage value and one
where a fee-splitting recipient pre-
pared a protection study for a
county garage housing $10 million
worth of self-insured county vehi-
cles.

Mr. MacLeod added that

eliminating the fee-splitting would
not necessarily result in a reduc-

tion in Nassau County's insurance
costs. Mr. MacLeod was not in-

volved in the selection of the Wil-

liams Agency as broker of record
nor in the selection of persons who
would split commissions with the
Hicksville firm.

Political patronage in selection
of municipal brokers of record is

New York, N.Y. (212) 349-3020
Portland, Or. (503) 226-6525
San Francisco, Calif. (415) 981-7190
Seattle, Wash. (206) 624-6080

Southfield, Mich. (313) 569-3188

EXCLUSIVELY THROUGH AGENTS AND BROKERS

/

not a universal practice. Westches-

ter County risk manager Robert
Bieber recalled that when he

served as risk manager for the City
ofYonkers (N.Y.) heended a politi-
cally oriented "insurance advisory
committee" of brokers who con-

trolled the city's business.

Mr. Bieber went with one of the

major brokers in New York City at
a savings of$68,000 and threatened
to go to the newspapers if the city
leaders rejected the new program
in favor of the committee.

Westchester County selected its
current broker by inviting in-
terested firms to meet aset ofcrite-

ria established by an advisory
panel of local corporate risk man-
agers, Mr. Bieber said. The three
firms that best met the qualifica-
tions werethen asked to go into the
markets and the one that devel-

oped the best program was eventu-
ally selected, he explained.

The findings on Nassau County
commission fee-splitting practices
prompted the state insurance de-
partment to propose regulations
that would require agents to show
that they performed work for fees
received on municipal accounts
and to disclose fees from govern-
mental accounts to the insurance

department and the public entity.
Insurance superintendent Al-

bert B. Lewis told Business Insur-

ance that disclosure of who re-

ceived municipal insurance corn-
missions and how much will allow
voters to see whether their insur-

ance dollars are being spent effi-
ciently and encourage bids from
brokers who could do a betterjob.

"Individuals who negotiate com-
missions will have to make public
statements about thecommissions

and if they can't stand behind
these statements, they shouldn't
have the business," Mr. Lewis
said. •

Arson becomes

maior crime
WASHINGTON-Congress this

month gave final approval to legis-
lation that makes arson a major
crime in the FBI's uniform statisti-

cal crime index.

Arson is currently listed as a mi-
norcrime and as a result the 11,000
jurisdictions included in the FBI
crime index are not required to re-

port arson incidents to the FBI.
Sen. John Glenn (D-Ohio), who

introduced the legislation, said by
classifying arson as a mjor crime
public awareness of the problem
will increase and law enforcement

officials will be encouraged to take
stronger action.

Sen. Glenn's bill now goes to
President Carter for approval. .

b

The people who know
how to handle it in

COLUMBUS,OHIO
are

THE McELROY-MINISTER COMPANY

141 East Town Street

228-5565

SEE OUR AD ON PAGE 8
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Insurers argue university rates aren't too high
By REBECCA A. FANNIN

ATLANTA-Despite facing risk
managers weary of premium in-
creases without justifying losses,
insurance company executives
said universities are difficult be-

cause of high severity losses.
But university risk managers at

.heir association's annual meeting
:aid large losses have been too

scarce to justify the 1,000% rate
hikes they've seen.

Insurance executives said the

universities have difficult, low fre-
quency, high exposure risks.
Gilbert B. Kerr, vp of commercial
tines at the Commercial Union

Cos., told the risk managers that
"some of you have the coverage
you have because the insurers
don't know all the existing expo-
sures."

Mr. Kerr noted that insurers

have difficulty underwriting uni-
versity research projects, for in-
stance, because of the high sever-
ity of losshistory in someareas and
the lack of loss history to use as a
basis for rates in other areas.

The growing number of lawsuits
in athletics and multiple expo-
sures that universities have are

troublesome, noted James E. Kas-

sel, vp of Hartford Accident & In-
demnity Co.

Mr. Kassel listed several large
university exposures: college

sponsorship of liquor parties, of
skydiving, hang gliding, scuba div-
ing; alleged discrimination in en-
rollment, and athletic injuries
blamed on the universities for pro-
viding faulty equipment.

The location of universities, "is-
lands of affluence in crime-ridden

areas," is another risk, Mr. Kassel
said.

Weary of the insurance in-

dustry's attitude, risk managers
are increasingly searching for al-
ternatives. Captive insurance com-
panies are one hot topic now.

Harvard University pioneered
the move toward university cap-
tives when in 1975 it set up a cap-
tive in the Cayman Islands for hos-

pital and professional liability in-
surance for the university's affili-

ate hospitals.
In 1976, the captive was ex-

panded to write the university's
comprehensive general liability.

The University of Minnesota is
the only public institution with a

captive. The university's captive,
Ruminco Ltd. in Bermuda, writes

a $2 million per occurrence com-
prehensive and $2 million per oc-
currence professional li*ility pol-
icy. The annual aggregate limits
are $2 million for personal injury
and $5 million for professional lia-
bility.

Excess insurance of $8 million is
written by General Reinsurance
Corp.

Minnesota's captive doesn't use
a fronting company. The uni-
versity's risk manager, Orville J.
Hauge, said General Re was will-
ing to provide excess insurance
even though the captive assumes
first dollar coverage because
claims are handled by St. Paul Fire
& Marine.

St. Paul has been the university's
insurer since 1935 and retains a

portion of the excess coverage.
Policies written by the captive

INA acquires
N.Y. insurer

PHILADELPHIA-Insurance

Co. of North America, a subsidiary

of INA Corp., has acquired The
Stuyvesant Insurance Co., a New
York property/casualty company
Licensed in all 50 states.

Prior to the acquisition, substan-
:ially all of Stuyvesant's insurance
operations had been transferred to
1+0 fnr,nor n.....r.+ I

University of Illinois saves
over $2 million by self-
insuring. Story Page 74.

are on a claims made basis and

manuscript form. Mr. Hauge said
the captive also provides much
more comprehensive coverage.

He noted the university chose
the captive route rather than self-
insurance because of the political
difficulties of reserving for poten-
Ual losses in light of other univer-
sity budget needs.

Rutgers University has recently
taken a large self-insured retention
of $250,000 per occurrence for its
general liability and workers com-
pensation. That move saved the
university $150,000 in premiums,
said Stanley Tarr, director of risk
management.

Although Rutgers' largest loss

was $30,000, the university experi-
enced a rateinereaseof 1,250%dur-
ing the last 24 months. Rates for

the university's comprehensive
general liability increased from

$25,000 in 1975, to $80,000 in 1976
and to $280,000 in 1977.

Mr. Tarr said he would use the

planned joint university captive to

provide the university's buffer
layer from $250,000 to $1 million,
where rates have been especially
acute.

The University of Michigan is an-
other activist seeking captive and
self-insurance alternatives. Wil-

liam Ryan, Michigan's insurance
and risk manager, has studied the
alternative methods since 1975 and

recommended use of a captive be-
cause of the university's difficul-

ties in maintaining medical profes-
sional liability coverage and other

Accident
Prevention ...
because it takes
more than luck
to succeed.

insurance liability.
When the university's under-

writer was told of the planned cap-
tive, the insurer proposed that a
trust fund be established to pro-
vide income to the university on
the portion of medical malpractice

deposit premiums not paid or re-
served for losses. Michigan uses
the trust fund for its medical mal-

practice coverages.
Nevertheless, the University of

Michigan is continuing to study the
captive insurance alternative. •

UNDERWRITING MANAGERS FOR HARD TO PLACE

CASUALTY • PROPERTY • TRUCKS

122 MAIN BUILDING / MILFORD, OHIO 45150
(513)831-RISK TELEX: TWX 810-460-8322

Some things are best left to the experts  
We're also experts in...
• Accredited Industrial Hygiene

Laboratory Analysis
• Air and Water Pollution

• Claims Management
• Fire Protection Engineering
• Industrial Hygiene
• Noise and Vibration

• Occupational Health

NATLSCO

National Loss Control Service Corporation
Long Grove, Illinois 60049 · 312 1540-2400

• Product Safety
• Safety
• Trainingand Education
• Ventilation Design

Call NATLSCO TOLL-FREE:
800-323-9585

Consultants to management.

a subsidiary of

KempeR cORPORaTIOn

r
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World-Wide Well Control Specialists
Insurance against disaster... control of well, clean up and
containment expenses, seepage and polution liability, re-
drilling expenses and physical damage. Land and offshore,
anywhere in the world.

r

- TheWetzel

LR Company, Inc.2060 South Post Oak, Suite 2400

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

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

Only through Agents /Brokers

University reiects 'investment'
for savings by self-insuring

ATLANTA-The University of
Illinois saved $2.3 million by self-

insuring its public and profes-
sional liability risks after commer-

cial insurers refused to provide
coverage at an acceptable cost.

Director ofinsurance James Gal-

livan told the annual university
risk managers' conference that the

university paid $62,500 for $1 mil-
lion per occurrence public liability

coverage for fiscal year 1975-76.
Professional liability coverage of
$500,000 cost $543,250, but the
claims were handled by the in-
surer.

In June 1976, Mr. Gallivan re-

ceived two bids for coverage on
both public and professionalliabil-
ity that weren't very welcome.

The first offered claims and loss

control services on a cost-plus ba-

sis, requiring a premium of $1.42
for every $1 in claims payment or
defense cost.

The second was no more favor-

able. The university would have
been required to assume a profes-
sional liability of $2 million per oc-

currence and $5 million per year.
The policy provided only $1 mil-
lion in coverage a year and carried

a premium of $786,299, including
claims and loss control services.

Through lengthy negotiation
with a third insurance company,

the university developed a third
option, a retrospective rated plan
that required a deposit premium o f

GERLING GLOBAL

REINSURANCE CORPORATION
U.S. Branch

is pleased to announce

the opening of its new

NEW ENGLAND BRANCH OFFICE

3 FANEUIL HALL MARKETPLACE

BOSTON, MASS. 02109
Tel. 617-367-1600

Telex 92-1823

Serving the Property and Casualty
Facultative Reinsurance requirements

of the New England area.

GERLING GLOBAL OFFICES INC., U.S. Manager
717 Fifth Avenue, New York, N.Y. 10022

Tel. (212) 752-8900 Telex 1-2071 or 1-25006

$6.6 million for two years coverage.
With favorable loss experience, the

minimum premium would have
been $4 million for two years, Mr.
Gallivan said. Unfavorable loss ex-

perience would be charged on a
cost-plus basis up to a maximum

premium of $12 million for two
years with a maximum coverage of
$15 million per year, Mr. Gallivan
said.

This plan was presented to the
university's financial officer, Mr.
Gallivan said, but the university
was unable to come up with the

$3.3 million deposit premium for
one year.

Instead, the University ofIllinois
set up a self-insurance program in
August 1976 with funding at $1 mil-
lion for all claims. A firm was hired

to handle claims investigation ser-
vices.

Based on recommendations by
an actuarial firm, the university in-
creased its funding for self-
insurance to $4.3 million for fiscal
year 1977-78. The funding was
$2.3 million less investment than
required with the retro plan.

Another advantage of self-
insurance, Mr. Gallivan noted, is
that the university retains the en-
tire fund for claims and expense

and benefits from investment in-

come of the reserve fund.

Three funds were established for

the self-insurance program. The
funding requirements for publicli-
ability were 14% or $580,000 for

public liability, 32% or $14 million
for a hospital trust fund and 54% or
$2.3 million for medical profes-
sional.

Less than 7% of the allocated

funds were committed to ex.

penses, claim payments and re-

serves for pending claims; 93% of
the funds were reserved for in-

curred but not reported claims.
Claim experience for the univer-

sity during 1977 has resulted in one

of the most favorable years for
some time, Mr. Gallivan said. But
he noted that the discovery o f un-

suspected claims in malpractice in
the next few years may change that
assessment.

No claims in either hospital and

medical liability or public liability
were paid during 1977.

Mr. Gallivan said it is too early to
accurately predict the ultimate ex-
perience for the first two years of
the self-insurance operation but
he expects it will be sufficient to
cover the liabilities. •

J&H investigates captive
for Eastern universities

ATLANTA-Eleven Eastern uni-

versities have employed John-
son & Higgins to conduct a feasi-
bility study for setting up acaptive
insurance company to write buffer
layers.

The study has not been complet-
ed, but it is expected that the cap-
tive will write a buffer layer of in-
surance above a $250,000 self-
insured retention and below a $1
million umbrella layer. The captive
study should be finalized by De-

County forms
risk poo 1

ORANGE, Calif.-A new joint
powers authority called the
Orange County Cities Risk Man-
agement Authority has been
formed here.

Rod Sackett, directorofmanage-
ment services for the city of
Orange, said that the JPA, which
has been in existence since early
July, will ultimately coverliability,
workers compensation and em-
ploye medical insurance.

Only liability risks are presently
covered but workers compensa-
tion coverage will be in operation
in five to six months, he said.

Six cities-Orange, Westminis-
ter, Cyprus, Laguna Beach, Irvine
and Tustin-are currently mem-
bers.

Two other cities, Santa Ana and

Los Alamitos are interested, said
Mr. Sackett, noting it is hoped all
26 cities in the county will join at
some time.

"Five of the cities have a reten-

tion of $100,000," he told Business
Insurance. "The city of Orange has
a $250,000 retention, four of the ci-
ties have $5 million in excess ofthe
$100,000 retention."

He said that Orange and Irvine
have a $5 million retention in ex-
cess of the $5 million.

Risk manager for the new JPA is
Ross Oliver, former risk manager
for The Signal Cos.

Mr. Sackett said that the JPA is

taking a look at LTD. .

cember.

Although the universities study-
ing the captive approach have
agreed to silence about who might
join the captive, Business Insur-
ance learned that Columbia Uni-

versity and New York University
are interested in participating.

Rutgers University would also
join the captive. Rutgers' director
of risk management Stanley Tarr
spearheaded the move toward a
captive.

"I've been so devoted and excit-

ed about this concept (of starting a
captive)," Mr. Tarr said. "We might
not have the strength of numbers,
but we will do something. It may
not be a captive, it may just be a
cooperative gesture.

"The insurance product is over-
priced and our probabilities ofloss
are so slight that a captive would
be worthwhile," Mr. Tarr added..
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Pregnancy benefits...
Continued from page 1
peals ruled that pregnancy had to
be included in disability plans on
the same basis as any other sick-
ness.

While some plans may already be
in compliance with the new law,
the vast majority of benefit plans
will have to be overhauled because

they either provide inequitable
pregnancy benefits or do not even
include pregnancy as a benefit,
said a spokeswoman from Hewitt
Associates, the national consulting
firm based in Lincolnshire, Ill.

A Hewitt survey published last
year of 150 firms found that of 30
majorcompanieithat had changed
their disability plans between 1975
and mid-1977, 43% still failed to

provide pregnancy benefits.
The measure would require em-

ployers offering disability plans to
include pregnancy in their plans
on the same basis as any other sick-
ness. An employer, however, that
does not provide a paid sick leave
program would not have to pay
pregnancy benefits.

The bill also will outlaw paid sick

leave programs that limit benefits
for pregnancy to a shorter period
than other disabilities. An em-

ployer could not, for example,
limit disability benefits to six
weeks for a pregnancy while pro-
viding up to 26 weeks of benefits
for other illnesses, as some plans
now do.

More significantly, medical and
hospital plans will have to be re-
vised i f they cover pregnancy on a
different basis than other sick-

nesses.

Medical plans

An employer, forexample, could
not limit hospitalization coverage
to $500 for pregnancy-related ex-
penses while paying up to 80% of
expenses for other illnesses. Bene-
fits must be provided equally un-
der the proposal.

However, companies without
medical or hospitalization plans
will not be required to begin such
plans under the pregnancy bill.

As soon as President Carter

signs the bill, it will be illegal for an
employer to refuse to hire or pro-
mote a woman because sheis preg-
nant or to force a woman to take

maternity leave if she is able to
continue to work.

One huntred eighty days from

the law's effective date, employers
will have to begin to provide equi-

table disability, medical and hospi-
tal benefits to pregnant employes.
This six-month phase in period
was the result of strong pressure
on Congress by business groups
such as the National Assn. of Man-

ufacturers.

Although the measure had
cleared the House and Senate by
huge majorities, the proposal al-
most died in a conference commit-

tee over the politically volatile is-
sue of abortion.

The original House passed bill
included an amendment by Rep.
Edward Beard (D-R.I.) that em-
ployers would not be required to
pay benefits to a pregnant woman
who decided to have an abortion.

The Senate was firmly opposed to
such a restriction.

Ever since the bill passed the
House in July, staff members of

INA subsidiary
INA Corp. has formed a new

property/casualty subsidiary in
Ireland to provide coverages for
American-owned industrial and

commercial interests in Ireland

and to serve the Irish brokerage
community. The managing direc-
tor of the Insurance Co. of North

America (Ireland) Ltd., headquar-
tered in Dublin, is Michael A.
Byrne, formerly manager of Mun-
ster Insurance Ltd., in Limerick.

the Senate Human Resources

Committee and the House Educa-

tion and Labor Committee have

been meeting to work out a com-
promise-

Several attempts at compromise
failed. One source said Senate con-

ferees were in a weak position be-
cause House members were will-

ingtoletthebilldieunlessthebulk
of the tough anti-abortion lan-
guage remained in the final mea-
sure.

On the day priorto adjournment,
the conference committee ac-

cepted a compromise worked out
mainly by Sen. Williams that gave
the House members most of what

they had been seeking.
Under the compromise, an em-

ployer would not have to provide
medical and hospital benefits to a
worker who had an abortion unless

the woman's life was endangered

4

by the pregnancy.
However, the employer would

be required to provide health in-
surance coverage to a woman
whose abortion resulted in medi-

cal complications.

6-year battle

Employers, though, would have
to provide sick leave or disability

benefits to an employe who has an
abortion even where the abortion
was not needed to save the

woman's life.

Furthermore, the bill doesn't

prevent employers from voluntar-
ily providing full benefits for any
employe who has an abortion.

Passage ofthe bill caps as'x year
legal and Congressional battle. A

- class-action suit filed in 1972 by 43

female employes of General Elec
tric Co. charged that GE dis
criminated against them on the ba-
sis of sex by exclud'ng pregnant
female employes from the frm s
disability plan.

GE forced its female employes to
take unpaid maternity leave at the
end of their sixth month of preg-
nancy. At the same time, the GE
plan paid benefits to men who took
time off to have hair transplants.

A lower court agreed with the
plaintiffs that the GE plan was dis-
criminatory against women. How-
ever, in December 1976 the Su-
preme Court ruled that the GE
plan was legal because it made a
distinction of a disability (preg-
nancy), not on the basis of sex.

After the Supreme Court deci-
sion a drive began to overturn the
ruling as well as to prohibit dis-
crimination in medical and hospi-
tal benefit plans. The GE case only
involved a disability plan.

The Senate passed the preg-
nancy bill in September 1977 and
the House followed suit this July.
Pres'dent Carter is expected to

s'gn the leg'slat'on since Adminis-
tration offc'als testfed on behalf

of the b'11 during congressional
hear'ngs last year. •

-0
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Sen. Harrison Williams of New

Jersey forged the abortion com-
promise that cleared the way for
the passage of the pregnancy
benefits bill.

Fluor Corporation and The Equitable:
50 years and still nowing.

At Fluor, a prime contractor on the Alaska pipeline
job, Equitable group insurance has passed the
toughest test of all-the test of time. The reasons
are simple.

Flexibility-We grow with each client. Every plan
is designed to meet special needs. We work hard to
keep innovating and adapting.

Service -We measure ours in layers: group held
specialists give personalized local attention- backed
by Home Office support and resource staffs; service
centers and benefits-paying offices are strategically
located to provide at-hand response for smooth
planoperations and claims handling; and the bottom
layer- our insistence on the latest in computer
technology.

Cost Containment-An Equitable commitment
and major concern. We believe the best approach
is a coordinated contractholder/Equitable effort
toward the mutually agreed-upon goal. It begins

with effective plan design and is sustained by
efficient claim administration.

Equitable group insurance has been a long-
standing asset at Fluor, and it is becoming a new-
found advantage for even more companies. In
the last four years, The Equitable has been #1 in
sales of new group life and health insurance and
pensions (measured by new premiums and con-
siderations)- a tradition with a growing future.

To find out more about making Equitable group
coverage a working asset for your company,
contact your local Equitable representative.

AmericaVI group (37
company !01 the CEQUKABLE)

4th year in a fo,v. \/
The Equitable Life Assurance Society of the United States; N.Y., N.Y.
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Southern

California

Group Legal
Services

Directory
from the JIL Los Angeles
County Bar Association

NEW!
1stOF ITS KIND!

* Helpful hints on how to
choose a group legal plan

* Summary of types of plans
and services

* Specific information on
group legal providers in
Southern California

GET YOUR FREE
COPY TODAY!

call or write

Los Angeles County
Bar Association
606 South Olive

Los Angeles, CA 90014
(213) 620-6200

Fishing in Troubled Waters?

r

"OCCURRENCE BASIS"

PROFESSIONAL LIABILITY
PRIMARY OR EXCESS . . Hospitals, Industrial, Surgical, X-Ray,
Abortion, Dialysis, Mental Health, Drug & Alcohol Abuse Clinics, are but a
sampling of the Professional Liability risks that we believe are best served by
an "occurrence" basis policy format. We invite your inquiries and submissions
on these and other Medical Professional Classes.

For further information or applications call or write .

COVER CORPORATION
30161 Southfield Road, Southfield, Mich. 48076 - Tel.: (313) 644-3200, Telex 23-5635

Product liability . ..
Continued from page 1
slapped with a special tax.

The second amendment would
permit businesses to carryback a
product liability loss for up to 10
years. The current carryback limit
is three years. This change in the
tax code would go into effect Oct.
1, 1979.

Loss carryback
A loss carryback permits a com-

pany which has been the victim of
an uninsured product liability
award to obtain a refund on taxes
paid in the past year, providing the
company has a net operating loss
in the current year.

Increasing the carryback period
will help some businesses, said
Paul Kipp, president of the Risk &
Insurance Management Society
and insurance manager of U.S.
Gypsum Corp. in Chicago. "But it
won't solve a lot of problems since
there is a very limited need for that
kind of relief," he added.

Robert Goshay, executive direc-
tor of Marsh & McLennan's Prod-
uct Liability Council in San Fran-
cisco, said the carryback provision
won't be very helpful. "Increasing
the length ofthe carryback period
is not going to help the small busi-
ness that has a liquidity problem

01 8

Sen. John Culver believes the
th,eat of an accumulated earn-
ings tax may have deterred some
firms from reserving for product
liability claims.

caused by a product liability loss."
On the other hand Mr. Stayin of

the SEecial Committee for Work-
place Product Liability Reform
thought an increase in the carry-
ba:k period will help those busi-
nesses that suffer a catastrophic
loss and earned profits in the last
10 years.

Sen. Culver's second amend-
ment calls on the Treasury Depart-
ment to issue regulations to make
it clear that businesses can set
aside a reasonable amount ofafter-
tax income to pay for product lia-
bility claims.

Present law

However, businesses would not
receive tax deductions on money
put into the reserve and they
would be taxed on any income
generated by the reserve.

In order to encouragebusinesses
to dis:ribute after-tax income in
dividends, the Internal Revenue
Service has authority to slap busi-
nesses with a special tax on re-
tained earnings beyond what is
reasorably needed to meet a firm's
expenses.

However, the tax is not imposed
if:he businesses can prove the ac-
cumulated funds are needed to pay
for suah expenses as debt retire-
ment, litigation and investment in
new equipment.

The tax code, though, does not
specifically spell out that product
liability claims are an expense that
a business can reserve for without
being hit with the excess accumu
lated earnings tax.

According to an aide to Sen.
Culver, some businesses may have
been inhibited from setting up
funds to pay for product liability
claims for fear of being hit with the
accumulated earnings tax.

"We wanted to remove any un-
certainty by making it clear that a
company can set aside a reason-
able amount of after-tax income
for product liability without being
subject to the accumulated earn-
ings tax," the aide said.

Treasury's questions
4 Treasury Department official,

while understanding Sen. Culver's
concern over the excess earnings
provision, questioned the need
for Congressional legislation re-
quiring Treasury to draw up regu-
lations.

The official pointed out that he
believes there is no question that
the existing statutes permit a busi-
ness to accumulate a reasonable re-
serve to pay for product liability
claims.

The Treasury Department offi-
cial o oserved that he had never
seen a case where a company had
been required to pay a tax on the

earnings it had accumulated to
meet product liability expenses.

And Marsh & McLennan's Mr.
Goshay said the excess accumu-
lated earnings tax has not been a
deterrent to businesses that want
to retain funds to meet legitimate
business needs.

While debate continues on the
significance of Sen. Culver's pro-
posals, the spotlight now shifts to
what Congress will do in the next
session in the area of product lia-
bility.

Mr. Goshay feels "not much" is
going to happen because Congress
is going to have to devote an enor-
mous amount of time sorting out
the implications o f the tax cut bill.
"Specific product liability legisla-
tion won't be quickly coming," he
reasoned.

One Capitol Hill staffer observed
that with the passage of Sen.
Culver's legislation there will be
the feeling in Congress: "We've
done enough. Let's go on to some-
thing else."

But Jim Mack of the National
Machine Tool Builders Assn. said a
major effort will be made to get
product liability relief by concen-
trating on several fronts.

Mr. Kipp ofRIMS said there still
is an urgent need for legislation
that will allow companies to de-
duet from their federalincome tax
funds paid into a product liability
reserve.

Sen. Culver attempted to attach
such legislation to the tax bill, but
his last-minute maneuver failed
when the Senate parliamentarian
ruled the Iowa Democrat's amend-
ment non-germane. •

Malpractice
rates reduced

TOPEKA, Kan.-Doctors and
hospitals in Kansas insured
against medical malpractice by
companies that use Insurance Ser-
vices Office rates will be spared
large increases in their claims-
made policy premiums under a
rate reduction filed by ISO.

About 10% of the doctors and
hospitals in Kansas will be af-
fected.

The decrease in rates for doctors,
effective Oct. 1, are 44.4% for new
Kansas doctors and 17.6% for cur-
rent Kansas doctors. Dec. 1, hospi-
tals will get rate reductions rang-
ing from 45.3% to 56.6%.

Still, premiums paid by most of
those affected will merely "stabi-
lize or continue to increase as the
coverage afforded by their claims-
made policies continues to in-
crease with each renewal period,"
observed insurance commissioner
Fletcher Bell. •
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how to handle it in

WEST VIRGINIA
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MCDONOUGH-CAPERTON-
SHEPHERD-GOLDSMITH
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N.Y. exchange...
Continued from page 1

tion of the exchange, they will di-
minish broker interest in the ex-
change."

"The only thing the brokerage
industry wanted and continues to
want is equal representation. We
don't want to dominate or be

dominated," said Tom Clark of
Johnson & Higgins, president of
the Insurance Brokers Assn. of the
State of New York.

The five-three split between un-
derwriting and brokerage mem-
bers of the board of governors is
not an important concern, ob-
served Johnson & Higgins vp and
director David Winton, provided
the four public members of the
board are "truly public." Mr. Win-
ton was the sole broker representa-
tive on the Committee of 13 at its

October meeting, serving as an al-
ternate for Marsh & McLennan

chairman L. Patton Kline.

Public members

It is anticipated that the four
public members of the board will
hold a balance of power between
the underwriters and brokers.

However, the committee has not
yet determined whether the public
members will be selectedjointly or
separately by the underwriting
and brokerage board members.

Separate selection of public
members by the underwriter and
broker representatives to the
board would be"terrible," Mr. Kra-
mer said. "To have people charac-
terized as 'my man' or 'your man'
defeats the purpose."

If the constitution is drafted so

that the public members are not
neutral, "I'm against it," Mr. Win-
ton said. If the public members
were split two-two, it would result
in a "permanent schism" on the
board of governors, he added.

The four public members should
be "absolutely high level neutral
people," Mr. Winton urged. "They
should be four Eisenhowers."

Because the committee is so

heavily weighted in favor ofunder-

writers (eight members are insur-
ance company representatives), it
would have been difficult to pro-

mote equal broker and underwri-
ter representation as a just solu-
tion, Mr. Winton said.

However, he added that he could
understand the insurance com-

pany position that brokers could
come to dominate the exchange
through formation ofa larger num-
ber of syndicates than insurance

companies form.
The committee decided that

none of the five underwriter mem-

bers of the board could be brokers

or come from syndicates managed

by brokers. It also agreed that none
of the three broker governors
could come from a brokerage firm
owned by an underwriting syndi-
cate or an insurance company.

Sustaining brokers

Only sustaining member bro-
kers will be able to elect the three
broker members of the board of
governors. Sustaining members
will pay a membership fee tenta-
tively set at $10,000, according to
Mr. Lewis, and will be able to clear
business on behalf of other bro-
kers.

The committee also created an
"associate member" broker class.
Associate members will pay a
membership fee tentatively set at
$1,000 and will be able to clear
business only on their own behalf.
rhe committee also created the

"non-member affiliate" designa-
tion so brokers not licensed in New
York could have access to ex-

change facilities through a sustain-
ing broker but not conduct busi-
ness on the floor.

As Mr. Kramer foresees the

exchange's operation, associate

members would tend to use sus-

taining members to clear business
forthem sincethe sustaining mem-
bers will have better knowledge of
the underwriting floor, control a
larger amount of business and
therefore be in a better position to
negotiate.

However, he said associate mem-
bers will still cometo theexchange
floor, but with less regularity than
sustaining brokers. When the ex-
change gets into full operation, Mr.
Kramer sees it having 60 to 70 sus-
taining members, with several
hundred associate members.

Some brokers have expressed
concern with the difficulty of ob-
taining information about the ex-
change and that broker representa-
tion on the Committee of 13 is lim-

ited to one member.

"We'd like to see (the committee)
more out in front because our fu-

ture is involved," said Bert Linder,
executive vp at Schiff Terhune In-
ternational. "Clients ask us what's

going on and London people ask
us. But Marsh & MeLennan (the
only brokerage firm with a repre-
sentative) is the only source we
have to find out what's going on.

"This is a major development
and everyone is sitting by," he
complained.

Closed meetings
Part of the difficultyin obtaining

information stenns from the

committee's decision to bar mem-

bers of the press and public from
attending its meetings. Although
minutes of the meetings have been
made available to reporters, the
committee members said the press
would inhibit discussion.

The issue first arose at the

committee's September meeting
when a Business Insurance re-

porter was asked to leave following
objections to his presence raised

by committee member Charles W.
Havens, president ofthe American
Reinsurance Assn.

Following that meeting, Busi-
ness Insurance obtained an opin-
ion from the New York State Com-
mittee on Public Access to Rec-
ords stating that the Committee of
13 was a public body and that its
meetings should be open to the
public. However, Mr. Lewis ob-
tained an opinion from an insur-
ance department counsel that the
Committee of 13 was an advisory
body and therefore not subject to
the state's Open Meetings Law.

The committee voted at its Octo-
ber meeting to exclude members
of the press and public. Only Mr.
Winton and Edith Lichota, repre-
sentative of RIMS, voted to keep
the meeting open. Reporters from
Business Insurance and two other
publications were then asked to
leave as were representatives from
Chubb & Son Inc. and The Home
Insurance Co.

John Dunne, chairman of the

all y,ou want is a li ling
of\your insured losses

... see your earrier.

if you need:
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New York State Senate Insurance

Committee, disagreed with the in-

surance department's interpreta-
tion that the committee was serv-

ing as an advisory body. "Under no
circumstances did we see this as an

advisory committee. With a blue

ribbon committee like that, they're
just not there for the exercise."

Mr. Lewis has said he intends to

seek a joint legislative resolution in
January that would bypass a
45-day waiting period before the
constitution and by-laws would
take effect. The constitution and

by-laws would become effective
provided that neither house of the
legislature votes to veto them.

However, Sen. Dunne said the
legislature "will certainly not sur-
render its prerogative here."

The last regular monthly meet-
ing of the committee is scheduled
for Nov. 17. Mr. Lewis said public
hearings on the proposed draftwill
follow within 21 days and the draft
and any minority reports will be
publicly available then. .

f /2\ 1 to copmunicate total risk costs - insured, self-insured and
\f/ non-isured - you need our Casualt, Report Series

 to cormunicate the how and why to the safety department,you n d our Safety Seire Board

 to allocate cost of risk based on experience as well as exposure(forecast premium allocation with retrospective adjustments)
you need our Premium Mamagement System

 to mnitor claim reserves or determine an IBNR for self insur-ance, you need our Speeialinalysis Reports

 to allocate property premiums accurately, you need our a®*565Propertll Report Series
X *4

 to let your boss know how you're affecting the P & L, you ..,» 'need our Financial Report Series. A<:6-r,5

If you need any or all of these analysis
and communication tools . . . you need
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Illinois work comp...
Continued from page i
on State Workmen's Compensa-
tion Laws. As such, the workers
compensation situation in Illinois
is under careful scrutiny, since
what happens in this state may act
as a gauge for what happens in
other industrial states.

The increase in benefits has
drawn cries from both insurance
companies and employers doing
business in the state. After the law
was passed, employers threatened
to leave the state because of the

astronomical premium rates and
insurance companies threatened
to pull out ofthe workers compen-
sation market or severely restrict
underwriting because of extreme
loss ratios.

Illinois's maximum weekly ben-
efit is now $304, thesecond highest
in the nation following the liberali-
zation of the law. An effort by em-
ployers to limit further increases in
the state's workers compensation
costs was the most controversialis-

sue in the legislative session fol-
lowing the major overhaul of the
law, but the effort failed.

Three years later, employers are
not moving out of the state, says
IMA's Mr. Stevenson, but they are
shifting the major portion of their
production to neighboring states
with a less liberal benefits struc-
ture. "They don't wantto losebusi-
ness in Illinois, but they need a
break in the rates," Mr. Stevenson
explained.

Self-insuring

Other companies are self-
insuring their workers compensa-
tion program. According to the Illi-
nois Industrial Commission, there
have been a total of 862 employers
that have been approved for self-
insuring their workers compensa-
tion program since 1975 when the
new law was passed.

In a period of less than four
months this year, the Industrial
Commission has approved 28 em-
ployers to self-insure their workers
compensation programs. This fig-
ure, said a Commission spokes-
man, indicates that more and more
employers are seeking self-
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IMPROVED RISK MUTUALS

Commercial We offer excellent underwriting
facilities on big inland marire lines
- from $50,000 to several millions.Inland Marine This rapidly expanding market offers
the alert producer an opportuniTy to

i 1 . cash in on extra premiums, while
providing additional protection and

/0 1,2--,  service. You don't have to be an
expert on commercial inland marine.

i ilu i Contact one of our 16 member

companies for information on the
types of coverage available.
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  15 North Broadway, White Plains, N Y 10601
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Ubiquitous, that's us! We're one of the oldest, largest self-insurance
administration specialists in the nation. The West has known this for 45 years.
But we actually manage self-insured workers' comp, benefits, liability, and
safety programs coast-to-coast. And farther. R.L. KAUTZ & CO.
CORPORATE HEADQUARTERS, 1800 AVENUE OF THE STARS. LOS ANGELES, CALIFORNIA 90067, (213) 556-1111

insurance as a means to adequately
cover workers compensation and
escape the skyrocketing pre-
miums.

Shortly after the new law was
passed, 10% of the state's workers
compensation carriers pulled out
of the market and other insurers

restricted their workers compen-
sation market.

Today the number of insurers
that pulled out of the market be-
cause of thenew law is stabilized at

10%. Robert Heisler, deputy direc-
tor of the department ofinsurance,
said that these insurers simply
pulled out of the market because
they had absolutely "no expertise"
for writing workers compensation.
"They weren't large carriers and
they wrote the business as a facility
or as an accommodation," Mr.
Heisler added.

The number of applications in
the assigned risk pool, however,
support the claim that insurers are
still restricting their markets in
1978. The pool has experienced tre-
mendous growth in the past three
years with the number of risks in-
creasing to 21,000 in 1977 from
14,000 in 1976 and 545 in 1974. For
the first six months in 1978, there
have been 9,716 applicants ac-
cepted in the pool.

This figure, says Mr. Heisler,
doesn't represent a decrease in the
pool, but it does indicate that there
is a slight leveling off occurring.
"There is still growth, it justisn'tas
rapid as the first few years when
insurance carriers had to grapple
with a new law," the deputy direc-
tor said. "Companies, the longer
they remain in the market, will
gain experience to help them ar-
rive at solutions to curb high loss
ratios," Mr. Heisler said.

Insurers disagree

Not many insurance companies
would agree with Mr. Heisler be-
cause 1977 loss ratios and loss ra-
tios for the first six months of 1978
do not indicate better loss experi-
ence.

"An insurance company loss ra-
tio can tell you a lot about writing
workers compensation in Illinois,"
according to Claus Metzner, asso-
ciate actuary for Aetna Life & Ca-
sualty Co., a substantial writer of
workers compensation in the state.
The company experienced a net
earned premium ratio of92.6%and
a standard earned ratio o f 82.3% for
the first six months of 1978. This is

compared to a 90% net earned pre-
mium ratio and a standard earned
premium ratio of 84.5% in 1977.
This is a far cry from the 62%
loss ratio, which the Aetna actuary
considers an acceptable loss
ratio.

Based on these figures, Mr.
Metzner said, it is safe to say that, at
least for Aetna, writing workers
compensation in Illinois "is as bad
as it has ever been."

Jerry Shatola, assistant general

counsel for CNA Insurance, sec-
onds that opinion, saying that CNA
experienced a 1977 loss and ex-
pense ratio of 115% last year. This
means that the company lost $15
for every $100 of business written.
"And the outlook for 1978 is not a

bright one with loss ratios that are
as bad if not worse than last year's
figures," Mr. Shatola said.

Legislative relief
According to the assistant coun-

sel for CNA, the company is
watching the situation very closely
with the hopes that legislators will
take steps that will makeit feasible
for insurance companies and em-
ployers to provide proper benefits
to the employe without running
such tremendous losses.

USF&G is experiencing a 100%
earned to incurred loss ratio writ-
ing workers compensation in the
Chicago area.

And Kemper, a major workers
compensation carrier, experi-
enced $15.6 million incurred losses
with a 66% loss ratio in 1977. The

company, however, refused to give
loss ratios for the first six months
in 1978 or commenton the outlook,
for insurers in view ofcurrent mar-

ket problems in Illinois because
they feel it would be "imprudent"
to discuss the situation in view of
the rate request now on file.

James Holland, director of the
workers compensation division at
Travelers Insurance Co., said that
the company experienced an
earned to incurred loss ratio of90%
in 1977 and that 1978 figures do not
trail too far behind last year's fig-
ures.

"Travelers, however, is optimis-
tic about writing workers compen-
sation in Illinois," said Mr. Hol-
land. "The industry is still feeling
the effects of the massive changes
of the law in 1975. With those

changes, insurance companies had
no past experience with which to
deal with a very liberal benefits
law. They were starting from
scratch." The market is just begin-
ning to stabilize, said Mr. Holland.

Irving Greenfield, anattorneyre-
presenting the AFL-CIO in the
workers compensation matter,
said that "you cannot correct an
outrageously unfair" law without
considerable cost.

The key to the situation in Illi-
nois, the Chicago attorney said, is
not placing the entire blame for the
problems arising from the change
in the law on the shoulders o flabor
alone.

"Insurers and companies are try-
ing to find a scapegoat for their
problems rather than adjusting
their costs wisely and correcting
the methodology of premium rat-
ing in administering the new law,"
according to Mr. Greenfield. "Cost
is never a very popular thing, but
insurers and companies operating
in Illinois are going to have to live
with it"

Older workers...
Continued from page 2
65. Benefit managers previously
had indicated their desire to slash
benefits for older workers.

The biggest area of concern at
the hearing was long term disabil-
ity benefits. The government sug-
gested that disability benefits
could stop at age 65 foran employe
who became disabled before

reaching age 60. For workers who
become disabled after 60, disabil-
ity benefits could continue for up
to five years or until the employe
reached age 70.

Mr. Pantos warned that the

government's proposal could force
abouta 25% increase in employers'
long term disability costs. He rec-
ommended that employers be al-
lowed to cut off long term disabil-
ity benefits when normal retire-
ment and unreduced Social Secu-
rity benefits become available at
age 65.

Jean R. Packard, speaking on be-
half of the Douglas County (Neb.)
board of commissioners, said em-
ployers should not be required to
pay any disability benefits for
workers over 65. She said this kind

of benefit would be so expensive
to provide that some employers
might have to cut back on other
benefits to pay for it.

All business groups that testified
asked the Labor Department to
clarify the current ambiguity on
whether salary increases after age
65 mustbeconsideredin determin-

ing pension benefits.
Harrison Givens, vp and actuary

at The Equitable, said that in view
of the legislative history behind
the law that raised the mandatory
retirement age to 70, it was "pre-
posterous" to believe that employ-
ers should have to give credit in
retirement plans for salary in-
creases after 65. •
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New retirement plan option HOW m GET
benefits smaller employers !00YEARS'EXPERIENCE

WASHINGTON-Thousands of up a very simple plan," said Mr employes for medical and accident
small businesses that have been Allen "Under this approach, all expenses
staggered with the complex re- the employer basically has to do is Currently, taxes are not imposed

IlIVES[IGATING
porting and disclosure require- make contributions into the IRA on amounts received as reimburse-
ments imposed by the pension re- If they find ERISA an unreason- ment for medical bills under self-
form law now have a new far less able burden, now they have a way insured accident or health plans

INSURANCE CLAIMS.
costly pension option to set up a simple retirementplan," This exemption will be ellminated

Congress this month gave final Mr Allen said unless the plans are designed so
approval to legislation proposed Under current law, an employe they don't discriminate in favor of Put Pinkerton's on your case
by Sen Lloyd Bentsen (D-Texas) can contributeupto $1,500 tohisor top corporate executives and em- For more than a century, Ankerton's has helped
that would allow employers begm- her own IRA However, employers ployes
ning next year to contribute up to may not contribute to a worker's insurance companies, their attorneys-and, more
$7,500 annually to an employe's in- IRA and workers covered by a In addition, the conferees agreed recently, self-insured organizabons-investigate all
dividual retirement account in- company-sponsored retirement to let the currentlaw stand on indi-
stead ofsetting up costly corporate plan may not establish an IRA vidual deductions for medical and types of claims
retirement plans Sen Bentsen's legislation would dental expenses We have more than 100 offices throughout the

"This will provide an opportu- now allow corporations to contrib- The law allows a taxpayer to de-
nity for thousands of smaller firms ute $7,500 or 15% of an employe's duet all unreimbursed medicaland

U S and Canada Since we're not hmited to one
to have a less costly means of set- compensation, whichever is less, dental bills for his family if those area, you're not faced with long distance travel costs
ting up a pension," said David Al- into each employe's IRA expenses exceed 3% of adjusted
len, an aide to Sen Bentsen "This gross income In addition, the cur- to complete investlgattons
will provide a substantial reduc- If the employer, however, con- rent law allows an itemized deduc- We have personnel for any special hnguistic or
tion in the paperwork and red tape tributes less than $1,500, the em- tion for one-half ofthe cost ofmed-
associated with conventional ploye will be allowed to makeatax ical insurance premiums up to

otherwise sensitive situabon

plans " deductible contribution to boost $150 without regard to the 3% And our investlgabve procedures, developed
Benefit experts, however, be- the total amount into the IRA to test andrehned over our long expenence, have proved

heve the appeal of Sen Bentsen's $1,500 The House had earher voted to

employer-funded IRA system But if the employer contributes repeal the separate deduction for to be especially effective
probably will be limited to very more than $1,500, a worker would medical insurance premiums up to If you want to inveshgate our claims further,
small firms-those with less than not be allowed to make contribu- $150 As a result, medical insur-
20 employes tions that year into the IRA ance premiums, the cost of pre- wnte Ptnkerton's, Inc, 100 Church Street, NY,

Larger employers will belessen- Sen Bentsen's legislation would scrlptlon drugs and other quallfy- N Y 10007 Or call(212) 285-4856
chanted because ofthe administra- allow employers to set up and con- ing medical expenses could only
tive burdens an IRA system would tribute to employes' IRAs begin- be deducted ifthey exceeded 3% of
have for them "Why should a com- ning next January However, Pres- adjusted gross income
pany with say 10,000 employes, set ident Carter must first sign the tax Finally, the conferees agreed

up 10,000 IRAs when it can main- bill before the bill will become law that where employes are covered
tain one pension plan," wondered While the IRA legislation was under "cafeteria plans" the em-
Richard Sears, partner at the con- given final congressional approval, ploye will be required to pay m-
sulting firm Kwasha Lipton conferees reconciling House and come taxes on employer contribu-

Senate tax bills rejected a proposal tions that finance benefits that are

part of the complicated tax cut bill
The new retirement plan option, approved by the Senate that would currently taxable

have given workers hmited tax de- Supporters of cafeteria plans-
approved in the final hectic hours ductions for contributions into which allow employes to choose
of this session of Congress their employer's retirement plan from a number o fbenefit options-

Allowing corporations to con- The proposal, introduced by had lobbied for more liberal tax
PIHKERTOH

tribute to employes' IRAs gives Sen Robert Dole (R-Kan), was re- treatment from Congress .

businesses, especially smaller jected because it would have re-
firms, the means to provide retire- sulted in a large loss of revenue for
ment benefits without going the Treasury Department "We're
through the red tape and burden- talking about a loss of hundreds of
some reporting requirements asso- millions ofdollars,"Mr Allen said
ciated with the pension reform In another benefit area, the con-

/1 GRUPO
law ferees accepted a Senate proposal

"The intent ofthe legislation was to prohibit discrimination by self-
to give businesses an option to set insured plans set up to reimburse

IESUROS
LA COMERCIAL

.

THE LARGEST GROUP OF INSURANCE COMPANIES IN MEXICO

. "LA COMERCIAL" IS THE FIRST AND ONLY MEXICAN INSURANCE COMPANY WITH A

eutsalt Its etroN m eme Anelzet LIAISON OFFICE IN THE USA ALSO, ONE OF THE OLDEST AND MOST EXPERIENCED.

4lvemi,ock Ins,),fied NATIONWIDE INSURANCE AND RISK MANAGEMENT SERVICES

Livestock insurance, our specialty. That's all INSURANCE RISK MANAGEMENT SERVICES

Freli ghuysen writes, so you better believe we do · Property and Casualty · Evaluation of Current Protection

it better than anyone else, We,hav,e to. · Life, Accident and Health · Financial Counseling

Frelinghuysen knows livestock insurance forwar s · Liability and Worker's Compensation • Risk Management Counseling

and backwards,'inside and t, up and down. When · Auto, Technical and Sundry Lines · Loss Prevention Engineering

it comes to livestoimurance=we,w»rdi'e the book. · Inland and Ocean Marine · Property Conservation Programs
· Group Insurance and Employee BenefitsBur service'!slcompleterand,tast' When we getiar . -ft

order, a policy;-4-9*.st.4-w.lihinl4822urs. Ari€1'voe -7 U. S. LIAISON OFFICES:
handlclalms at the,same.pace--*.4

If you:re16oking f*livestock.iniprqnpe-from•a, EDMUNDO J. RALPH

VICE PRESIDENT AND GENERALcompany withexp'er,#Rce,ho+gi"v'fistservice.and MANAGER OF U S. LIAISON OFFICES

who·'specializes,in,the fieRCEheck„Os.out.
- 1- PLEASE ADDRESS ALL INQUIRIES TO THE FOLLOWING PERSONS BY REGION:

Frelingli*en's basliet co-Old:66366-kbagi
19/ MID WEST AND/OR EAST WEST AND/OR SOUTH

4 44*

MR. ALEJANDRO VERDUZCO B. MR. RAFAEL COHEN

The Elinghu#en MANAGER, MAIN LIAISON OFFICE: MANAGER, BRANCH LIAISON OFFICE:

L , Managers,Inc '2; SEGUROS LA COMERCIAL SEGUROS LA COMERCIAL
20 NORTH WACKER DRIVE 3345 WILSHIRE BOULEVARD

R O Box 185, U S. out 2 Whitehou ation, J 08889 
SUITE 1650 SUITE 509

'r -47, Telephone (2 5-2 CHICAGO, ILL 60606 LOS ANGELES, CA 90010
. TELEX # 283575 PHONE. (213) 386 9935

PHONE (312) 236 0002
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-

HOME OFFICE: SEGUROS LA COMERCIAL, S. A.

AV. INSURGENTES SUR # 3900, MEXICO. 22, D. F. MEXICO
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classified advertising
RATES AND CLOSING TIME: 53.00 per line, minimum charge $15.00. Cash
with order. Figitre all cap lines (maximum-two) 30 letters and spaces
per line: upper & lower case 40 per line. Add two lines for box number.
Replies are forwarded daily. Closing deadline: Copy in written form in
Chicago office not later than noon, Friday, 10 days preceding publica-
tion date. Published every other Monday. Display classified takes card
rate of $36.50 per column inch, and card discounts on size and fre-
quency. Mail ads to Business Insurance, classified advertising dept.,
74ON. Rush St., Chicago, Illinois 60611.

HELP WANTED

MARINE POSITION

Must have knowledge of forms, rating, cal
culation methods, markets and be able to
follow a project through to completion.
General background other insurance help-
ful. Salary commensurate with qualifica
tions. Good benefits, midwest location
(brokers) Male or Female. Send resume
and references to: P. K. Wenthe, Sr. V. P.
Reed Shaw Stenhouse Inc., 1010 Colling-

wood Dr.. St. Louis MO 63132.

DIRECTOR-LIFE INSURANCE SALES

We need a highly qualified life expert to
call on major property and casualty firms.
We are a life brokerage General Agency

on the East Coast, representing an old
line mutual life insurance company. Send
your resume. including income require-
nnents to:

Box 199. BUSINESS INSURANCE

740 Rush St., Chicago, Ill. 60611

01 SETONGUARD®
r-Ti345_.-. Security Name Plates

d P:ima':674:c=r, serial numbers. Permanent3M adhesives. Outdoor or

.  indoor. Free samples.

SETON NAME PLATE CORPORATION
2680 Boulevard. New Haven, CT 06505 (203) 772·2520

ACCOUNT
EXECUTIVE

The Corporate Sales Division of
Corroon & Black of Ohio, Inc, one of

Central Ohio's largest full service
agencies, needs an individual having 5
or more years property/casualty sales
or risk management experience to
handle large corporate clients. The
successful applicant will have excellent
communication skills, an above

average knowledge of commercial
multi-line coverages, and will be a
proven performer. Corroon & Black
offers excellent starting salaries,
incentive programs, and employee
benefits.

If this sounds like the job for you,
send resume in confidence to:

//4 Mr. L. J. Pendleton
<) Manager, Corporate Division

Corroon & Black of Ohio, inc.
50 West Broad Street, Suite 1400
Columbus, Ohio 43215

GROUP SALES

REPRESENTATIVE
(Philadelphia Regional

Sales Office)

Excellent opportunity to cap-
italize on your experience
in group sales. Qualified
candidate should have 2 to

4 years' experience in brok-
erage sales. Particular back·
ground in long term disa-
bility and special risk lines
would be an asset.

We will provide an excellent
salary, company car and ex-
penses, bonus based on
your output as well as a
comprehensive benefits

package.

Act now to join the Reliance
team by forwarding, your
resume to:

Susan J. Mahar

(215) 8644678
RELIANCE

STANDARD

LIFE INSURANCE
COMPANY

4 Penn Center Plaza

Philadelphia, Pa. 19103
Equal Opportunity Employer, M/F

/ EXCESS AND 
SURPLUS LINES

REGIONAL MANAGER
• Growing Excess and Surplus Lines
carrier seeks agressive professional
self starter to establish. staff and

manage ne.v regional office facility.

• Strong casualty/property under-

writing background essential with

broad based experience in all phases
of underwriting.

• Competitive starting salary with

excellent fringe benefits. including

stock ownership, bonus package and
solid career path opportunities.

• Must be willing to relocate for this

position,

Send letter with detailed resume in

complete confidence to:

President

Box 197, BUSINESS INSURANCE
 740 Rush St. Chicago, Ill. 60611 *

1 ,

Senior

Account
Executive

National Broker

seeks a seasoned, successful,

Account Executive/Producer to join its expanding
staff in New York C ty

Must have experience with large industrial
corporate account service and solicitation.

We offer an open compensation package to the
right individual.

Send a detailed resume or letter to:

Box 198

Business Insurance

740 Rush Street

Chicago, Illinois 60611

Risk Planners
Make Your Move
to Continental

Continental Insurance Companies has an exceptional
careeropportunity for Large Risk Planners to join our
new "Special Risk Unit". This new unit offers
outstanding growth potential for managerial level risk
planners experienced in commercial lines.

We require a minimum of two to five years' experience
in commercial casualty underwriting.
Continential offers tog salaries. comprehensive
benefits.flexible working hours plus definite
opportunities for meaningful career involvement.

For confidential consideration,
forward resume and salary
expectation to: Alma Montes,
Continental Insurance Companies,
100 Pine Street, Suite 1775, San
Francisco, California 94111, John M.
Hughes, Continental Insurance
Companies, 80 Maiden Lane, New
York, New York 10038, R. A.Roberts,
Continental Insurance Companies,
1810 Commerce Street, Dallas, Texas
75201, Joyce E. Heidemann,
Continental Insurance Companies,
360 W. Jackson Blvd., Chicago,

1 Illinois 60606.

The Connenial

Insurance Companies
An equal opportunity employer m/f

Milwaukee Area Fleet
Operators and Auto Insurers

Get verified reports of actual driving
habits of your drivers/insureds.
Eliminate potential claims on wheels.

Mobile Monitor, inc.
2040 W. Wisconsin Ave.

Milwaukee, Wl 53233
(414) 933-0150

Insurance

Acquisitions
Wanted

Well established growth oriented
insurance firm would like to

acquire medium sized commer-

cial agency in key metropolitan
area. We are non-public brokers
with national orientation. Terms

flexible. Respond John W. Sul-
livan.

Philadelphia
Mfrs. Mutual

Insurance Co.

8 Executive Mall, Box 824

Valley Forge, Pa. 19482
Phone (215) 687-8150

Training Director
Coordinator

Independent Insurance

Agents of Wisconsin is seek-
ing an Insurance Training

Director/Coordinator capa-

ble of instructing but pri-

marily responsible for pre-

paration and promotion of

year-round insurance train-

ing program for P/C agents.

Location is Madison, Wis.

Competitive salary and ben-

efits. Send resume in strict

confidence to Paul H. Mast,

CAE, 448 W. Washington

Ave., Madison, WI 53703.

ATTORNEY
MANAGER CASUALTY
INSURANCE

Multi-national, billion-dollar-plus consumer
goods manufacturer needs risk management-
oriented attorney to head its Casualty
Insurance Section.

Strong corporate insurance backgrounc
will assist selected candidate to successfully
manage and direct the company's casualty
program. Involvement includes implementation
of risk management principles, negotiation
and placement of coverages, defense anc subrogation
of self-insured exposures, and collaborat on with liability
carriers in defense of claims against the company.

Preferred candidate will be a member of the New Jersey
or New York Bar with 4-5 years corporation insurance
experience. To qualify, you must have prcficient background
in defense of vehicular, products and gereral liability
claims. We offer excellent professional s: lary and a
full range of benefits. Please submit resume in
confidence to, E. Williams

East Hanover, New Jersey 07936

RISK
MANAGER

Wearea major Pacific No-thwest utility agency with
construction work in progress on $8 billion worth of

electrical generating plants. We have an immediate need
for an experienced Risk Manager.

Major responsibilities will nclude implementing and
managing a formalized Rlsk Management function,

identifying and evaluating risk exposures, and eliminating
excess costs. Additional responsibilities will include

reviewing and analyzing 500 contracts within the next 3
years

Successful candidates vill possess a degree in an
Engineering discipline Business Administration,

Insurance or a related field and at least ten years of
insurance related exper ence. Other requirements

include a thorough inowledge of risk analysis
procedures: insurance princilzles and theory and proven
record of accomplishment in tie Risk Management area,

Experience in the nuclear field and/or large long-term
construction projects is highly desirable,

Comprehensive f ringe benefit package and excellent
growth opportunities. Send esume, salary history and

requirements in confidence to:

S

Ms. J.M. Harding
Dept. JDP-4

Washington Public Power
Supply System

P.0, Box 968
Richland, WA 99352

an affirmative action employer



Captives a potential target

By ELLIS SIMON

NEWYORK-Captiveinsurance
companies could come under the
scrutiny of a task force created by
an NAIC subcommittee to study

the growth of non-admitted mar-
kets and the adequacy of a 1962
model law designed to govern
them.

Although the NAIC regulatory
information subcommittee did not

specifically mention captives in its
charge to the task force, Missouri
insurance director Jerry B. Bux-
ton, the subcommittee's chairman,

said he considers captives to fall
into the category of excess/surplus
insurer.

However, California insurance

commissioner Wesley J. Kinder,
who will chair the task force,
would not elaborate on whether

the task force will look into prob-

lems relating to captives.
Mr. Buxton did not cite specific

abuses by captive insurers that re-
quire a legislative or regulatory
remedy, but he said he saw the pos-

The people who know
how to handle it in

BOSTON
are

FRED. C. CHURCH, INC.

24 Merrimack St., Lowell
458-1281

SEE OUR AD ON PAGE 8

sibility of captives being formed at
the instigation of an international
swindler out to defraud insureds.

Pennsylvania insurance com-
missioner William J. Sheppard, a
member of an advisory committee
to the task force, pointed to associ-
ations organizing captives to write
workers compensation coverage
and voiced concern about whether

adequate protection of workers
could be guaranteed.

Association captives encounter
problems when they are unauthor-
ized, non-admitted insurers and
try to solicit business from their
members, said James Ryan,
NAIC's non-admitted insurers offi-

cer. Although unauthorized com-
panies can accept business

brought to them, they may not so-
licit, Mr. Ryan explained.

This also prevents them from
performing or having performed
insurance services at theirrequest,
such as claims administration, in
states where they are unauthor-
ized, he said.

In California, an unauthorized
Bermuda-based company unsuc-
cessfully sought to have legislation
passed last year that would have
permitted it to directly solicit med-
ical malpractice business from
doctors.

The historical lack of regulation
on the islands that have been used

as a base for captives and other
non-admitted insurance opera-
tions has been the biggest concern
of regulators, Mr. Ryan said. The
fact that insurance companies can
be established for little money and
with few rules make regulators
wary, he added.

Direct writing captives are of
greater concern than those which
use fronting companies, said

Pennsylvania's Mr. Sheppard. "In
cases where the captive can write
direct, it's often setting up a self-
insurance program with no letter
of credit and you can have an

undercapitalized company writing
tremendous amounts of insur-

ance."

Where fronting companies are

employed, adequate letters of
credit must be provided by the
captive for the fronting company's

HELP WANTED

Steelcasei
ASSISTANT TO TREASURE

Steelcase Inc., the acknowledged leader in the office furniture
industry has an excellent opportunity for a capable individual
in the newly created position of Assistant to the Treasurer.

The successful candidate will be heavily involved in the cor-
porate insurance and risk management program, as well as
other Treasury areas such as credit and taxes. We offer a stim-
ulating work environment with excellent growth potential.

We seek the following minimum qualifications:
• B.S. in Business Administration

• CPA/ MBA desirable but not mandatory
• 3-5 years industrial experience in insurance (property,

casualty, benefits), credit and tax areas.

We provide an excellent total compensation package plus the
recreational benefits of Western Michigan living.

Send detailed letter or resume to:

STEELCASE INC.
Michael Gail

1120 36th Street, S.E.

Grand Rapids, MI 49508
An Equal Opportunity Employer M/F

1Steelcase

protection, since the fronting com-
pany is 100% liable for all practical
purposes, Mr. Sheppard added.

Another concern cited by Mr.

Sheppard was the lack of knowl-
edge on how much business is ac-
tually written by captives. Because

of the lack of information on pre-
miums, direct writing captives can

avoid payment of premium taxes,
he noted.

While a New York insurance at-

torney noted that there have been
questions raised about captives
evading payment of state surplus
linestaxes, hesaidthepraeticewas
not limited to captives.

According to Mr. Buxton, the
creation of the task force . was

prompted by the tremendous
growth in use ofthe excess/surplus
markets in recent years. A recent

article in Best's Review reported
that for four large excess/surplus
states premium increased by an av-
erage of 419.5% between 1974 and
1977.

Because ofthisgrowth, itmay be
necessary to revise the 1962 model
Unauthorized Non-Admitted In-

surers Act. he explained. Concerns
include proper reporting of busi-
ness in the non-admitted markets,
accuracy of surplus lines. tax re-
turns and protection of the public,
he said.

Mr. Buxton also raised the ques-
tion of whether many of the lines
now being written in the excess/
surplus markets could be profit-
ably written in the admitted mar-
kets.

"It may be that when we look at
this nothing needs to be done or
minor strengthenings are all that's
needed, but when one phase of the
industry is growing tremendously
and it hasn't been inspected by the
NAIC, it's time to take a look at the
business," he observed. •
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or will get there fast - fast - fast

WITH over 1,000 offices in the continental U.S.A. (Alaska. Hawaii.
Puerto Rico) .

STAFFED by professional, career adjusters who have met rigid standards

WITH the experience, troining, and 24 hour a day. 7 day a week reliability
you require to give you a combined loss and expense ratio you can live
with comfortably .

FOR auto. fire. theft. A&H miscellaneous liability

NATIONAL ASSOCIATION OF INDEPENDENT INSURANCE ADJUSTERS la/

175 W. JACKSON - CHICAGO 60604 - (312) 427-7965 JEL

ISI
Surplus and

Special Lines.
· Surplus Fire
· Skateboard Parks

· Sports & Special Events
· Outings & Fairs

We also have an in-house

property facility (Excess &
Special Risks) that's Best's
Rated A+ IX-with a capacity
of up to $2,000,000; also other
admitted and non-admitted

Other coverages include:
· All Risks Builders Risks

· Liability S.I.R. Programs

· Security & Patrol Agencies
· Contractors Liability
· Garage Liability & Used Car Lots
· Other Specialty Casualty

companies for both property
and casualty; and we're Corres-
ondents to Lloyd's, London.
So, if you're looking for new
markets, maybe you should
look into ISI.

· Excess Workmen's Compensation
· Umbrellas and Buffer Layers
· D.I.C. (Incl. or excl. Eq. & Flood)

ISI CORPORATION
EXCESS AND SPECIAL RISKS-SURPLUS LINES

The John Hancock Center

875 North Michigan Avenue Chicago IL 60611
(312) 787-4821 Telex 25-3566

1
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Colonial Excess Ltd.
presents:

66THE
RESTAURANT

PACKAGE"

$750,000 ALL-RISK
PHYSICAL PROPERTY COVERAGE

INCLUDING CRIME AND MISCELLANEOUS PERILS

For information and applications,
contact "the restaurant specialists.

COLONIAL EXCESS LTD.
55 Nonhern Boulevard, Greenvale, N.Y. 11548

212/895-9880 516/484-2121 Telex: 96·7720

SSL ASSOCIATES, INC.
Highway 34, P.O. Box 505, Matawan, N.J. 07747

201/583·1300 Telex 13·9416

EXCESS UNDERWRITERS. INC.
150 South Wacker Drive, Chicago, IL 60606
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Legg adds insurance duties
in promotion at Boise Cascade

Lorraine Legg was named direc-
tor of insurance for Boise Cascade

Corp. in Boise, Idaho, replacing
Clay Carlson who retired in July
after 44 years with the company.
Ms. Legg has been with Boise Cas-
cade for eight years and in her new
position retains her previous title
and responsibilities as vp and gen-
eral manager of Boise Cascade
Credit Corp. As director of insur-
ance she reports to the corporate
treasurer and as head of the credit
company she continues to report
to the corporation's executive vp
of finance. Ms. Legg is an attorney
with a financial and legal back-
ground in the company.

***

W. Thomas Nordin has been

named risk management adminis-
trator for the East Bay Municipal
Utility District in Oakland, Calif.,
replacing Robert W. Bowman,
who joined the Southern Califor-
nia Joint Powers Insurance Au-

thority in Los Angeles county. Mr.
Nordin was formerly a partner in
American Custom Homes and

prior to that was an insurance and
claims cocrdinator in the insur-

ance department of Standard Oil of
Ohio in Cleveland.

***

Meanwhile, Cynthia Bengtson
has been named plan secretary for
Atlantic Richfield's pension and
savings plans. Ms. Bengtson was
formerly a pension administrator
for the Western Marketing Corp. in
Los Angeles and prior to that was a
pension legal assistant for Kindel
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John W. Robson

& Anderson, a law firm.
***

John W. Robson has joined
Anheuser-Busch Inc. as manager
of the corporate risk management
and insurance department in a re-
organization of that function. Mr.
Robson reports to assistant trea-
surer Gerald C. Thayer. The pre-
vious head ofthe insurance depart-
ment, Richard J. Herre, has been
named manager of insurance-
property lines. Leo F. Koch, former
assistant manager of the insurance
department, has been appointed
manager, insurance-casualty lines.
New director Mr. Robson joins

Anheuser after five years at Pep-
sico as assistant insurance man-
ager.

***

Kathleen Smales has been

named benefits planning advisor
for Atlantic Richfield Co. in Los

Angeles, a new position. Ms.
Smales was formerly a benefits ad-
ministrative adviser for Anaconda

Corp., which has been acquired by
Arco.

***

There are two new staffers and a

number of new assignments in the
benefit department at Pepsico Inc.
in Purchase, N.Y. On the interna-

tional side, Charles W. Rogers has
been hired as director of interna-

tional benefits. He previously was
an international benefit consultant

for Alexander & Alexander and re-

places Richard M. Hornigold, 45,

who joined Johnson & Higgins as
vp in the international department,

specializing in employe benefits.
In domestic benefits, John Byrne
retired as manager ofemploye ben-

efits and this function was split
into insurance and pensions.
Judith Pence has been promoted
to manager of group insurance
from employe benefits assistant.
The new pensions manager is An-
drew Huston, who previously was
employed by Johnson Controls in
Milwaukee. Ms. Pence and Mr.

Huston report to director of do-
mestic benefits Margaret D.
Moore.

***

New at GAF Corp. in New York
is Thomas F. Ryan, 42, as casualty
insurance administrator. Mr. Ryan
is primarily responsible for
workers compensation, general li-
ability and automobile liability.
Mr. Ryan, who had been out of
work due to illness, most recently
was employed as an assistant vp
for insurance and safety for AUied

Maintenance Corp. in New York.
Mr. Ryan was replaced there by
Fred Bistrong, who recently left
the company. Mr. Bistrong's duties '
have been absorbed by other insur-
ance staff members.

***

In a new position at Hershey
Foods Corp., James D. Har-
rington, 25, has joined the com-
pany as risk and insurance analyst.
He reports to H. Lee McConnell
III, risk and insurance manager.
Mr. Harrington most recently was
employed by Murdoch Insurance
Agency in Harrisburg, Pa.

***

Michael R. Becker, 33, has
joined Northwest Industries Inc.
in Chicago as assistant director of
insurance, a new position report-
ing to Richard Welsch. Mr. Becker
previously was manager of insur-
ance for Quaker Oats Co. Michael
T. Kirwan, 38, has been promoted
from manager of insurance admin-
istration to replace Mr. Becker at
QuakerOats. Mr. Kirwan reports to
vp and controller Donald G. Witt-
mer.

***

After graduating in May with a
dual bachelors degree in finance
and insurance at Temple Univer-
sity Susan Ellen Shafer, 21, has
becomeriskmanagerforTemple, a
newly created position. She's in
charge of the new self-insurance
trust for medical malpractice as
well as day-to-day risk manage-
ment activities. Ms. Shafer reports
to George A. Reese Jr., director of
employe benefits and risk manage-
ment.

***

Carolyn Polkinghorn, 32, has
joined Green Giant Co. as insur-
ance manager. She reports to
Brian L. Foltz, corporate risk man-
ager and replaces William C.
McNelis, who has joined Feder-
ated Insurance Co. Previously, Ms.
Polkinghorn was insurance ad-
ministrator for Control Data Corp.

We'd like to report on st aff
changes in your risk management
oremplove benefits department.
Just drop a note to Rebecca A. Fan-
nin, Business Insurance, 708 Third
Ave., N.Y., N.Y. 10017 or call
212-986-5050.
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Cost containment is the byword for corporate benefit
and financial·executives. The Decemberll, 1978
special emphasis issue of·BUSINESS INSURANCE will
probe, in-depth, the techniques that benefit clients
have begun to use during the lasttwoorthreeyears
to stem the rise in benefit liabilities.

As risk management tools have been applied
more frequently to benefit programs-includ-
ing closerclaims scrutiny, more co-insurance,
bigger deductibles for workers covered
under plans, and fully self-insured programs
-corporations have expected to reap the
rewards of their efforts in the form of cost
savings. Businesslnsurancewilltakea closer
look at these efforts.

Many companies have also recognized that
they can try to intervene in the health care
marketplace to control benefit costs, by be-
coming more involved in Health Systems
Agencies and rate setting boards and byserv-
ing on hospital boards of trustees.

Competition is hot and heavy in the group
life and health field... B.I. editors will
scrutinize the impact of competitive forces
at work by talking with buyers and suppliers
of group insurance packages.

The nation's largest market and most powerful labor
union will be negotiating new contracts during 1979.
The Decemberll issue willtakea lookatwhat's instore
for bargainers facing off across the tables.

And, as every few years, B.I. will talk with some of the
most controversial authorities around the country to
compile their views of what will happen to employe
benefit programs over the next five years.

Small groups are cashing in on collective clout by
joining multiple employertrusts. And insurers are com-
peting for the growing pool of small group funds. The
editors will probe this trend as well.

The December 11 EMPLOYE BENEFITS special empha-
sis issue is another outstanding opportunity for

December 11,1978 8
EMPLOYE *-51

BENEFITS
special emphasis

marketers of all forms of employe benefits, insurance
or services, to reach the largest and mostactive audi-
ence of corporate benefit decision makers, theircon-
sultants, agentsand brokers. Nearly100,000 such
readers in U.S. corporations and service organizations
will be exposed to your advertising message in this
important issue.

Reserve space now. Advertising closing date is
November 28. For more information on how you can
reach the executives responsible for the purchase of
employe benefits insurance and services, call
Don Walsh, Advertising Sales Directorat 212/986-5050.
Or contact one of our sales offices listed below.

.business
insurance

Chicago: 740 Rush Street, IL 60611 (312) 649-5275 New York: 708 Third Avenue, NY 10017 (212) 986-5050 Los Angeles: 6404 Wilshire Blvd., CA 90048 (213) 651-3710



If your loss control program
isn't really working,
that's un-American.

American Mutual helps you pinpoint job hazards, promote
safe practices, controllosses, and keep premium costs down.

We keep on our toes - wide-awake to your safety needs.
That's the American way, the American Mutual way.

American
AAutual

INSURANCE COMPANIES, WAKEFIELD, MASS. 01880

We want to keep you safe. and sound.


