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In the wake of Hurricane Eloise, insured property damages for Florida,
Alabama and Georgia approach $50 million. In New York, New Jersey
and Pennsylvania, hit with extensive flooding as a result of the hurri-

cane, officials did not

complete damage estmates.

The storm,

which produced 15 foot waves and 130 mph winds, resulted in $38,-
350,000 insured damage in the Florida Panhandle, according to the
American Insurance Assn. A flood disaster was declared in five New
York counties and in central Pennsylvania 20,000 persons were driven
from their homes when the Susquehanna and Juniata Rivers overflooded.

Courts might not allow
D&O to pay directors

NEW YORK—Corporate direc-
tors and officers should not rely
on directors’ and officers’ liability
insurance to protect thermn from
adverse judgments, said Harvey

. Goldschmid, professor of law at
Columbia University.

It .is Guestionable whether the

liability insurance would be held -

valid, particularly in extreme
cases, by federal courts, because
the courts may interpret D&O in-
surance as contrary to publie poli-
cy, Mr. Goldschmid cautioned.

He put insurance and corporate
indemnification clauses in an an-
alogous category, explaining that
allowing directors or officers to be
indemnified under these plans
might be judged by the courts as
counterproductive, allowing direc-
tors and officers to sidestep con-
sequences of wrongdoing.

“This isn’t to say that the courts
will necessarily disallow (the in-
surance coverage), but if I were
a judge and saw that the board
members had done something out-
rageous, I would not let them off

the hook,” said Mr. Goldschmid.

Many corporate directors,
warned Mr. Goldschmid, have
been and still are “operating in
ignorance,” thirking they are
fully covered for any and all acts
—and the liability that could be
imposed—by D&O liability insur-
ance or indemnification clauses.
But the policies are written with
so many exclusions that there are
questions about the presence of
any coverage, Mr. Goldschmid
acknowledged.

For this reason, he believes the
details of director insurance and
indemnification should be care-
fully spelled out in layman’s lan-
guage by the insurer or the cor-
porate risk manager so directors
completely understand the extent
of any protection.

If the insurance or indemnifi-
cation provisions are questioned
by the courts, insurance has a
better chance of surviving than
the indemnification clauses “be-
cause of the presence of an out-
side risk-taker,” Mr, Goldschmid
believes.
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Fairchild Camera cuts costs
by enticing broker

By ELISABETH M. WECHSLER

MOUNTAIN VIEW, CA—Fair-
child Camera & Instrument Corp.
has a new risk manager and its
name is Marsa & McLennan Ine.

In an admittedly unusual ar-
rangement, the San Francisco of-
fice of the nation’s largest in-
surance broker filled two vacant
risk management jobs for the
suburban manufacturer of semi-
conductors and other specialized
equipment with its own emploves.
Fairchild, with $3856 million in
1974 sales, gave its consent, of
course.

Risk manager Dennis Town-
send, and assistant risk manager
Linda Guiffanti are housed at
Fairchild’s headguarters here but
are paid by Marsh & McLennan
to provide insurance coverage in-
volving some S$3 million in prop-
erty/casualty premiums and %5
million in employe benefit premi-
ums.

Fairchild’s vp treasurer, Frank
Schmieder, and other risk man-
agers contacted by Business In-
surance commented that the ar-
rangement is unusual.

“More companies don’t do it be-
cause they don’t know if they’re
getting a good job done and they
don’t know if the coverage pur-
chased carries the best price and
broadest possible coverage,” said
a West Coast broker who is a for-
mer risk manager himself and
now works for another national
brokerage firm.

“I don’t see having a broker on

the premises as a growing trend
because the risk manager field has
grown up to be recognized by
middle financial management as
a valuable tocl,”” he continued. He
admitted, however, that the op-
portunity to have a direct say in
allocating the large corporate pre-
mium pie is attractive to the
broker.

One Midwest risk manager said
a company “would have to be
facing a brick wall and a firing
sguad before it got rid of its risk
manager.” He criticized Fair-
child’'s decision, if based solely
on financial considerations, as
“short term” and “just another
example of its bad judgment.” He
predicted, that the company’s
losses and premiums would “rise
to even higher levels” as the re-
sult of bringing a broker in-
house.

But Marsh & MecLennan dis-
agrees with detractors of its Fair-
child plan.

“I can think of a dozen in-
stances where we are considered
to be the risk manager for a com-
pany,” said Tom Grogan, senior
vp, based in Marsh & MecLennan’s
San Francisco office and super-
visor of the Fairchild aecount.
“Not all major accounts have risk
managers in-house. . .and where
there isn't (one), the corporation
relies more on the broker. We're
used in many different capacities,”
he continued, though he admitted
it is rare for brokerage personnel
to work on the premises of a ma-
jor national account on a long
term basis.

Train trip is cancelled; filmmaker says there'll be hell to pay

Insurance snafu foils Truman train

By RICHARD L. GORDON

A% ASHINGTON—There may be
some hell raised here because the
“Give '’Em Hell, Harry” train
didn’t roll on schedule last month.

The reason: A snarl over who
would pay for insurance.

Even Rep. William J. Randall
(D-Mo.), who represents former
President Harry S. Truman’s
home town of Independence, Mo.,
has pledged to get to the bottom
of things.

Theater Television Corp. Los
Angeles, had arranged through
Amftrak, the national rail passen-
ger service corporation, for.a spe-
cial six-day whistle stop train
tour to promote its new flim,
“Give 'Em Hell, Harry.”

The company charged that 48
hours before departure time, they
were informed that they would
need fo pick up a $5 million first
dollar liability policy to cover

any inguiries occurring among
persons viewing the train.

That cost came on top of the
$103,000 charge for rental of a
diesel engine, passenger cars,
and rail rights.

“When you are mdking a film,
you are on a tight and closely
scrutinized budget,” a Theater
‘Television official told Business
Insurance. The additional cost
was too much: the train trip was
cancelled. The $103,000 was re-
funded.

What has the film producers
boiling is that they believed
all ‘the insurance arrangements
had been made through Amitrak
as part of the original contract.

“There’s going to be a lawsuit
over. this thing,” predicted Rep.
Randall, whose staff on the House
Government Operations Commit-
tee is investigating the matter.
“We're not going to make a case

for one side or the other,” he
said. “We're going to let the
chips fall where they may.”

The people on the receiving
end of all this attention, the risk
managers at Amtrak and the
Penn Central Transportation Co,,
explained their side of the story
to this magazine.

Amftrak,.in its operating agree-
ment with Penn Central, has a
liability agreement for intercity
train traffic. Amtrak assumes
liability for its passengers, em-
ployes, equipment, and any claims
arising from accidents at high-
way grade crossings.

Amtrak said it self-insures -the
first $2 million of liability, a re-
cent increase from its previous
procedure of self-insuring the
first $1 million. Excess liability
is insured in layers, through
Lloyd's and other underwriters,
up to $48 million.

The crux of the problem cen-

t.

tered around who would be re-
sponsible for crowds of specta-
tors viewing the special train in
stations at Cincinatti and Indiana-
polis. They would not be Amtrak
ticketholders, so Amtrak would
not be liable.

But they would be on Penn
Central property at the time of a
potential accident.

“We’re bankrupt,” noted a
Penn Central official. “The
trustees could not take on  the
additional responsibility of these
people on the property.”

He said Penn Central asked
the film producers to insure for
liability to $2 million. *“It never
got down to any deductible.”

“Penn Central was exposed for
the crowd situation,” an Amtrak
insurance official confirmed. “We
would have taken the route that
the crowds were not ticket hold-
ers and not covered by us.” ]

in-house

According to Mr. Schmieder,
Fairchild decided that bringing a
broker in-house would give the
company access To services and
expertise “which we don’t feel
any one person can provide” as
wzll as certain “economies” by
saving risk management depart-
ment overhead.

“In our kind of company you
don’t need a full-time risk man-
ager unless you're self-insured,”
Mr. Schmieder said.

Ralph F. Perry, Fairchild’s pre-
vious risk manager, left in Feb-
ruary to join Amfac Inc. in San
Francisco. It was at that time that
Fairchild decided to look at alter-
natives other than hiring a re-
placement for him, Mr. Schmieder
explained. Philip Haas, an assis-
tant treasurer, performed the risk
management duties temporarily
(Business Insurance, April 21.)
Ms. Guffanti formerly was Mr.
Perry’s secretary before being
hired by Marsh & McLennan, Mr.
Townsend joined the broker after
being a risk manager for Cyprus
Mines Corp.

Three other brokerage firms
along with Marsh & McLennan
were asked to bid on the project
—Johnson & Higgins, Under-
writers Services Inc. (both for-
merly the brokers of record) and
Fred S. James.

Fairchild looks at the arrange-
ment as a “way to bide time” and
regards its commitment to Marsh
& McLennan as a minimum 12-
month trial.

“It’s working well for property
coverage,” Mr. Schmieder said,
obviously pleased with Fairchild’s
decision. He pointed out that ben-
efit administration had been
moved to the personnel depart-
ment “because it’s betfer for the
company’s -employe relations.”

Marsh & McLennan’s remun-
eration is based on commissions
only, it was learned, although a
supplementary fee might be pay-
able after the first year if ex-
penses turn out to be higher than
anticipated, Mr. Schmieder said.

Fairchild reportedly agreed to
pay Marsh & McLennan commis~
sions of between $100,000 and
$200,000 for its property/casualty
and benefit coverage,

Risk management department
expenses at Fairchild before the
recent arrangement were estimat-
ed at between $50,000 and $60,-
060 a year, Mr. Schmieder said.

Ms. Guifanti works full time at
Fairchild while Mr. Townsend's
participation is expected to taper
off to two or three days a week
once the program “is up and run-
ning.”

When queried as to how large
an account would have to be to

Continued on page 2
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Fairchild Camera...

Continued from page 1
persuade Marsh & McLennan to
perform this service at other
companies, Mr. Grogan demurred
by saying “we expect to be com-
pensated for our services. If we
assign someone 100% of the time,
we need something well in excess
of salary,” he said, adding his
firm shoots for a profit margin of
10% to 15% on all business.
Mr. Grogan went on to say that
a minimal account size of “$100,-
000 clear of expenses,” a figure
estimated by several risk manag-
ers and brokers contacted, was
“too high” and labeled it “wild
and incorrect.” He declined to give
out a more accurate estimate,
however.

Marsh & McLennan probably
would “want at least $100,000 in
gross profit from commissions to
consider this arrangement,” said
Fairchild’s Mr. Schmieder.

Mr. Grogan said he believes a

indepenadent
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brokerage employe can serve the
corporate client as a risk man-
ager s well as his own firm as
an account executive without any
conflict of interest.

“We do a lot of evaluation
studies where we report back to
corporate management. We al-
ways operate on full information.
We report to financial manage-
ment (at Fairchild) just as in any
other company,” he said.

“If Fairchild were to decide it'’s
right for them to self-insure, then
we'd adjust the compensation to
a fee basis (rather than commis-
sions),” Mr. Grogan continued.
“Furthermore, if Fairchild want-
ed to get outside quotes or didn't
like our service, they could drop
us,” he added.

A West Coast risk manager who
asked not to be identified said he
doesn’t see “any advantages” in
the arrangement for Fairchild.
“I'd oe reluctant to be in the po-
sition of manager of that compa-
ny. The right individual must
have the client’s interests first. If
the in-house broker has a per-
sonal commitment to high ethical
standards, then a conflict of in-
terest can be avoided,” he said.

“The Marsh & McLennan em-
ploye who is risk manager at
Fairchild is being put in one hell
of a position in terms of having
to serve two masters,” the risk
manager believes. “Gaps and
duplications in coverage eventual-
ly will happen,” he predicted.

Mr. Schmieder views the situa-
tion as this: Fairchild has an ex-
ternal risk manager who reports
to an assistant treasurer within
the company. “He looks at the
risks and makes recommenda-
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tions,” which are often “adjusted”
based on advice from Fairchild
engineers or financial personnel.

“We used to have a hard time
getting brokers to volunteer loss
control and other services,” Mr.
Schmieder said. “We don't see
ourselves becoming more depend-
ent on Marsh & McLennan just
because they have access to Fair-
child’s financial information.

“We approached tne brokers
from the standpoint of ‘Hey,
here’s a new idea for a product
line,”” Mr. Schmieder explained.

“I don’t see any trend (in this
type of arrangement),” Mr. Gro-
gan emphasized, adding that
Marsh & McLennan has not been
approached by any other compa-
nies he knows of for a similar ar-
rangement.

“This is a specific situation.
Apparently, Fairchild didn’t want
to hire a risk manager. We're not
trying to get management to elim-
inate risk managers,” he volun-
teered.

One risk manager commented,
“I see professional brokerage
firms moving either toward bro-
kerage services or management
services. Fairchild could be a pio-
neering effort for Marsh & Me-
Lennan to determine its re-
sources this (latter) direction,”
he pointed out.

“Many brokers are finding it
necessary to get more and more
involved in insurance consulting
to learn more about their mar-
kets,” the Midwest risk manager
said. “They found that after hir-
ing these high paid specialists
that they had a new service—risk
management consulting—which
should be set up as a separate or-
ganization,” he continued.

“The risk of ethics comes when
the brokerage and consulting
functions are kept within the
same organizational structure,”
this risk manager said.

“If the economy remains de-
pressed, corporations could free
up * overhead this way,” said
the West Coast broker,

Such an arrangement ‘is not
that profitable for a broker. They
get into it either to get a new ac-
count or to retain an old one,”
said a West Coast risk manager.

“Fairchild needed the cash
(freed up). It's had severe finan-
cial trouble,” said this risk man-
ager who did not want to be iden-
tified.

To date, Business Insurance has
reported similar arrangements at
Jonathan Logan Inc., (Business
Insurance, April 23, 1974) and
Cerro Corp., (Business Insurance,
June 10, 1974).

U.S. Steel Co. has had an ar-
rangement with Marsh & Me-
Lennan since the early 1900s in
which the manufacturer receives
insurance, self-insurance and
other financial services. John Re-
gan, president of Marsh & Me-
Lennan Cos. is manager of the in-
surance bureau for U.S. Steel.

And the University of Cali-
fornia at Berkeley has a six-year
contract expiring next June with
Fred S. James of San Francisco,
to provide the full time services
of a loss control consultant for all
campus facilities, this magazine
learned.

The James consultant conducts
studies for the university’s risk
management department. Fred S,
James reportedly receives a fee
to cover the consultant’s salary.

A risk manager, based in the
Bay Area and familiar with the
University of California arrange-
ment, said it was a way for the
university to get around its highly
restrictive personnel constraints.
“More money was available un-
der the risk management services
budget,” he said, ‘“so the univer-
sity was able to hire someone in-
directly to perform a badly need-
ed function.” ]

Pension funds can't be

forced into NYC bonds

NEW YOREK—A lawsuit
brought by city workers killed the
state legislature’s attempt to force
state controller Arthur Levitt to
invest $125 million from two pub-
lic pension funds in New York
municipal bonds.

(An editorial objecting to the
legislative directive and earlier
court action appears on page 16
and was written before the high-
er court reversed the decision at
mid-week—Ed.)

The suit complained that the
legislative mandate, made in an
eleventh-hour attempt to keep the
city from default, violated a con-
stitutional guarantee that the
benefits of present workers and
pensioners could not be impaired.

Chief Judge Charles D. Breitel
of the state's court of appeals,
ruled in a 6-1 decision that the
legislature went beyond its power
in mandating that the pension

funds be lent against the wishes
of Controller Levitt.

He is sole trustee for the two
funds involved and he bluntly re-
jected invitations by Gov. Hugh
Carey to voluntarily invest the
assets in New York bonds.

The State Civil Service Em-
ployes Assn., with 240,000 mem-
bers, and the Police Conference of
New York, with 45,000 members
brought the successful challenge
to the mandate. Judge Breitel
agreed with their position and
noted that Controller Levitt had
the sole discretion under law to
make wise investments for the
funds.

There is $500 million in city
pension and $100 million in state
pension investments not solely in
the controller’s trusteeship, but

lawyers were unable to say
how those funds would be affect-
ed by the decision. =

Signal-Imperial goes
into conservatorship

LOS ANGELES—AIlthough Sig-
nal and Imperial Insurance Cos.
thwarted state insurance commis-
sioner Wesley J. Kinder’s order
to stop writing or renewing poli-
cies because of insolvency, events
took a surprise turn Tuesday,
September 23 when Commissioner
Kinder got an order of conserva-
torship, putting him in charge of
the insurers’ operations and assets
until further notice.

Commissioner Kinder told Sig-
nal-Imperial to stop engaging in
any business September 10, caus-
ing Signal-Imperial to respond by
requesting a court injunction
negating Mr. Kinder’s declaration,
(Business Insurance, Sept. 22).
A judge subsequently imposed a
temporary restraining order on
Mr. Kinder, September 15, set to
expire Wednesday, September 24.
‘While the restraining order was in
effect, Signal-Imperial could con-
tinue to underwrite insurance po-
licies.

The company had every inten-
tion of going to court over its re-
quest for a permanent injunction
against Mr. Kinder, so that it could
continue doing business as if noth-
ing was happening, despite the
fact that Commissioner Xinder
had described the insurance com-
panies as “insolvent within the
meaning of the (California) code
section 985.”

Buf with the imposition of a
conservatorship September 23, Mr.
Kinder has the upper hand, until
and unless Signal-Imperial at

some future date is judged to be
financially healthy again, able to
show adequate reserves for its pre-
mium writings. At such a time,
another hearing would be held to
determine whether the conserva-
torship should be removed.

Signal and Imperial Insurance
Cos. were also ordered to cease
writing insurance in New Jersey
and Florida by insurance commis-
sioners of those states.

In New Jersey, commissioner
James Sheeran reported that in
the first six months of 1974, -Tm-
perial wrote $167,827 in direct
premiums in casualty lines and
Signal wrote $1,618 in premiums.

A spokesman for the New Jer-
sey insurance department said
“We haven't been able to find an
agent who represents Signal In-
surance Co. in the state.” ]
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More self-insurance, new liability carriers are recent changes

University manager solves exo

By JOANNE GAMLIN

LOS ANGELES—Broadcasters’
errors and omissions, yacht pro-
tection and athletic coverages are
routine stuff for Alex J. Ratka,
CPCU, the first director of risk
management and insurance that
the University of Southern Cali-
fornia (USC) has ever had.

The nearly 100-year-old school,
which is known for its Trojan
football team and for the fact that
it offered, earlier this year, to
build a library for former Pres-
ident Richard M. Nixon, is a
member of an exclusive circle of
California universities having risk
managers on their staffs. Other
members of the club are Stanford
University, the University of
Southern California (UCLA) and
the University of California at
Berkeley—which is currently
seeking a risk manager to replace
Irvin Nicholas.

A relaxed, easy-going individ-
ual, Mr. Ratka opened up the
University of Southern Californ-
ia's first risk management depart-
ment three years ago after a long
career as an underwriter, first
with Fireman’s Fund America
and then with the Harbor Insur-
ance Co.

Comprehensive general liability
(CGL) is the largest policy on
the insurance ledger, Mr. Ratka
explained in an interview with
Business Insurance.

Thanks to the fact that under-
writers lump learning institutions
together with municipalities, he
said that CGL has been some-
thing of a problem this year.

“In line with their decision to
pull out of liability coverage for

municipalities, Pacific Indemnity,
our CGL carrier for 29 years, this
year declined to renew our cov-
erage,” he related.

The result: Hartford Accident
& Indemnity has been underwrit-
ing the $1 million primary layer
of the university’s CGL policy
since July 31.

Stonewall Insurance Co. has
the first excess layer of $4 mil-
lion and the Insurance Co. of the
State of Pennsylvania has the ex-
cess liability layer up to $15 mil-
lion.

Since January, the most trou-
blesome segment of the CGL pol-
icy has been the contingent med-
ical malpractice endorsement, Mr.
Ratka continued. He said it is
needed to protect USC’s well-
known, 256-chair dental clinic—
which does professional work at
roughly 759% off going charges—
and the bustling student health
center.

However, USC also is a partner
with the County- of Los Angeles
in the operation of the Los An-
geles-USC hospital, one of the
few hospitals in Southern Cali-
fornia opening its doors to the
indigent. Mr. Ratka noted that
the county has become virtually
self-insured in medical malprac-
tice since it was dropped earlier
this year from coverage it had
held for a long time. The county
has managed, however, to obtain
from Lloyd’s approximately 25%
of a $25 million excess policy, he
added.

The CGL premium is “very at-
tractive” in the mind of this risk
manager, who graduated from
USC in 1950 in egineering. While
he declined fo be specific, he in-

dicated that the premium is in
excess of $150,000 a year.

The second largest premium
paid by the university is that for
all-risk property coverage sup-
plied by Mr. Ratka’s former em-
ployer, Harbor Insurance.

A $182 million limit caps the
policy, which has a premium—
that Mr. Ratka also likes—in ex-
cess of $120,000. The deductible
is $25,000.

The coverage protects such
heavily-used structures as De-
deaux Field, the baseball stadium
built to be a double of that used
by the Los Angeles Dodgers.

A proponent of low deductibles,
Mr. Ratka recalled one instance
when he reduced the deductible
on a fire policy from $50,000 to
$25,000 and, at the same time,
shaved the premium.

Brokering the huge property/
liability coverage for USC is
Marsh & McLennan, Los Angeles.
The group health area, which is
overseen by the controller and by
the director of personnel as well
as by Mr. Ratka, is in the hands
of Johnson & Higgins, Los An-
geles. A number, of small agencies
such as Julian Wolf, Los Angeles,
and the Continental Agency Co,
Salt Lake City, broker smaller
coverages.

Observing that he accepted this
job because years ago he had be-
come acquainted with Robert
Beth, risk manager at Stanford
University, and thought his job
stimulating, Mr. Ratka acknow-
ledged that he came to USC with
changes in mind. Chief among the
changes he spearheaded was a
move to self-insure workers' com-
pensation and unemployment

- -

compensation.

That move began, of course,
only thrze years ago. Yet today
Mr. Eatka csleulates that the uni-
versizy 2as saved $500,000 in
workars’ compensation premiums
and $2,53C,C00 in unemployment
compansat.or. premiurns.

Ii should be noted, teo, that the
workers’ compensation savings
were made wh.le coun:ing in the
cost of administrativa services
whick thz risk nanager receives
from the Ercployers' Self-Insur-
ance Services (ESIS), a unit of
the nsurzree Co. of North Amer-
ica. The aniversity zays ESIS
approximatelz $16,000 a year.

Argonaat Insurance Co. is the
underwrizes 2ar werkers' compen-
satior: in three European nations

Suppliers share in Hancock's tower of troubles

By MARIE KRAKOWIECKI

BOSTON—John Hancock Mu-
tual Life Insurance Co. is suing
the contractor, subcontractor, glass
manufacturer and architect of the
still uncompleted 60-story tower
intended as its new home office.

It is suing two insurance com-
panies which furnished nearly $17
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re-

Temporary plywood panels
place the Hancock Tower’s original
glass panes.

million in performance bonds to
the conftractor and subcontractor.

The suit does not specify a dol-
lar amount, and Hancock refuses
to comment on the matter. But
local observers have pegged dam-
ages at approximately $50 million.

The implications for liability in-
surance of those named in the suit
are not yet clear. Some of the
defendents were already slapped
with a suit by neighboring Trinity
Church over the fower. And Trini-
ty Church, along with a local
Young Women’s Christian Assn.
building near the tower, have sued
Hancock itself for a total of $4.2
million.

The issues in the suits are dif-
ferent. Trinity’s suit concerns
damage to its fragile underground
piling foundation. The suit brought
September 15 by Hancock against
those involved in the design and
construction of the tower deals
largely with expenses incurred af-
ter more than 10,000 glass units
blew off the face of the tower and
had to be replaced.

Hancock has turned over the
suit in which it is the defendant
to its own insurer, Continental
Casualty Co., Chicago, and would
not comment on the connection be-
tween that suit and the one it in-
itiated in Cambridge last month.

Hancock named the following
defendants in its suit: Gilbane
Building Co., a private Providence,
R.I. firm which served as general
contractor; H.H. Robertson Co. of
Pittsburgh, subcontractor for the
glass curtain wall; Libbey-Owens-
Ford Co. of Toledo, Oh., which
designed, manufactured and sold
the glass panes which broke; and
the New York architectural firm
of I.M. Pei and Pariners.

The 19-count suit also names
Aetna Casualty & Surety Co,
Hartford, and the Federal Insur-
ance Co., New York.

Aetna supplied a $10 million
performance bond to Gilbane, pay-
able to Hancock, while Federal
supplied a $6.9 million perform-
ance bond on H.H. Robertson, also
payable to Hancock.

None of the defendants in the
suit would comment on their lia-
bility coverage, but the insurance
is thought to play a key role in
this case, if for no other reason
than the size of the job.

Insurance generally represents
from 5% to 10% of total construc-
tion costs for contractors and sub-
contractors. Liability costs account
for about 3%. Architects are
charged premium rates for errors
and omissions insurance that are
commensurate with their billing
receipts for the year.

The Hancock tower was a major
job for all the firms connected
with it. The original cost estimates
were in the area of $50 million,
when the tower was begun. Since
then, the costs have zoomed to
over $100 million.

One of the most frequent com-
plaints of architects’ E&O cover-
ages is that when experience is
rated, it is not done on an indi-
vidual firm’s performance, but on
a class basis for certain areas of
the country. There is some chance,
then, that the suit against Pei
could have a negative impact on
other architects’ E&O coverage
rates.

Bad luck dogged the tower ever
since construction began in 1968,
The original target completion date
of 1971 was delayed until mid-
1976. Not only did Hancock have

to siifen tre enzire tower by
adding bracss, bat earlier this year
it 1aid out zbzut $6 million fo re-
place tae entire glass cuctain wall
with therraopene units zfter some
10,344 original panes “fgiled.”
Muca o 1ths glass was replaced
with an uglr, althcugh t=mporary,
patchviork of cheap grade waood
panels. Lozzl pundits began call-
ing tke place “The Plywood
Ranch* or “Flywocd Plaza.”

Whatever humor there may
have bteen :n the situation was
probably lost or. Eancock. Soon
after piywood mottled the sides
of the tower. Zocal fire aathorities
were rorr.fied and ordered the
compzny tc paint esch aad every
panel itk biack tire -etardant
paint. t(Business Insurarce, May
13, 1974).

The Boston law fim o2 Hale &
Dorr filed the eamplaint on behalf
of John Hzrceck. It claims that
I.M. Eei and Pertners weze negli-
gent in she d=sigr azd supervision
of construction and breached their
contraet, It charges Gilbene, Rob-
ertson. anc Libbev-Owens-Ford
all witt. nzgligence and breach
of warrenty. Gilbanz anc Robert-
son are alse -rarged witk breach
of contrzct.

The cormplaint slleges John
Hancock has sustained substan-
tial demages, induding but not
limited :0 taz zost of lador and
materiade foar —smov.ng and re-
placing the zlass inits in the cur-
tain wal:, adcitioral design, engi-
neering and orstouct.on cists and
increas=¢ ops-ating expenses and
other cos’s.

It also cla:ms Hanedck ~as sus-
tained dsmages by being deprived
of the use of the tower and lost
income on rentzis. u

Soma 200.000 students are part of Mr. Ratka's responsibilities.

s s

and in Antarctica, where USC
maintains smalk campuses.

The fact that the university,
which has some 20,000 students,
has been safety-mninded—it wasn’t
even the target of bombings dur-
ing the unrest cf the 1960s—is a
large plus in the mind of Mr. Rat-
ka, a member of the University
Insurance Managers Assn. He
noted, for instance, that his loss
ratio under the all-risk coverage
is less than 10% Loss experience
on the CGL polizy, too, has been
on the low side, Mr. Ratka indi-
cated.

Moreover, the directors’ and of-
ficers’ liability pcliey, whaich since
last year covers all employes, has
brought in no claims in the last
three years, he aserted. The policy
for a long time was underwritten
by Harbor Insurance Co. But it
now involves two layers: a $3
million limit from Continental
Cszsualty Co., Chicago, and a $2
million excess layzr from Stewart,
Smith, Haidinger Inc, Los An-
ge_es.

A comprehensive blanket crime
policy with a $1 million limit
from Federal Insarance Co., has
reculted in two lcsses, Mr. Ratka
disclosed. One was for $3,000 and
the other for $2,000. Both were
“internal jobs,” thz work of mem-
bers of the schod¥’s large, 7,000-
person workforce, The policy car-
ries a $1,000 deductible and an
$8,500 premium.

Pacific Indemnisy is the under-
writer for USC’s boiler/machinery
protection, which has a limit of
$4 million per occurrence. The an-
nuzl premium is $3,000.

Romantic-sound:ng coverages
such as broadcasters’ E&O round
out the USC insusance cOVeErage.
Noting that the E&O protection is
demanded to cover performers on
the schools’s two radio stations—
one of them is KUSC, a leading
outlat for elassical music in South-
ern California—Mr. Ratkz point-
ed out that the policy has not
generated a claim :n nine years.

Stewart, Smith, Faidinger Inc,,
is the underwriter for the cover-
age, which offers a $250,000 limit
for any one persor and a $500,-
000 limit for any performance.

Protection for the 22 yachis
which dot the landscape at the
USC Santa Catalina marine ‘cam-
pus’ is supplied by Continental
Group. The limits are set by the
valuz of the vessels insured. Both
indemnity and hull coverzge are
covesed by the policy.

Mr. Ratka was cuick to point
out that one of the 1essels insured
by tais policy is a $600,000 re-
search ship called :he Velero. It
can boasts of the exotic mission

Continued on page 4
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Set time schedules

for product

WASHINGTON—Tight time
schedules for industry action on
substantial product hazards or de-
fects has sparked renewed conflict
between the Consumer Product
Safety Commission (CPSC) and
at least two major business groups
—the National Assn., of Manufac-
turers and the Electronic Indus-
tries Assn.

Manufacturers are already re-
quired to report substantial prod-
uct hazards or defects to the com-
mission within 24 hours of their
discover; .

Effective October 25, however,
the commission (CPSC) intends to
set a deadline of 30 days after such
notification for agreement on how
to correct the problem.

Commission officials said the

correction

agreements could be in the form
of a voluntary corrective action
plan devised by the manufacturer,
or a proposed consent agreement
between the manufacturer and the
CESC.

In the absence of either of those
remedies, the CPSC staff, also
within 30 days of the original
notice, is to present the commis-
sion with a proposal to take the
manufacturer into an administra-
tive proceeding to compel a solu-
tion.

The staff could also recommend
that the entire case be dropped,
but that recommendation must also
come within the 30 day period
after original notice.

The CPSC had never before set

time guidelines for corrective ac-
tion.

Once a voluntary corrective plan
or consent proposal is submitted
to the commission it becomes a
public matter, and that is of major
concern to industry, according to
a spokesman for the National Assn.
of Manufacturers.

“Even before anyone has de-
termined that a real substantial
problem exists, it would be pub-
lic,” the spokesman said.

The publicity would expose the
manufacturer to greater liability
threats “when there is no real
evidence that problem exists,” he
said.

Publicity would also prove to
be a competitive liability for the
manufacturer concerned.

Industry groups are also upset
by the attitude the Commission is
taking on the issue. The new time
deadlines were to have been effec-
tive last August 25, but were de-
layed until October by industry
request. [l

Chrysler Corp. restores
benefit plan payments

DETROIT—Chrysler Corp. re-
stored supplemental unemploy-
ment benefits (SUB) to 7,000
2ligible laidoff workers beginning
Sept. 22, although the automaker
expects the fund to be depleted in
three to four weeks because of
the high number of employes on
temporary layoff during the an-
nual model changeover period.

Under current production
schedules, work on 1976 models
should bring enough employes
back to work so that the $2 mil-
lion SUB fund can begin paying
benefits again in late November,
according to John Montgomery,
manager of industrial public re-
lations. After that, the fund should
receive enough contributions—at
the rate of 12 cents per employe-

r A” in the F ami’y-'or George and Shirley Coté

of Newport Beach, California, flying is a real family affair. Each owns an aircraft and both have }

commercial tickets with single and multi-engine instrument ratings plus thousands of hours of
flight time. [7 Shirley also has flight instructor and glider ratings, has won numerous cross-

country races and was named 1971 Pilot of the Year by the Orange County 99s. And she's been
flying for only six years! [JHer husband, George, has a rotary-wing rating, a degree in airport
management and has served for over 20 years as an aviation administrator in both the public
and private sectors. He is currently a 112 Commander representative and is working toward
a law degree. [7 Like many aviation families, the Cotés insure with USAIG. "'Over a 20 year
period, USAIG has provided me with an entire spectrum of coverages . . . from individual

aircraft liability to airport liability for a complete system of airports,” says George. “‘And ,

they've never let me down . . . not just when we had a claim but also when we needed advice
and guidance on hard business decisions. They've really helped me stay in aviation . . .

both safely and profitably.” § J&g @Y Jlly upmeo srates mncArT NsuRAnce GRouP
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paid-hour—to allow payment of
benefits to the remaining laidoff
hourly workers indefinitely, he
added.

Benefits restored last Sept. 22
were reduced 20%, under the
provisions of the SUB plan, be-
cause the fund was still below the
level of $58.50 per covered work-
er. Payments cease when the fund
goes below $18 per eligible em-
ploye.

Between November 1974 and
April 1975, the SUB fund paid
out about $80 million in benefits
to laidoff Chrysler workers, Mr.
Montgomery said. Chrysler has
been contributing about $200,000
per week, he added.

Under the SUB plan, benefits
are caleulated at the rate of 95%
of after-tax pay minus $7.50.
SUB payments supplement unem-
ployment compensation to bring
the total payment to this level. m

University . . .

Continued from page 3

of plying the oceans around the
world. Actor John Wayne'’s ship
also is insured by the Continental
policy.

On the other hand, insurance for
the erew equipment in the racing
shells is handled by Julian Wolf,
a local firm selected partly be-
cause the coverage here is small.

Airborne students and the USC
population in general are covered
by a group travel aceident policy
from Continental Casualty Co.
The first-dollar policy offers
$100,000 limits for employes and
$5,000 limits for students.

Students who opt for voluntary
Blue Cross health coverage ante
up the largest aggregate premium
to flow from the university, Mr.
Ratka noted. He said that the
5,000 or so students who sub-
scribe to the plan pay approxi-
mately $100 a year for supple-
mentary health services, including
365 days of hospital care. Thus
their aggregate premiums are an
impressive $5650,000 a year.

Three underwriters share the
job of insuring USC group health
protection. They are Blue Cross
of Southern California, the Paci-
fic Mutual Insurance Co. and
Ross-Loos, which offers a prepaid
health insurance plan.

All three plans are contribu-
tory, pointed out Mr. Ratka. The
only out-of-the ordinary segment
of the USC employe benefit pro-
gram is the new payroll deduc-
tion auto liability plan. “Popular”
is the word for it, he underlined.

Although Mr. Ratka and his
administrative assistant, Patricia
Tyner, have studied the idea of a
dental plan, they have tabled the
coverage, concluding it to be too
costly. u

450% inflation

Malpractice insurance premiums
were up 450% in a survey of local
price increases published by Phil-
adelphia magazine. The survey,
called “165 Reasons Why You're
Going Broke,” compared an area
physician’s 1974 premium of $6,000
to the 1975 premium of $27,000. It
also itemized other consumer prod-
ucts price changes. Nothing even
came close to the increase in mal-
practice rates, but runners-up
were canning lids, up 200%; sar-
dines, up 174%; and bubblegum,
up 100%. One of the few things
that cost less in 1975 than in 1974
were the rates of no-fault bodily
injury car insurance, which
dropped 15%.



Someone once said, “Life is what happens to you
while you’re making other plans.” It may be good for
a grin, but not for a philosophy. We'd like to help you
plan for all of life’s happenings.

Before our Life Company affiliate was chartered a
decade ago, we planned long and hard. We've never

stopped planning in the ten years since. Here’s where
we are today.

By the end of 1974, total life insurance in force ex-
ceeded one and one-half BILLION dollars. Assets of
Employers Life Insurance Company of Wausau had
vaulted to almost 34 Million dollars. Impressive
statistics which gain their full meaning in terms of

what Employers Life Insurance of Wausau can do for
you.

Ten years of operation would not of itself be reason
for celebrating. But the enthusiastic acceptance of
our products and services has quickly moved us into a
position of strength among life insurers — has helped
us achieve in ten short years what sometimes takes a
generation to accomplish.

The Employers of Wausau way is the right way,
whether you're looking for casualty, property, or life
insurance. A Wausau representative can help you
with your Plans for Life.

Now, during our tenth anniversary celebration, or any
time, contact Wausau’s nearest office to get carefully
considered answers to important questions about:

*Business Life Insurance
*Personal Life Insurance
*Group Insurance

Come to the Source
Get the Wausau Story

*Licensed in all states
except New York
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Canadian brokers look to new law
to spark a boom in sales of D&O

By MARIE KRAKOWIECKI

NEW YORK—Directors’ and
officers’ liability insurance, a
long-time sleeper in Canada,

shows signs of awakening at the
end of this year.

A piece of federal legislation,
the Canada Business Corporations
Act, is expected to be signed into
law in late 1975. One of its major
thrusts is to redefine the respon-
sibilities of corporate directors
and officers.

In part, it is modeled after the
Delaware Corporation Act that
touched off a big demand for di-
rectors’ and officers’ liability in-
surance in the United States in
the 1960s. And Canadian risk
management and brokerage

sources are predicting it could
create the same kind of demand
in their country.

Canada already has some pro-
vincial legislation, notably in On-
tario, that touched off partial de-
mand for D&O coverage in 1970.
Nevertheless, current estimates
peg Canadian purchasers of cor-
porate D&O policies at between
10% and 20% of all major com-
panies. This compares to about
70% of United States firms which
buy that type of insurance. (And
some of the Canadian purchasers
of D&O coverage are “tag-alongs”
because they are subsidiaries of
big U.S. firms already having the
coverage.)

Warren Brockmeier, director of
risk management services of the

Wyatt Co., which publishes a
yearly survey report on D&O, put
it another way:

“Only about 609, of big Cana-
dian firms have the same interest
in purchasing D&O coverages as
big United States firms, based on
our samples,” he said. The over-
all estimates of between 10% and
20% of Canadian firms buying
D&O would most likely include
small operations as well as cor-
porate giants.

Marsh & McLennan's Montreal
office recently sent a general let-
ter to all its major clients outlin-
ing the pending legislation and
suggesting they look at quotations
for directors’ and officers’ liabili-
ty coverages which might be ap-

propriate.

Tomenson Saunders Whitehead
Ltd., a Toronto-based broker, is
gathering more information about
the coverages so it can anticipate
any increased demand for D&O
by its clients. It is staying low-
key about its efforts, but was the
first firm named as a new activist
in D&O coverages by a leading
risk management source in Can-
ada. ‘

Similarly, a spokesman for
Reed, Shaw, Stenhouse, the chief
subsidiary of giant Canadian
broker Reed, Shaw, Osler, said
his firm is definitely stepping up
its efforts to market D&O policies
in anticipation of the new law.

Since the law gives corpora-
tions a five-year grace period be-
fore they have to meet all of its
requirements relating to directors
and officers, many brokerage
sources still think the move to
D&:0O coverages will be gradual.

For instance, Johnson & Hig-

gins, which has a big Canadian

- Now there’s an Employee Benefit Plan with ex-
tra advantages for everyone: employees, employers
and sellers. It’s called Extra Protector, another big

First for the fastest-growing kid on the block.

Phoenix Mutual’s Extra Protector is designed to
work in effective combination with existing types of life

coverages, both personal and group.

For employees, the Extra Protector Plan provides low
cost protection with maximum benefits in the early years,
when a family’s needs can be the greatest. Spouses are eligible
for the plan, regardless of where or whether employed, and
even 1if the employee does not enroll. Extra Protector is portable,
too, with premium payments level for the period the policy

is in effect.

For employers, Extra Protector costs nothing be-
yond the routine administration of making one monthly
remittance for all the premiums withheld through payroll
deduction. In addition to being an added inducement for
prospective employees, Extra Protector will generate

good will from current employees.

Any plan that does so much for employees and em-
ployers has to do something special for the producers.
Extra Protector should be an extra special moneymaker

for all participating

Extra Protector. Its one more reason why Phoenix

agents and brokers.

Group is the fastest-growing kid on the block.

PHOENIX MUTUAL

Hartford, Connecticut

EVERY Il MINUTES ANOTHER COMPANY
TRUSTS US WITH THEIR LIFE.

New! From the
st-growing kid
on the block: |

operation, said it had “nothing
significant” to report about in-
creased interest in D&O as a re-
sult of the new legislation.

Most of the other brokerage
sources reached felt the law would
boost demand for D&O. One told
Business Insurance that what he
was basically doing was gather-
ing “propaganda” on the cover-
ages.

Jarvis DeConde, a senior ac-
count executive for Marsh & Mc-
Lennan’s Montreal office, was one
of the few Canadian brokers
reached who was frank about
stating his firm was “certainly”
becoming more interested in of-
fering D&O as a result of the new
legislation.

Mr. DeConde believes the Cana-
dian Business Corporation Act
could trigger the same kind of
demand for D&O in Canada that
the Delaware laws triggered in
the United States, with one major
qualification:

Canadians just are not as liti-
gation-happy as their American
neighbors, and are therefore not
as likely to suffer from a spate of
lawsuits requiring D&O cover-
ages. Canadian lawyers do not
operate on contingency fees the
way U.S. attorneys do, so the mo-
tivation to press for big judg-
ments isn’t as prevalent,

Furthermore, under the new
Canadian law, anyone who wants
to file a non-derivative (non-
stockholder) lawsuit against di-
rectors-and officers of a corpora-
tion will apparently first have to
appear before a trial court to
prove there are sufficient grounds
for the suit.

Because of the legal climate and
the limited past experience of
Canadians with any major D&O
claim, Mr. DeConde feels that
even though the interest in the
coverage will be spurred by the
upcoming legislation, the most
new business it might generate
would fall at least 15% to 20%
below the levels of D&O pur-
chased in the United States.

One aspect of the situation most
appealing to. Canadian brokers
and American brokers operating
in Canada is that any new de-
mand for D&O policies can serve
as a lever to get new accounts.

Most big brokers with major
clients carry the lion’s share of
each corporation’s account. But
there are many small commercial
accounts which brokers haven't
been able to wrest from their
competitors. If they can approach
prospects with a sound plan for
marketing D&O, some of them
are hoping to woo other lines of
business as well, a Toronto re-
searcher commented.

Meanwhile, insurance rates for
D&O in Canada are apparently
seesawing in wide swings, al-
though they have generally de-
clined over the last three years.

American Home Assurance and

.Lloyd’s of London are the two

markets said to underwrite the
bulk of D&O policies in Canada.

One major broker said Lloyd’s
hasn’t been competitive for a long
time on premium rates for the
coverage. His company’s Montreal
branch wrote roughly a quarter
of a million dollars of D&O
three-year premiums, with limits
running between $1 million and
$15 million. But much of the busi-
ness was originally written when
rates were higher.

“We can go with one risk to
three different companies and
there could be as much as a 100%
difference in the prices they
quote,” the broker said, typifying
the rates as “yo-yos.”

He blamed the rate variations
on the fact that some insurers,
particularly American Home,
broke into the Canadian D&O
market without knowing enough

Continued on page 8
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We can service the international insur-
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extensive insurance organizations.

So, if you need insurance coverage for
anything from a home to an industrial
complex, give us a call.
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it is. And no matter where in the world
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CHUBB
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Canadian D&EO

Continued from page 6.

about Canadian pricing. Thus,
they were charging “premium
premiums.” When underwriters
saw the policies weren't selling,
according to the account execu-
tive, they began lowering their
prices. The end result was a
patchwork of entirely different
D&O costs, which exists now, and
has been even more confused by

the anticipated reactions to the-

new law.

“D&0 by and large is a cover-
age that has been dormant for a
long time in Canada. If anything
can jolt it into life, it will be the

Canadian Business Corporations
Act when it goes through,” anoth-
er broker commented.

Daniel E. Sullivan, risk man-
ager for Montreal’'s Northern
Electric Corp. Ltd., one of the
few Canadian firms that has been
purchasing D&O, also agrees the
demand will be greater.

Mr. Sullivan, who is also presi-
dent of the Risk and Insurance
Management Society, noted that
Ontario took the lead in outlining
further responsibilities of direc-
tors and officers in its provincial
legislation. But his firm, and most
of the country’s firms haven’t yet

had major D&O claims.

“The risks just aren’t that wild
in Canada,” Mr. Sullivan com-
mented. “But we’ll probably fol-
low the ways of our Southern

neighbor in getting increased
D&O policies. It seems inevit-
able.” [

PBGC moves

The Pension Benefit Guaranty
Corp. (PBGC) moved to new of-
fices at 2020 K. St. NW, Wash-
ington, D.C. 20006, from former
quarters in Silver Spring, Md.
The mailing address remains P.O.
Box 7119, Washington, D.C,,
20044. The new telephone num-
ber for general inquiries is (202)
254-4817.

Since 1900

INSURANCE AUDIT & INSPECTION COMPANY

Independent Consultants on Risk Management
and Property-Casualty Insurance

6525 E. 82nd St., Suite 206—Indianapolis, Indiana 46250
Also, St. Louis, Ann Arbor, Charlotte
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Wlmt’s so special about
Talbot Bird coverage"

Simply that here there are break-bulk as well as container
specialists to apply the same in-depth skills to any type of
cargo problem whether it is fertilizer or chemicals in bags for
conventional ships, or containers for the newest “roll on” carriers.

Specialists who can save you some hard-to-forsee headaches
by knowing the hazards, what the deductibles should be and who
are able to negotiate the proper “named peril” coverage where
cost is a factor.

A fewminutes discussion in determining the best approaches to
your problem will convince you that “We Expedite with Expertise.™

Talbot, Bird & Co., Inc.

Marine Underwriters and Managers

156 William Street, New York, N.Y. 10038

Chicago = San Francisco » Los Angeles + Seattle - Tampa - Boston « Dallas

info for buyers

T o receive literature listed in Info for Buyers write directly
to the name and address accompanying each item, mention-
ing that you saw the offering in Business Insurance. Readers
are welcome to submit items for possible inclusion in the column.
All items that are free and have informational value to readers
are eligible. The column will also consider items for which
there is a modest handling charge. A sample of your literature
should be sent to Info for Buyers, Business Insurance, 740 Rush

St., Chicago, Il. 60611.

e You and the High-Rise Build-
ing Fire, written by Dr. Anne W.
Phillips, discusses the physiologi-
cal and emotional problems faced
by human beings, especially the
elderly, when confronted by fire.
Dr. Phillips is a surgical research-
er at Massachusetts General Hos-
pital, Boston. Price is $2.50, To
order, write to the Society of Fire
Protection: Engineers, 60 Battery-
march St.,, Boston, Ma. 02110.

¢ The HMO Complex: Auxiliary
Corporations, written by Dan Ma-
runa, is available from Protech
Publications. Price is $4, but there
is a 25% discount to Business In-
surance subscribers. To order,
write to Protech, 2182 Dupont Dr.,
Irvine, Ca. 92664.

e Man and Manager Inc. is of-
fering a free sample of Safety and
Security for ' Supervisors, a 40-
page pocket-size daily calendar,
published monthly, which provides
an on-going supervisor training
program in OSHA regulations. The
datebook contains questions and
answers on OSHA, a safety check-
list form and case histories and
articles on all phases of industrial
safety and security. For a free
sample, write to Man and Manager
Inc, 799 Broadway, New York,
N.¥, 10003,

e A brochure from the National
Assn. of Insurance Agents tells
How to Avoid Costly Mistakes in
Business Insurance, A loss ex-
posure checklist is included. For a
free copy, write to James M. Shea,
NAIA director of advertising, 85
John St., New York, N.¥Y. 10038.

e International Service Corp.

(ISC), a subsidiary of INA Corp.,.

is offering a Directory of its world-
wide services. The bhooklet con-
tains lists of international offices,
indexed by city and country. Also
available is a descriptive brochure
on ISC, called Until Now. Until
ISC. For free copies, write to John
Wansink, ISC, 1600 Arch St., Phil-
adelphia, Pa. 19101.

e A brochure on Stewart Smith's
new Law Enforcement Liability
coverage is available. Eligibility is
limited to groups or depariments
and the program covers police, se-
curity officer services, guards,
custodians, ete. Applications and a
specimen policy are included with
the brochure. For a free copy,
write to Stewart Smith, Attn: Law
Enforcement Dept., 125 S. Wacker
Dr., Chicago, I1. 60606.

e U.S. Government publication of
interest: Emergency Services
Guide For Selected Hazardous
Materials provides transportation
industry workers with emergency
information, presented as a series
of steps, for minimizing the danger
of toxic or volatile liquid/gas
spills, A total of 30 hazardous ma-
terials, ranging from acrolein to
vinyl chloride, are given two-page
treatments that tell their potential
dangers, immediate action to be
taken, specific fire, spill and first
aid information, a table of evacua-
tion distances, and water pollution
control information where applica-
ble. Order No. 050-000-00092-3.
Price: $1.40. Order from Public

Documents Distribution Center,
5801 Tabor Ave., Philadelphia, Pa.
19120. Make checks or maoney
orders payable- to the Superin-
tendent of Documents; do not send
cash.

e Underwriters Laboratories has
published a new Catalog of Stand-
ards for Safety. It is designed to
be a handy reference tool when
ordering any of UL’s more than
300 “Standards for Safety,” To
receive a copy, write Underwriters
Laboratories Inc., 333 Pfingsten
Rd., Northbrook, Il. 60062, Attn:
National Standards Stock,

e Total Claims Service, published
by Underwriters Adjusting Co.,
describes” the company’s compre-
hensive claims adjustments pro-
grams for firms that self insure.
For a free copy write Robert L.
Tatro, manager, marketing, Un-
derwriters Adjusting Co., 224 S.
‘Wacker Dr., Chicago, I1. 60606.

Updating items

NOTE TO THOSE WHO
HAVE PREVIOUSLY SUB-
MITTED INFO ITEMS:
Most Info for Buyers offer-
ings are repeated about four
times a year. If there is a
change or an item is discon-
tinued, please let us know.

e The Wyatt Co. is offering a
pamphlet—What to Look for in
Captive Company and Self-Insur-
ance Feasibility Studies—that de-
fines the objectives of a feasibility
study and the factors to be con-
sidered in a study of this nature.
The pamphlet is written by War-
ren G. Brockmeier, director of risk
management services at Wryatt,
and it originally appeared in Risk
Management magazine. For a free
copy write Warren G. Brockmeier,
The Wyatt Co., One First Na-
tional Plaza, Chicago, Il. 60603.

e How to Imnsure Trust Depart-
ments Properly, a reprint of an
article by Bernard J. Daenzer,
president of Wohlreich & Ander-
son Ltd., has been made available
by the company. The article dis-
cusses errors and omissions cov-
erage for trust departments and
includes several examples of re-
cent large losses along with the
results of a bank trust department
survey. For a free copy write An-
thony Bova, Wohlreich & Ander-
son Litd., 55 John St., New York,
N.Y. 10038.

e Permanent Value Group Life—
as a Supplement to Group Term,
published in September by Wash-
ington National Insurance Co., de-
scribes an option for employes in-
sured under the carrier’s group
term contract. Basically, the alter-
native allows all or part of the
group term life insurance to be
supplemented with permanent life
insurance having cash and loan
values, The coverage becomes ful-
ly paid after 10 years or upon re-
tirement at age 65. For a free copy
of the brochure, write Robert A.
Hermann, CLU, Director of Group
Marketing, Washington National
Insurance Co., Evanston, I1. 60201.
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Client relationship not
affected by earnings
overstatement: Broker

MEMPHIS—Cook-Treadwell &
Harry Inc., ranked as the 20th
largest brokerage firm in Business
Insurance’s Agent/Broker issue,
said its consent to a Securities and
Exchange Commission (SEC) or-
der involving an overstatement of
earnings for fiscal years 1971 to
1973 would not affect its broker/
client relationships.

A company spokesman said
Cook-Treadwell found the mistake
in May, 1974 and informed ithe
SEC. “We haven't experienFed
any adverse effects from the 'er-
ror,” he said, adding that ‘the
overstated earnings did not affect
Cock-Treadwell’s ranking am{mg
the largest brokers.

The figures on brokerage grass
revenues and premium volume
submitted to Business Insurance
for .those years did not include
Cotton Belt Insurance Co., the
subsidiary that had the disputed
earnings report.

“We've filed 1974 statements
with the SEC which were audited
and certified by our new audi-
tors,” the spokesman continued.
“Therefore, neither the company
nor the auditors have any reason
to believe the statements are in-
correct in any way.”

The SEC required the firm to
revise its 1972 and 1973 financial
statements and found the compa-
ny, which is 96.3% owned by
Cook Industries Ine., had also
overstated earnings in a 1972
registration statement for the sale
of 300,000 common shares.

Cook-Treadwell last November
offered to repurchase all the 300,-
000 common shares sold on the
basis of the incorrect 1972 regis-
tration statement. At the time, its
lawyers said it was not necessary
to obtain prior SEC approval.

Part of reason the company,
based here, is making another of-
fer to repurchase shares involved
in the 1972 earnings incident is
because the firm “wanted to coop-
erate fully with the SEC,” an ob-
server said.

‘“The company has been in-
formed by the SEC that in its
view the registration (for the No-
vember 1974 offer) was re-
quired. . .The company subse-
quently decided to make the of-
fer that we're making now''—
namely to repurchase the common
shares from individuals (who still

Denyrequest
for comp hike

TALLAHASSEE—A 12.5% re-

quest for a premium hike in |

workers’ compensation coverage
was turned down Sept. 8 by Flor-
ida Insurance Commissioner Phil-
ip F. Ashler.

The National Council on Com-
pensation Insurance, who filed
the request submitted May 6, also

-wanted to change the wage base
formula from $100 a week to $300,
the insurance commissioner’s of-
fice said.

“The practical effect. . .would
be the imposition of a premium
increase for some employers in
Florida,” Mr. Ashler said.

He charged the workers' com-
pensation underwriters “did not
satisfactorily defend their con-
tention that a change in the wage
base formula would not cause ex-
cesive and continuing jumps in
the amount of premiums paid by
employers.”

have them) purchased between
1972 and 1974 and to allow those
who sold the shares back to Cock-
Treadwell in November to pur-
chase the shares again, the
spokesman explained.
Cook-Treadwell repurchased
274,000 common shares for about
$2.2 million, the SEC said. The
company paid $540,000 to invest-
ors who had sold their shares at
a loss between the 1972 offering
and May 8, 1974 to compensate
them for the difference between
the purchase and selling price.
The company also hired new audi-
tors. ]

A Flexible Market for
Treaty Reinsurance,

Casualty Facultative Reinsurance
and Excess Covers.

Call {212] 269-0300

NORTH STAR
REINSURANCE CORPORATION

90 William Street, New York, N. Y. 10038

APTH STAT PEmSuRANCE

The subject is self-insurance. A risk management

or misunderstand.

Especially those that have autgrown their insurance

service,

At Alexander & Alexander, we'll show you how self-
insurance can play a more meaningful role in your total
risk management program.

insurance premiums you'd otherwise have fo pay. At the
technique that many growing companies often overlook same time, we'll advise ycu on catastrophe coverage for

losses you can't predict.

It's all part and parcel of Alexander & Alexander’s
thorough review.and study of your company’s overall
insurance program.

If you'd like more information, send for our. free

- booklet. It's called “How To Tell When Your Company Has

We'll advise you on certain risks your company might Outgrown Its Insurance Service”’

well assume. Help you budget for predictable business

Alexander & Alexander Inc., Information Services,

losses that could cost your company a lot less than the Dept. F, 1185 Avenue of the Americas, New York, N.Y 10036.

lexander
exander
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e Self-insuring your workers’
compensation exposure?

e Experiencing churning excess markets?

INSURERS
T0

e Facing soaring retentions and rates?

Since 1942 we have provided an orderly
and stable market for specific and stop loss
excess workers' compensation. A similar
excess program is available for self-funded
group accident and health plans.

SAFETY MUTUAL
CASUALTY CORPORATION

706 Chestnut St., St. Louis, MO 63101
(314) 421-5100

INDUSTRY

SINCE 1942

New dental program
for Chicago teachers

CHICA GO—The Chicago
Teachers’ Union won a new den-
tal program and increased hos-
pitalization coverage for some
50,000 teachers and Board of Ed-
ucation employes in its new con-
tract following an ll-day strike.

The dental program, costing an
estimated $4.5 million for the
year, will give teachers and other
board employes $1,000 in dental
benefits annually with a one-time
$50 deductible.

Insurance will cover 100% of
reasonable and customary charges
for preosthodontic, periodontics
and orthodontics. Dependents are
not covered. This portion of the
contract becomes effective Dec.
15th, according to Lester Davis, a
union spokesman.

Marsh & McLennan International: Adelaide, Antwerp,
Athens, Auckland, Beirut, Berlin, Bogota, Brisbane,
Brussels, Buenos Aires, Calgary, Cali, Campinas,
Capetown, Caracas, Casablanca, Dublin, Dusseldorf,
Edmonton, Frankfurt, Halifax, Hamburg, Hamilton,
Hong Kong, Istanbul, Jakarta, Marsh & McLennan
International, Johannesburg, Lagos, Lima, Lisbon,
London, Madrid, Manila, Melbourne, Mexico City, Milan,
Montreal, Munich, Nassau, Oslo, Ottawa, Paris, Perth,
Quebec City, Rio de Janeiro, Rome, Rotterdam, Santiago,
Sao Paulo, Saskatoon, Marsh &MclLennan International,
Singapore, Stockholm, Stuttgart, Sydney, Taipei, Tokyo,
Toronto, Vancouver, Vienna, Windsor, Winnipeg, Zurich,

Marsh & McLennan International.

We're there where you need us.

When it comes
to insurance,

come to
the leader.

Marsh&
Mclennan

Hospitalization coverage has
been increased 300% effective
Jan. 1, 1976 from 120 days to 365
days at an estimated additional
cost of $100,000 to the Board of
Education.

Blue Cross/Blue Shield of Il-
linois, which insures the basic
hospital coverage will insure the
expanded benefit portion also, ac-
cording to Michael J. O’'Malley,
director of insurance and employe
benefits for the Board of Educa-
tion, city of Chicago. Dependents
as well as employes are covered
in this program.

Mr. O'Malley said the board will
look at Delta and Blue Cross/
Blue Shield first for the dental
coverage because he believes there
is ‘“no catastrophic risk involved
with a $1,000 maximum yearly
benefit.” He thinks a claims pay-
ment program will serve the un-
ion’s need best.

“We're also talking to some
carriers but if that's not really
competitive then we’ll look to the
service companies,” Mr. O'Malley
said. Among the companiés asked
to submit quotes are the Equitable
Life Assurance Society of the
U.S. and Prudential Insurance
Co. of America.

The Board of Education has
used the brokerage services of
Corroon & Black, Frank B. Hall
and Fred S. James in the past.

If dental coverage is put out to
formal bid, Mr. O'Malley said he
probably would select Milliman
& Robertson, a national consult-
ing actuarial firm, to assist him in
evaluating the bids.

Although only 33,000 teachers
are represented by the union and
its bargaining unit, an additional
17,000 non-member teachers and
board employes are covered by
the contract settlement, which is
expected to be ratified by the un-
ion soon. u

Waich out
for trucks
on highway

WASHINGTON—Tractor-trail-
er trucks have dramatically higher
fatal crash involvement rates than
other vehicles, outstripped only by
motorcycles, the Institute of High-
way Safety said.

The institute studied different
sized vehicles in fatal crashes, and
the relationship between size and
other factors in 1,440 fatal crashes
in Maryland during 1970 and 1971.

Data showed that although only
1.3% of the vehicles involved in
all reported crashes were tractor-
trailers, 3.6% of the vehicles in-
volved in the fatal crashes were
tractor-trailers.

In collisions involving a tractor-
trailer and another vehicle, 12%
of the occupants of tractor-trailers
were killed, compared to 57% of
the occupants of other vehicles.

The study also showed that in
collisions involving traveling in the
same direction, two-thirds of the
crashes involved a truck running
into another vehicle from be-
hind. ]

Form new company

Leggetter & Co. Inc. and W.
Warren Yeager, a fellow of the
Society of Actuaries, formed a
new firm of consulting actuaries
called Legetter & Yeager Inc.
Complete actuarial and employe
benefit consulting services will be
offered by the Dallas-based firm.
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risk management reports

from

business
insurance

The practical working tool for financial
executives, risk and insurance managers.

Edited by H. Felix Kloman and published six times a year by Business Insurance.
Enroll as a satisfaction guaranteed subscriber to Risk Management Reports at the
annual subscription rate of $60.

Send check or money order to:

Risk Management Reports, c/o Business Insurance
740 Rush Street, Chicago, lllinois 60611
(Make checks payable to Risk Management Reports.)

See 100% increase
in lllinois comp rates

CHICAGO—Illinois workers’
compensation insurers will re-
quest, and receive, rate increases
of around 100% by early 1976,
predicted a labor relations special-
ist who represented employers
while amendments to the Illinois
law were being drafted.

Leonard Day, manager of the la-

"bor relations department for the

Illinois State Chamber of Com-
merce, noted that workers’ com-
pensation insurance rates have al-
ready escalated an average of
46.8% retroactive to July 1 when
the new state law became effective,

“My guess is that about the first
of the year the insurance depart-
ment will authorize a 100% in-
crease in work comp premiums,”
he told an audience of CPCUs as

The American Tradesman

Lives his business; so do we.
Built the business from letterhead up; still lives and breathes it

seven days a week. To the American Tradesman, the company is his
baby; the employees, a second family.

He worries about this family, healthy and sick, young and old.
That's where American Mutual steps in.

If an employee gets hurt, we're ready to help, 24 hours a day. Asa
leader in rehabilitation, we keep the finest medical facilities at our
fingertips. We pride ourselves on our record for paying claims quickly
and fairly.

Just as important, American Mutual offers unique services for the
individual policy owner. For example, our Family Security Program
supplies a detailed appraisal of one’s personal insurance situation.

For nearly 90 years, we've been helping people like the American
Tradesman stay safe, and sound.

A\ merican
‘NAvtual We want to keep you safe, and sound.

INSURANCE COMPANIES,
WAKEFIELD, MASS. 01880

the local chapter meeting.

In his explanation of some major
changes in comp rules as a result
of passage of the amendments, he
cited a case of “one of the larger
employers in Illinois examined its
records of death benefits paid in
the past and calculated that its av-
erage death benefit was $29,000.
Then they computed average death
benefits under the new law and
the figure came out to be $330,-
000.”

The amendments for all practi-
cal purposes mandates that every
employer in Illinois have work-
ers’ compensation insurance cov-
erage, said Mr. Day. “I’ve heard
it said that many small firms in
Illinois will run the risk of bank-
ruptey because they don’t realize
they're covered” by the liabilities
imposed under amendments to the
state workers' compensation act,
he added. Mr. Day noted that
very few companies are excepted.

Under temporary total disability
provisions, actual average wages
used to determine benefits payable
in the event of employe injury will
include fringe benefits and all oth-
er remuneration, a change from
past practice, said Mr. Day.

A temporary total incapacity
benefit is now paid after a disabil-
ity of three days (lowered from
seven days under previous rules),
anc is now paid retroactively for
the first three days if it continues
for more than 14 calendar days
(lowered from the previous 21
days), explained Mr. Day.

Amendments provide for em-
ploye to choose their own doctors,
at <he employer’s expense, subject
only to change by order of the
state industrial commission, he
said. “However, employers can di-
rect the injured employe to see the
company’s own physician” to veri-
fy the condition of the disabled
worker and to verify and check on
the appropriateness of treatment
prescribed by the employe’s doctor.

Under the occupational disease
clauses of the amendments, the
major change is that the definition
of OD is expanded to encompass
any disease that might be caused or
aggravated by the employment,
Mr. Day told the group. “The ‘or-
dinary diseases of life’ exclusion is
removed,” he added. Mr. Day said
some work comp experts believe
there may be more claims, filed
against companies affer the deaths
of former employes if the death
occurs within three years of em-
ployment, claiming occupational
diseases, as a result of this provi-
sion.

Penalties against employers were
increased substantially by the
amendments, Mr. Day lamented.
The key penalty areas are:

e A self-insured employer can
be disqualified as such and ordered
to buy workers’ compensation in-
surance, in addition to having to
pay attorney’s fees and costs if he
practices delay or unfairness to-
ward employes in adjustments,
settlement, payments, etc.

e Delay, refusal, neglect etc. in
total temporary disability pay-
ments can cause a $10 per day
added compensation cost. A delay
of 14 days creates a “rebuttable
presumption of unreasonable de-
lay,”” Mr. Day noted.

e If the disability stems from
a “willful” violation of OSHA, the
award can be increased by 25%.

Mr. Day summarized the chang-
es by advising employers to keep
meticulous records regarding all
facts, information, sources, etc.
upon which all workers’ compen-
sation and occupational disease de-
terminations are made. u
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Product liability may go
to claims-made basis

CHICAGO—Product liability
coverage will be written on a
claims-made basis within two
years, predicted a defense attor-
ney specializing in product lia-
bility litigation.

“Half of the 10 major insurance
companies our firm works with
as clients have discussed it,” said
John T. Coleman, an attorney
with Baker & McKenzie, a law
firm based here.

A no-fault solution to products
liability would “not work because
it would not cure the problems of
coverage questions” prompted by
the four-month-old Berry wvs.
G. D. Searle decision, handed
down by the Supreme Court of
Illinois. He spoke at a meeting of
the Risk and Insurance Manage-
ment Society here.

That decision, explained Mr.
Coleman, established that the two-
year statute of limitations would
begin at the time of the accident,
not on the date the suit was filed
or when discovery of the injury
was made. This part of the deci-
sion is beneficial for manufactur-
ers, he pointed out, calling the
ruling a “mixed blessing.”

Mr. Coleman predicts that in-
surance carriers will raise gues-
tions of coverage once the full im-
pact of the Searle decision is felt.

An irony of that particular case
is that it was successfully refiled
under the Uniform Commercial
Code (UCC) which holds a man-
ufacturer liable under product
warranty for four years.

“So don't throw away your files
after two years,” Mr. Coleman
advised the risk managers present.

The court ruled that although
the claim is valid for up to four
years, UCC provisions must be
followed, he continued. “As soon
as you are aware that a breach of
warranty is known, you must
give the manufacturer notice of a
possible claim.”

“‘Berry’ gets rid of some claims
under the statute of limitations
but opens a Pandora’s box on a
lot of claims which should be
dead,” said Mr. Coleman, who al-
so serves as regional chairman of
the Defense Research Institute, a
non-profit organization based in
Milwaukee.

‘Another case, Burke vs. Sky-
climber, is also important to risk
managers because of precedents
it sets on product liability.

The Illinois Supreme Court
found in that case that a manu-
facturer “cannot pass on any lia-
bility it may originally have to
the consumer or someone else who
makes alterations in the prod-
ucts,” he explained. Included un-
der this ruling are active negli-
gence, strict liability in tort and
breach of warranty.

“If both parties are found
guilty, the verdict is split because
both are joint tortfeasors,” Mr.
Coleman said.

“Third party actions may have
been significantly altered by this
decision,” he believes. “The courts
are not exactly enamored with
third party actions anyway. The
only hope for a product liability
defense (as defined by) ‘Burke’ is
to emasculate the state supreme
court’s decision in some way.”

The courts “don’t like indemni-
fication agreements in which the
general contractor is held harm-
less from the subcontract,” Mr.
Colemas pointed out. “You can-
not be indemnified unless the sub-
confractor expressly agrees to in-
demnify the liability as a result
of work done by him regardless
of who is negligent,” he added.

Comparative negligence is a
more “equitable” way of han-

dling many of these lawsuits, he
believes.

Settlements under the new
workers’ compensation law are
“higher—maybe triple what they
used to be,” Mr. Coleman said.
“The insurer then can furn around
and sue the manufacturer to re-
cover the workers’ compensation
claim. It used to be that the man-
ufacturer could also turn around
and sue the employer for negli-
gence. But this can’t be done any
more,” he explained.

“Federal rules of evidence have
emasculated previous rules,” Mr.
Coleman continued. “It has al-
lowed plaintiffs’ attorneys to get
expert witnesses with proper cre-
dentials and simply ask them if
they’ve had an opportunity to ex-

amine the widget in question.

“If the witnes says yes, the at-
torney just asks if he thinks it is
unreasonably dangerous. If the
witness says yes, the attorney
asks if he thinks it caused the ac-
cident in question,” he said. “It
depends on the trial judge wheth-
er an attorney can cross examine
the expert witness. This is a great
change,” he added.

“The best way to beat a prod-
ucts case used to be to discredit
experty testimony and (thus)
keep the case from getting fo a
jury. Now it's going to be very
difficult for the defense to use
this option,” he added.

Mr. Coleman went on to com-
ment that the adverse verdict
range “has gone all over the
board.”” Settlements for death
cases range ‘“from $200,000 to
$2.5 million,” he said.

“If (Illinois) Governor (Dan)
Walker’s bill establishing the
$500,000 ceiling on medical mal-

practice awards in the state is
found to be constitutional, then
the legislature should pass the
same type of law for produet lia-
bility cases,” Mr. Coleman said,
who believes a big part of the
problem is today’s juries.

“Who do you see on your
juries? Not engineers or people in
positions of authority or people
who work day in and day out for

a living. These people want to be
let off jury duty. Then you won-
der why you get these ridiculous
settlements,” he told the corporate
representatives.

In defending a product liability
case, Mr. Coleman said he prefers
working “directly with the cor-
poration and not with the insur-
ance carrier even though they are
paying my fee.” L
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WHEN THE WATER LEVEL DROPPED, THE COMPANY DROPPED
$70,000. The control operated valve in the make-up water line serving this
boiler stuck in the closed position, and the water level immediately begen to
drop. Two low-water fuel cutoffs failed to function, and the boiler was destroyed
by overheating. Many of the beiler tubes aztually melted down into the water

When a simple, unobirusive, water
control valve on a plamt beiler fails
to function, a lot of money can go
down the tubes. If you're a risk man-
ager or other executive responsible
for logs prevention and asset con-
servation, you should be aware of
how seemingly minor accidents like
this can cause major losses.

QOur job is to help make you cware
of such sources of potential failure of
the heating, cooling, power-produc-
ing equipment, and other machinery
in your plant. And by inspection to
prevent losses, or at least reduce the
risk of loss, through preventive
diagnosis.

We're the most experienced boiler
and machinery insurcnce company
in the business. We inspect for our
own protection, of course, but you
benetit too. Nobody wants an acci-
dent. So call us, before it's too late.

In Atlenta, call Peter Peterson: in
Baltimore, Bill Finlay; in Boston, Jack
Flodin; in Chicago, Dave Carlson;
in Cincinneti, Fred Voges; in Cleve-
land, Bill Stewart: in Denver, Jochn
Cline; in Detroit, Russ Driscoll; in
Hartford, Jim Miller; in Houston, Otto
Postma; in Los Angeles, Walt Durell;
in Minneapolis, John Arenz: in
New Orleans, Bob Greeson; in New
'é8l  York, im Thompson; in Philadelphia,
i@l Bill Mount; in Pittsburgh, Chuck Fry:.
in St. Louis, Bernie O'Connor; in
Sem Francisco, im Baas: in Seattle,
Charlie Marsh; in Syracuse,

Dick Fish. Let's talk.

wall headers. Regular testing of controls could have prevented this loss.

LL US BEFORE IT HAPPE

HARTFORD STEAM BOILER

NSPEGTION AND INSURANG

Home Oifice: 56 Prospect Street, Hartford, Connecticut 06102

In Canada: The Boiler Inspection and Insurance Company of Canada; Head Office: Toronio
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editorial opinions

Reprehensible action

HOSE WHO MUST ponder the fiduciary liability ques-
tion for corporation pension funds have reason to envy
fiduciaries of the New York state and city pension funds.

The New York State Supreme Court has ruled that in-
vestments in Municipal Assistance Corp. (Big Mac) bonds
are not in violation of standards governing the appropriate-
ness of investments for pension funds, which are contained
in the state constitution. The decision, in effect, makes the
investments prudent and eliminates the potential liability
for state and city officials who act as fiduciaries. The ruling
by the court was sought after the New York state legislature
mandated that New York City and state pension funds buy
more than $700 million worth of Big Mac bonds to help the
city out of its fiscal erisis.

The legislation, moreover, declared obligations of Big Mac
bonds for New York City are “reasonable, prudent, proper
and legal investments for (the state and city funds) or for
any board member, officer, employe, trustee or fiduciary
thereof to make on behalf of the fund.”

The action by the New York legislature, and supported by
the court, (now being appealed by the Civil Service Em-
loyes and the New York State Police Conference, by the
way) seems to be a case of government saying, “Do as I say,
not as I do.” It's extremely doubtful that corporate fiduci-
aries could get the same relief from the legislatures and
courts prior to investing in Big Mac or any other vehicles
for their funds—especially since the passage of the Employe
Retirement Income Security Act.

We're not in a position to comment on the ultimate pru-
lence of Big Mac bonds as investments, and we would have
0 look higher than the courts to find one who is, but we
ind reprehensible the New York lawmakers' action to re-
ieve fiduciaries of their responsibilities.

And it is even more reprehensible in view of the awesome
scope of those responsibilities: to preserve the value of
monies belonging to retirees and eventual retirees.

Pension funds—both public and private—are a trust, and
hat trust seems to have been violated in New York.

Early diagnosis

WE FIND INCREASING merit in a suggestion that has
been bandied about by some insurance regulators and
thers observing the regulatory process that state insurance
lepartments should conduct pre-audit examinations of com-
vanies domiciled within their own states.

The suggestion was made again by Benjamin C. Neff, for-
ner insurance commissioner for Nebraska, during an inter-
view for a story in this magazine’s last issue (Sept. 22), and
t seems especially timely in view of a declaration of insol-
vency late last month of the Imperial and Signal Insurance
Cos. by California insurance commissioner Wesley J. Kinder.

The former Nebraska regulator favors a system of pre-
wdit examinations whereby highly skilled and generously
alaried analysts would meticulously explore the annual,
juarterly and other reports of an insurance company seeking
o establish the existence or non-existence of major trouble

spots. Regular examiners would focus their attention on
the more routine aspects of the examination procedure.

Under such a system, of course, it would be difficult to
imagine a situation such as that now facing the Imperial
and Signal Cos. ever occurring., For sophisticated examiners
would presumably spot problems long before a company’s
financial condition deteriorated to the point that the com-
pany should stop renewing or writing new policies.

Surely there is enough talent in the securities industry—
securities analysts and whatnot—to provide the nation’s in-
surance regulators with enough financial diagnosticians to
prevent another major insurance insolvency from occurring.

It may be time, indeed, as suggested by another former
insurance commissioner, Gleeson Payne, for some federal
minimum standards in the area of uniformity of insurance
regulation. And the insolvency problem, above all others,
should be dealt with first.

Cargo issue coming

B ECAUSE NEARLY EVERY corporation and organiza-
tion in the country ships goods or products as part of
its operations, risk management efforts applied to cargo
risks in the last several years have produced radical changes
in the way companies manage risks of cargo damage and
liabilities resulting from the shipment of goods.

Until recently, there was minimal risk retention of ocean
or inland cargo risks. But this has changed. Insurers and in-
sureds alike are looking to higher deductibles, tougher se-
curity measures and layers of insurance protection to solve
some of the loss problems besetting the cargo property and
liability field. Thus, we determined that the subject of cargo
insurance and risk management and deserved a closeup look
at the changing exposures and methods being used to control
and fund losses.

The November 17 issue of Business Insurance will include
a spotlight report on cargo risk and insurance management.
Among the topics being surveyed for stories are over-the-
road transport risks, for motor carriers and shippers; marine
cargo risks, on both ocean and inland waterways, and the
insurance underwriters and products being used to cover
those risks; the methods air freight specialists use to manage
their risks, and how the companies shipping by air view
cargo risks.

We'll take a look at the kinds of contractual agreements
risk managers prefer to use in retaining or transferring their
cargo risks.

Ports of entry theft problems will be the subject of an in-
vestigation by editors of this magazine, to determine what
security measures are being taken by the freight carriers,
the airports and ocean ports to stem the growing crime theft
problem. Are the measures working?

A major problem for both insurers and insureds that we’ll
be discussing in the cargo issue is the problem of determin-
ing what deductible levels to set for cargo property and
liability policies.

Readers who have suggestions or comments about the field
of cargo insurance and risk management are invited to share
their ideas with Susan Alt, managing editor, 740 N. Rush St.,
Chicago, I1. 60611 (by late October please).

letters

Letters are welcome. Addres:
letters to the Editor of Busines:
Insurance, 708 Third Ave., Neu
York, N.Y. 10017.

Knowledge and ability

To the Editor: You are to be
congratulated for your editorial ir
your issue of Sept. 8, 1975, on risk
managers and their apparent in-
ability to move into other areas of
corporate management.

I have always felt that risk man-
agement is an excellent training
ground for general corporate
knowledge.

My sales experience takes me
back to a period when many in-
surance managers, as they were
called in those days, were simply
purchasing agents. Over the years
their professionalism has inereased
tremendously, supported to a great
degree by the Risk and Insurance
Management Society.

Considering the progress tc
date, it is probably just a matter
of time before senior corporate
management comes to appreciate
their knowledge and ability.

Harrison H. Goff

vp, Corporate Relations, Allen-
dale Insurance, Johnston, R.I.

Stable market

To the Editor: We at the Trinity
Universal and Security National
Insurance Cos. are distressed at
the implication presented in the
article by Margaret LeRoux in the
September 8, 1975 issue of Busi-
ness Insurance. The article titled
“New Business Ban Put on Argo-
naut Insurance by British Author-
ities” is technically correct. The
article implies, however, that our
companies contributed heavily to
the $87,369,000 net operating loss
of the Argonaut Insurance Group,

To the contrary. Although our
companies did suffer a slight un-
derwriting loss in 1974, the 1975
issue of the Best’s Key Rating
Guide recognizes the sound man-
agement and financial stability of
our companies by assigning us an
A+AAAAA rating. We sincerely
hope that you will see fit to let
your readers know that the Trin-
ity Universal and Security Na-
tional Insurance Cos. continue to
provide a sound, stable market for
their agents and policyholders.

John M. Stubbs
vp, The Trinity Cos., Dallas, Tx.

Editor’s note: We fail to see any
such implication in the story.

Kudos

To the Editor: Congratulations
on a very fine Sept. 22 issue.
Robert P. Vivian

vp, Corporate Communications,
Crum & Forster Insurance Cos.,
Morristown, N.J.
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 Exiraordinary fimes
require
xiraordinary protection.

Kidnap Insurance.

[t’s often our responsibility, as insurance

companies, to deal with unpleasant circumstances.

And to help you deal with them more
effectively.

That’s why we believe insurance compa-
nies, as professional risk bearers, should take
heed of today’s sudden, sharp increase in kidnap-
pings. Just as, in the past, they found ways to
help people cope with burglary losses. Fires.
Accidents. And even death.

The member companies of American Inter-
national Group are prepared to meet this new
responsibility. With kidnap insurance for corpo-
rate personnel, private individuals, and their
families. And always, of course, with scrupulous
confidentiality:.

We invite your inquiries.

Not available in all states.

American Home
Assurance Company

American International
Underwriters

New Hampshire
Insurance Company

National Union Fire Insurance
Company of Pittshurgh, Pa.

Dept. BI105, 102 Maiden Lane, New York, N.Y. 10005

Please send me more information about your

' Kidnap Insurance protection for: 1 My Company
O Myself

O Myself and my fan:ily

' Name
+ Title(ifany)_
i Company (ifany)

' Address.

State  Zip
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legal brief

Appeals court rules insured covered
under company group travel policy

THE UNITED STATES Court
of Appeals for the Fifth Circuit
has affirmed a $100,000 judgment
to a beneficiary of an insured un-
der a group travel insurance poli-
cy. The court ruled that the in-
sured’s travel to his place of reg-
ular employment for the purpose
of ascertaining the cause of an in-
ventory shortage discovered that
day was not “every day travel to
and from work” as used in the
policy’s exclusions.

E. C. Duffer, III was employed
by Temtex Leisure Vehicles Inc.
(Temtex) as controller. The
American Home Assurance Co.
(Home) had issued Temtex a
group travel insurance policy cov-
ering all of Temtex’s officers,
managers and sales personnel un-
der age 70 while traveling for the
busines of Temtex. However, the
policy provided that injuries sus-
tained during the course of every
day travel to and from work
would not be deemed to be sus-
tained “while on the business of
policyholder.”

Duffer was killed in an auto-
mobile collision at 6 p.m. while
traveling from his home to a real-
tor's office. There he was to pick
up a co-employe and then con-
tinue on to the Temtex plant to
search for missing material dis-
covered in an audit taken that
morning. Duffer had gone home
to have dinner after completing
his usual work day. In order to
pick up the co-employe, Duffer
had to deviate approximately one
mile from the direct route be-
tween his home and the plant.
Mrs. Duffer was awarded a judg-
ment against Home of $100,000
plus interest and attorney's fees.

On appeal Home's principal as-
sertation was that the travel Duf-
fer was engaged in at the time of
his death was “every day travel
to and from work” which under
the policy was not deemed to be

travel while on the business of

Temtex.

However, the appellate court
believed that, in the context of
this policy, this phrase meant
travel between Duffer’s home and
his regular place of employment
“for the sole purpose of reaching
either destination on days and at
hours normally related to his reg-
ular hours of employment.” The

court thought it evident that Duf-
fer’s intended travel that particu-
lar evening was after his normal
business hours. Furthermore, the

The abstracts published in this
column were prepared by Cases
Unlimited Inc., Evanston, Il

very purpose for Duffer’s return-
ing to the plant to ascertain the

cause of an inventory shortage
was, in the court’s opinion,
“scarcely an everyday event.”

Duffer v. American Home Assur-
ance Co., United States Court of

Appeals for the Fifth Circuit, May
12, 1975, Kraft, J. (BI/01/5.-$2)

“Business risk” exclusion
The United States Court of
Appeals for the First Circuit has
ruled that a standard liability in-
surance policy containing a busi-
ness risk exclusion, except for
damages resulting from the “ac-
tive malfunctioning” of such
work, did not provide coverage
when an error in design resulted
in mere “passive” failure to dis-

charge an intended function.
This suit was brought by the

City of Cranston, Rhode Island.
The city sought $250,000 dam-
ages against Vincent Dimitri, an
architect, and Bowerman Broth-
ers Inc. (Bowerman), a construc-
tion firm, resulting from the set-
tling of a basement floor of a new
police station. Dimitri had de-
signed and prepared plans for the
station. At the city’s request,
Bowerman, by its agent, had re-
viewed the plans and suggested
ways to effect cost savings.
Bowerman's suggestions included
reducing the thicknes of the base-
ment floor slab and substituting
mesh for the steel rods that were
to be imbedded in the concrete
slab. While Bowerman was paid
for the services it rendered in
drafting modified plans, it played
no part in the actual construction.

At all relevant times Bower-
man was insured by Maryland
Casualty Company (Maryland)
under a standard liability insur-
ance policy containing a “business
risk exclusion.” However, the ex-

clusion did not apply to damages
resulting from ‘“active malfunc-
tioning” of work. The trial court
concluded that there was no cov-
erage under the policy.

The appellate court pointed out
that the basic intent of the “ac-
tive malfunctioning” exception
was to protect the insured against
design errors that cause some pos-
itive or “active’” harm ‘‘deemed
extraordinary in the insured’s
business. . .” The exception was
not intended to provide protec-
tion against errors resulting in
“passive” failure to discharge an
intended function regarded as the
insured’s normal business risk.

The city contended that any
physical damage to property oth-
er than the insured’s work prod-
uct constituted active malfunc-
tioning. But the court did not
agree, concluding that Bower-
man’s recommended design
changes simply failed to achieve
their intended purpose of cutting
costs consistent with structural

With your

Texas Workmen’s
Compensation
Coverage, separate
may be better.

Placing your Texas
Workmen's Compensation
coverage separately from your
national coverage could prove to
be a most profitable decision.
Especially if you choose Texas
Employers' to write your cover-
age. In 1974 alone, we returned
well over $19.3 millionto our
policyholders.

It's worth a phone call to learn
why separate is better. Call us cok
lect at 214/742-9331, National
Accounts Division.

TEX8a8 EmPLOvaRs'

NnsuRance
Y ASSOCIaTION
2 P. O. Box 2759
Dallas, Texas 75221

Employers Insurance of Texas:

Texas Employers’ Insurance Assn,
Employers National Insurance Co.
Employers Casualty Co.
Employers-National Life Insurance Co.

Why 1s a company

known for loss control
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rehabilitation?
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integrity. Consequently, the court
held that Bowerman was not cov-
ered for the property damage un-
der the policy. American Employ-
ers” Insurance Co. v. Maryland
Casualty Co., United States Court
of Appeals for the First Circuit,
January 15, 1975, McEntee, J.
(BI/02/S.-$2)

Builders’ risk policy

Where a builders’ risk policy
recited that it was a condition of
the insurance that the premiums
should not be occupied without
the consent of the insurer, only an
unoccupied building was insured,
according to a Michigan appellate
court. The court further ruled
that where the building was, in
fact, occupied at the time of the
fire the insurer was not liable
whether it had knowledge of, or
given consent to, the occupancy.

GMF Corp. (GMF) had pur-
chased property in Kalamazoo. A
tavern operated by a lessee,
Charles Neale, was located on

this property. GMF contracted
with Peterson’s Building Sales
(Peterson) to have the tavern
torn down and replaced by a new
structure. GMF also entered into
a ten year lease with Neale for
the new tavern, on which con-
struction was to commence “at
such date as building is ready
for occupancy.”

Peterson purchased a “builders’
risk policy” from Zurich Insur-
ance Co. (Zurich) when it began
to perform under the contract
with GMF'. The policy had a rider
reguiring “that the premises shall
not be occupied without obtaining
the consent of this company en-
dorsed hereon, . .”

Although certain work re-
mained fo be completed, Neale
moved his equipment into. the
new structure and, by April 15,
1969, was prepared to be fully op-
erational. Neale began to operate
the new tavern, until a fire on
April 18, 1969, resulted in a less
of $19,627.68.

Peterson filed a proof of loss
claim and Zurich denied liability
on the ground that, at the time of
the fire, the building was occu-
pied without the consent of the in-
surer and therefore no coverage
existed. Peterson lost his suit
against Zurich in the trial court.

On appeal Peterson contended
that Zurich failed to prove that
the occupancy by Neale was with
GME’s or Peterson’s knowledge
and consent. However, the appel-
late court pointed out that courts
“will not make a new contract of
insurance for parties under the
guise of construing the contract.”

In addition, the court believed
that this policy was “clear, con-
cise and unambiguous” in provid-
ing that only an unoccupied
building was covered. “An insur-
ance company may limit the risk
it assumes and fix the premium
accordingly,” the court empha-
sized. Conseguently, the court
held that Zurich was not liable
under the policy. Peterson v.

Zurich Insurance Co., Court of
Appeals of Michigan, Division 3,
January 7, 1975, Carland, J. 225
N.W.2d 776 (BI/03/S.-32)

Workmen'’s compensation

In a case of first impression in
Pennsylvania, the state’s supreme
court ruled that workmen’s com-
pensation benefits could be
awarded for a partial loss of hear-
ing suffered by an employe as
a result of his protracted exposure
to a high noise level at his place
of employment caused by the op-
eration of heavy machinery. Al-
though the claimant’s employment
was not marked by any unusual
feature, the court concluded nev-
ertheless that he suffered an “ac-
cident’” within the meaning of the
Workmen’s Compensation Act.

The court rejected a contention
that the employe’s failure to in-
dicate that the injury was in-
curred after any one particular
outburst of noise was proof that
no accident occurred within the

Because accidents can happen.

T'o anyone.
Maybe even you.

We stress loss control to our self-insured clients because every
accident that doesn’t happen—that’s prevented—means more dol-
lars saved. Which is the reason they’re self-insured.

But to be really effective, we have to manage accidents from
two sides: before and after.

No other self-insurance service company offers as complete 2
range of technical programs designed to get an injured person bgck
to work as fast as possible. Qur international rehabilitation service
is provided by more than 467 specialists in medical, psychological,
vocational, financial and educational rehabilitation.

So when we say our loss control services cost less than your
accidents, we would also like you to remember that your accidents
can cost less with our rehabilitation services.

JESTSRCY

Employers Self Insurance Service, Inc:
An INA CORPORATION company 4050 Wilshire Blvd., Los Angeles, Ca. 90010

meaning of the act. In essence, the
court pointed out that if a hearing
loss precipitated by one particu-
lar outburst of noise was com-
pensable, it would frustrate the
“remedial purposes” behind the
workmen’s compensation legisla-
tion to deny relief to one injured
by a series of similar noises, all
occurring in the course of his em-
ployment, no one of which caused
th injury. Hinkle v. H. J. Heinz
Co., Supreme Court of Pennsyl-
vania, May 19, 1975, Eagen, J.
227 A.2d 907 (BI/04/S.-%2)

Mistaken representations

According to an Oklahoma ap-
pellate court, acceptance by the
insured of a group medical liabili-
ty policy without reading it did
not preclude reformation of the
policy to provide major medical
coverage, even though reformation
was sought after the loss had oc-
curred. The fact that the “solicit-
ing agent” had no authority to
issue the ultimate policy did not
render a court powerless to cor-
rect a mistake, the court noted.

The court noted that the in-
sured here had no reason to be-
lieve that the agents were mis-
taken as to the nature of the poli-
¢y he was encouraged to make
application for. Neither did he
have any reason to know he was
not eligible for the insurer’s group
major medical coverage.

The company expert was pres-
ent, the court observed, to con-
vince the insured of the merits of
his company’s policy and to en-
sure that the insurer’s “soliciting
agent” made no mistake in pre-
senting the insurer’s policy. If the
company’s expert was also mis-
taken should the insured be forced
to sustain the loss? The court
thought not. Consequently, the
court concluded that the expert’s
misrepresentations and actions
were binding on the insurer.
Warner v. Continental Casualty
Co., Court of Appeals of Okla-
homa, April 1, 1975, released for
publication April 24, 1975, Box,
J. 534 P.2d 695 (BI/05/S.-$2) =

(Copies of the entire decisions
may be obtained by writing to
Business Insurance, att. Manag-
ing Editor, 740 N. Rush 8t., Chi-
cago, Il. 60511. Please enclose a
$2 check made out to Cases Un-
limited Inc., for each' case, and
specify the code mumber of the
opinion.)
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a fixed
asset control
system.

Complete asset control is
necessary for property ac-
countability, cost control and
maximum tax benefit.

“Data Pacs” provides a sys-
tem of complete computer
utilization to produce and
subsequently maintain a cur-
rent subsidiary fixed asset
schedule for multiple report-
ing requirements. Software
i1savailable to accommodate
most data processing sys-
tems presently in use.

For more information, write
for the “Data Pacs” brochure.
Dept. BI.
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...IRS COMPLIANCE, IRS COMPLIANCE,
LABOR DEPARTMENT REPORTS,
LABOR DEPARTMENT REPORTS,
NEW FIDUCIARY REQUIREMENTS,
NEW FIDUCIARY REQUIREMENTS...

While you may be getting
a lot of double-talk about ERISA,
State Mutual gives you AID.

Even the so-called “experts” are confused

by the monumental administrative and

reporting problems resulting from the Pen-

sion Reform Act (ERISA).

It’s hard to get answers. Even harder to

understand the answers you do get.

But while most people have been bogged

down in double-talk, State Mutual of
America has been coming up with the

answer. A new defined contribution program
called AID. (Allocated Investment Dollars).

It’s a plan that meets all the ERISA

requirements and then goes one step further.

By actually reporting the required infor-
mation in a way that is so clear and concise,
it can practically be translated directly onto
a tax form, as is.

AID can be used for: Money Purchase
Pension Plans. Profit-Sharing Plans. Thrift
Programs. Or Voluntary Programs.

And it includes an effective commu-
nications program with computerized
employee status reports second to none for
their comprehensiveness and ease of
understand:ng.

AID offers a wide range of investment
capabilities and benefit payment alterna-
tives, too.

But most important, it offers the best
reporting and administration system
available.

For a descriptive AID kit, contact your
insurance advisor. Or write to:

Mr. Bruce B. Crawford, Vice President,
Group Sales, State Murtual Life Assurance
Company of America, 440 Lincoln St.,
Worcester, MA 01605. AMeica

State Mutual of America has a lot of good pension ideas.

Comnlete line of ife. Groud. Annuities. for individual and companv planc
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LERSEECHIE

Rebuttal of GAS Ltd. critique
tells utility need for “mutual” plan

Editor’s note: Earlier this year, James
H. Bryson, vp of Delaware Valley Un-
derwriting Agency Inc., wrote to this
publication and several others question-
ing the wisdom of some gas utilities in
setting up a Bermuda-based mutual in-
surance company to underwrite property
and casualty insurance for the utilities.

Among the questions raised by Mr.
Bryson were these: Does it offer the usual
advantages of a captive insurer? Is it
financially structured to service catastro-
phy third party liebility losses? Is it qual-
ified to meet the long tail and complex
obligations inherent in D&O, fiduciary
and workers’ compensation coverage? Is
it advisable to combine in one policy, the
protection of the corporation vis a vis the
directors, officers, fiduciaries and em-
ployes? Do utilities have an insurance
market or capacity problem, and if so, will
it be solved through the pooling of indus-
try premiums and losses? In setting up an
offshore vehicle for liability coverage, is
the gas industry escaping regulation to
the detriment of potential claimants?

Although the utility risks underwritten
will be reinsured, Mr. Bryson contended
there is no guarantee that reinsurance will
be able to give this operation a competi-
tive pricing edge as it matures. He re-

ferred to “new responsibilities” the wutili-
ties have, by virtue of creating this mu-
tual insurer, as well as long term hazards
which are “not so apparent and have re-
ceived so little public discussion.” Mr.
Bryson cited as a compelling reason for
questioning participation in the mutual
“the combination of forms being offered.”
In one policy, offered Mr. Bryson critic-
ally, GAS Ltd. proposes to combine the
exposures of normal third party liability,
waorkers’ compensation, D&O ligbility and
fiduciary liability protection. “The liabili-
ty exposures of the corporation are so
completely diverse from the errors and
omissions, wrongful act exposures of the
directors and officers and fiduciaries that
there can be no reasonable case made for
commingling these coverages within one
policy and one limit of liability. While the
corporation may set requirements for self-
assumption of loss, financial stability of
carriers, it is out of character in applying
its own standards (or comprising them)
with regard to the protection of individual
directors, officers or fiduciaries. Should
the needs of employes claiming workers’
compensation benefits be entangled with
conflicting interests of a captive insurer
where the employer has a vested inter-
est?” asked Mr. Bryson. He doesn’t be-
liteve these two areas should be mixed.

He guestioned the advantage of pooling
liability risks in this utility mutual, rais-
ing the possibility that adverse selection
will occur as utilities needing a pricing
advantage will participate while utilities
with low premiums will hold back.

Capacity and flexibility were not valid
reasons for seiting up the mutual, Mr.
Bryson believed, adding that in his opin-
ion no insurers in this field “appear to be
making excessive praofit.”’

Mr. Bryson wondered how long GAS
Lid, would be able to avoid regulation,
even though it is offshore, because it is a
creation of companies in a highly-regu-
lated industry. “Will it be able to service
its policy obligations if it is not properly
licensed? Does this operation create any
conflict with the Public Utilities Holding
Company Act of 1935?” he asked.

A. Gordon Hanau, manager of the in-
surance department for Consolidated Nat-
ural Gas Co. System, based in Pittsburgh,
responded point by point to Mr. Bryson’s
questions and criticisms of GAS Lid. Mr.
Hanau was instrumental in the establish-
ment of GAS Litd., and is on the mutual’s
board of directors. He is a past chairman
of the American Gas Assn’s insurance
committee. The association sponsored the
formation of GAS Litd.

By A. GORDON HANAU

ONCEPTUALLY, Mr. Bryson seems
to ignore the premise that there may
be some shortcomings in the insurance
product and risk management services
made available to the gas industry by the
insurance community. Certainly no analy-
sis and conclusions are offered on the sub-
ject of “why start an insurance company.”
In our view there would only be two
reasons: One is the need for a new gas
industry profit center; the other is a need
for greater security. It apparently hasn’t
oceurred to Mr. Bryson to assume that the
need for improved risk management and
greater security may have caused the in-
dustry’s entry into the insurance business.
And his concern does not reflect any con-
sideration of the proposition that the need
for new risk management tools to better
implement security of assets and continuity
of service may not always be compatible
with the commercial insurance community’s
goals. The bland assertion that he . . . does
not see a problem with now-available in-
surers . . . none appears to be making
excessive profits in the field . . .” pinpoints
the difference in our two points of view
and Mr. Bryson’s limited perspective of the
energy business and its needs. Understand-
ably, his commenis are motivated by a
threatened loss of business for himself and
his markets.

On the other hand, GAS Lid.’s concern
about profits is limited to achieving and
maintaining earnings only at such a level
as to prudently protect its viability as a
security instrument.

A measure of the magnitude of change
in gas industry problems, in terms fa-
miliar to Mr. Bryson, is reflected in two
significant figures: (1) single facility costs
(insurable values) have increased from a
maximum level of $20-30 million (large
gas transmission station or a hydrocarbon
extraction plant) to the $200-800 million
single facility level (LNG, SNG and pro-
posed coal gasification plants); (2) public/-
third party liability exposures (liability

for bodily injury, plant damage and busi-
ness interruption) at large industrial com-
plexes and tanker terminals in the $150-
$300 million range.

A fundamental aspect of catastrophe
risk-management business becomes more
clearly visible as these tremendous con-
centrations of industrial value (physical
plant, people and production potential)
become more prevalent and, in the energy
business unavoidable at this time. This is
the increasingly difficult question of wheth-
er or not an earnings-first motivated Amer-
ican commercial insurance market is really
the keystone upon which industry should
depend for its protection against catastrophe
lass in the $50-100-500 million range.

Admittedly, the probability factor is low;
but it is just this aspect that produces the
dilemma. Insurance companies operating
without benefit of application of the law
of large numbers lose the broad base of
volume (cash flow) and predictability.
Actuarial predictibility produces a rate
based upon a proven income and earnings
formula. Random rate formations (judge-
ment rating) is one alternative when the
base is skimpy and the law of large num-
bers is inoperable. The other alternative
is to severely limit coverage and capacity
for the relatively few jumbo risks and
their low numbered, and therefore random
losses.

At this point the risk manager must have
alternatives available to him.

Increasingly; we will see industry look
to its own devices for the solution to these
problems. This is not going to seriously
affect the insuranee business in terms of
total income and earnings impact. It could,
however, seriously affect some producers.
Adjustments will be made when these
things happen, witness the competitive ef-
fects of OIL and GAS Ltd. Non-member
petroleumn and gas companies have reaped
substantial benefits from their commercial
insurers simply due to the existence of
these security oriented industry owned in-
surance companies and their obviously

insured-oriented coverages.

If the commercial insurance markets are
to be a dependable part of the risk man-
agement of the jumbo industrial risks that,
admittedly, are difficult to rate, then they
must consider some radical changes in the
management philosophy, all of which fly
in the face of the total management control,
cash flow, performance motivated philoso-
phy. Some of these considerations are:

1) Stop the schizophrenic double-talk
and cyclical capacity gyrations. While the
3-4 year feast-cr-famine capacity avail-
ability fluctuations make good sense from
an earnings standpoint, the accompanying
effect is to seriously jeopardize the security
that insurance is supposed to provide. In-
creasingly serious gaps in industrial risk
management plans are the result of this
“now I'm an industrial insurer” and “now
I’'m not” performance by the American in-
surance companies; either sell it on a de-
pendable basis or don’t sell it at all.

2) The basic consideration in (1) above
is risk—presumably the business of in-
surers. Commercial insurance companies
should decide whether the catastrophe loss
business is for them or whether there is
a better use for their capital. I suspect that
there is a better use for any income and
earnings motivated business than accumu-
lating a high-liquidity, multi-hundred mil-
lion dollar fund available to gamble on
super-accidents.

The point is, that risks found by the
cornmercial insurance markets to be un-
profitable and therefore are not written
don't just go away; they are still risks that
must be managed by industry., When in-
dustry cannot get the product or service it
needs from the traditional commercial
sources of supply then it must, if the situa-
tion is acute enough, adapt. One of the
ways it adapts is to look at some funda-
mentals and learn to help itself. The for-
mation of ils own insurance company is
one of these adaptations.

To start, and hopefully allay the fears
of those whose concern for our misguided
approach may motivate them to take up

pen and throw off verbal sparks, I would
suggest that a more productive inquiry
procedure would be to recognize that the
AGA. has sponsored a number of in-depth
industry surveys and two feasibility studies, .
one by Ebasco Services Inc., an experi-
enced international utility consultant and
another by Booz, Allen, Hamilton Inc,
also a world renowned consulting firm.
Their recommendations were considered
and acted upon by risk and insurance ex-
perts whose cumulative experience totals
more than 100 years. After obtaining opin-
ions from a respected law firm, the deci-
sion was taken to form the new insurance
company. While we don’t claim to have all
the answers, careful and thorough studies
have been made, resulting in the start
of an enterprise that, like all ventures
entail some acceptable degree of risk but
with promise of great success as an in-
dustry owned service.

I think the first question one must ask
in a broad based analysis of GAS Ltd.’s
organizatior is “why are many members
of the American Gas Assn., a 300-plus in-
vestor owned gas and electric company
membership, along with approximately
1,200 municipally owned utilities showing
interest in an industry insurance company
at all?” Certainly it is not to create an in-
dustry profit center. As postulated earlier
in this article, there are better investment
opportunities, and Mr. Bryson himself has
raised the spectre of the Public Utility
Holding Company Act prohibitions.

Though Mr. Bryson seems unaware of
this, the Public Utility Holding Company
Act applies to only a relative few. It was
enacted to regulate what today are mainly
the few large utility holding-company
owned systems in the United States. Its
regulations do not apply to the hundreds
of small, medium and many large utility
operating companies. In the absence of
anything other than Mr. Bryson’s throw-
away Public Utility Holding Company Act
comment, it is difficult to follow his
thought. The only prohibition under the act
that might seem to be an inhibiting element
in a public utility holding company or its
subsidiary’s relationship with an insurance
company would be found under the section
which states that:

“It shall be unlawiul . . . for any reg-
istered holding company or any subsidiary
company thereof, by use of the mails or
any means of instrumentality of interstate
commerce, or otherwise, to acquire, di-
rectly or indirectly, any securities or utility
assets or any other interest in any busi-
ness. .. ,” X

However, this prohibition is not ap-
plicable to the Public Utility Holding Com-
pany—GAS Ltd. situation, inasmuch as
there are no securities (stocks, bonds, ete.)
purchased by any member insured in GAS
Lid. If, in any way, the law can be inter-
preted to show that a utility holding com-
pany’s parficipation as an insured member
of this mutual violates the law, then many
of the gas industry’s property and casualty
insurance programs and most of the insured
benefit programs underwritten by the com-
mercial insurance market today are in
jeopardy. To even entertain such a possi-
bility is, of course, ridiculous.

With a relative few exceptions found in
the transmission and production rather than
utility side of the gas business, gas com-
pany managements today are not devoting
their time to the formation of an industry
insurance company in order to make some
relatively insignificant profits. At a time
when energy problems make more demands
than ever before on executive time, this
time devoted to the formation of an in-
dustry service is given because of need.

The concept for GAS Ltd. grew out of
the '69-'"70 ‘“‘capacity crunch” and ecareful
analysis and implementation has resulted.
The executives involved in the inquiry and
implementation stages of GAS Lid. are
also experienced and prudent enough in
their judgments to realize that while these
feasibility studies made by consultants with
impressive credentials are a most hopeful
and best available means of making analysis
and reaching conclusions, that there is a
risk—as there is in any business venture;
that all will not be predictible or perfect;
and that our new enterprise may, and at
times probably will, suffer setbacks.

We also strongly feel that GAS Ltd. can
continue to convince the gas industry that

Continued on following page
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it exists to improve the management of
unbudgetable risks; that it is primarily
“gas-industry security” oriented and not
just a “cash-flow profit center;” that its
under 10 cents of premium dollar admini-
strative and acquisition cost level as com-
pared with 30 cents fo 40 cents in com-
mercial property and casualty insurance
companies makes it possible for GAS Litd.
to write selected risk at considerable sav-
ings; and, most of all, that this insurance
company will not evaporate in the thin air
of the net-lines reduction crisis each time
that earnings are depressed or there is a
general economic pressure.

GAS Ltd. will, of course, be affected
by loss experience and the general economic
trends; but GAS Ltd. will always be in
the marketplace for the primary purpose
of insuring gas industry risks or it will
discontinue doing business. No commercial
insurance company in the world makes that
representation, much less lives up to it.

More specifically with respect to Mr.
Bryson’s questions, let me attempt to an-
swer them in the order they appear in
his article:

Does it offer the usual advantages of a
captive insurer?

This is difficult to answer for several
reasons. The first of which is that we do
not consider GAS Iitd. to be a “captive
insurer’” in the usual sense of the word.
Mr. Bryson should know that captive in-
surance companies formed by corporations
are formed for a variety of reasons, not
always primarily having to do with insur-
ance. We would prefer that GAS Ltd. be
referred to as industry mutual insurance
company rather than a captive.

While this question can become an ex-
ercise in sernantics, we can only point to
the formation of the Factory Mutual Com-
panies originally as a similar effort in the
sense that they originally restricted their
membership to the knitting mills of New
England. If this was an “industry captive,”
then we suppose GAS Litd. could be re-
ferred 1o as being one. GAS Litd. is strue-
tured to offer a more stable and constant
insurance program to the gas indusiry. We
think this can be done at a lower cost. If
these elements qualify under Mr. Bryson’s
definition of ‘“‘usual advantages” then it
will please GAS Litd. to do so. On the other
hand, GAS Ltd. will not offer a tax shelter
or a dummy insurance fund, these being
the purpose of and, for some, captive in-
surance company advantages.

Is it financially structured to service
catastrophe third party liability losses?

Unless one assumes the task groups that
worked on this matter and the two re-
nowned organizations that did the feasibili-
Ly studies are incompetent, then one must
assume that if this insurance company was
formed to write third-party liability busi-
ness, it anticipated the probability of paying
third-party “catastrophe” losses. Of course,
“catastrophe” is a relative term. GAS Ltd.
nas organized itself to start business by
writing the first $1 million excess of a
minimum retention of $100,000 any one
occurrence. This $1 million net line stops
catastrophe loss at a reasonable level. Most
sas companies, along with other' utilities,
manufacturers and transportation compa-
nies, buy excess liability limits ranging
from $25 million up to over $200 million,

Is it qualified to meet the long-tail and
complex obligations inherent in D&O, fi-
duciary and workers’ compensation cov-
erages?

GAS Litd, will be organized and qualified
0 meet any so-called “long-tail” obliga-
fions inherent in any liability that it has
written, be it directors’ and officers’ lia-
pility, fiduciary liability, or workers’ com-
pensation liability. If it offers any assist-
ance in analyzing this question, many of
the utility companies in the United States
nave, for many years, been self-insurers
of workers’ compensation and are quite
Familiar with the requirements of dealing
with long-tail liability losses.

In addition, within the framework of
heir directors and officers indemnification
oy-laws, many have long “self-insured”
heir directors’, officers’, and employe in-
lemnification liability as established in
~orporate bylaws and statutes. Fiduciary

liability will not present any more diffi-
cult problems for most utilities than those
they have been managing for years.

Is it advisable to combine in one policy
the protection of the corporation vis a vis
the directors’, officers’; fiduciaries, and em-
ployes? .

Is it advisable in what sense? Mr. Bry-
son is not specific. We will answer it by
saying that the combination of coverages
mentioned (except the new fiduciary lia-
bility) have been packaged for years in the
utility business with no adverse resulfs. In
reading between the lines, conflict of in-
terest or even manipulation seem to be in-
ferred. In this respect we think the sta-
tutes dealing with workers’ compensation
and fiduciary liability are most explicit
and offer no realistic opportunity to be
manipulated. Directors’ and officers’ lia-
bility coverage, with its personal indemni-
fication policy does not seem tc offer an
opportunity for either conflict of interest
or manipulation with respect to insurance
judgments concerning the policy. GAS Litd.
recognizes the mechanical problems to be
managed in a combination policy of this
kind but anticipates no difficulty in this
regard.

Do utilities have an insurance market or
capacity problem and, if so, will it be
solved through the pooling of industry
premiums and losses?

The gas industry definitely has an insur-

ance market and capacity problem; it was
just this problem that initiated and con-
tinued to motivate the feasibility studies
to the conclusion which was the formation
of an industry insurance company. Many
executives in and out of the insurance and
utility business would be startled to see
the evidence reflecting the unwillingness
of many commercial insurance markets to
write the gas utilities’ business on even a
selective basis.

While there are many others, the classie
example of this non-participation has its
headquarters right in Mr. Bryson’s home-
town. The Insurance Co. of North America,
a major property and casualty underwrit-
ing force, has stated flatly to major brokers
that it write no gas utility business. As to
whether or not GAS Ltd. will be the total
solution of the gas industry insurance short-
ages remains to be seen. We suspect not;
but we do hope that it will eventually
have a major impact in furnishing the gas
industry with a risk vehicle that will in-
fluence and augment the commercial in-
surance markets in a substantial way.

Is the gas industry escaping regulation to
the detriment of potential claimants?

Approximately $25,000 has been spent
specifically with respect to the legal studies,
opinions and analysis of the statutes gov-
erning the regulation of insurance in the
several states and Bermuda as they would
affect GAS Ltd, and its insureds. And while
we are quite familiar with the basis for
Mr, Bryson's question, no gas company
claimant will be handicapped because of
lack of jurisdiction in any state.

Remember, GAS Ltd. is not in the in-
surance business primarily for profit. We
are in business to provide greater security
for the gas industry and return to it as
much of the surplus and administrative
overhead economies as possible. It simply
is not in the spirit of our organization and
projected plans to avoid litigation by any
of our claimants. We would not last long
in the security business if we did.

Pragmatically speaking; through the gas-
industry dominated board of dirvectors, the
insured participants will have a manage-
ment far better informed on and sympa-
thetic to its employes and corporate securi-
ty problems than has ever been the case in
a commercial insurance company, state

Section of pipe for the Stingray pipeline, which will tap natural gas offshore Louisana.

regulated or unregulated.

Mr. Bryson makes the observation that
the participating companies will be re-
sponsible for the success or failure of this
new insurance company as a business en-
terprise. He is correct. We have every
indication that it will be a successful busi-
ness enterprise, security oriented rather
than profit oriented. He also makes refer-
ence to the faet that the participants are
involved in the offering of “policies of the
type which have been proposed” (sic). If
this obtuse comment refers to the propriety
of combining several types of liability cov-
erage, i.e, the errors and omissions type
coverages and the bodily injury and prop-
erty damage type coverages, then our only
comment is that commercial markets could
have reduced operating overhead by doing
this long ago; the savings in large business
insurance would have been worthwhile,
vastly outweighing any administrative com-
partmentalization.

Mr. Bryson observes that “insureds must
ask if the policy they get creates sufficient
advantage both in the long and short run,
to offset the “pitfalls.” As previously stated,
we see no pitfalls. The dilemma and GAS
Ltd.'s intended solution is that the gas
industry’s choices are already so severely
limited in the commercial markets that the
element of a choice range is a luxury, not
a normal option in the purchase and main-

tenance of insurance in our industry. In
the fourth paragraph Mr. Bryson creates
a straw man and then in some confusion
of words, tortuously appears to rationalize
that GAS Ltd. should not make the same
mistakes made by the commercial insur-
ers in their reinsurance transactions. If
this is his meaning then again he is right.
As was often said in describing the plight
of the reinsurance market after Hurricane
Betsy and a series of other major insurance
catastrophes in the 1960s, “they leaned on
too slender a seed.” All of this conjecture
to no particular purpose however,

This is a most important observation by
Mr. Bryson dealing with one of the basic
aspects of insurance, that is, the guestion
of reinsurance. Mr. Bryson could easily
have ascertained that GAS Ltd. does not
reinsure its $1 million net line. The only
trouble with Mr. Bryson’s statement is
that it is 100% wrong; it is one of those
items in his article that could very easily
have been checked before placing it and
himself out on a limb.

Everyone concerned with GAS Ltd. has
been informed that the $1 million of lia-
bility it writes is a net line; it is wholly
retained for the account of GAS Litd.; it
is not reinsured. The last sentence in this
paragraph reads ‘“recent events involving
utility insurance, prove all too clearly that
front line insurance cost is dramatically
affected by the behavior of reinsurers.”
While not clear, this seems to contradict
Mr. Bryson’s cbservations elsewhere that
he is not aware that gas companies have
had any particular problems in obtaining
insurance.

Mr. Bryson emphasizes that the forma-
tion and participation in GAS Ltd. creates
“responsibilifies which cannot be deserted
in spite of what the by-laws say.” This
remark sounds like a red-herring and we
can only ask Mr. Bryson to be more speci-
fic, The directors and officers of GAS Ltd.
are fully aware of their responsibilities and
those of the company in conducting an in-
surance business as it has been organized
and structured. If Mr. Bryson is saying
that anyone purchasing insurance from GAS
Ltd. in some way becomes involved or be-
comes liable to a degree greater than that
stated in the by-laws and under the policy
provisions, he simply doesn’t know what he

is talking about. An insured has no more
“responsibilities” in GAS Ltd, than he
would have being insured with the Atlan-
tic Mutual, Mutual of Omaha, or any other
non-assessable, non-lock-in mutual. This
is an irresponsible comment on responsi-
bilities.

Mr. Bryson goes on to question, in a con-
tinuing series of generalities, the propriety
of covering a number of different types of
liability under one policy. As previously
stated, this has been done for many years
in a variety of ways, including directors’
and officers’ liability, workers’ compensa-
tion, other errors and omissions coverage,
and bodily injury and property damage
liability. If Mr. Bryson is suggesting that
because certain standard forms as approved
by the state or designed by commercial
companies and other markets do not write
the several classes of liability in this man-
ner, then again we recommend that it is
long overdue.

The compartmentalization of classes of
business within an insurance company and
the issuance of separate policies for these
coverages by the same company amounts
to the same thing at a much higher oper-
ating cost. Where adeguate premium is
charged, conservative reserves established
and prudent underwriting philosophy fol-
lowed, there have been no problems. Then,
too, it is not as if the gas industry had not
had a long and varied experience in hand-
ling losses of almost every description, hoth
insured and uninsured.

We rely on this experience to guide us
in managing GAS Lid. for the benefit of
the gas industry.

In this same section concerned with re-
sponsibility, Mr. Bryson concerns himself
with whether or not the “needs of em-
ployes claiming workers’ compensation
benefits be entangled with the conflicting
interests of a captive insurer where the em-
ployer has a vested interest.” Mr. Bryson:
goes on to say that he does not believe this
combination should be made. In this state-
ment, if we understand Mr. Bryson, it
seems that the question is posed in terms
of a management having an option or
choice and exercising a conflicting interest.
As we stated earlier, this seems to ignore
the fact that workers’ compensation bene-
fits are a matter of statutory liability and
must be paid by an employer whether the
insurer can respond or not. The employer’s
“vested interest” in the insurance company
in this instance is no different from its
“vested interest” in any commercial in-
surance company. Again, Mr. Bryson’s in-
sinuations seem to infer more than the
words.

Mr. Bryson's observations that “some
major insurers have selectively written po-
licies with mixed exposures, but it is
dangerous to do so in a vehicle where
there exists a clear conflict of interest, no
apparent accountability to regulatory au-
thorities and no {traditionally acceptable
financial structure.” Irony of ironies: a
risk management organization being told
by an insurance broker that there exists a
“clear conflict of interest”! (again without
any specificity). This prompts two re-
sponses. They are:

1) Be specific; in what way is there a
conflict of interest? Give examples. We
have formed a company, emphasizing our
purpose is above all, to be an instrument of
industry security. We sincerely want to
know if there are potential conflicts of
interest that would be injurious to our
insureds. Neither of our consultants nor
our well known law firm has seen this
problem. If others do we would consider
it a favor to be specifically advised as to
how conflicts may exist.

2) To paraphrase an old admonition:
“Broker, heal thyself.”

GAS Ltd. has formed a conservative in-
surance operation with *“stopped losses” at
$1 million each occurrence, As indicated
by our long term industry experience sur-
veys, we believe this is a prudent base,
combining gas industry instincts with what
was recommended by our two consultants.
We disagree that it is “dangerous to do so.”
Again, I think Mr. Bryson must ask him-
self why so much of the gas industry’s
time has been devoted to the formation of
this vehicle, as he calls it. Certainly not to
alienate the gas industry and those com-
panies that may be potential clients. Mr.
Bryson must know, too, that the utility
business can ill-afford to alienate any state
or federal regulating agencies. o



To the fellows who wrote the book
on multi-peril coverage.
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Look, when we created our multi-peril, we just had
to throw out the book. :

After all, our goal wasn'’t to devise another
look-alike coverage.

3
g e It was to forge a better package.
2w 0L s N : .
S S And we think we’ve got one.
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S 805, - American Home's Commercial Multiplecover
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Which means we can be flexible. And more
_easily able to find new ways to fill your specific
needs.
And our underwriters have the authority to act.
Right on the spot. Without delay.
And lastly, it’s better because we listened to the
complaints of agents and brokers before we created
- our multiple-peril cover. They told us their biggest
«  problems with other multi-peril packages were
service and engineering.

So we designed our support systems, from the
very start, to ensure that our engineering is always
timely and our service dependable.

It's multi-peril that has gone one step farther.
To the point where — thanks to our rating flexibility
—we can apply our multiple peril to just about any
piece of business:

Including light industry. Trade groups. Busi-
ness associations. And even those insureds who

. % Form MLB-1c have been paying too much for their coverage. As
© %% 2% well as prospects who couldn’t get coverage at all!
Sions), For For more information about our Commercial
Multiplecover Policy that doesn't go by the book,
send this coupon.
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Member Companies of
American International Group

We welcome inquiries from any licensed agent or broker. You don’t have to be a regular producer to place business with these A 1G companies.
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Callin the Marines.

Callinthe MOAC specialists. Spe-
cialists who can solve a multitude
of marine insurance problems any-
where you happen to be.

Because MOAC offers knowl-
edgeable service from 51 offices in
the U.S. and Canada.

What's more, each branch office
has the authority to handle most
problems on its own—without the
need for time-consuming out-of-
town approvals.

We cover a wide variety of risks—

from boilers on barges to tractors
on trains to machinery in mines—
through a unique underwriting ser-
vice that offers a comprehensive
selection of commercial inland and
wet marine coverages.

And MOAC policies can also be
carefully hand-crafted to match the
special characteristics of any risk,
or any kind of account.

We know our business.
And we want yours.

-r

nthe sea.

MOAChas growntobethe world's
largest commercial marine insur-
ance company.

We did it with hard work. We did
it by proving we know our business.

Sowhen you need an underwriter
with specialized know-how, call in
the experts. Call in the Marines.

For a complete list cf our offices,
and an interesting report on our
operations, write James T. Kelley,
executive vice president, MOAC, 80
Maiden Lane, New York, N.Y. 10038.



Florida Blues denied

rate increase due to
‘cost inefficiencies’

TALLAHASSEE—Blue Cross
and Blue Shield of Florida were
denied a rate increase amounting
to more than $10 million a year by
state insurance commissioner Phil
Ashler, who charged the non-profit
carriers with cost inefficiencies.

Commissioner Ashler pointed out
that Blue Cross and Blue Shield
have not acted “effectively to help
curb health care costs in spite of
their economic power in the field,”
which he estimated to be 40% of
the market.

A. David Mancini, a spokesman
for the Blues here took issue with
that figure, saying that 24% of the
market was “a more accurate esti-
mate unless Medicare benefit ad-
ministration were counted and then
it would be a lot more.”

The insurance department
charged the Blues with being “a
conduit for the convenience of hos-

OPERATION APPRECIATION
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+ vices and group producls message in front
« of the buyer at all times.
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. 60@: per month the SATIRE way.

. Contact SATIRE, INC., P.O. Box 39758,
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pitals and physicians in securing
payment for their services” in the
state and chided them for not ef-
fectively pursuing ideas for cost
containment being practiced or
studied in other states such as
“preadmission testing, second med-
ical opinions for elective surgery,
prospective hospital payment, uni-
form reporting system of hospital
costs, and audited hospital state-
ments.”’

Mr., Mancini countered this state-
ment by saying the Florida Blues
do not believe they can “remain
competitive in the market and reg-
ulate hospitals at the same time.”
He said he believes cost control is
a “job for federal regulators.”

Furthermore, he continued, pre-
admission testing and audited state-
ments have been incorporated into
practice, Mr. Mancini continued.

“We're disappointed in the com-
missioner’s denial,” he said. “Our
losses are running about $1 million
monthly and these particular con-
tracts have not had a rate increase
for 3% years—a period of unusu-
ally high inflation.”

Mr. Mancini went on to say he
thinks “it’s unfair to compare Flor-
ida plans, which cover 24% of the
people, to other states where there
is more concentration of subscrip-
tions—up to 80%,” he estimates.
“Hospitals in those states listen
more if they're getting a substan-
tial share of the business from Blue

Of course we’ve had IAC in on this project
from the ground up. Why?

The value of any asset is a moving target. Sometimes
the target moves rapidly, such as during today’s spiral-
ing inflation or during construction of a new building.

A current IAC appraisal protects against moving
values. By enabling insurance coverage to be set at
realistic levels, protecting you against the excess costs
of premiums for uncollectable over-insurance and the
losses of under-insurance. By proving the loss, and by
a multitude of other solid business reasons.

Tolearn how an IAC appraisal can be one of your most
valuable business tools, write for our brochure. Or,
better yet, call the nearest IAC office.

Industrial Appraisal Company

Where the worth of a business is weighed.
Homeé office: 222 Boulevard of the Allies, Pittsburgh, Pa. 15222

(412) 471-2566

New York—Chicago—Los Angeles—Philadelphia and 24 other cities

Cross/Blue Shield. 1 seriously
doubt whether Blue Cross of Flor-
ida can affect health care costs.

“Besides that, there are more
firms offering health insurance in
Florida than in most other states,”
Mr. Mancini claimed.

An October board of directors
meeting for the Florida Blues will
study wvarious options open since
the rate denial, he added.

One of Commissioner Ashler’s
charges was that Blue Cross and
Blue Shield failed to submit infor-
mation about investment income
earned on subscribers’ reserves
“and the application of such earn-
ings in their formulation of pro-
posed rates.”

“They never asked for the in-
vestment information,” Mr. Man-
cini insisted.

The document charged the Blues
with an “unexplained” 3% wvari-
ance between the two organiza-
tions’ operating costs, 9.5% for
Blue Cross and 12.5% for Blue
Shield.

Mr. Mancini countered by saying
the ‘‘operating expenses were ap-
proved by the insurance depart-
ment. Blue Cross’ administrative
costs are lower because Blue Shield
processes more actual claims with
doctors than Blue Cross does with
hospitals.” B

Canadians to
study private
pension plans

TORONTO—The Canadian fed-
eral government will conduct a
comprehensive study on private
pension plans, according to Marc
Lalonde, minister of national
health and welfare.

The study, which will take
place over the next year, will ex-
amine the design features of
plans, particularly in relation to
their portability and vesting re-
quirements.

Mr. Lalonde said at a confer-
ence here in September that the
study would be conducted by his
department and by the depart-
ment of finance. At the same con-
ference, entitled “Pensions in
Crisis,” John Seltzer, president of
GBE Associates Ltd.,, Toronto,
said there may be some important
changes made in the rules govern-
ing the tax deduectibility of con-
tributions to private Canadian
plans.

Contributions made fo plans that
provide increased pension pay-
outs based on a cost-of-living fac-
tor will be tax deductible, appar-
ently,. Now such contributions
may not be made while a worker
is employed, even on a non tax-
deductible basis.

The Financial Post newspaper
here, which sponsored the con-
ference, reported that the Can-
adian federal department of in-
surance has worked out a formu-
la for pre-funding of pension
benefits tied to inflation.

Mr. Lalonde said he will act on
a recommendation of the Canada
Pension Plan Advisory Commit-
tee to open discussions with the
provinces on establishing a new
interest rate mechanism for CPP
investments, to help avoid even-
tual benefits reduction.

Most CPP funds are invested in
provinecial government securities
with low interest rates. While this
feature resulted in reduced cost of
government to the provinces, it
has also meant that citizens of the
provinces participating in the
CPP have been deprived of sev-
eral hundred million dollars. This
could mean a reduction in ben-
efits eventually or an increase
in contributions in a similar
amount. L]
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Major sources of cargo losses are
water damage, packaging & thefts

TOKYO—The number of un-
sound intermodal cargo containers
is increasing, possibly due to the
economic recession-caused defer-
ral of maintenance, causing an up-
swing in water damage losses from
leaky containers, said the Ameri-
can Institute of Marine Under-
writers. (AIMU).

This was one of the areas where
losses were reported by the AIMU
to be increasing, disclosed in a
report made to the cargo loss pre-
vention committee of the Interna-
tional Union of Marine Insurance
being held here.

Ship and cargo sweat damage,
wetting, and inadequate stowage
problems are continuing, but hand-
ling damage and losses are becom-
ing less frequent when cargo is

handled in containers sent straight
through to foreign destinations
door-to-door than when handled
in traditional break-bulk opera-
tions, the report showed.

Cargo damage from faulty hatch
covers is also continuing to cause
major underwriting losses, said
the AIMU report. “The use of a
plasticized marine tape as a hatch
cover sealant appears to be effec-
tive in minimizing leakage. How-
ever, the use of this tape must be
recognized as only an intermediate
loss prevention measure,” accord-
ing to the cargo report.

Use of plastic covers and shrink-
wrap for consolidated and unit-
packaged cargo loads is increasing,
the report pointed out. “A new

development in this area features
a stretch film applied horizontally
around loads to immobilize them
on pallets,” the AIMU said, noting
there is not enough experience
with this loss prevention measure
yvet to establish its effectiveness in
reducing losses.

Garments shipped in containers
were found damaged on arrival
when garments were hung on
plastic hangers and covered with
plastic apparel bags, because while
the bags prevented soilage they
trapped moisture and caused
growth of mold on garments, the
committee was told.

Pilferage, theft and hijackings
continue to be the major source of
inland marine cargo losses. “Many
underwriters commented on the

growing evidence of employe in-
fidelity or their collusion with
criminal elements," the report said.
Increased vigilance in the New
York area has reduced hijdcking
losses, the AIMU added, but at
the same time there has been an
increase in the incidence of hold-
ups and hijackings in the Boston
area. “During this past year, there
have been a number of terminal
takeovers by thieves in the indus-
trial belt surrounding Boston.”

Truck top markings have helped
identify and recover stolen vehi-
cles, the AIMU said.

“The Securities and Exchange
Commission has kept a close watch
on sales, storage and transit of
(gold) bullion, particularly when
it is being held in trust by a
custodian,” said the report, noting
that legalized gold sales in the
U.S. spurred domestic trade of
precious metals. “Insurance cover-
ages, storage facilities and hand-
ling requirements all have been
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under close scrutiny by the SEC,”
the committee was told.

But the report pointed out an
“apparent loophole” in the securi-
ty surrounding transport of pre-
cious metals “at inter-line transfer
points in receipting for high-value
air cargo shipments.” Present re-
gulations don't require specific
identification of shipments on
documents effecting transfer from
one airline to another. The AIMU
said formal recommendations have
been submitted to eliminate this
security hazard.

Claims for currency losses ap-
pear to have increased in the last
12 months, without any particular
pattern as to frequency, said the
report. “As a countermeasure, as-
sureds are frequently required to
ship only by armored carrier to
and from the airports in question,
and to ship via airfreight with full
value declared instead of via reg-
istered mail,” the AIMU report
stated. _ [

Identification
problem area
for air cargo

TOKYO—A major problem
plaguing air cargo insurers is im-
proper or incomplete identification
of cargo package contents on ori-
ginal shipping documents, which
results in inability or failure to
promptly trace lost cargo.

This disclosure was made at the
International Union of Marine In-
surance held here in late Septem-
ber, as part of a report on cargo
loss prevention by the American
Institute of Marine Underwriters
(AIMU).

“While (air cargo) resulis are
generally favorable, losses as a re-
sult of theft and pilferage remain
the major source of loss,” the re-
port disclosed.

The problem of inadequate de-
scription of cargo contents in air
shipment documents compounds
this problem because it makes
tracing shipments wvery difficult.
But resolution of this problem is
especially difficult, the AIMU re-
port stated, because “full descrip-
tion on shipping documents in-
creases the risk when the many
people who handle documents are
fully aware of the contents and
value thereof.” ?

In most air centers, steps are
being taken to adequately secure
terminals, and this is a vast im-
provement, said the report. But,
like other cargo fields, “the lar-
gest area of concern remains em-
ploye infidelity and possible col-
lusion with organized crime,” the
report stated.

An area of increased loss has
been water damage occuring when
cargo is left in unprotected carts,
according to the report. n

Announces awards

Two awards, each with a $500
honorarium, for excellence in
publications on insurance were
presented by the American Risk
and Insurance Assn. The 1975
Elizur Wright Award, given for
the “most significant contribution
to the literature of insurance,” was
presented to John L. Long, -pro-
fessor of insurance at Indiana
University, for his book Ethics,
Morality and Insurance. The 1975
Clarence Arthur Kulp Award,
given for the “most significant
contribution to the development
or understanding of private or
governmental insurance relating
to the economic security of the in-
dividual and family,” went to
George L. Head, director of risk
management, American Institute
for Property and Liability Insur-
ance.
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Outdated charts will

increase shipwrecks,
marine insurers fear

TOKYO—Marine insurers ex-
pect “some very ‘serious ground-
ings (of ships) in waters that
previousty had been considered
safe” because volume of sea fraf-
fie is increasing, coupled with use
of more deep draft vessels, while
navigational charts are dangerous-
1y outdated. .

This dire prediction came at the

Urges tighter
standards for
cotton stocks

TOKYO—The American Insti-
tute of Marine Underwriters
(AIMU) called for more stringent
international standards for storage
of cotton at ports and in ware-
houses to prevent fires, which have
been occurring with greater fre-
guency. d

In a report on cotten risks de-
livered to the International Union
of Marine Insurance, John E.
Greene said that even in the U.S,
where the tightest safety stand-
ards: exist, “catastrophic losses
have occurred with amazing fre-
quency over the past few years.”

Although sprinklers and rigid
storage standards for warehouses
and other areas are being used in
some-ports, “no easy way has heen
developed to control cotton fires.”
The port of Galveston, Tx. alone
has been the site of four major
fires in the last three years, Mr:
Greene said, each one approaching
or exceeding $1 million.

“Uniform cotton storage prac-
tices and adequate fire prevention
equipment are absolute necessi-
ties,” the report said. While some
countries in. the western hemishere
have some form of cotton storage
standards, others have none, the
report explained. L]

OSHA wins
back pay for
suspension

WASHINGTON—A Denver,
Co,, worker will receive restitu-
tion for wages lost when he was
suspended by his employer for re-
porting job safety and health law
violations, the Occupational Safe-
ty and He alth Administration
(OSHA.) revealed.

The wage repayment was part
of a settlement negotiated between
OSHA and CF&I Engineers Inc.
stemming from a discrimination
' complaint filed by John J. Glynn,

an employe of the company and a
machinists’ union official.

Mr. Glynn said he was suspend-
ed by the company after he:identi-
fied himself as the. complainant
on the job safety and health vio-
‘lation. An inspection by the Colo-
rado Occupational Safety and
Health authorities led to corrective
actions by the.company.

OSHA. can investigate and take
to court any case involving alleged
diserimination or discharge action
taken against employes for ex-

- ercising their rights under the fed-
eral job safety and health law.

In addition to the wage repay-
ment, the company also agreed. o

remove from its personnel records |

any reference to Mr, Glynn's sus-
pension. L]

International Union of Marine In-
surance held here late last month,
when a hull loss prevention re-
port was given by the ocean hull
committee. ,

Some surveys of ocean depths
are over 100 years ‘old, and are
being found very inaccurate, said
the committee. “During the sum-
mer of 1974 a survey vessle op-
erating in the Straits of Dover with
a side scan sonar had located 50
wrecks, the existence of which
were unknown. THis is an area
where 300 ships pass each day,
including VLCCs,” said the report.
Where revision surveys are made

. 1y plying the s

with modern: slensors, hitherto un-
suspected rock pinnacles or wrecks
have been disclosed with alarming
frequency, it ras disclosed.

These ﬁndi'nlgs are particularly
alarming becaqse tankers present-
as commonly draw
over 90 feet of water, and new
mammoth vessels under eonstruc-
tion will draw| over 100 feet.

Vessels drawiing more water also
reduce the chapnels of safe navi-
gation and, coupled with con-
gestion in many heavily travelled
routes, increase’T the need for better
traffic control, ithe report urged.

The committee pointed out that
the new ore carrier Igara, which
weighs 72,'1411i deadweight tons
fully loaded, draws 53 feet of wa-
ter, and \Veqt. aground when
passing Mendaf'ik Island in poor-
1y charted waters, where lead and
line soundings| taken five miles
apart back in the 1800s were
used. “This incident cost under-
writers in excess of $25 million,”

the report said. ’
When the Showa Maru ground-
ed in the Malacca Strait in Jan-
uary of this year, attention was
focused on that 500 mile long’
channel, one of the world’s busiest
and most important. It accomodates
up to 5,000 ships a month, includ-
ing supertankers, oil drilling rigs
in tow, freighters, container ships
and passenger liners. “The inci-

dent of the Showa Maru . . . was
only one of many such happenings
in this area, which have cost Jap-
anese insurance companies more
than $11 million for damages from
19 accidents in the last four years.”

This does not include damages
on the Showa Maru cleanup costs.
The largest payment was $2.6 mil-
lion when the Terukuni Maru
scraped bottem. u
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ERISA prompts call for

Teamster pension probe

WASHINGTON—An investiga-
tion that could expose trustees
and officials of the $1.4 billion
dollar Teamsters Central States
pension fund to major liability
suits has been called for by Sen.
Jacob K. Javits (R-N.Y.).

Sen. Javits said federal of-
ficials, armed with new authority
under the pension reform law,
should move quickly to “clear
the air” about alleged fiduciary
abuses in the huge, Chicago-based
pension fund.

Government officials have pri-
vately cited staff shortages, par-
ticularly in the Labor Depart-
ment, as holding up action on the
Teamsters fund. Sen. Javits said
any such shortages should im-
mediately be brought to the at-
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tension of Congress.

“It is no secret that one of the
primary reasons for enacting fed-
eral fiduciary standards was to
provide a more adequate basis
for dealing with the long history
of abuses in the Central States
fund,” Sen. Javits told an audi-
ence of multiemployer pension
fund officials in Washington last
month.

He emphasized that the “success
or failure of the new fiduciary
standards will turn on what is
done about the Central States
fund.”

Teamsters union president
Frank Fitzsimmons, who also
heads - the Central States fund,
told Business Insurance that there
was ‘“nothing to hide” about the
fund’s operations. He said the
fund would cooperate with any
federal investigation.

It was not known if the fund
has purchased fiduciary insurance
for itself or its trustees in view of
the high probability of some kind
of federal investigation into the
fund’s investments.

The Labor Department’s $16.3
million budget request for pen-
sion reform duties in the year
ending next June 30 has been
bogged down in the Senate.

While the Labor Department
budget itself is not normally a
controversial item, it is custom-
arily combined for Congressional
action with the budget of the
Health, Education and Welfare
Department. The HEW budget is
currently under fire by critics of
federal inspired school desegrega-
tion plans.

James Hutchinson, adminis-
trator of the Labor Department
pension reform agency, the Office
of Employe Benefits Security, has
indicated he will seek additional
funding for his operations in a
supplemental budget request to
be filed with Congress later this
year,

Mr. Hutchinson, however, has
declined to say if the additional
funds would help fund an inves-
tigation of the Central States pen-
sion fund. [
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Tells of refusals to renew product
liability policies after claim filings

CHICAGO—Product  liability
insurers are increasingly refusing
to renew policies under which
claims have been filed or inci-
dents reported which might lead
to claims, the author of a new
book on products liability told
Business Insurance.

Irwin Gray, a PhD and pro-
fessional engineer who teaches and
does . consulting work in the area
of products liability, said he has
not heard of insurers fighting
claims harder or denying more
claims by insureds. But “there is
more denial of renewals on poli-
cies after incidents,” he noted.

Despite the increasing amount
of news about jury awards in
products cases amounting to more
than $1 million per case, Mr. Gray

believes many if not most of those
awards are reduced substantially
by appeals court judges.

“Every so often” there’s a mil-
lion-dollar award that holds up,
he added. But he estimates the av-
erage of the top type of common
award which will be upheld
through appeal is about $400,000,
And there are perhaps “100 of
these for every one million-dollar
award,” said Mr. Gray. He quali-
fied the statement, however, and
said that does not include phar-
maceuticals and drugs, which are
“in a class by themselves.”

Charles H. Martin, co-author of
the book with Mr. Gray, said that
the insurance industry’s response
to claims by insureds “depends on

whether they’re dealing with a
consumer products oriented client
or with an industrial client. In the
area of consumer product liability
claims, the insurance industry as a
whole is softening up their resist-
ance to claims because of the de-
velopment of the consumer move-
ment.” Mr. Martin believes insur-
ers aren’t fighting so hard against
claims because plaintiffs are learn-
ing how to successfully prosecute
these cases.

“The Insurers are learning that
their insureds are, indeed, at fault.
Now they're trying for the first
time fo get their insureds to do a
better job of product liability con-
trol,” said Mr. Martin, who for
21 years was a risk manager for
American Cyanamic, and has

been consulting since 1963.

In the case of industrial clients,
insurers haven't changed their
stance on claims or defense, said
Mr. Martin. ““Those claims are
larger and fewer, and frequently
involve subrogation actions.”

Mr. Martin said he believes the
“proper” deductible today under a
products liability policy is “one
that's about equal to the normal
claims expected.” It is common to
see such deductibles as $10,000 in
the machinery industry, “and $25,-
000 to $50,000 deductibles aren’t
unusual in companies making very
large machinery such as turbines
and boilers,” he added. Deductibles
for producers of consumer goods
such as toys and foods usually
range between $1,000 and $10,000.

The biggest problem in the
products liability field is “law-
yers,” Mr. Martin stated empha-
tically. He believes no-fault will
eventually have to be applied to
product cases, “as surely as it
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is coming in auto areas and will
have to come in the medical mal-
practice field.”

Mr. Martin says more captive
insurance companies are being set
up for the underwriting of prod-
ucts liability risks. “I see a num-
ber of present owners of captives
moving products liability into the
captive either on a primary layer
basis, or as reinsurer, or as a par-
ticipant in one of several other
ways.” [

FAA collects

airport wind
shear data

WASHINGTON—The Federal
Aviation Administration (FAA)
has announced it is collecting
data on low level wind shears at
two major airports.

Wind shears, in which wind
speed or direction vary signifi-
cantly with altitude, are believed
responsible for the June 24 crash’
of an Eastern Airlines Boeing 727
at New York’s Kennedy Interna-
tional Airport which killed 114
passengers.

United States Aviation Insur-
ance Group carried the primary
liability coverage for Eastern.
The death toll in that crash was
the highest in U.S. commercial
aviation history. (Business Insur-
ance, July 14.)

The data is being collected at
Kennedy Airport and Boston’s
Logan Airport. The study is ex-
pected to lead to the design of
automatic wind shear detectors
that will be considered for pos-
sible operational use, the FAA
said.

In another safety related mat-
ter, the FAA said it will require
commercial airliners to install a
new glide slope alert system by
June 1, 1976.

. The new alert system will be
part of the Ground Proximity
Warnings System (GPWS) that
the FAA had previously ordered
installed on commercial airliners.
The glide slope system will sound
an alarm in the cockpit when an
airplane drops below the glide
slope radio beam that defines the
correct approach angle to the run-
way. n
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people

Mfrs. Hanover elects
Haggerty vp-insurance

Manufacturers Hanover Trust
Co. elected William J. Haggerty,
44, vp-insurance. He replaces Har-
old Wiswall, who died in January.
Mr. Haggerty served as assistant
vp for one year. That position
will not be filled, he said. Mr.
Haggerty's responsibilities include
property, casualty and fidelity
coverage for the bank, its sub-
sidiaries and the holding compa-
ny. Security is handled by a dif-
ferent bank department, he said,
but added that he works closely
with it. Deductibles and self-in-
surance are part of Mr. Hag-
gerty’s “all risks management

concept” at the bank. Before he
joined Manufacturers Hanover,
Mr. Haggerty was employed at
Frankline National Bank as as-
sistant vp-insurance.
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Joy Manufacturing Co., Pitts-
burgh, promoted Nicholas Bucci
to manager-employe benefits and
hired Joseph R. Verostic as ad-
ministrator-employe benefits to
fill Mr. Bucei’s former position.
Mr. Bucci, 27, came to Joy Man-
ufacturing a year and a half ago
from the Travelers Insurance Co.,
Pittsburgh, where he was a claims
representative. He replaces Jesse

dates for buyers

Oct. 14-17: The 31st annual meeting and seminars of the Society of
Chartered Property and Casualty Underwriters (CPCU) will be held
in Dallas. Eight major seminars will deal with the most topical issues
confronting the consumer and the insurance industry today. For further
information, write to Martin Burke, director of public relations, Society
of CPCU, P.O. Box 566, Media, Pa. 19063.

Oct. 19-22: The International Security Conference will be held in
New York. Experts in the field of security will present a variety of
workshops, ranging from an introduction to security to bomb pro-
tection planning. Attendance fee is based on the number of workshops
attended. There will be a concurrent meeting of the International. Assn.
for Hospital Security on Oct. 20-21. For information, write the Inter-
national Security Conference, P.O. Box 272, Culver City, Ca. 90230.

Oct. 20-24: INA Corp.’s International Safety Academy will hold a
total loss control management conference in Macon, Ga. Experienced
loss control managers, risk and insurance managers and safety person-
nel are encouraged to attend. Tuition is $395. For more information,
write to the academy at 1021 Georgia Ave,, Macon, Ga. 31201.

Oct 26-29: The Bank Administration Institute’s 51st National Con-
vention will meet in Atlanta. Featured speakers include James E. Smith,
Comptroller of the Currency, and John F. McGillicuddy, president of
the Manufacturers Hanover Trust Co., New York. The four-day meet-
ing will cover a variety of subjects, with special emphasis on electronic
funds transfer systems. For more information, write to the BAI, P.O.
Box 500, Park Ridge, I1. 60068. :

Nov. 3-5: The National Insurance Conference, sponsored by the Ameri-
can Management Assn., will be held in New Orleans. It will be divided
into two sections: general insurance and employe benefits. For further
information, contact John Devitt, group program manager, AMA, 135
W. 50th St., New York, N.¥Y. 10020.

Nov. 10-12: A seminar designed to provide bank executives with
practical knowledge of risk management techniques will be held at the
Kellogg West Center for Continuing Education, California State Poly-
technic University, Pomona. Sponsored by the American Bankers Assn.,
the seminar will cover bankers blanket bond coverage, D & O, fidu-
ciary, trust department E & O and safe deposit liability. Telephone res-
ervations are recommended. Contact Edgar W. Armstrong, assistant di-
rector, insurance and protection division, American Bankers Assn,
1120 Connecticut Ave.,- N.W. Washington, D.C. 20036. (202) 467-4048.

Nov. 10-21: A comprehensive two-week workshop on fleet motor
vehicle accident investigation techniques for representatives of fleet
transportation companies is being offered by the Traffic Institute at
Northwestern University. The workshop will highlight: How to conduct
an on-scene accident investigation; how to gather physical evidence
from the damaged vehicle and the roadway, and how to determine
what part of the car played a key role in the accident. Tuition is $425,
which includes study and reference materials. Registrations are being
handled by the Registrar, Traffic Institute, Northwestern University,
405 Church St., Evanston, Il. 60204.

Nov. 14-19: The 21st Annual Educational Conference of the Interna-
tional Foundation of Employe Benefit Plans will be held in Honolulu.
The three-day conference will focus on two vital issues—ERISA and the
economy. In all, the conference program will cover 35 different subjects
in 131 formal and informal sessions. Only foundation members are
eligible to attend; up to 6,000 delegates are expected. For more informa-
tion, contact the foundation at P.O. Box 69, Brookfield, Wi. 53005.

Nov. 17-21: The 25th anniversary of the Risk and Insurance Man-
agement Society will be celebrated with a Silver Anniversary dinner
dance in conjunction with a series of educational meetings in Chicago.
Nov. 17-19: RIMS will present its new Fundamentals of Insurance
Purchasing course. Concurrent with the course and running through
Nov. 20, a special risk management seminar conducted by the Risk
Management Institute of the University of Dallas will also be held.
The week will be topped off by the Society’s Silver Anniversary
dinner dance on Friday evening, Neov. 21. For further information,
contact RIMS at 205 E. 42nd St., New York, N.¥. 10017.

H. James, who went to National
Forge Co. Mr. Bucci’s responsi-
bilities involve pension funding
and group insurance negotiations
and he reports to the treasurer.
Mr. Verostic previously was as-
sistant claims supervisor at the
Travelers Insurance Co., Pitts-
burgh. At his new job, Mr. Veros-
tic works on day-to-day adminis-
tration of pensions and group in-
surance programs.
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Jesse H. James, formerly man-
ager-employe benefits at Joy
Manufacturing Co. for four years,
was named to the newly-created
position of manager of insurance
and employe benefits at National
Forge Co., Irvine, Pa. Mr. James,
28, reports to the treasurer and is
responsible for property/casualty
and group benefit insurance and
safety and loss programs.
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Dominick’s Finer Foods, a Chi-
cago-based supermarket chain,
hired Bob Evans as corporate risk
manager. The position is newly-
created. Mr. Evans declined to
give Business Insurance any other
details, and it is not known where
he was formerly employed.
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Robert H. Siepka joined Henry
Crown & Co., a Chicago-based
privately owned financial holding
company. Mr. Siepka is managing
all property, casualty and group
insurance for the firm, which spe-
cializes in investments. The posi-
tion is newly-created, although
Mr. Siepka takes over the respon-
sibilities of Tom Brouder, former-
ly insurance manager for Monti-
cello Realty Corp., a subsidiary of
Crown. Mr. Brouder is moving in-
to real estate matters for the
company. Mr. Siepka reports to
the vp. He was formerly assistant
secretary and director of insur-
ance for Allied Products Corp.,
Chicago.
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E. G. Van Cata was named di-
rector of corporate insurance for
Allied Products Corp., Chicago,
effective Sept. 22, replacing Rob-
ert H. Siepka, who joined Henry
Crown & Co. Mr. Van Cata was
formerly assistant corporate sec-
retary and manager of corporate
insurance for Federal Signal Co.,
Chicago. He has not yet been re-
placed.
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Borg Warner Corp., Chicago,
named Jay Misicka, 49, manager,
general insurance effective Sept.
22. He replaces Thomas O. Len-
hart, who joined Baxter Labora-
tories Inc., Morton Grove, Il
(Business Insurance, Dec. 9,
1974). Mr. Misicka formerly was
insurance manager at Allied
Mills, Chicago. No one has been
named to replace him there. Mr.
Misicka also worked for General
Portland Cement Corp. in Chica-
go and Dallasg, .and for Marietta
Corp., Chicago, before the com-
pany merged to become Martin
Marietta Corp. Mr. Misicka's new
responsibilities include handling
property, casualty and fidelity
bond insurance at Borg Warner,
and he reports to Arnold F. Berg,
48, director, risk management. Mr.
Berg recently assumed the addi-
tional responsibility of employe
benefit administration from Don-
ald Severson, manager, employe
benefits and compensation, be-
cause ‘it seemed logical to com-
bine benefit administration with
benefit coverage.”
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Merck & Co.’s subsidiary, Cal-
gon Corp., promoted James W.
Jacobs to the position of manager,
compensation and benefits admin-
istration. Previously, Mr. Jacobs
was office supervisor for the
Pittsburgh-based chemical com-
pany's department of compensa-
tion and benefits. Mr. Jacobs re-
places Walter L. Lloyd, who
joined another Merck subsidiary,
Kelco, in San Diego. n

Insurers had loss in

'74 of $2.6 billion

NEW YORK—A net underwrit-
ing loss of $2.66 billion was sus-
tained by the property/casualty
insurance industry in 1974 and
underwriters lost approximately
$6 billion in policyholders’ sur-
plus, according to a study re-
leased by the Insurance Informa-
tion Institute.

1974’s losses contrasted sharply
with the $5.76 million underwrit-
ing gain the industry experienced
in 1973.

Premiums written by property/
casualty insurers totalled approx-
imately $45 billion in 1974, an in-
crease of 5.9% over the 1973 total
of $42.5 billion.

Fire losses in the U.S. jumped
21% to approximately $3.2 billion
last year, from 1973 losses of $2.6
billion. Crimes against property
increased by 18.4% in 1974, ac-
cording to the III which estimates

larceny and auto theft at approx-
imately $3.2 billion.

Burglary accounted for $1.1 bil-
lion of the total property loses
sustained, the III said, auto theft
losses taqtalled $1.16 billion, lar-
ceny-theft, $800 million, and rob-
bery losses totalled $125 million.

Insured wind or hailstorm ca-
tastrophes caused insured losses of
some $661 million in 1974, which
was also the worst year on record
for tornadoes, the III said.

Property damage resulting from
tornddoes in 1974 exceeded $500
million for the second consecutive
year.

The III report, contained in the
1975 edition of Insurance Facts
released in mid-September, notes
that the U.S. accounts for more
than 52% of the insurance premi-
um volume recorded in the free
world, a total of $91.4 million in

losses from burglary, robbery, life and non-life premiums. n

classified advertising

RATES AND CLOSING TIME: $2.75 per line, minimum charge $13.75. Cash
with order. Figure all cap lines (maximum—two) 30 letters and spaces
per line; upper & lower case 40 per line. Add two lines for box number.
Replies are forwarded daily. Closing deadline: Copy in written form in
Chicago office not later than noon, Monday, 7 days preceding publica~
tion date. Published every other Monday. Display classified takes card
rate of $28.50 per column inch, and card discounts on size and fre-
quency. Mail ads to Business Insurance, classified advertising dept.,
740 N. Rush St., Chicago, Illinois 60611.

HELP WANTED

RETIRED EXECUTIVE
to manage small caplive insuror; medical and
and general Fiability. Strong knowliedge of re-
insurance, liability, underwriting, and claims.
Track record and referenzes as Insurance Com-
pany officer. Less than full time effort required.
Ideal Texas city, ample sports, recreational, edu-
cational, and cultural facilities. Salary and ben-
:!f;:.ts open. Send resume and salary requirements

Box 84, BUSINESS INSURANCE
740 Rush St., Chicago, 1ll. GO611

San Francisco Steamship Company seeks sec-
retary with casualty/employee benefits claims
background. Good salary and excellent benefits.
Send resume to: P.0. Box 7645, San Francisca,
Calif., 94120 Equal Opportunity Employer

 WANT AD ORDER BLANK

RATES AND CLOSING TIME: $2.75 per line, minimum charge $13.75. Cash with order.
Figure all cap lines (maximum—iwo) 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 loter than noon, Monday, 7 days preceding
publication dote. Published every other Menday. Display classified takes card rate of
$28.50 per column inch, ond card discounts on size and frequency. .

Mail ads to Business Insurance, 740 N. Rush St., Chicage, lllincis 60611.
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Number of Insertions: & t Enclosed $.

Issue dates:

Name: |

Company: l

Address:

Clip and Mail This Form To:
WANT AD DEPARTMENT

business insuranee

740 Rush St., Chicago, lll. 60611
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One side of your employees
we hope you never see.

We're not pointing fingers, just trying to make a point.
Employee dishonesty costs businesses an
estimated $4 billion every year. -
Which in turn leads to an estimated 30% of all
business failure,
With a Fidelity Bond from The St. Paul, we help make
sure your business doesn't join that unfortunate club.
First, a Fidelity Bond itself gives you a subtle
psychological deterrent against internal dishonesty.
* And of course, if white collar crime should crop
up, we cover your losses.

In addition, we offer somewhat broader coverace
ihan the standard form in most statzs.

At a reasonab'e price.

And in those states we always include claims !
expense and personal injury coversce. No charge.

Service? Ore of 44 service certers tries to contact
you the same day it receives your claim.

Fidelity Bond. It makes trusting your employees
2 whole lot easier.

Call an independent agent for the The St. Paul
ebout it today. Ha's in the Yellow Pages.

THE ST. PAUL

COMPANIES

Serving you around the world. .. around the clock
St. Paul, Minnesota 55102

St. Paul Fire and Maring Insurance Company, St. Paul Mercury Insurance Campany, The St. Paul Insurance Campany




We could have helped
hold that key executive

It comes true one day: the bad dream for a smel business. Then it begins: Morale drops. Accounts grow edgy.
or professional corporation. Credit tightens. Competizion intensifies. Disenchantment
The party's over. Your key executive is gone. And with spreads. The rumor mill begins to grind. -
him go: The magic. The quick mind. The irreplaceable One way to keep a key executive is with 2 Centinental
insights. The priceless contacts. The ability to inspire Assurance deferred compensation plan, so good that he
people. The rare charisma of a born leader. can't afford to leave.
Without him, things don’t seem to work anymore. ) .
Your number two man remains a number two man... Estate and Business Planning Services

even in the number one-position.

Continental Assurance Company
INSURANCE Fhase

y

See Your Independent Agent or the Continental Assurance sales office listed in the Yellow Pages @



