75¢ a copy; $15 a year .

the national newsmagazine of loss prevention, risk financing and employe benefit management

Week of September 18, 1978

“ Entire sontents copyright 1878 by Crain Communications Ine. All righls reserved,

Excess/surplus report pages 25 to 61

lt's a buyers’ market again

The bufferlayeris moribund. Atleast
it appears to be terminally ill.

The demise of that hard-to-place and""

expensive layer of insurance linking,
the primary and excess programs is the .
clearest signal that the storybook

growth of the excess and surplus mar-

kets in 1976 and 1977 has turned into a

different plot this year.

Business Insurance reporters on both
coasts and in the Midwest wrote stories
telling tales of rate cutting, hustling for
business and slower growth, albeit
with some regional differences, as they
queried excess and surplus insurers on
the state of their operations.

“For the buyers, the market is the
best it's been in five years,” one West
Coast underwriter told correspondent
Margaret LeRoux. “Last year the buy-
2rs went begging, but today with a bit
of luck a buyer may even get an invita-
tion to lunch.”

And BI reporters heard more than
one insurer reminisce about the good
2ld days.

“FIt used to be so much fun to watch
zhe brokers queue up,” recalled a West
Zoast excess and surplus underwriter.

“Now they’re really hitting the market -

aard.”

. “I doubt if we’ll see a greater time in
excess and surplus than 1976 and
~977," sighed Daniel F. Maher of Ca-
Dacity Managers International in New
York. “Everyone was just so happy to
‘ind a home for a risk in those tight
rears.”

The reason for the new storyline in
the excess and surplus markets can be

found in the rebirth of aggressive .

underwriting by the primary insurance
companies.

“What happens in our marketplaceis
just a product of what’s happening in
the primary markets,” explained Wil-
liam Goldman of Horan Goldman &
Co. With replenished surpluses and un-
cerwriting profits turning red ink to

In 6 important states
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“What a bummer . . . hen | can’t even afford a risk, that guy’s rolling in bucks.

But this will change, just you wait and see ... "

black in insurance company ledgers,
the primary companies are looking for
business again. ’

The biggestlosers in this turnaround
appear to be the excess and surplus in-
surers specializing in the buffer layer.
Columbia Casualty, CNA’s excess and
surplus unit, expects 1978 premiums to
plummet $24 million, or 32% from
1977s $74 million volume.

Forty percent of Columbia Casu-
alty’s business was in the buffer layer.
“But that business is simply evaporat-

ing,” president Wayne Prather re-.

vealed to associate editor Kathryn J.
Melntyre.

“The market for buffer laysrs has
pretty much ceased to exist,” said Noel
Higgit, senior vp of Baccala & Shoop
Insurance Services on the Wes- Coast.

Examples of rate cutting were rife.
On the East Coast, insurers told associ-
ate editor Rebecca A. Fannin that rates
for property coverages were being re-
duced as much as 20% to 30%. “The
property marketis extremely saft,” ob-

Regional brokerage firms dominate

By ELLIS SIMON

NEW YORK—The national broker-
age firms usually are the biggest pro-
cucers of standard lines business in the
largest markets, but regional firms pre-
cominate in excess and surplus lines.

Business Insurance obtained pre-
mium data on the 10 largest excess/
surplus lines brokers in six leading
excess/surplus lines states. Insurance
departments in five of those states pro-
vided information, while information
on California came from the state Sur-

The people column

page 116

plus Lines Assn.

Only George F. Brown & Sons
ranked among the top 10 in a majority
of those states. The Brown firm ranked
sacond in New York, fourth in Florida
and Texas, fifth in California and ninth
in Illinois. Louisiana was the only state
of the six surveyed where Brown did
not make the top 10.

Brown produced $28.4 milion in
excess/surplus lines business in those
states, with $10 million from California,
$6.7 million from New York, $6 million
from Texas, $3.6 million from Florida
and.$2.1 million from Illinois.

Stewart Smith, Swett & Crawford

Continued on pcge 107

served Mr. Maher of Capacity Man-
agers. “You can almost name your
price.”

There is more confusion, and possi-
bly regional differences, on the liability
side. While East Coast underwriters re-
ported a leveling out or declines of 5%
or so in rates, West Coast insurers
sketched an emerging price war.

“We're seeing a 15%to 30% erosion on
liability premiums,” said Robert Rey-
nolds, vp of marketing at Aetna/
Cravens Dargan. 3

“Coverages are broader and pre-
miums are being renewed at decreases
in the range of 20% or more,” added
Bruce MacCready, a partner in Mac-
Cready & Gutmann Insurance Ser-
vices.

Finally, there is the cynical view of
one West Coast underwriter who also
foresees a return to the excess and sur-
plus markets in 1980. “You don’t think
any of us have learned from past
experiences, do you?” he asked
facetiously. "

e The green, go-ahead lights that
E&S insurers on the East Coast
saw last year have switched to yel-
low, caution signs. Page 25.

e Softened, loose, fluid, unsettled
is how West Coast E&S underwri-
ters see their area. Page 26.

.0 Midwest underwriters confront

competition from primary mar-
kets. Page 29.



New for _
Insurance companies.

No one knows better than insurance professionals how many
liability exposures today's multi-faceted insurance comgany faces.
And no one knows better the benefits of package programs.

That's why Shand, Morahan has designed a single policy that
covers both the Errors and Omissions and Directors and Officers

needs of insurance companies. :
Plus ERISA and Mutual Fund Liability— The E&o D&o
should your corporate entity require it. ,

The benefits of such a centralized, -
package policy, as any insurance profes- two-ln-one
sional knows, are: the elimination of )
possible conflicts between separzte =
carriers; the ease and advantage of deal- po Icy.

ing with a single underwriting and claims
staff, not to mention a single know edge-
able defense staff should the need arise.
Last but not least, this streamlining and
consolidation of various liability cover-
ages into a single policy could also
mean savings in the total overall pramium.

A claims-made package designed
to suit the particular needs of insurance
companies. Another innovative concept
from the professional liability professionals
at Shand, Morahan.

== Shand, Morahan & Company, Inc.

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




“We’re not trying to bes the
largest, just the best,” said A&A
president and chief operating of-
ficer John A. Bogardus.

King County uninsured?

A&A, Jones merge strengths

By REBECCA A. FANNIN

NEW YORK—The union of Alexander
& Alexander Services Inc. with the
nation’s ninth largest broker, R.B. Jones
Corp., promises to strengthen A&A’s
muscle in the Midwest and increase the
marketability of Jones’ closely held stock.

For Jones, the increased marketability
forits stock wasa “main consideration” in
deciding to merge, according to John W.
Tucker, president and chief executive of-
ficer.

In exchange, A&A gains Jones strong
penetration in smaller Midwestern cities,
allowing the second largest brokerage
firm in the U.S. to gain four new offices.

Though well-known for its aggressive
acquisition pace, A&A surprised the in-
surance community by its recent agree-

ment in principle to acquire Jones.

If approved, the acquisition would rank
as the largest of any insurance broker. The
next largest acquisition was Corroon &
Black’s acquisition of Synercon Corp. in
1976. Synercon’s gross revenues at the
time were $17 million while Jones’ reve-
nues for 1977 were $26 million.

Despite A&A’s sudden announcement
of its intentions, the firm has long re-
hearsed this major move. A& A began set-
ting the scene two years ago when it began
meeting informally with R.B. Jones todis-
cuss a link, according to John A. Bogar-
dus Jr.,, A&A president and chief operat-
ing officer. '

Consolidating two such large firms
could be complex, but the broker’s princi-
pal officers said they don’t expect difficul-

ties since the brokers complement each
other so well in geographics, specialties
and management style.

Plans of reorganization have been
drafted to allow both firms control over
internal restructuring and to keep Jones
management intact. Mr. Tucker will be-
come a member of A& A’'s board of direc-
tors.

To complete the transaction, A&A will
issue 780,000 shares of stock, approxi-
mately $54 million, for all of Jones’ issued
and outstanding stock. This would be ap-
proximately .59 A& A share foreach Jones
share.

The transaction must be approved by
the boards of both corporations and by a
three-fourths vote of Jones’ share-
holders. A notice of the merger must be

Continued on page 109

Officials seek broker

over ‘fake’ policies

By HARRIET KING

SZATTLE—King County offi-
cials here are trying to determine
whether thzay held “valid paper”
from April 1977 to Aug. 1 on a $4
millicn excess liability insurance
policy or whether their $179,000
prem.um was embezzled by a sur-
plus Enes broker. .

Als> guestioning similar cover-
ages are officials in companies—
including top Nevada casinos—
and municipalities in some 15
states whose policies were handled
by Donald J. Kubovehik, 42. an of-
ficer and stockholder in Asso-
ciated Underwriters Ine. of St.

Marine
now 2nd
at Lloyd's

By JOHN H. MILLER

LONDOMN—By a margin smaller
than a single underwritinz slip,
nor-marine property and liability
busiress at Lloyd’s now exceeds
combined marine and aviation in-
surar.ce for the first time.

Th= $20 million gap between the
twc sections of the market was re-
vealed as Lloyd's anncunced
record profits of $250 million for
the 1375 trading year. Premium in-
corae totaled $3 billion and profits
ros> to 8.5% of premium against
5.3% for 1974.

Non-marine lines reported $1.41
billicn in premium and profits of
$54 million. Marine and aviation
lines had premiums of$1.39 billion
anc profits of $165 million. Domes-
tic aLto insurance reached $20 mil-
lion.

Flthough this is the first time
non-marine business has over-
taken the joint marine and aviation
sectcr, non-marine business has
exce=ded the marine area alone for
several vears.

Disclosing good results in gen-
eral business, Murray Lawrence,
chaivman of Lloyd’s Non-Marine
Assr., said, “The non-marine ac-
count far 1975 is back into profit
after including investment earn-
ings, but the underwriting result
on is own still showed a loss.
Trends for 1975 and 1977 still look

Continued on page 110

Louis. :

Missouri insurance commis-
sioner Jerry Buxton announced
that insurance regulators are seek-
ing surplus broker Mr, Kubovechik
for questioning in connection with
his acceptance of at least $1.2 mil-
lion in premium payments from
clients in numerous states. Mr. Ku-
bovchik has not been heard from
since May.
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Those insured include the Ne-
vada interests; King County in
Washington state, possibly the
largest policyholder; 37 small
businesses in Missouri, and 26 cli-
ents in Illinois including some hos-
pitals and small government agen-
cies. Other clients were located in
California, Colorado, Florida, Indi-

Trade zone regula’rions
adopted, few objections

ana, lowa, Kentucky, Michigan,
North Carolina, Texas, Virginia
and Wisconsin.

Commissioner Buxton indicated
that Mr. Kubovchik allegedly fun-
neled thismoney into a bogus E&S
Insurance Agency between 1972
and 1977 without actually buying
the coverage intended for his Asso-
ciated Underwriters clients.

The broker may even have paid
some small claims out of his own
pocket. Mr. Kubovchik gave Asso-
ciated officials a written conces-
sion in May and turned over
records and about $500,000 in cash
assets of E&S Agency to cover

Continued on page 108

“The inside story
A quantitative approach

Like most risk managers, Ernest Liebre of FMC
Corp. goes into renewal negotiations with the
goal of getting the broadest program at the low-
est price. But unlike most of his colleagues, Mr.
Liebre is armed with a gquantitative analysis of
the optimum deductible. Editor Susan Alt ex-
plains on page 71.

By ELLIS SIMON

NEW YORK—Criticism of Regu-
lation 86, the New York insurance
department’s rules for that state’s
free trade zone, has been mute,
even though controversial provi-
sions contained in a draft version
were, for the most part, retained.

The regulation was promulgated
Sept. 1, start-up day for the free
trade zone. The free zone will allow
specially licensed companies to
write unusual or hard-to-place
risks and risks with premiums ex-
ceeding $100,000 for asingle cover-
age without prior approval from
the insurance department on rates

Excerpts from the regulations es-
tablishing the free trade zone and
a list of eligible risks are on pages
101 to 105.

and policy form.

Harold A. Eckmann, chairman of
The Atlantic Cos,, called the regu-
lation “reasonably responsive. We
never expected it to be as free as
some people hoped.” The regula-
tion is a plateau to build on and is
likely to be changed over time, he
added.

Both the Atlantic Mutual and
Centennial Insurance Cos. have
been approved for free zone li-

censes.

“We feel (Regulation 86) is a con-
structive start for the free trade
zone,” said Robert Eisenstadt, re-
gional counsel for INA, another
company that has had its free zone
application approved.

However, Mr. Eisenstadt took a
markedly different tone at a hear-
ing prior to promulgation of the
regulation. He and AIG counsel
Patrick Foley attacked provisions
in the regulation requiring that
free zone insurers meet minimum
policy standards and rate stan-
dards.

Others who testified were criti-

Continued on page 111

Self-insurance

Thousands of firms in recent years have jumped

on the self-insurance bandwagon for workers
compensation. After Gold Kist’s Robert Rich
convinced his management that selfiinsurance

was better than more insurance rate hikes, it

took only two months to institute the program.

. Associate editor Jerry Geisel went to Atlanta to
s learn how it was done. His report is on page 83.

PBB

To do or not to do

The trend for captives to underwrite
non-parent company risks has im-
mersed an estimated 100 U.S. risk
managers in a dilemma: How to find
out whether it is the correct route. An-
swers from risk managers who de-
cided for and against are provided in
.= the riskWatch column, page 74.

A court will rule next month whether
farmers should be compensated for
lower real estate values as a result of
the now infamous PBB mixup in
Michigan. The result could double the
liability for the Farm Bureau Services
Ine. and for the Michigan Chemical
Co. Page 82.

liability

_
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Service-tied pension plans for your information... |

yield higher pay, study says

NEW YORK—A study of 86 pen-
sion plans conducted by Bankers
Trust Co. shows that median pen-
sion benefits have dramatically in-
creased under pattern plans,
which tie benefits only to years of
service rather than to compensa-
tion and Social Security benefits.

The median benefit for pattern
plans for 1978 is $134 annually for

each year of service, a 24% increase
over three years ago. Compared to
the 1975 median benefit of $66, the
increaseis even more dramatic, the
study said.

But benefit levels for conven-
tional plans, which link pension
benefits to compensation and de-
duct for Social Security benefits,
differed only slightly from three

commentingon
captives worldwide

If you need to know about captive insurance companies,
you need Captive Insurance Company Reports. Publ shed
by Risk Planning Group, Captive insurance Company
Reports contains comprehensive coverage of new cap-
tives, legal and.tax news, domiciles, money market rates,
captive “service” organizations and detailed practical
information about the day-to-day operations of individual
parent- and group-owned captive insurance companies.

Annual Subscription: US $100

Published 6 times a year

To enter your subscription or receive additional information and a
FREE sample issue, please contact:

Circulation Director: Captive Insurance Company Reports

24 0Id King's Highway South, Darien, Connecticut 06820

(203) 655-9791

Telex: 966358

years ago. . :

Workers whose final year's pay
was $9,000, however, received a
median benefit of 34% of final pay
for 1978, an increase from 29% in
1975.

Interastingly, the survey found
that ths median benefit level for
the $9,700 individual was higher
than that paid those earning
$15,000 and equal to the benefit for
those who were paid $25,000.

Comparing conventional plans
to pattern plans, the survey found
that benefit levels are more equal
among four different compensa-
tion levels in conventional plans
than in pattern plans.

The study noted that the trend of
eliminating plan maximums is
continuing as well as the trend of
increasingly providing dollar-per-
year-of-service minimums.

The Bankers Trust study found
that 29% of plans had dollar-per-
year-of-service minimums in 1975
compared to 40% of the plans this
year.

The percent of companies
eliminating plan maximums has
increased to 83% in 1978 from 72%
in 1970.

Also cited was the trend of using
a worker’s final compensation
rather than his average compensa-
tion throughout his careerin deter-
mining benefits in conventional
plans,

In determining benefits based
on final compensation, the most
common period used is the last five
years. But the study said a gradual
trend of using a three-year period
appears to be developing. .

The trend toward benefits based
on final pay is emerging, the study
said, because final-pay-plans nor-
mally provide higher benefitlevels
than ca-eer-average plans and are
easier to administer. ™

“WE DON'T BELIEVE IT IS
THAT WAY WITH THE
GROUP INSURANCE
CLIENTS WE'ARE
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COURTEOUS, EFFICIENT
AND PROMPT o
ADMINISTRATION OF

. BENEFIT PAYMENTS

TO.A POLICYHOLDER'S

EMPLOYEES AND

THEIR DEPENDENTS

BENEFIT TRUST LIFE
INSURANCE COMPANY

established in 1913

1771 HOWARD ST.

CHICAGO. IL. 60626

312~ 274-8100

15 OUR MOST
IMPORTANT * _
FUNCTION.

LBeneﬁt taxslants ..... 97

House, Senate conferees remain
deadlocked on pregnancy measure

WASHINGTON—House and Senate conferees still are
deadlocked trying to resolve differences in legislation passed by
each house that would require employers to provide full medical
and disability benefits to pregnant employes.

Staff members said both sides are currently “poles apart,” mak-
ing a compromise very difficult toreach. Despite these differences,
a staff member of the Senate Human Resources Committee pre-
dicted that the deadlock will be resolved just before the current
session ends later this year.

The stumbling block is that House conferees insist that employ-
ers not be required to pay benefits to a pregnant employe who
decides to have an abortion. Senate conferees oppose such are-
striction.

A possible solution to this impasse is clarifying language that
would allow employers with “moral objections,” such as Catholic
hospitals, not to pay for employe abortions, one source said.

Another conference meeting is expected to be held later this
month, but it is unlikely that the deadlock will be resolved then, a
staff member said.

Culver introduces carryback plan

WASHINGTON—Sen. John Culver (D-Iowa) has introduced leg-
islation (S. 3489) that would permit businesses to carryback prod-
uct liability losses for up to 10 years.

Aloss carryback permits acompany which has been the victim of
an uninsured product liability award to obtain a refund on taxes
paid in past years, providing the company has a net operating loss
in the current year.

The legislation, which was drafted by the Treasury and Com-
merce Departments, has the backing of the Carter Administration.
Sen. Culver is considering attaching the carryback legislation to
the Administration’s tax bill, according to a staff aide.

Automatic restraints cut fatalities

WASHINGTON—Automatic safety restraints in automobiles
can severely slash the driving fatality rate, the Department of
Transportation says.

According to a DOT study, the fatality rate for Volkswagen Rab-
bits equipped with automatic safety belts was less than one-third
the death rate for Rabbits equipped with conventional safety belts.

The study found that the fatality rate was .78 per 100 million miles
for Rabbits with the automatic belts that had been driven atotalof'l
billion miles. That compares with a fatality rate of 2.34 per 100
million miles for Rabbits with the conventional belts.

Javits backs national health plan

WASHINGTON—Sen. Jacob Javits (R-N.Y.)said this month that
he supports the Administration’s plan to phase-in a national health
insurance program.,

Sen. Javits said the first stage of the program should offer com-
prehensive coverage for pregnant mothers and children.

Sen. Javits also said that he hopes the next session of Congress
will become known as the “national health insurance Congress.”

Many cancer deaths work-related

WASHINGTON—As many as 20% of cancer cases in the U.S. may
be work-related, Health, Education and Welfare secretary Joseph
Califano told a labor conference here.

Citing a recent study by the National Cancer Institute, Mr. Cali-
fano said 10% to 15% of cancer deaths may berelated to exposure to
asbestos.

House okays tough tanker law

WASHINGTON—The House this month passed legislation that
sets tough new safety standards for oil tankers.

The legislation requires oil tankers of more than 20,000 dead-
weight tons be equipped with a dual radar system, a long range
navigation aid, a fathometer and a gyrocompass by June 30, 1979.

The bill now goes to a conference committee to clear up differ-
ences with a Senate-passed version of the legislation.

Product liability debate expected

COLUMBUS—An intense debate is expected this month as the
Ohio senate takes up a House-passed bill that would give manufac-
turers key defenses in product liability lawsuits.

The legislation calls for a 10-year statute of limitation on filing
suits and provides a defense against liability in cases in which the
product was altered or manufactured in compliance with safety
standards existing at the time.
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the benefit beat
GM benefits cost record $3.2 billion last year

General Motors’ contributions
for employe benefit programs in
the U.S. totaled a record $3.2 bil-
lion in 1977, up from the previous
high of $2.4 billion in 1976. Of that
total, pension plan contributions
amounted to $1.1 billion, while the
cost of providing health care cover-
ages reached $1.2 billion. The cost
of other benefit programs such as
life insurance, sickness and acci-
dent, supplemental unemploy-
ment benefits and savings-stock
purchase program amounted to
$900 million. Of GM's $12.50 aver-
age hourly labor cost in 1977, bene-
fits amounted to $2.86, while
wages, including holiday and vaca-
tion pay, averaged $9.64 per hour
worked.

4As disability plan

Maximum monthly long term
disability benefits available
through a program sponsored by
the American Assn. of Advertising
Agencies have been increased
from $3,000 to $5,000 as aresult ofa
change in insurers. Unionmutual
Life Insurance Co. has replaced
the Reliance Life Insurance Co. as
underwriter on the program.

The new coverage, available to
4As member agencies and their
employes at slightly lower pre-
miums, provide 60% of monthly

salary up to $5,000 and 40% of

monthly salary from $5,001 to
$10,000. The old program provided
only the 60% benefit on the firs
$5.000, according to Walter Haase,
4 As vp and administrator of group
plans.

Currently 110 agencies with
7.500 employes participate in the
program. Agencies can elect a
90-day or 180-day waiting period
before coverage begins and the
program can be offered to em-
ployes on a contributory or non-
contributory basis. However, non-
contributory programs must make
coverage available to all employes
and contributory programs must
have participation by at least 75%
of an agency’s employes.

N.Y. Teamsters fund

The New York General Contrac-
Assn. has agreed to increase
ibutions to the Teamster Lo-
cal 282 pe fund by
per man-hour and to the welfare
fund by 50 cents per man-hour be-
tween now and 1980 as part of a
se ment ending a one-month
walkout. Pension fund contribu-
tions will rise () cents per man-
hour retroact to July 1, 1978,
and by 35 cents on July 1, 1979.
Welfare fund contributions will in-
crease by 10 cents per man-hour
retroactive to July 1, 1978, 10 cents
per man-hour on Jan. 1, 1979, 15
cents per man-houronJuly 1,1979,
and 15 cents per man-hour on July
1, 1980. By mid-1980 contributions
to the pension fund will total $2.60
per man-hour and contributions to
the welfare fund will be $1.61 per
man-hour. Wages for chauffeurs
will rise from $8.92 to $10.07 by
1980.

The contractors group, which
represents firms involved in high-
way work and other heavy con-
struction, also reached agreements
settling two-month old strikes by
Locals 14 and 15 of the Interna-

Union of Operating Engi-

Local 15 received no new
contributions to its pension and
welfare funds between now and
1980. Total compensation for its
highest paid members 11 rise
from $15.64 per hour to $18.78. Lo-
cal 14 received a 15 cents per man-
hour increase in contributions to
its pension fund. Total compensa-
tion for its highest paid members

will increase from $17.24 per hour

now to $20.70 per hour in 1981.

Postal benefits

Postal Workers, who last month
rejected a new three-year contract,
are not seeking benefit changes.
The current impasse centers on
wages. The rejected contract
would have given the nations 550,-
000 postal employes a 19.5% pay
increase, including cost-of-living
adjustments, over the three year
period. This would be considera-
bly less than the increases won re-
cently by other major unions.
Postal workers also have been ob-
jecting to attempts to permit lay-

Innovative ability in managing
risks is the mark of a good broker.
Assurex International brokers and agents are
full of ideas. New ways to insure old risks.
Old ways to cover new, unusual, or one-of-
a-kind risks. If someone runs into a prob-
lem, he has 59 “partners''to call on for
help. That's a lot of brains to pick. Sixty
independent, experienced, professional

offs of employes. All independent
mediator is attempting to work out
a compromise contract that both
the Postal Service and its three big
unions can accept.

Health care costs

Health care cost the nation $163
billion in fiscal year 1977, accord-
ing to preliminary figures released
by the Health Care Financing Ad-
ministration. Health expenditures
jumped 12% over the last 12
months compared with a 10.2 % in-
crease in the gross national prod-
uct. Health care costs comprised
8.8% of the GNP last year, com-
pared to 8.7% in 1976.

business insurance, September 18, 1978/ 3

ESOPs urged

Offering corporations even more
of a tax incentive to form ESOPs
than already exists should ulti-
mately improve the disappointing
productivity of American workers,
claims Sen. Russell Long (D-La.).
The sponsor of legislation that
would provide a tax credit of 2% of
qualified capital investment or 1%
of compensation of employes par-
ticipating in an employe stock
ownership plan recently argued
for his bill on the Senate floor by
comparing the gainin U.S. produc-
tivity to other countries. The U.S.
gain over the last 10 years is no bet-
ter than Great Britain's gain of

Always a way.

rms. Home offices, headed by presidents or
principals. United to serve each other's cli-

- ents in major cities in the U.S,,
Canada, Mexico, and 15 other
nations. Here's a good idea
for you free of charge: Be
picky. Brain-picky. Call our
nearest home office today.
ASSUREX INTERNATIONAL

27%, he complained, and far below
that of Japan with 107%, France
with »and West Germany with a
70% gain in productivity.

More ESOPs would improve
productivity, he argued, because
“employe stock ownership results
almost invariably in better atti-
tudes toward the job.” Sen. Long’s
bill is pending before the Senate
Finance Committee, of which heis
chairman.

Second opinion plans
Twenty-seven Blue Cross and
Blue Shield plans now offer 9 mil-
lion subscribers the benefit of se-
Continued on following page
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the benefit beat

Continued from preceding page
curing a second opinion on the
need for non-emergency surgery.
Just two years ago, only nine BC/
BS plans offered the benefit.
Under full scale and experimen-
tal programs, all charges related to
the second opinion are paid, in-
cluding the consulting specialist’s
fee and the cost of X-rays and labo-
ratory tests. If the second opinion
differs with the first, some plans
pay for a third opinion. Sub-
scribers are not obliged to abide by
the opinions ofthe consultants and
their operations will be paid for

even if they are performed against .

the consultants’ advice. However,
the specialists rendering the sec-
ond and third opinions are pre-
cluded from performing the sur-
gery.

Though maintaining that they

offer the second opinion benefit to
try to reduce theamount of surgery
performed and its cost, the BC/BS
plans admit “relatively few pa-
tients have taken advantage of the
free second opinion.” Blue Cross &
Blue Shield Assns. suggest the low
utilization could reflect the confi-
dence most people have in their
physicians and the general lack of
awareness by the public ofthe ben-
efit despite heavy promotion ofit.

The effectiveness of the benefit
also is not certain yet. But prelimi-
nary statistics show that in the
Greater New York Plan, for exam-
ple, second opinions did not con-
firm the initial recommendation
for surgery in one out of four cases,
with disagreements most often
concerning orthopedic surgery
and least often over tonsilectomies
and abdominal and obstetrical-

gynecological cases.

Sex change covered

Sex-change surgery is covered
by an employe health plan, an arbi-
trator ruled in a controversy at an
Ohio steel-tube company. The Wall
Street Journal reported that.the
company had denied medical ben-
efits to an employe treated for a
diagnosed case of “gender dyspho-
ria syndrome.” The company
maintained the surgery changing
the worker’s sex to male from fe-
male was medically unnecessary
and that the employe’s condition
wasn't an illness as the term was
understood in the union contract.

The arbitrator, however, cited
medical testimony that the opera-

tion was a medical necessity and "

noted that the term illness wasn’t
specifically defined :n the con-
tract. Observing that the contract
provides coverage for “mental and
nervous problems,” the arbitrator
characterized the company’s de-

nial of insurance coverage for the
operation as “arefusal to recognize
therelationship between mind and
body.”.

Benefit reports

A director’s or officer’s estimat-
ed annual retirement benefit will
no longer have to be disclosed in a
company’s proxy statement under
new disclosure requirements for
management compensation pro-
posed by the Securities & Ex-
change Commission. However, un-
der the new rules to take effect in
the 1979 proxy filing season, com-
panies would still have to disclose
the amount acecrued for an individ-
ual through a pension/retirement
plan, profit sharing plan or saving
plan as well as any annuity, em-
ployment contract or deferred
compensation plan.

Life insurance premiums paid
by the company must be disclosed
as well, unless the company is the
sole beneficiary. .

How to get on top of
everything thats happening

in risk management.

Getonthe
J&H computer network.

_ Tight insurance markets, surging pre-
miums, and the cost of money have spurred senior

executive interest in risk management.

However, some corporations are find-
ing that the nearby office of the broker servicing
their needs is totally dependent on.some distant
headquarters office for risk management analy-

sis and direction.

‘ Not at Johnson & Higgins. Our com-
puter network can link any J&H office directly to
our exclusive risk management software pro-
grams. These programs are invaluable support
for our on-site risk management specialists, a
combination that will help you reach sound and

timely decisions.

For example, in a matter of minutes,
J&H can compare a captive approach with a cash
flow plan or self-insurance, or with a conventional
cost-plus program. And if you wish, we can do it FF

right in your own office.

J&H risk management sophistication. {L o
It’s as close as your nearest J&H office. Why not '

call today?

Johnson:Higgins |

- The private insurance broker.
We answer only to you.

terminal: Richard E. Meyer, New York; L. John Goldberg, Philadelphia;
James P. Lang, Los Angeles; and John E. Schroeder, Boston.

RISK AND INSURANCE MANAGEMENT SERVICES; EMPLOYEE BEMEFIT AND ACTUARIAL CONSULTING. THROUGHOUT THE WORLD
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Injury panel
urges changes
in work comp

WASHINGTON—A federal task
force recommends that the current
system of workers compensation
rating be revamped so that pre-
miums reflect the injury rates of
individual companies rather than
industries.

An increase in direct rating
would give employers a greater fi-
nancial stake in preventing work-
place injuries, the task force con-
cluded.

Adjusting workers compensa-
tion costs to more accurately re-
flect a firm's injury experience is
one of the hundreds of suggestions
the Interagency Task Force on
Workplace Safety and Health
made in its preliminary report re-
leased this month.

Other suggestions include re-
quiring publicly held firms to dis-
close their injury records to the Se-
curities & Exchange Commission
as well as providing businesses
with more tax credits to encourage
investment in safety technology.

The task force was formed in
August 1977 by President Carterto
explore possible incentives to sup-
plement workplace safety regula-
tions. Members of the task force
represent seven federal or execu-
tive agencies.

The suggestions in the report are
only preliminary and are not con-
sidered recommendations. How-
ever, recommendations will be in-
cluded in the task force’s final re-
port. It is not known when the final
report will be completed.

In one of its more controversial
suggestions, the task force urged
consideration for eliminating the
tax deductions corporations are
given for their workers compensa-
tion premiums.

Under the proposal, companies
would not be able to deduct as a
business expense the portion of
their workers compensation pre-
mium that represents a penalty for
excess injuries,

This suggestion only would ap-
ply to large corporations whose
premiums are retrospectively
rated.

The task force also suggests that
the government consider approv-

ding tax credits to encourage em-

ployers to beef up accident preven-
tion measures.

“Proposed tax subsidies under
consideration would particularly
benefit small businesses, who of-
ten face greater financial obstacles
than larger firms in eliminating
workplace hazards,” the report
said.

In another controversial recom-
mendation, the report suggests
that the Justice Department be
asked to investigate antitrust im-
plications of allowing corporations
to pool their research and develop-
ment activities to come up with
more effective accident prevention
technology.

However, the report recognized
that even the toughest govern-
ment safety regulations can go
only so farinreducing the number
of workplace accidents.

Up to 50% of workplace fatalities
may be beyond control due to the
circumstances in which the acci-
dents occur: heart attacks, em-
ploye altercations and motor vehi-
cle accidents. &

errors &
omissions

e Dan Huggins, quoted in a
Sept. 4 story on the tax implication
of self-insured workers compensa-
tion programs, is regional vp of
R.L. Kautz, not president.




Inside
story.

You've seen our little
train station before. And if
you've ever wondered what
it looked like on the inside,
here it is.

At Employers Insurance,
we “borrowed” the Wausau
depot about 25 years ago for
our company trademark.
Now, we actually own it.

The trains are gone now.
But the little station will
have a long and useful life as
a constant reminder —to us,
and to our policyholders—
that business insurance is a
two-way track.

Our guidance and know-
how can help you. But your
commitment and actions are
Just as necessary. It takes
this kind of partnership
effort to control losses. And
that’s still the best way to
control business insurance
costs.

We want business insur-
ance to work for a living.
That’s the Wausau story.

V(HZ_ome to the source

12 2
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Employers Insurance of Wausau
Wausau, Wisconsin




copter crash insurance

By ELLIS SIMON

AlG plan
offers equal
pension pay

NEW YORK
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Few industries have had a greater impact on the world business ~ become indispensable business tools, and rail/truck transport
community than transportation. have made the land bridge concept a reality.

Within the last decade, every mode of transport has initiated As aresult of these and other advances, transportation today
dramatic changes which have collectively revolutionized is as much a science as a service —one in which Corroon & Black
transportation/distribution patterns and the movement of people is totally involved.
and products. ‘ In addition to arranging coverages for one of the nation’s

For example:today's supertankers — some over a quarter largest commercial airlines and corporate fleets, we are actively
mile long — carry over 400,000 tons of crude oil, on-and-off-load engaged in all forms of marine insurancaand offer a full range of
at deep water ports and remain at sea for almost a year. services for clients who own or utilize all public or private

On equally impressive scales, containerization has triggered transport facilities.

a completely intermodal transport network; corporate aircraft have You might say we're as intermodal as the industry we serve.

Corroon &Black

Head Office: 150 William Street, New York, N. Y. 10038 Tel: 212-732-4900
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editorial opinions

FASB rule 5

HE FINANCIAL ACCOUNTING

Standards Board, in a commendable
move, re-opened the subject ofits rule #5,
inviting comments on the impact of this
standard. With that, the FASB held out the
possibility that it could be influenced
enough by the comments it received to
change its mind on accounting for future
losses and even alter the rule.

We've read all 44 of the letters the FASB
received on rule #5 and concluded that a
caution is in order. Without naming any
names, we would suggest that all of you
who 'choose to respond to the FASB
should take.the time to carefully review
the standards themselves before firing off
your letters. It appears thatssome people*
still don’t realize what relationship a cap-
tive insurance company has toaccruals for
self-insured losses and that a captive by
itself doesn’t automatically get a company
around the standard. (Sections 44 and 45 of
the standard address this specific issue.)

B It’s safe to assume that the FASB is al-
ready prejudiced in favor of its original
decision. Thus, any letters from individu-
als critical of thesstandards that aren’t well-
reasoned mightjust.indicate to the:FASB-
it' should reiterate~—not alter—its posi-
tion.

Changing times

PINIONS MAY DIFFER about
whether the buffer layer markets are
dead, dying or merely not growing, but
there’s no doubt that change is in the air.
At the same time, some observers be-
lieve there’s a storm of competition a-
brewing—while others say it’ll dissipate
before it gets very far. It’s fair to say,
though, that BI’s editors clearly found that
conditions can no longer be characterized
as a seller’s market.

In all seriousness, we worry that buyers
and brokers and insurers will go over-
board again trying to meet everybody
else’s prices, doing themselves in all the
while. But on a less serious note, we

couldn’t help but chuckle at a few of the
anecdotes given to our editors about
what’s happening in the insurance market-
place. Listen to this one: “Sighing, one
E&S underwriter spoke fondly of last
year’s conditions. ‘It used to be such fun to
watch the brokers quesue up,’ hesaid. ‘Now
they’re really hitting the market hard.’

Sorry, fellas, you can’t have it your way
all the time.

And surely the brokers are a bit happier
now, with insurers responding to brokers’
submissions within two or three days. It's
all a matter of your point of view whether
you lament the passing of “the good old
days.”

Who says nothing ever changes in the
insurance business?

In one respect, we're glad to see a better
balance in the relationship between insur-
ance buyer and seller. Several of our
stories indicate that insurers aren’t feeling
so panicky about liability risks; maybe
they’ll try to be more reasonable in their
assessment of the risks presented by firms
with excellent loss ratios, not arbitrarily
slapping all policyholders with high pre-
miums because of risks being thrown into
a bad class.

Risk managers surveyed sound pretty
calm about what’s happening. . . unlike a
fewsyears ago when most buyers were liter-
ally rubbing their hands together gleefully
and getting very greedy looks in their eyes

anticipating the big premium savings they -

could engineer by exploiting the market’s
softness.

B There may not be that many new risks
flowing to the excess/surplus markets and
there may not be increasing demand for
buffer layers, but it looks to us as if the
E&S markets are gcing to do pretty well
despite the comeback of the primary
insurers. For one thing, buyers, brokers
and traditional underwriters alike have
learned that the E&S markets function
pretty well in time of need. Buyers who
want underwriters to assess their risks.us-
ing good judgment may well keep on us-
ing the excess/surplus markets, where
judgmental underwriting is more a way of
life.

business insurance

the national newsmagazine of
loss prevention, risk financing and ]
employe tenzfit mancgement |
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“Don’t thank me for finding your contact lens.
A former customer’s attorney returned it.”

|Hazards, risks, culprits

From Time Magazine, Aug. 28

This Time essay is reprinted by per-
mission of Time Inc. Our regular
letters column, preempted by the
Time essay, will return to its regu-
lar place in the next issue.

IGHTNING STRUCK two
young men visiting Sequoia
National Park in 1975, killing one
and damaging the other’s nervous
system. The tragedy would seem to
be an ugly triumph of miscreant
weather and bad luck, yet a pend-
ing lawsuit against the National
Park Service demands “no less
than a million” for the disabled
survivor and $1,606,645 for his late
companion’s family. The plaintiffs’
argument: the park management
negligently failed to warn the vic-
tims against standing where light-
ning might strike. The most amaz-
ing thing about the plantiffs’ posi-
tion is that it is not at all unusual.
Today any mishap, no matter
how fluky, can wind up in court.
Take the case of the woman who
collected $50,000 damages from
San Francisco with the contention
that her fall against a pole in a run-
away cable car transformed her
into a nymphomaniac. Or the pe-
destrian who, as she crossed
Chicago’s Sears Tower plaza, suf-
fered a broken jaw when the wind
toppled her against a guard rail.

She recently filed a $250,000 suit

against the architects and manager
of the building. Her argument: the
structure’s design increased wind
velocities in the area; moreover,
the management was negligent in
failing, in a period of hazardous
winds, to prohibit her from cross-
ing the plaza.

The attitude that gave rise to
these suits is showing itself more
and more wherever Americans
venture risks. That means every-
where because the world remains
strewn with invisible banana peels
and eldritch hazards. “People now
feel they have the right to legal re-
dress if anyone or anything im-
poses upon them and interferes
with their ability to enjoy life,”
says Chicago lawyer Philip Cor-
boy, whose firm is prosecuting the
case against Sears. This “I'm en-
titled” spirit is spreading so that it

B

istime to wonder: Is there any limit
at all to the world’s liability for an
individual's risk? Can there be a
really risk-free society?

Humans, true, have tried to
evade or minimize risk ever since
man first ducked into a cave to
elude the sabertooth. Ancient Ba-
bylonia invented marine insur-
ance, but notoriously litigious
Americans have always wanted
more than mere insurance. As soon
as the automobile became popular,
the motoring public began to de-
velop what San Francisco liability
lawyer Scott Conley calls the belief
that “there must be a pot of gold at
the end of every whiplash.” Now
the old litigious spirit has become
almost a reflex. Malpractice suits
against doctors are epidemic. The
volume of damage suits has
doubled in some jurisdictions in
the past 10 to 15 years.

It is the avant-garde of the liti-
gant spirit that is most unsettling.
If one can blame the government
for alightning strike and a corpora-
tion for a wind gust, it is easy to
imagine tracking almost any mis-
hap to some distant agency.
Should owners of property on
which thereis a public passageway
prohibit barefoot pedestrians or
else assume - liability for every
stubbed toe?. Must the manufac-
turer of a knife-clearly label it as
dangerous or else be vulnerable to
damages for a kitchen worker's

" sliced finger? Could the designer

of a dam be blamed if a voluntary
swimmer drowned in a lake thus
created?

The sue-if-possible attitude
seems oddest when it crops up
among those who freely—and
deliberately—take risks. Surely
the thrill of skiing is provided
partly by the possibility of a spill.
Just as certainly, the wilderness
camper who beds down in grizzly-
bear country is not expecting wall-
to-wall safety. Yet skiers who fall
have tried to hold slope owners lia-
ble for their injuries (a verdict
awarding $1.5 million to a Vermont
skier was upheld by the State Su-
preme Court), and outdoorsmen
who camp in the vicinity of Yel-

Continued on page 10
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In New York, anything is possible. September 1st began a new day tor
Unfortunately, insurirg against every possi-  New York businessmen. Starting then,
bility was always easier in London. almost anything that could happen here
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Where is the Real Madison Avenue?

The real Madison Avenue is where actuaries, data processors; claims administra-
tors, attorneys, and others are buying their professional liability insurance.

In this era when providers of services are being held-increasingly liable for
accuracy and legality of their services, professional liability insurance can no -
longer be viewed as a luxury. On the contrary, E&QO coverage 'is bécoming an

absolute necessity.

If you are interested in competitive rates for any line of E&O coverage, please
allow the Brougher Agency, Inc. to provide you a no cost quots,

Incidentally, Madison Avenue -is the main thoroughfare of Greenwood, the city

that recently put Indianapolis on the Map.

Brougher Agency, Inc.

188. S. Madison ‘Avenue
Greenwood, Indiana
Telephone 317 888 3531
Telex/TWX 810 260 2230

Continued from preceding page
lowstone National Park’s bears
are, when attacked, trying to lay
the rap on the Park Service. A
camper received leg wounds from
one of the bears against which the
park constantly warns with signs,
brochures and general publicity;
the victim argued that the Park
Service was negligent not to warn
more sternly, more thoroughly,
more precisely. The government
won that case, but an $87,417 judg-
ment to another victim was set
aside only on appeal.

The increased tendency of in-
jured parties to sue somebody—
anybody—has several roots. Oneis
a heightened public awareness
that government agencies, private
companies and individuals are vul-
nerable to lawsuits, and that juries
too often are overly generous. The
publicity given to big awards

Good listeners are hard to find in the special risks field
because problems are frequently complicated, confusing or even
downright baffling. Certainly, there are more inquiries than
ever before. But AVRECO lends an ear. Try us!

A trade publication recently described the general tenor
of the market place for excess/surplus line coverages as
“one of frenzied enthusiasm.” It is no secret that sources like
AVRECO are deluged with risks these days and markets have
frequently become clogged. The vast number of classes,
capacity requirements, reinsurance all add to the problem.
Incomplete submissions and inadequate preparation of
paperwork account for untimely delays.

Perhaps agents and brokers in the future will have to work
a little harder to accomplish what seems like only
yesterday they could do by a simple letter or phone call.

AVRECO believes that a tight market brings out our
professional know-how. In fact, we like to think this challenge
puts us far ahead of just about anyone else around. In times
like these, AVRECO accepts the responsibility of providing
quality insurance with a deep sense of personal pride.

Yes, we listen and listen well. But we try to do more than
that because we believe that in the end action speaks
louder than words. Don't get caught in the crunch.

Call us before expiration time!

We are
good
steners!

We'll be happy to send you
our brand new “‘Fact Book'
if you will drop us a line. It
will give you important an-
swers about our extra margin
of service.

Avreco

INGC.
SPECIAL RISK MARKETING

2)0 WEST MONROE STREET « CHICAGO 60606
(312) 663-1500 « CABLE: AVRECO = TELEX: 02-53553
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Time essay . ..

awakens greed. Says. Colorado
state senator Ray Kogovsek: “Peo-
ple read about these enormous set-
tlements and they think, ‘If this
person got so much, maybe I have
aright to that much too.’ " Years of
activist consumerism have also
made people more alert to pos-
sible claims against institutional
America. The act of suing, in short,
has become less personal, and
when the defendant is an institu-
tion, people do not suppose any-
body is getting hurt. But as high
insurance rates and doctors’ bills
attest, a damage payment that
hurts nobody is as rare as a truly
free lunch.

The modern welfare-state is a
monument to man’s flight from
risk. Yet even its considerable list
of assurances—against unemploy-
ment, disability, blindness, lost
bank funds, starvation—amounts
to only a fraction of the protections
available to Americans. Courts in
California. have held not only
barkeeps but party hosts liable for
injuries caused by drunken cus-
tomers or guests. In the light of an
abundance of other social cau-
tions, one can almost imagine that
the Oklahoma legislator was seri-
ous in proposing the bill, happily
defeated last winter, that would
have required a woman to obtain a
written agreement as a legal pre-
condition for sexual intercourse.

In both its public and private
spheres, the nation isrightly acting
to reduce many of the risks that
people have no choice but to
hazard—on the road, in factories,
in the naturalenvironment, even in
the field of speculative finance.
But plainly, the spreading eager-
ness to avoid all risks and to find
culprits for all injuries is going too
far. The attitude rests on a refusal
to accept fate or personal folly as
the real source of many of life's
bumps. It is as if society is beset by
the utopian dream ofa world that is
free, if not of risks, then of all indi-
vidual responsibility for those
taken and lost.

The sort of world in which some
vague higher authority is expected
to prohibit individuals from going
any place where they might get
blown by the wind or struck by
lightning would be a world bereft
of true freedom. If it could be con-
trived, such a world would be
fraught with severe risks for the
human spirit. For, as psychologist
William James said at the turn of
the century: “It is only by risking
our persons from one hour to an-
other that we live at all.”

—Frank Trippett

The people who can
always find a way in

SAN FRANCISCO

CLIFTON & COMPANY
Three Embarcadero Center
Suite 1700/434-1500
SEE OUR AD ON PAGE 3




At first glance, the photo at the - =
left may appear to be an abstract
form. Actually, it’s an aerial photo
- depicting a portion of the open pit
at Texasgulf’s Kidd Creek mine in
Timmins, Ontario. S Y

Yet, even a less puzzlmg view would "
still be deceptive, since the mine ac-
tually descends more than one mile -
into the earth. Among the most
‘ambitious extraction efforts ever.
The Kidd Creek mine also repre-
sents one of the most imaginative
loss prevention engineering efforts. -

An effort that Allendale Insurance
has documented, in part, in a sixteen
minute film, W look, but do we see?

- The film highlights how Allendale’s
account team worked with Texas-

- gulf’s insurance and production '
Managers to make this unique facil-

ity a highly protected risk. Against
the backdrop of activities at one of
the world’s richest ore bodies, the °

~ film presents the essence of effective
loss prevention. . . looking beyond

the obvious and seeing what's really
called for to appropriately protect
industrial property. AR
If you'd like to arrange to view
‘We look, but do we see?, telephone -
your nearest Allendale represen-

" tative or Michael C. Mclntyre at
(401) 275-4035.

Aliendale Insurance

Allendale Park, Johnston, Rhode Island 02919

For mare facts circle 25 on reply card



Growth, Strength,
Stability...

that's why, In LTD
we tower above
all the rest.




More employers
pick Unionmutual!

Again last year we led the industry by
writing more new cases covering more
employees than any other company.* And
so today we continue to stand head and
shoulders above the rest with over a
million insured employees in 7,000 com-
panies. A growth record like ours doesn't
Jjust happen, there are reasons.

High marks for stability.

Putting all those cases on the books is
one thing. The test is keeping them there.
And that's where Unionmutual scores high
marks. Through the years, plenty of com-
panies have “bought” their way into the
LTD business one year, only to have to
price themselves out the next. That leaves
their clients with a tough decision — pay
too much or find another insurer. In con-
trast, Unionmutual policyowners enjoy
stability — in their contracts, their rating
structure, and especially in claims
handling.

*Employee Benefit Plan Review April 1978

Paying benefits promptly, professionally
and efficiently when the time comes is
what it's all about. And Unionmutual is
known for claims expertise. Our LTD
Benefit Specialists in key cities across the
country are experts in disability income
and they are in the business of providing
benefits, not denyinc claims.

The expertise to
stand tall.

Our performance is outstanding be-
cause our people are. All the premium
dollars in the world don't count for mucn
without the know-how of people who know
what they're up to. Our Branch Offices are
staffed with true LTD professionals. They
know the product. Thay can analyze client
needs and they sell LTD as a major
product, not as a sidzline. More and mare
knowledgeable broksrs and agents have
come to depend on us to help them stand
tall with their clients. And those clients
include much of the “tall timber” of
American industry — leaders in their
fields, just as we are in ours.

A wide range of Disability, Life Insurance, Pension and Profit Sharing Plans are available through Union Mutual Life Insurance Company, Portland, Maine 04112
Unionmutual Stock Life Insurance Co. of America, Portland, Maine 04112 and Unionmutual Stock Life Insurance Company >f New York, Elmsford, New York 11523

Let us lead you out of
the forest.

If you're confused or undecided aktout
th= claims and counter-claims of other
insurers, let us lead you out of the forest.
We have a product of proven value at a
cost your clients can afford. To find cut
how responsive we can be, ask for a gJote
or clip the coupon below.

~] Have a representative contact me.

NAME
FIEM
ACORESS
cry

STATE

Mail to: Rober: G. Ostrander
Director of LTD
Unionmutual, 2211 Congress Street
Portland, Maine 04112
or call: (207) 780-2211

Y Unionmutual

€ 1878 Unicnmutual
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Insurer chooses to avoid litigation
Crum & Forster agrees a second time to stop tort ad

By JERRY GEISEL

HARTFORD—For the second
time in a month, Crum & Forster
Insurance Cos. settled charges that
it ran deceptive and misleading
product liability ads by agreeing to
a Connecticut insurance depart-
ment order that prevents the com-
pany from making similar claims
in the future.

Crum & Forster agreed last
month to avirtually identical cease

and desist order issued by the Kan-
sas insurance department involv-
ing the same advertising claims.

Meanwhile, Business Insurance
learned the Kansas department
and Aetna Life & Casualty Co. re-
portedly are close to an agreement
on settling charges that its exten-
sive product liability ad campaign
is deceptive.

The Connecticut insurance de-
partment has also held hearings on
Aetna’'s advertising campaign, but

no acticn has been taken. Another
hearing is expected, but no final
date has been set.

In New York, a trial is set to be-
gin this month on whether Aetna’s
ads advocating tort reform as a so-
lution te insurance proslems tam-
pered with prospective jurors and
interferred with a plaintiff's 6th
Amendment right to a fair trial.

Crum & Forster admitted that it
could not prove that one million

product liability claims were filed
in 1976 as it has asserted in its ads.

The insurance company also
said it could not substantiate a
claim made in the ad that a man
who was injured using a lawn
mower as a hedge clipper success-
fully sued the manufacturer.

That there was no evidence to -

support either the one million
claims figure or lawn mower story
was first revealed in a Business In-
surance story in October 1977.

On the upsurge: Cal Union’s
capacity in tough-risk coverage.
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Proven financial capacity to handle
today’s increasingly complex needs in
excess/surplus coverage is only part of
the Cal Union story.

Theres also the all-important factor
of increased capacity to serve your
needs...to meet the most challenging
situations with competence and

ingenuity.

Examine the components. A larger,
more experienced underwriting and
engineering staff. The ability to deliver
quotes on short notice. An even

broader range of product lines cover-
ing a multitude of risks. Promprt and
efficient claims service with worldwide

scope.

[t adds up to the kind of profession-

alism and dedication you expect from
specialists in excess/surplus lines. And
there’s a bonus from Cal Union as well.
The enthusiasm and willingness to
take on the toughest requirements
under the toughest time schedules you
can hand us.

The bottom-line is simply this: Cal
Union wants to be your number-one
source.

CAL UNION

An INA Corporation Company

California Union Insurance Company
3470 Wilshire Blvd., P.O. Box 76950

Los Angeles, CA 90010

“We recognize that an insurer
has the right to promote its views
on matters of public importance,”
said Connecticut counsel Peter
Boucher. “But we are going to in-
sist that the facts insurers present
are accurate.”

As in Kansas, the state insurance
department began an investigation
after trial attorneys complained
about Crum & Forster’s advertis-
ing campaign.

One of the attorneys who com-
plained, Richard Bieder of Bridge-
port, said the cease and desist or-
der was a ‘“‘slap on the wrist,” add-
ing that Crum & Forster should
have been hit with a stiff fine.

Crum & Forster attorney Ralph
C. Dixon said the insurer agreed to
the Connecticut order to avoid
“considerable litigation.”

If Crum & Forster had not
agreed to the order it would have
faced additional hearings before
the state insurance department
and it “didn’t make sense for us to
continue since the ads had been
stopped,” Mr. Dixon said.

Mr. Dixon observed that Crum &
Forster had acted in good faith in
running the ad and had believed at
the time the ad was published that
the lawn mower story and the one
million claims figure were accu-
rate. a

IRA cutoff
plan opposed

WASHINGTON—The Treasury
Department is opposed to sugges-
tions that the cutoff date for contri-
butions to Individual Retirement
Accounts (IRAs) beraised fromthe
current age 70 and six months.

Some congressmen have sug-
gested that since the mandatory re-
tirement age has been raised to 70,
contributions to IRAs should be al-
lowed past age 70.

But Donald C. Lubick, assistant
secretary for tax policy, said 70 and
six months is an appropriate cutoff
date. “To raise the cutoff date would
transform IRAs from a retirement
savings medium into an estate
planning vehicle as well as a
method to obtain tax deductions
for savings not related to retire-
ment,” Mr. Lubick said.

Under current law, tax deduc-
tions up to an annual maximum of
$1,500 are permitted for contribu-
tions to IRAs. =

The people who can
always find a way in

LITTLE ROCK

ATKINS INSURANCE CORP.
1400 Worthen Bank Building
372-2222
SEE OUR AD ON PAGE 3




Active Reinsurance has Strength

M.C. Escher, Cubic Space Division. Authorized Reproduction.

.'It 1s structured on experience, expertise and a history
of financial stability. It provides a framework for growth.

Active Reinsurance. Use its strength to build the
financial strength of your company.

=

' Gene;al Re

©1978. General Reinsurance Corporation. AChUe Remsurance
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Where 1s Greenwood, Indiana?
The leading Benefit Consultants and Administrators know!

Greenwood is the headquarters of the Brougher Agency, Inc., the ex-
clusive United States Representative of a leading London Broker, for
the placement of employee benefit stop-loss reinsurance.

If your client needs aggregate stop-loss, specific stop-loss cr catastrophic
coverages to transfer risk on a self-funded program, call or write the
Brougher Agency, Inc. We also offer a special reinsurance package for
coverage of groups of 25 to 250 lives and over.

Incidentally, Indianapolis is close to Greenwood, Indiana.

Brougher Agency, Inc.
188 South Madison Avenue
Greenwood, Indiana 46142

(317) 888-3531

For more facts circle 10 on reply card

Cdngressional okay sought

Pension regulation plan
will slash red tape: Aide

WASHINGTON—A top Carter
Administration official told a Sen-
ate committee that the govern-
ment’s pension regulation reorga-
nization plan would sharply cut
red tape and vastly improve en-
forcement of the pension reform
law.

Harrison Wellford, executive as-
sociate director of the Office of
Management and Budget, told the
Senate Government Affairs Com-
mittee that ERISA reorganization
“can be implemented immediately
and will have tangible results.”

Under the reorganization plan,
ERISA enforcement and regula-

Quiet
Quality.

ROLLINS BURDICK,

UNTER

Multinational Insurance. Brokers

World Headquarters

10 South Riverside Plaza
Chicago, lllinois 60606

tory functions would be clearly
divided between the Labor and
Treasury Departments, replacing
the eurrent situation of dual juris-
diction.

Normally, the reorganization
plan would automatically become
law if Congress does not reject it
within 60 legislative days. How-
ever, since 60 legislative days prob-
ably are not left in the current ses-
sion, the plan needs the approval of
Congress.

The Treasury Department would
be given most of the responsibili-
ties for setting minimum stan-
dards for funding, participation
and vesting of benefits. These stan-
dards ensure that pension plans
are adeguately funded and the
rights of beneficiaries are pro-
tected.

On the other hand, the Labor De-
partment would be given authority
for fiduciary standards and the
power to issue exemptions from
transactions that are now prohib-
ited by ERISA.

" By eliminating the dual jurisdic-
tion ofissuing exemptions and giv-
ing Labor exclusive control, Mr.
Wellford believes the processing
time for granting exemptions can
be sliced in half,

Currently, there are substantial

. delays in approving exemptions

due to dual jurisdiction, Mr.
Wellford said. Of the 955 applica-
tions forexemptions, only 485 final
decisions have been made. The av-
erage length for processing an ap-
plication is 15 months and is in-
creasing.

Mr. Wellford also said that dual
jurisdiction is partly to blame for
the lag in issuing important regula-
tios. Less than half of the 215 regu-
lations required by ERISA have
been issued.

Mr. Wellford added that the
Administration’s ERISA reorgani-
zation plan is only an interim mea-
sure. By April 30, 1980, the Admin-
istration will submit to Congress
proposals to establish a long-term
administrative structure for
ERISA.

In the meantime, the Adminis-
tration intends to study other
ERISA reorganization proposals
such as legislation introduced by
Sen. Harrison Williams (D-N.J.)
and Sen. Jacob Javits (R-N.Y.)
which would create a new federal
agency to administer- ERISA.

House hearings are also planned
on the Administration’s reorgani-
zation plan. [

5 union plans

in receivership

CLEVELAND—A U.S. district
court here has ordered the appoint-
ment of an independentreceiverto
take over the operations of five em-
ploye benefit plans sponsored by a
Youngstown, Ohio, trades and
crafts union.

The. trustees of the five plans,
sponsored by the Associated
Trades and Crafts National Union
and its Local No. 2, are defendants
in a lawsuit brought by the Depart-
ment of Labor.

The trustees have been charged
with misusing the assets of the
plans to benefit the unions or other
parties, as well as failing to keep
adequate records or file reports re-
quired by the 1974 pension reform
law.

The five benefit plans include
pension, health and welfare, pre-
paid services, apprenticeship and
vacation plans. "




A Conversation with Don Mcinturfs, Manager of Prudential Reinsurance Company’s
Facultative Regional Office in Chicago.

Q: What kinds of Coverages Classes of rigks than in others Cause Prudential Re Operates re-
does Prudential Re provide? but we do write everything from gional offices throughout the

A: Prudential i - shoe Stores to chemical United States angd in Canada. In

i ] ce on virtually Companies. all cases, Prudentia| Re provides

For example, we hayve written Prompt written confirmation of
All-Risks Builders Risk on a quotes and binders,

To get answers to any of your
reinsurance Questions, just
give us a caj|. We're the Rock
in reinsurance.
Home Office:
213 Washington Street
Newark, N.J. 07101
(201) 877-8000
Regional Offices:
3700 Wilshire Boulevarg
Los Angeles, California 90010
(213) 385-6261
30 N. LaSalle Street
Chicago, lllinois 60602
Property and liability we write all ‘31 782 '4793
e o exces ayers. and 127 John Street
: New York, Ny 10038
nuclear power plant and Excess (212) 422-4350
Liability on many ski areas 4600 Post Oak Place
throughout the U.S. Houston, Texas 77027
Q: How can Prudential Re (713) 877-8814

L Provide facultative product
:CPCU.Manager of Prugentis liability reinsurance on smali
a'm"'ammﬁhfcfﬁam%m' manufacturers’ rigks at

Q: Does Prudential Re have  affordable rates?
a maximum Capacity ang do A: Prudentia| Re explores
YOu use it regularly? every OPportunity to work with
A: Depending on Your in- insurers whe underwrite sych

Surance Commitment ang our  risks. If YOu give yg realistic
‘analysis of the risk involved, oyur descriptiong of ali products, ex- ,
capacity can be as high ag 312 posures, risks and safety I8 rn,‘pnegtesa |
million. Ang we are looking for Precautions, we endeavor tq hraughout the United States gy 1 Canada,
Opportunities to use a substantia| respond Positively at rates that In Canada-

portion of oyr Capacity or allofit  gre realistic but not excessive, Prudential Reinsurance

: : % " : Company of America
Wherever feasible. . Q: What is pr jelential Reg Lo Box 5101, Postal Station A,
Q: What kind of risks does résponse time in accepting a Toronto, Ontario, Canada

Prudential Re write? risk? M5W 1Na, (416) 366-6971.
A: Our experience has given A: In most Cases, our responge

Us more confidence in certain is immediate. This is Possible be- @ Hﬂd&ﬂflﬂ/
\

Prudentia| Reinsurance Company

Sabs;b’/ary of The Prudentig/ Insurance Company of America
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4 new Colorado captives

boost state total to 29

DENVER—Four new captives
have been formed in Colorado
since the end of March and three
more insurance subsidiaries are
now in the final stages of receiving
approval.

The incorporations boost to 29
the number of captives domiciled
in Colorado under the state’s inno-
vative captive law.

The parent companies ofthe four
new captives are Elixir Industries
of Gardena, Calif; Crawford Fitting
Co., an Ohio-based firm; Sisters of
Charity of Cincinnati, Mount St.
Joseph, Ohio, and Empire Gas
Corp. of Lebanon, Mo. The Colo-
rado insurance department would
not identify the three companies
awaiting approval ofincorporation

of their subsidiary insurance com-
panies.

Elixir’s new captive, Gardenia
Insurance Co., was incorporated
April 6 with a capital of $400,000
and a paid-in surplus of $600,000.
Gardenia is expected to be used to
reinsure product liability risks. It
is being managed by Glendale
Risk Management Inc.

Crawford Fitting Co.'s captive,
Constance Insurance Co., received
permission to operate in. Colorado
on May 5. Constance was incorpo-
rated with a capital of $400,000 and
a paid-in surplus of $600,000. The
captive is expected to be used to
underwrite product liability risks:
Constance is being managed by

Anistics of Denver, Colo.

Sisters of Charity of Cincinnati’s
new captive is M.S.J. Insurance
Co. M.S.J. received its license to
operate June 21 and will be used to
provide medical malpractice cov-
erage. It was incorporated with a
capital of $400,000 and a paid-in
surplus of $600,000. It is being
managed by M & M Risk Manage-
ment Services.

Empire Gas Corp.’s naw captive,
United Insurance Corp., received
its license to operate June 30.
United was incorporated with a
capital of $400,000 and paid-in sur-
plus of $1.1 million. The captive is
expected to insure againstabroad-
range of liability risks. It is being
managed by Frank B. Hall Man-
agement Co.

The Colorado captive law re-
quires, among other things, capital
and surplus in the cavntive of at
least $750,000 and that the parent
company show that the insurance

to be written by the captive is not.

otherwise reasonably available. =

Insurers won't oppose
Texas self-insurance bill

AUSTIN, Tex.—Proponents of
workers compensation self-
insurance in Texas will no longer
face opposition from insurance
companies in the state if they and
the underwriters can draft a com-
promise bill that satisfies objec-
tions previously raised by insurers.

Dallas attorney Richard Geiger
has prepared a draft on behalf of
the Assn. of Fire and Casualty Cos.
in Texas for presentation to the
Texas Assn. of Business, the main
proponents of a self-insurance
measure.

“The insurance industry asked
to have the opportunity to draftthe
proposed legislation so it would
contain features so we wouldn’t
oppose it,” Mr. Geiger said. The

Introducing James' “Service-in-Depth”
concept. A nationwide cadre of marketing \
specialists —available at the local level —

who are equipped to place your coverage in
sound companies, on the most comprehen-
sive basis practical, at the best available cost,
consistent with reasonable market stability.
James' “Service-in-Depth” concept is our way
of giving your James Account Executive —and
you-—access 1o these top-flight marketing
experts with the first-hand, detailed industry
knowledge needed to help you achieve the best
possible coverage for your particular

circumstances.

Available throughout the country—

through your James Account Executive.

When you contact James, an experienced
Account Executive is assigned to your company
on a permanent basis. He becomes thoroughly
familiar with your corporate structure; your
operations, your unique risk management

requirements.

Once your requirements are clearly defined, your
James Account Executive can utilize James'
computerized Marketing Information System. With
this system, he can locate and employ the
assistance of James personnel with the practical
experience needed to deal with your industry and

your particular type of risk.
For further information on this aspect of James' “Service-ir-Depth.' contact your nearest
James office or write Reynolds Blossom, Cormmmunications Department, Fred. S. James
& Co., Inc., 230 West Monroe Street, Chicago, lllinois 606C6.

Looking for the best available insurance market?

CallinyourJames

Account Executive...

He'll put James’

" marketing experts

towork for you.

James

FRED. S. JAMES & CO., INC.
Insurance Brokers Since 1858

Insurance and Risk Management Services
Through More Than 100 Offices Around The World

Texas insurance industry intends
to take a neutral posture, neither
opposing nor endorsing the pro-
posal, when a bill comes up before
the Texas legislature in 1979, he
said.

However, considerable opposi-
tion to the bill is expected to come
from the state’s trial lawyers and
Mr. Geiger said he believes they
will be able to prevent passage of a
bill. He added that John Hill, a for-
mer president of the plaintiff's bar
group, has a good chance of being
elected governor in November.

Mr. Geiger said the trial lawyers’
position is that self-insurance pro-
vides no guarantee of an
employer’s ability to meet claim
costs. However, some observers
said the trial lawyers believe it is
easier to collect on claims from the
insurance companies.

The proposal drafted by Mr. Gei-
ger contains some provisions that
would counter arguments about
the lack of a guarantee to meet
claim costs. They include estab-
lishment of a separate guaranty -
fund for self-insurers and other sol-
vency measures to insure that a
self-insured employer is just as
able to protect his workers as an
employer who purchases conven-
tional coverage.

However, Mr. Geiger's draft also
contains a provision that would re-
quire self-insurers to share in the
losses of the state's assigned risk
pool. He admitted that businesses
are likely to oppose that provi-
sion, but added that it was nego-
tiable. .

Traffic fatalities
up 2% this year

WASHINGTON—Traffic fatali-
ties during the first seven months
of 1978 are up more than 2% over
the same period last year, the De-
partment of Transportation says.

National Highway Traffic Safe-
ty Administration administrator
Joan Claybrook said if the present
trend continues, the death count
could top 50,000 by the end of year.
That is something that hasn’t hap-
pened since 1973.

Last year traffic deaths totaled
47,671, a 4% increase over 1976.
DOT blames motorists’ failure to
observe the 55 miles per hour
speed limit for the rising fatality
rate. u

The people who can
always find a way in

CINCINNATI

are
KREIDLER-SHELL, INC.

250 Central Trust Building

381-0500
SEE OUR AD ON PAGE 3



How much are you willing o bet
that you don’t need Excess Risk Insurance?

An Incereasing number of companies are
sell-msuring their emplovee health care benefits
these days.

The companies see their elaims and

insurance premiums going up each vear, as well
as the amount of money held by the insurance
| company for reserves, So theyv reason that they

can save money and improve cash {low simply
by payving emplovee health elaims themselves.

more than the company can easily atford.

It's a camble. And the stakes are
cnormous. In a single vear of abnormally
high claims, a company might lose sub-
stantially more than thoy could ever
hope to gain through self-insurance.

But companies ean enjoy the
benelits of sell-insuranee and still
protect themselves from catastrophie
losses with Northwestern National
Lafe's Ioxeess Risk Insurance. IUs
one ol our imnovative “Cash Flow
Coneepts™ for todav's eroup hife and
health proteetion needs,

NWNL offers two (yvpes of
[oxeess Risk coverage for sell-
msured health plans, Tadividual -
[Excess Risk proteets the
emplover for SO, 90 or 100

pervent of eligible health claims paid to an
emplayee in excess of a deductible which can
range irom $3,000 to 325,000 per year.
And Aggregate Excess Risk reimburses the
emplaver for 100 percent of the group’s
health elaims which exceed a predetermined
threshold of claims.

Claim administration can be handled by

NWNL, the employer, or a qualified thirtd

Thevre betting that the claims will never be s party. As part of owr service, NWNL's

A

[Excess Risk Plan includes an
individual health conversion poliey.
We also provide actuarial and
underwriting consultants to determine
the impact on expected elaim costs
of benefit changes. And e write a broad
range of additional emplovee benefits,
ncluding group life, survivors'
income, dental, and income-
replacement.
Find out more
about NWNL's
ixcess Risk Insurance.
[ill out the coupon and
mail it to NWNIL..
You never know
what might be
in the cards
for vou.

TO: Al Benson, NWNL, Box 20, Minneapolis, MIN
55440

Please tell me more about NWNLs Excess Risk
Insurance.

Name

Title

Company

Address

City

Sl ——— —+ - — - -7

Area Code

NORTHWESTERN NATIONAL
LIFE INSURANCE COMPANY

HOME OFFICE MINNEAPOLIS, MINNESOTA

Phone

1t
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S outhern Pacific
is well trained

for our specialists-
on-the spot,

the uncommon

is commonplace




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

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

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

—

Swett &Crawford Group

a s_bsidiary of The Continental Corporation

For more information about Swett & Crawford Group write our
President, Mr. WEW. Fellows, 4201 Wilshire Boulevard, Los Angeles,
California goozo.



22 | business insurance, September 18, 1978

SHORT TERM
LIABILITY

Trade Shows Shows
Conventions Athletic Events
Concerts Liquidazors

High Limits - Reasonable rates - Domestic Carriers

THE RICHARD - THOMAS AGENCY
1 Linden Place
Great Neck, New York 11021
516 487-6584
Mr. Richard Sklover

Fewer accidents?

Chase study forecasts
work comp profit ahead

BALA CYNWYD, Pa.—Workers
compensation, a perennial loser
for insurers, is expected to return
to profitability over the long run,
according to a study on the future
of the insurance industry released
by Chase Econometric Associates.

The 225-page report, entitled
“The Next Ten Years for the Insur-
ance Industry,” cites the changing
nature of the American workforce
as the main reason for the
anticipated shift from red ink to
black on workers compensation.

The American labor force is get-
ting older, and as people grow
older they are more careful at their

SPECIAL RISK MARKETING

Insurance for large industrial and commercial risks including but not limited to the following classes:

Property
® Difference In Conditions

® Fire and All Risks deduetible programmes
—for completed properties and Builders

® Umbrella Liability ® Excess General and

Automobile Liability @ Buffer Layer Excess

Liability ® Directors and Officers Liahility

Risks ® Self Insurance programmes for Preducts
and General Liability ® Lawyers’ Profes-

- sional Liability ® Securities Act Liability

jobs. Therefore, they are less likely
to have accidents, said David D.
Hemley, Chase Econometrics di-
rector of insurance forecasting and
author of the study.

In addition, the shift from a
manufacturing to a service econ-
omy means there will be fewer peo-
ple working in high risk, blue-
collar jobs, he explained.

While increased medical ex-
penses and higher wages are likely
to bring inflationary pressures to
bear on workers compensation ex-
penses, Mr. Hemley said these
would be offset by the changing
workforce and expected lower in-
cident rates and severity of inci-
dents.

Adoption of a uniform benefits
level based on payments made un-
der the U.S. Longshoremens and
Harbor Workers Act would have an
adverse short-term effect upon in-
surers as they adjust to higher
costs, but would have a long-term
positive effect upon profitability,
Mr. Hemley said.

While adoption of federal benefit
levels would mean higher costs, in-
surers would benefit from a uni-
form payment schedule, he be-
lieves. Right now, insurers must
deal with the uncertainty of dif-
fering regulation from state to state
and the prospect of changes in
those regulations, Mr. Hemley
said.

Commereial multiperil and in-
land marine lines are likely to re-
main profitable and commercial
fire insurance should benefit from
a proposed national clearinghouse
on arson that would cut down fire
losses from that source, he said.

The Chase study did not include
any prognostications on the long-
run ‘outlook for product and gen-
eral liability because social infla-
tion and jury verdicts cannot be
quantified, Mr. Hemley noted.

However, personalauto lines are
expected to take a turn for the
worse over the next three to four
years, the study noted. Mr. Hemley
attributed this to increasing use of
smaller cars, in which accident vic-
tims are more likely to suffer se-
vere injuries and repair costs are
about the same as for larger vehi-
cles.

Nationally advertised auto insur-
ers will be hardest hit because po-
litical pressure will force them to
continue writing in marginal and
unprofitable states while smaller
firms will be able to pick and
choose where they want to insure
automobiles, the study said.

As a result, the national compa-
nies will charge higher rates in the
profitable states to subsidize losses
elsewhere while regional insurers
will undercut their rates in the high
profit states. =

Oil tanker ban
eyed for Puget

WASHINGTON—The Depart-
ment of Transportation has pro-
posed a temporary rule that would
ban oil tankers over 125,000 dead-
weight tons from entering Puget
Sound in the state of Washington.

The rule is designed to give the
Coast Guard the time it needs to
develop procedures to control the
big tanker operations in Puget
Sound.

The state of Washington pre-
viously had banned the tankers,
but the Supreme Court ruled last
March that the ban was unconsti-
tutional because of federal pre-
emption of state law. u
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Eastern insurers drive
boom into caution signs

By REBECCA A. FANNIN

NEW YORK—The green, go-
ahead lights that excess and sur-
plus insurers on the East Coastsaw
last year have switched to yellow,
caution signs.

An aggressive standard insurance
market is pinching the specialty
risk insurers. Boosted by recent
profitable years that increased ca-
pacity, primary insurance compa-
nies have begun to underwrite the
harder-to-place risks that were re-
served for excess and surplus
lines, excess insurers say.

Comipetition from the standard
insurance markets has also helped
to lower insurance rates, especially
in property insurance Where ex-
cess insurers report reductions as
large as 20% to 30%. Casualty insur-
ance rates are leveling off and may
drop 5%, the insurers said.

In another indication of im-
proved standard insurance mar-
kets, the demand for buffer layers
is slowing down. Demand for
buffers, layers of coverage that

* pick up the difference between pri-
mary policiesand excesscoverage,
is dropping off as primary under-
writers write higher limits of cov-
erage, eliminating the need for a
buffer.

Demand for buffers in auto and
product liability insurance, how-
ever, remains strong, East Coast
excess insurers reported,

Exeess insurers also have to
reckon with increased competition
‘rom a new marketplace, theInsur-
ance Exchange, an underwriting
tacility that will be set up in April
in New York to write reinsurance,
non-U.8. risks and surplus risks.

“The Insurance Exchange will
mean taking business out of our
marketplace,” said Alvin B. Moss,
president of LMG Excess Ltd. in
New York. “More will go into the
standard companies’” participat-
ing in the exchange.

The excess insurers do not seem
particularly worried about the po-
fential loss of business. First State
insurance Co. in Boston, for one,
said it is not worried about the In-
surance Exchange.
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company executives, managing general agents, bro-
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surplus brokers. Pages 50 to 61.

EXCESS/SURPLUS

But, the pressure to retain busi-
ness in the excess and surplus mar-
kets is already keen.

William Goldman, president of
Horan Goldman & Co. in Philadel-
phia, said he plans to spend twice
as much on advertising this year
just to maintain the 25% growth
rate he has achieved every year
during the past three years.

“I'm spoiled by those good
years,” he said. “I have to work that
much harder to continue increas-
ing volume.”

Excess insurers are also “reduc-
ing premiums just to keep busi-
ness,” noted Bernard C. Brook, as-
sistant vp of special risks at
Seaboard Underwriters’ office in
Burlington, N.C.

Property insurance risks are es-
pecially prone to price reductions
since standard insurance compa-
nies are competing strongly for
them in orderto balance their busi-
ness more toward the less risky
property coverages.

“The property market is ex-
tremely soft. You can almost name
your own price because of the
absence of catastrophes,” said
Daniel F. Maher, executive vp of
Capacity Managers International
in New York.

At Markel Services in Rich-
mond, W. Bruce Pennington, re-
gional excess and surplus man-
ager, noted the large rate reduc-
tions for property risks. He said the
premium for a fairly large property
risk for a race track operation was
reduced to $60,000 from $100,000
with a reduced deductible.

While competition is strong in
lessrisky lines, Charles Ellman, vp
of Delaware Valley Underwriters
in Wyncote, Pa., said risks in ma-
chinery, manufacturing and chem-
ical industries remain in the excess
and surplus markets.

Specialty risk insurers charac-
terize the market changes as just
another of the inevitable cycles.

“What happens in our market-
place (excess and surplus) is justa
product of what's happeningin the

B

.Mr. Pennington, who noted that
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By Dinner Levison

{Asked in the financial district)
Charlene Noden, Insurance Broker,
220 Bush Street, San Francisco:

At Dinner Levison we use modern
resources to reinforce our experi-
ence and specialized expertise. For
instance, the personal services unit
I manage has access to a computer
that ecan give us quotations on spe- g
cific coverage from over 20 differ-
ent companies at once. By cutting
research time it helps us stay on top
of the market. If you want a broker
with top quality service capabilities
call Dinner Levison.
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primary markets,” Mr. Goldman
said.

“We are subject to the whims of
the standard insurance companies
but we are a legitimate end of the
business,” he added.

“We saw the change coming, but
it happened more quickly than we
anticipated,” said Markel Services’
Mr. Pennington.

Mr. Maher at Capacity Managers
reminisced about the excess
market’s good years in 1976 and
1977.

“Idoubtifwe’ll eversee agreater
time in excess and surplus than
during 1976 and 1977,” Mr. Maher
said. “Everyone was just so happy
to find a home for a risk in those
tight market years.”

But the cycles may again run in (4} S
favor of the excess insurers. Mr. é DINNER 2
Maher noted that as the primary w o
markets become softer, they will g - m
again overreact by cutting prices % LEVISON %
too drastically. “They just haven’t . z
learned a lesson” from the earlier 3:9 il i (4

%4 « Insurance Drokers since 1915 oV
220 Bush St., San Frangisco, Ca. 94104. (415) 391-5422
3961 MacArthur Bivd., Newport Beach, Ca. 92660. (714) 975-0306

A Regional Insurance Broker Serving Business
Around the World. Now More Than 100 Strong

price-cutting years, he said.
Also voicing this concern was

“standard companies are writing
so much business, that their writ-
ings to surplus will be in a precari-
ous position.” -
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By KATHRYN .J. McINTYRE

CHICAGO—Premium volume
at Columbia Casualty, CNA Insur-
ance Co.’s excess and surplus lines
facility, is expected to plummet
$24 million this year to $50 million
from $74 million in 1977.

This astounding slump in busi-
ness for the Chicago-based under-
writer with $15 million in surplus is
a clear reflection of the startling
changes that have occurred in the
insurance marketplace in the last
vear, explained Columbia Casu-
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Midwest underwriters-
insure less business
by holding prices firm

EXCESS/SURPLUS

The changes identified by Mr.
Prather and other Midwest excess
and surplus lines underwriters are
creating more responsive and bet-
ter priced standard and surplus
markets for the insurance buyer.

The standard insurance markets,
sitting on healthier surpluses that
were bolstered by higher pre-
miums in the last few years, are
now writing risks they had thrown
to the surplus markets in capacity-
tough times. The standard markets
are now even competing for excess
and umbrella business, breaking
the price acceleration of recent
years. Furthermore, they are writ-
ing primary policies to higher
limits, banishing the buffer layer
from insurance programs.

That last development has been
the most painful rub at Columbia
Casualty. “Forty percent of our
businesslast year was in bufferlay-
ers,” Mr. Prather said, referring to
the highly profitable policies that
filled the gap in insurance pro-
grams between the top limit pri-
mary insurers were willing to write
and the bottom limit excess unde-
rwriters were willing to pick up.
“But that business is simply eva-
porating; the majority of it is
gone,” Mr. Prather lamented.

The company has cut staff to 44
now from 52 at the end of '77. Three
underwriters were among the
eliminated jobs.

The buffer business started fall-
ing offin late 1977 at Columbia Ca-
sualty, hurting the company’s pre-
mium volume sooner than other
excess and surplus underwriters
started feeling the pinch of chang-
ing conditions. “Other companies
up until June were not experienc-
ing the same loss of business we
were. Now they say they are begin-
ning to see their volume decline,
losing business strictly to competi-
tion,” Mr, Prather said.

Watching risks rush the now
open doors of the standard
market—Columbia Casualty’s sub-
missions are down 30% from last
year—doesn’t seem to disturb Mr.
Prather. “It’s the normal cyclic
thing to happen,” he explained.
“An enormous amount of business
moved into the surplus market two
and three years ago that normally
is not our business—anything with
some tough exposure to it.”

But the excess and surplus lines
company president doesn't like
the kind of “very, very stiff price
competition,” he sees mostly from
the standard markets. There are
also new excess and surplus mar-
kets searching for new business,
he noted, but the competition
among the surplus underwriters
isn’t as keen.

“We're keeping our renewal
prices at either last year's level or
slightly lower,” Mr. Prather said.
Even so, Columbia Casualty is
holding on to the more difficult
risk and high premium accounts,
doubling its average premium on

.an account to $52,300 this year

from $26,029 in 1977.

Holding prices and tough ac-
counts is the stance other excessas -
well as surplus underwriters say
they are maintaining.

“We're trying to be consistent in
prices during tough and good
times,” said Russell N. Gilmore, di-
rector of umbrella business for
Great American Insurance Co. Ex-
clusive of three-year policies re-
newing this year, rate increases on

Continued on page 28
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Midwest . . .

Continued from page 26

renewal business range from “zero
to 25% with some rate reductions,”
he said.

Mr. Gilmore characterizes cur-
rent umbrella policy pricing as
“crazy, but not as crazy as I had
expected.” As amarket forumbrel-
las written by an admitted insurer,
Great American is retaining 75%to
80% of its accounts. “But we are
seeing attrition in new business,”
Mr. Gilmore admitted. The com-
pany has 6,000 policies in force and
expects to grow 10% to 15% over
last year.

Zurich American Insurance Co.
of Illinois, the developing surplus
lines facility of Chicago-based
Zurich American, is also maintain-
ing its prices, said vp Herbert F.
Baker. However, with only $1.7
million in surplus business pre-
miums in 1977 compared to a pro-
jected $5 million in 1978, Zurich
American of Illinois is primarily
quoting new business this year.
Mr. Baker maintained the renewal
business it is losing is because the
risks are being written in the stan-
dard markets, not by other surplus
underwriters for less premium.

But Thomas F. Sheehan, sole
managing general agent for Impe-
rial Casualty & Indemnity Co., ad-

Columbia Casualty president
Wayne Prather says, “Like any
market faced with losing volume,
we intend to start some things.”

mits to losing umbrella business
on prices he refuses to slash.
“When the umbrella market is soft,
we pull in our horns. We’ll let those
making the market soft cut their
own throats again.

“We aren’t losing any significant
umbrellas,” Mr. Sheehan stressed,
defining significant as umbrellas
that generate premiums of
$200,000 a year. “That’s where you
get loyalty. They know we’ll be
around. It’s the $20,000 to $50,000
annual premium that will move for
a price reduction.”

The newly independent errors
and omissions underwriter also
emphasizes that his E&O business
is booming, with prices still climb-
ing in that highly specialized and
difficult risk business. “We esti-
mate we'll do $15 million for the 12
months March through February,”
he cheered.

Other excess and surplus un-
derwriters are enjoying the break
fromthe boom days that they agree
started slowing down earlier this
year. While enjoying the respite
from an overload of submissions,
the underwriters are concentrating
on improving their service.

Columbia Casualty, forexample,
is now consistently responding to
submissions in three and fourdays
instead of taking three weeks to
provide an answer as last year. To

maintain that kind of responsive- |

ness, the company reduced the
number of wholesalers it will do
business with to 73 from 122 at the
beginning of the year.

“We want to provide the best ser-
vice to the maximum number of
producers,” Mr. Prather ex-
plained.

Increasingly active Zurich Amer-
ican of Illinois is also empha-

Realizing that the agents and bro-
kers are testing the newly softened
standard markets to the last min-
ute before turning to their whole-
salers for placements in the sur-
plus markets, Zurich American of
Illinois is trying to respond to the
time-pressed wholesalers in “a
couple of days,” said Mr. Baker. “If
you don'’t, the attachment date wi’l
have already passed.”

Perhaps the excess and surplus

underwriters aren't freiting over
the current lapse in busir.ess as one
might expect they would because
they don’t fear a dearth of business
opportunities or a lasting state of
current conditions.

“I don’t know how much more
the standard markets can absorb,”
said Mr. Baker. “They woa't go
back to the heydays of six and
seven years ago that caused the
problems,” he believes, “so there’s
enough business for everyone.”

“There probably wecn't be as
much of a business shift back to
the standard markets as existed

prior to two and three years ago,”
suggested Mr. Prather,

The cyclical nature of the insur-
ance indusiry can also be de-
pended upon to turn the business
back over to the surplus markets,
it's agreed. The earliest Mr. Prather
expects to see the shift is 1980. Mr.
Gilmore at Great American ex-
pects umbrella markets to tighten
in late 1979.

In the meantime, Columbia Ca-
sualty, for one, is looking for some
new business. “Like any market
faced with losing volume, we in-

tend to start some things—getting
into things we haven't done before,
classes we haven't written or two
or three specialized coverages,”
sa:d Mr. Prather.

He denied, however, reports that
Coclumbia Casualty is again writing
excess insurance for self-insured
workers compensation programs,
though the decision not to write
workers compensation is up forre-
view. The company is expanding
the armount of first layer excess in-
surance it will write for self-
insured programs for other risks,
he nozed. [

sizing service to its wholesalers.
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West Coast insurers sketch emerging price war

By MARGARET LeROUX

SAN FRANCISCO—Softened.
Loose. Fluid. Unsettled. All are
terms excess and surplus lines un-
derwriters use to describe the mar-
ket on the West Coast.

Competition has returned to the
market here, as last year’'s profits
added capacity to both primary
and excess underwriters. Under-
writers are now scrambling for

"been described as

& Co.

risks they wouldn’t even look ata
year ago.

“The market has softened con-
siderably,” said Robert Reynolds,
vp, marketing, Aetna/Cravens
Dargan. “We're seeing 15% to 30%
erosion on liability premiums.”

The volume in California’s ex-
cess and surplus market has
“phenome-
nal.” Within the last two years, to-
tal premium volume has more than
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EXCESS/SURPLUS

tripled, from $76.2 million in 1975
to $257.1 million in 1977.

“We're seeing competition from
stock companies on product liabil-
ity risks they wouldn't touch three
years ago,” Mr. Reynolds contin-
ued. “Now they're including prod-
uct liability in a package at 50% of

what we quote.”

Aetna/Cravens Dargan is consid-
ered themost astive underwriter in
the excess and surplus market on
the West Coast. Both Aetna Insur-
ance Co. and Cravens Dargan &
Co. are subsidiaries of Connecticut
General Life “nsurance Co. Cra-
vens Dargan dees E&S underwrit-
ing for Aetna as well as Central Na-
tional Insurance Group of Omaha,
Highlands Insurance Co. and Mo-

We make you safe.
You make us famous.

tor Vehicle Casualty Co.

“Coverages are broader and pre-
miums are being renewed at de-
creases in the range of 20% or
more,” said Bruce MacCready, a
partner in MacCready & Gutmann
Insurance Services Inc., managing
general agents for Proprieter’s In-
surance Co. )

“A lot of risks, particularly prod-
uct liability risks, really suffered in
the last few years,” he added.
“Now most of them are getting pre-
mium reductions.”

Noel Higgitt, senior vp of Bac-
cala & Shoop Insurance Services,
another major E&S underwriter
on the West Coast, characterized
the market as “confusing.”

“Prices are certainly more com-
petitive,” he said, “but at the same
time volume is up. Our gross writ-
ten premiums are up considerably
over last year’s.”

Baccala & Shoop is underwrit-
ing manager for several excess
companies, among them Puritan
Insurance Co., Pinetop Insurance

How hungry?

The standard insurance com-
panies are so hungry for prop-
erty premiums that ‘“they’re
giving credits where we would
surcharge,” said Herbert F.
Baker of Zurich American In-
surance Co. of Illinois.

“They appear to be giving up
their cushion on property,” the
excess and surplus lines com-
pany vp observed. “And giving
up their property profit points
will leave them with smaller
earned premiums.”

Competition is so keen, he
suggested, that in order for the
surplus markets to get any sig-
nificant property business
“we’d need several hurricanes
and for California to fallinto the
Pacific,” he exclaimed.

Co., Insco and Southern Insurance
Co.

“For the buyers, the market is
the best it’s been in five years,”
saild another E&S underwriter
who requested anonymity. “Last
year the buyers went begging, but
today, with a bit of luck, a buyer
may even get an invitation to
lunch.”

One E& S underwriter noted that
“while we’re not exactly wining
and dining risk managers, we have
made the corporate condominium
in Hawaii available for a good cus-

Continued on following page
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WARREN & SOMMER
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West Coast .

Continued from preceding page
tomer."”

But better prices, especially for
product liability insurance, are the
rewards many West Coast risk
managers are reaping. Another
anonymous E&S underwriter told
ofa $750,000 gap layer for a product
liability risk that received a first
quote of $225,000, but was sold
to an Eastern underwriter for
$125,000.

A $5 million umbrella for an-
other product liability risk that
cost $350,0001ast year was snapped
up by a competing E&S under-
writer this year for $165,000, ac-
cording to the underwriter who
lost the business.

And yet another example: on a
“difficult product line, the guote
for $5 million excess of $5 million
was $14,000, but the risk was ulti-
mately written for $7,500.”
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The product liability problem
seems to be declining, several in-
dustry sources said. One observer
compared it to the malpractice cri-
sis. “It seems to have run its
course,” he said. “We're now see-
ing quotes at more reasonable
levels.”

A source at another major West
Coast E&S underwriting firm cited
one cause for the increase in com-
petition in the market here.
“Greed, pure and simple. A lot of
folks see an opportunity to make
more money and underwriting
standards go out the window,” he
complained.

Some E&S underwriters pre-
dicted this new flexible cycle will
last through 1979 before the mar-
ket again tightens. “You don’t
think any of us have learned from
past experience do you?” one
asked.

The losers in the battle for new
business among E&S and primary
underwriters seem to be the buffer
layer companies. “The market for
buffer layers has pretty much
ceased to exist,” according to Bac-
cala & Shoop’s Mr. Higgit. “The
primary companies are raising
their limits and have pretty much
eliminated the need for them.”

“The facultative reinsurance
market is wide open,” another
E&S underwriter said, “and a few
umbrella underwriters are coming
down. As a result, the buffer mar-
ket is practically dead.”

Another E&S underwriter pre-
dicted the buffer layer market
“will atrophy, not grow. It will be-
come the place for the really tough
product or pharmaceutical risks.
Some umbrella underwriters still
want distance between them and
the primary underwriter.” )

According to other sources in the
E&S market, the buffer layer com-
panies are not seeing “widespread
daily use as in the past year,” but
“there’s still a lot of money to be
made in this area and new markets
are opening up.” Recent entries
into the buffer layer market on the
West Coast include First State In-
surance Co. and Crum & Forster.

Although the competition is hot
and heavy on the West Coast,
underwriters say the effect has not
been felt in the E&S market in
other areas of the country.

“What happens here is an indica-
tor for the rest of the country,” one
E&S underwriter said. “This may
not hit Boise for some time.”

Another source in the E&S mar-
ket here said the loosening trend is
starting on the West Coast and
moving East. “Companies back
there like Columbia Casualty are
still hanging on to last year’s terms.
They aren’t competitive out here.”

For one new insurer in the E&S
market, there doesn’t seem to be
much regional difference. At
Fireman’s Fund, where an E&S de-
partment was opened earlier this
year, a spokesman said, “We
haven’t found the market much
different here than in therest ofthe
country. We certainly don’t plan
any premium reduction. We're roll-
ing right along as we have been.”

But the majority of E&S under-
writers in California would not
agree with the market assessment
ofthe Fireman’s Fund spokesman.
“It’s frantic and crazy and ifI could
predict when it’s all going to calm
down, I wouldn’t be in this busi-
ness,” one West Coast E&S under-
writer said.

Sighing, he spoke fondly of last
year’s market conditions that were
ruled by the sellers. “It used to be
such fun to watch the brokers
queue up,” he said. “Now they're
really hitting the market hard.” =
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Stable markets calm

By JERRY GEISEL

WASHINGTON—After a roller
coaster ride none of them will for-
get, risk managers have finally
reached the smooth straightaway
of the excess and surplus markets.

Stability is the word that comes
up again and again when corporate
buyers are asked to evaluate the
market. The price increases and.
decreases that have occurred
rarely have been more than 15% in
either direction.

“Basically, we've seen some-
what of a return to normalcy either
by a hold-the-line attitude or in
slight price reductions,” said Nor-
man Chanzis of American Stan-
dard Inc. in New York.

es. We have
the market you're
looking for.”

Serving Agents and Brokers exclusively

with over 50 years of professional experience.
Nobody handles excess /surplus lines
insurance better than Bowes.

& COMPANY, INC.

Dallas
7540 LB) Freeway
Dallas, Texa
(214) 233-2202

Bloomington, Mn.
2850 Metro Driv

Bloomington, Mn, 55420
(612) 854-1111 (

Chicago
135 South La Salle Street
Chicago, Hlinois 60603
2) 236-6780

Denver
777 So. Wadsworth Blvd.
Denver, Colorade 80226
(303) 988-1111

New York
41 East 42nd Street
New York, N.Y. 10017
(212) 986-0240

San Francisco
155 Sansome Street
San Franci Calif~ 94104
(415) €81-8360 .

St. Louis
515 Olive Street
St. Lauis, Mo. 63101
(314) 241-6281

Oklahoma Cily »
11212 N. May Ave
Oklahoma Cit
(405}
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Woodbridge
One Woodbridge Center
Woodbridge, N.J. 07095
(201) 636-9463

Tulsa
Soulh Memorial

‘excess market chaos

EXCESS/SURPLUS.

“We had absolutely no problem
in the excess market,” said Jerry
Lane, insurance manager of
McDonald’s Corp. “Insignificant”
premium increases accompanied
recent policy renewals, he added.

The relative stability in the
excess/surplus market stands in
sharp contrast to the chaotic situa-
tion of two and three years ago
when premiums, particularly for
product liability coverage, jumped
anywhere from 100% to 500% in a
single year.

Edith Lichota, assistant trea-
surer of the Carborundum Corp. in
Niagara Falls, N.Y., believes huge
price increases have slacked be-
cause the “excess casualty mar-
kets are a little less panicky now
since the extraordinary losses that
many of the carriers were afraid of
don’'t seem to have materialized.”

Some risk managers feel the
most stunning change in the mar-
ket has been the surge in the num-
ber of companies willing to supply
excess/surplus coverages. ‘‘Possi-

i

Edith Lichota of Carborundum
says ‘“‘excess casualty markets
are a little less panicky now."”

bly one of the reasons prices are
easing is that there are a lot of new
faces in the market,” said J. Al Fri-
day, vp-insurance administration
of Colonial Stores Inc.

One corporate risk director of a
huge Midwestern company said
last year he contacted 49 different
insurers from Japan to London in
an unsuccessful effort to obtain
$20 million of coverage excess of
a $5 million primary layer. This
year, with the restoration of strong
competition, he expects to secure
that coverage in the U.S. market.

One factor in thesoftening of the
market has been absorption of
risks into the primary market. For
example, some markets will now
take $2 million of a liability risk
while a yearago abuyer might only
be able to secure $1 million of cov-
erage and be forced to go to Lloyd’s
of London for the next $1 million.
noted Robert Abrahamson, man-
ager of risk management and cor-
porate insurance for Control Data
Corp. in Minneapolis.

Other risk managers also discov-
ered that the primary casualty mar-
ket has been able to take a little
more at the lower end of the
excess/surplus market. With the
primary market expanding, com-
panies have been able to reduce
their need for buffer layer fill-ins,
added Mr. Chanzis of American
Standard.

At a time when the excess mar-
ket has become more favorable to
the buyer, somerisk and insurance
managers said they will be using
the opportunity to improve the

Continued on page 34
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“...for purple mountain majesties”’

America—the land of great natural resources. Ail Americans know
that water is one of the most important natural resources we
possess—vital to our homes, our factories, our farms.

America’s soaring, snow-capped mountains act as water collectors
to help fill our lakes and streams, All through the industry that supplies
pipes, pumps and other water distribution facilities, Protection Mutual
keeps plants operating safely.

Protection Mutual has only one business—the conservation of
industrial and commercial property through creative loss prevention
engineering.

PROTECTION MUTUAL
Insurance Company Facts

302 South Northwest Highway, Park Ridge, lllino:s 60068 SE
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Risk managers

Continued from page 32
product they have been purchas-
ing.

For example, umbrella under-
writers a few years ago began to
exclude many risks, sharply reduc-
ing the shield of coverage. Control
Data's Mr. Abrahamson, for exam-
ple, was forced to go from a very
broad umbrella form to a quite re-

Robert Abrahamson of Control
Data says there still isn’t much
competition in the professional
liability markets.

strictive policy that “we weren’t
used to.”

With the improvement in the
market, Mr. Abrahamson said heis
going to try to put more exposures
fessional liability, when renewal
time for Control Data rolls around
next month.

Demand for excess/surplus cov-
erages appears likely to be stable in
the next year, with few risk man-
agers planning to substantially
change their levels of coverage.

“We're up to where we feel we
should be,” said Charles Revie, di-
rector of risk management and in-
surance of Bucyrus-Erie Co. in Mil-
waukee. “We're just going to try to
hold our own, though we’d like to
improve the product we're buy-
ing.”

McDonald's Mr. Lane said he
probably would be aiming to ob-

EXCESS/SURPLUS

tain higher liability limits. With an
increasingly litigious society, a
prudent company needs higher
coverages to protect aga:nsthigher
exposures, he added.

- Another insurance director ob-
served that he recently paid $5,000
for a$5million excess policy above
a $3 million retention. “You can’t
beat $1,000 per $1 million of cover-
age,” he said. He noted that similar
coverage was available during the

crunch, but he would have had to
pay much more for such a policy.

Just what prices are doing, of
course, varies on the type of cover-
age acompany is buying. Mr. Abra-
hamsor. said while there has been
overall softening in the market,
professional liability is one excess
line wkere competition has been
lacking.

“When you are referring to a situ-
ation in which there is no competi-
tion for the business, you neverare
talking about a lowering of pre-
miums,” he said.

There is some disagreement,
though, on how long the favorable
market conditions will prevail. Mr.
Lane of McDonald’s believes that
“right now we are in an excellent

position,” but the market could be-
gin to tighten as soon as mid-1979.

Robert Spencer, vp of risk and
insurance for Fuqua Industries in
Atlanta, believes that as long as un-
derwriters are making money they
are going to be out looking for pre-
mium dollars. But their profitabil-
ity could decline in about a year,
resulting in a gradual tightening of
conditions.

Currently, Mr. Spencer doesn'’t
expect much further softening in
the excess property coverages
since that market has been fairly
soft in recent years. The price cut-
ting that lies ahead will be in the
excess casualty area, he said.

Mr. Friday of Colonial Stores

doubts if excess/surplus coverage
prices are going to drop any lower.
Prices are bound to rise, though at
a stable rate, due to inflationary
pressures, he said.

Despite all the talk of price cut-
ting, Mr. Friday points out that for
most lines of coverage, prices still
are substantially higher than five
years ago, though down in many
cases from two years ago.

Other risk managers said they
couldn’t comment on prices since
their excess policies had not come
up for renewal. “I'm leaving for
London today,” said Norman
Hoffman, director of insurance for
Kane-Miller Co. in Tarrytown, N.Y.
“Call me in a month and I'll let you
know how we came out.” "

“Hey, doc! Need primary or excess
hospital malpractice insurance? I'm
in the business!™

Specializing in
Hospital Malpractice
Product Liability
Municipal Public Liability
Kidnap-Ransom
Captive Insurance Programs

600 Watergate Suite 960
Washington, D.C. 20037
Telephone 202 965 2052

Telex 248362

DAJM COMPAHY
INCORPORATED

Now there's only one
fire fighter you really need to call.

Chemetron.

One of the leading designers and manufacturers
of engineered fire suppression systems,
Chemetron has expanded its product line
dramatically. The result is a complete range of
systems for industrial and commercial applica-
tions. That means Cheme ron can be the one
company to provide you with the ideal fire fighting
system for any fire hazard.

Now, for all you- fire protection needs, write
Chemetron Fire Systems, 111 E, Wacker Drive,
Chicago, IL 80601. Or call your local Chemetron
Fire Systems distributor, He's listed in the Yellow

Pages under "'Fire Protec-ion."

Star®Sprinkler.
Automatic life, safety, and
property protection.

For office, industrial and commer-
cial installations, Star Sprinkler
offers a complete line of standard
and specially sprinkler heads,
valves and accessories. The
sprinkler heads feature quick
installation and come in a broad
range of styles and sizes. And
economically priced valves and
accessories are designed for
reliability and easy maintenance.
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States update rules to keep pace with market

By REBECCA A. FANNIN

NEW YORK—Insurance depart-
ments in Missouri and Michigan
have updated their regulations of
the excess and surplus markets,
prompted not by troublesome
abuses but by the need to keep
pace with the growth of this spe-
eialty insurers market.

In another change, the National
Assn. of Insurance Commissioners
has upgraded the criteriaituses for
determining whether an alien or
foreign insurer will be listed by the
association as acceptable.

To be named on the NAIC ac-
cepted list, which many states re-
fer to when checking an alien
insurer’s reputation and financial
solvency, alien insurers must meet
a new requirement of maintaining
a trust account worth $1 million
over five years rather than the for-
mer $500,000 without a time stipu-
lation.

The NAIC has retained its crite-
ria that an alien company have cap-
ital and surplus amounting to $1.5
million and continues to examine
loss reserves, premium reserves,
premium/surplus ratio and the
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company’s reputation.

The effect of the NAIC’s change
is that it requires excess and sur-
plus carriers to “make a substan-
tial commitment to the market-
place and tends to discourage fly-
by-nights,” said James Ryan, head
of the non-admitted insurance of-
fice of the NAIC.

“States have also had to give
their regulations more scrutiny be-
cause of the increased business in

the excess and surplus lines,” Mr.
Ryan said.

In Missouri, the insurance de-
partment is proposing that the ex-
cess and surplus statutes be “re-
written in entirety,” according to
Glenn R. Jourdon, Missouri’s chief
examiner.

“Our old section was very anti-
quated and it was virtually impos-
sible to regulate the surplus lines
brokers,” Mr. Jourdon said.

The department’s only current
requirement is that excess insurers
maintain a trust account worth

Safety First protection.
A match for any fire.

Chemetron delivers Safety First fire protection
in a form suited to your needs. For a wide
variety of applications, Safety First offers dry
chemical and Halon protection in engineered
systems, wheeled engines and hand-held

extinguishers,

! Fire Boss®protects the

petrochemical industry.
Chemetron’s Fire Boss special hazard trucks
and skids put fire protection where it's needed.
These dry chemical and twin-agent extinguish-
ing units are ideal for such remote applications
as petrochemical plants and oil rigs.

Cardox®CO, and Halon 1301.
Reliable safety for people and equipment.
Chemetron engineered systems are among the fastest

and safest methods of fire suppression for such sensitive
areas as control rooms and computer facilities.
Low-pressure Cardox systems need only a single CO, storage
unit. They're easy on space and easy to modify. High-pressure Cardox
CO, tanks suppress “hot spot” fires fast.

CHEMETRON Fire Systems

Cheme:ron Corporation. A member company

of Allecheny Ludlum Industries.
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$500,000.

The proposed regulations would
require that excess and surplus in-
surers have $1.6 million in surplus
and be in business for three years.
The insurance carrier would be
regulated as fo the type of business
it underwrites.

Another regulation would re-
quire brokers to reside in the state
before placing business with ex-
cess insurers.

Michigan, on the other hand, has
eased its traditional conservative
approach to regulating excess and
surplus insurers in the hopes of ex-
panding excess business in the
state.

Lloyd’s of London is the only
alien carrier in the state and admit-
ted excess and surplus carriers
number only 20.

“The Michigan department has
learned that if you overregulate,
which we did, then therisksjust go
to Chicago,” said Michael D.
Markman, assistant commissioner
of the office of policy and compli-
ance.

The Michigan department re-
quires that excess and surplus car-
riers put up deposits in relation to
the size of their liabilities in the
state.

But the Michigan department
has proposed that admitted car-
riers need only post a $75,000 bond
in Michigan or a $750,000 trust ac-
count in the U.S.

The department is also planning
to create an insolvency fund of not
more than 1% of the premium to
take care of liquidations.

Several other states, however.
including Illinois, Texas and Cali-
fornia, are satisfied with their cur.
rent regulation and foresee no new
regulatory problems.

In both California and Texas, in-
surance departments are relying
on strong surplus lines associa-
tions to effectively advise brokers
of any financial problems with ex-
cess insurers.

“We’re just not going in the par-
ticular direction of more regula-
tion,” said Phelps Cole, director of
the excessand surplus department
in Texas.

The Texas insurance depart-
ment makes brokers bear the re-
sponsibility for placing risks in an
excess insurer and takes comfort
in doing so.

Mr. Cole noted that most of the
surplus lines brokers belong to the
state surplus lines association,
which he said keeps the brokers
abreast of problems with excess in-
surers.

But the Texas department does
discourage the use of excess car-
riers and will cancel a policy if it is
in competition with the admitted
market, Mr. Cole said.

The Illinois insurance depart-
ment is also satisfied that its regu-
lations are adequate, according to
Etta Credi, supervisor of the finan-
cial regulatory division.

Illincis requires that an excess
insurer have surplus of$1.5 million
and a trust account of $300,000. A
surplus lines broker must have a
risk declined three times by admit-
ted carriers before placing arisk in
the non-admitted market.

The Illinois department main-
tains a list of acceptable carriers
similar to the NAIC list. If a broker
places a risk with a company not
on the list, the insured must sign a
statement that he knows the com-
pany isn’t on the qualified list. a

August storm loss

The American Insurance Assn.
says a late August storm that
struck parts of Colorado, Missis-
=ippi and Tennessee caused an es-
timated $6.3 million in insured
losses. The most extensive dam-
age, estimated at $3.7 million, oc-
curred in Tennessee.
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no direct business

Cities now
can insure
tax revenues

CHICAGO—Municipalities can
now insure their tax revenues
against drastic declines resulting
from the physical destruction of
property and loss of business in the
community.

A small town with one major
source of tax revenues, such as a
racetrack, can insure against los-
ing the tax revenues if it is de-
stroyed by purchasing a specific
tax interruption policy. Or a town
can buy a blanket policy to insure
against the loss of revenue result-
ing from the destruction of a large
portion of property in its district.

NAS Ltd., a Chicago-based ex-
cess and surplus lines broker, de-
signed the new policy in response
to requests from municipalities,
said NAS president Thomas Cath.
Municipalities and school districts
need to protect the continuation of
tax income on which their budgets
are based, he explained.

The destruction of a booming
racetrack in a small town, for ex-
ample, could result in such aloss of
real estate and sales tax income
that the town would be forced
to float a bond to make up for
loss of anticipated income—
income which the town had al-
ready committed if not spent.

That’s bad enough, Mr. Cath
continued, but for communities
whose tax levying authority is lim-
ited by such laws as California’s
Propesition 13, the additional cost
of floating a bond would require
cuts in the budget.

The tax interruption policy, un-
derwritten by Admiral Insurance
Co. and available only through
NAS since Sept. 1, is written on an
all-risk basis. The standard prop-
erty exclusions are contained in
the policy, subject to either dele-
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tion for additional premium or fur-
ther exclusion depending on the
exposure. Towns in California, es-
pecially those along the San
Andreas fault, will probably not be
able to buy earthquake coverage.
Not only direct tax revenues but
also indirect tax revenues are in-
sured, Mr. Cath said. Referring to
the racetrack again, the sales taxes
collected at other businesses fre-
quented by racetrack attendees,
such as restaurants, would be cov-
ered as well as real estate and sales
taxes collected from the track. A
claim under the policy will be ad-
justed by comparing tax reyenues
after a loss with revenues collected
in previous years, he explained.

The policy addresses only the de-
struction of a tax source, not the
loss of revenue suffered if the one
major attraction or industry in
town just packs up and leaves.

Mr. Cath estimated the cost of
the insurance at 1% of insured
limits, though the rate will vary
with the exposure.

The policy is not designed for ci-
ties as large as Chicago, but is in-
tended for cities such as Orlando,
Fla., where Disneyworld is a major
contributor and generator of tax
revenues, Mr. Cath added.

This is the first venture into mu-
nicipal risks for NAS, a wholesaler
which deals only with agents and
brokers. But Admiral is a major ca-
sualty insurer of municipalities.

Dennis Tweedale, Madison, Wis.,
risk manager and president of the
fledgling Public Risk Managers
Assn., said the new policy “sounds
interesting, especially foratown of
2,000 or 3,000 with one major em-
ployer.” [
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Most companies have mixed feelings about underwriting flexibility.
Arkwright-Boston botler and machinery insurance. If you like to save money, that’s pretty exciting.
On the one hand, our engineers are always Fact is, we write more boiler and machinery m-
around, asking alot of questions. insurance than any other mutual company. '
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Introducing COMPACT, the new W&
simplified, property-only policy \ |
from The St. Pau]. ps designed '}
Specifically for businesses which, {
for one reason or another are
unable to combjne property and
liability COverages in a regular
package policy. :
COMPACT makes commercial {3
Property insurance easier thap eyer to R
Manage. Because COMPACT js one
simple, flexible portfolig of coverages
with one premium and one €Xpiration
date from one company. No more pjles
of policy paperwork, expiration dates ang -
several different insurance companies to keep track of

An optiona] single occurrence account deductible
from $250 to $75,000 is available for 3] perils covered.
And $1,000 transit and $1,000 extra expense are inchided
automatically

Want more information? Get in touch with your
Independent Insurance Agent Tepresenting The St. Pay].
He’s listed in the Yellow Pages.

Here’s more business insurance we've

made better:
Plain English
Package. A variety
of property/liability
business coverages
in one policy,
without all the
\ gobbledygook.
= EDP All-risk
computer
insurance from
the company that originated
data Processing insurance,
MOP Covers your company’s property exposures
in transit, jn storage or in-plant_ al] in one policy
Umbrella Excess Liability One million dollars
excess liability COverage on small businesses for as little

Commercial Auto, The St. Paul has the expertise,
people, resources and stability to back you strong in
this coverage,

Inland Marine, We're one of the largest across
the board writers. We've built expertise since 1853.

We keep

18531978

Isurance

muﬂiw Serving you through Independent Agents. St, Paul Fire and Marine Insuranee Company/St. Paul Mercury Insurance Company/The 5¢. Paul Insurapice Company/

/agenT J 5 Paul Guardian Insurance Company/The St Paul lnsurance Company of Iilinojs: Property and Liability Affiliares of The St. Pagl Companies Inc,, Sajne Paul, Minnesors 55 102,
T
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“COMPETITIVE"”
COMMERCIAL UMBRELLAS

and excess liability

marketfinders; inc.

dsdesi ..THE ORIGINAL MARKETFINDERS.......ccccccvnerennes
MID-AMERICA'S BEST INSURANCE MARKETPLACE FOR ALL TYPES

OF SPECIALITY COVERAGES. . -
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SOUTHFIELD, MICHIGAN .48075
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‘Main Street’ risks decline

Brokers report growth
despite softer markets

By ELLIS SIMON

NEW YORK—Excess and sur-
plus brokers say their business has
been affected by the softening of
standard property and casualty
business, but report continued if
slower growth.

“The business that never be-
longed in the excess/surplus mar-
ket is going out,” said Donald Gad-
dis, vp at Chicago-based George F.
Brown & Sons. “The business
we're seeing now is truly tough
business that requires more than a
standard market.”

The “Main Street-type” busi-

The Best of
Both Worlds...

The famous Water Tower
went through the Chicago
Fire in 1871 and stands
today alongside modern
landmarks as the best of
the old and the new.

Since we began in Chicago
in 1905, we've given
producers a successful
combination of traditional
service and pacesetting
marketing.

Today, we continue to bring
agents and brokers the
finest domestic and overseas
markets for excess

and surplus lines.

For the best of both worlds,
call lllinois R. B. Jones.

the best of both worlds

ILLINOIS ~
RBJONES inc.

175 W. Jackson Blvd., Chicago, Ill. 60604 e Phone (312) 435-8200
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ness, such as small commercial
umbrellas in the $5 million to $10
million range, has gone back to the
standard markets, noted Swett &
Crawford senior vp Roy Oddy.
However, he agreed with Mr. Gad-
dis that the more hazardous risks
are remaining in the surplus mar-
kets.

In the buffer layer area, there
has been a “very noticeable shift”
away from the excess/surplus mar-
kets, reported William M. Fall, a vp at
National Brokerage Agency, a Marsh
& McLennan subsidiary.

When the standard casualty mar-
kets were extremely tight, insur-
eds came to the excess markets for
buffer coverage between the upper
limits of their general liability pol-
icy and the lower limits of their
umbrella coverage. Up to a year
ago, buffer business accounted for
about 10% of a normal excess and
surpluslines broker’s book of busi-
ness, Mr. Hall said.

The last buffer layer policy
handled by Mr. Hall was on a prod-
uct liability risk four months ago.
He does not expect to see another
buffer layer until the market
tightens again.

On the property side, there no
longer is any true excess/surplus
business, according to Geoff Ni-
cholls, vp-marketing at Sayre &
Toso. Some property business
does approach the excess markets,
he said, but to write it “we have to
match the standard companies toe
to toe.”

Despite the shift of some classes
of business away from the excess/
surplus market, E&S brokers are
not lacking business. At worst,
their growth rates have slowed.

“Any good surplus broker is go-
ing to hold his own,” said the vice
president of one national firm. He
said his company expected a 15%
growth rate for 1978, down from
the 20% rate enjoyed in previous
years.

Donald V. Organ, president of
Mid-Continent Underwriters, said
his firm’s growth rate would also
be slower but added he still ex-
pected a 10% to 12% gain.

“Business continues to be strong
in all lines, but we’re not seeing as
much new business,” said Joseph
H. Blades, chairman of J.H. Blades
& Co. Mr. Blades also reported a
reduced growth, but declined to
say by how much.

However, some firms are con-
tinuing to enjoy rapid expansion.
George F. Brown expects a 40%
gain while Sayre & Toso’s volume
is expected to increase by 50%.

At Sayre & Toso, which like
many of the excess and surplus
brokers acts also as a managing
general agent, most of the growth
is coming from new business that
has resulted from an expansion
program, said Mr. Nicholls. New
offices have been opened in Min-
neapolis, Boston and Philadel-
phia; elsewhere Sayre & Toso peo-
ple have been added to offices of
its parent firm, Mission Insurance
Co.

National Brokerage's Mr. Hall
said that whatever new business
his firm attracts will come as the
result of “beating on doors.” Mr.
Gaddis of George F. Brown agreed
that stronger sales efforts directed
at retail brokers is the key to
growth.

Not only are excess and surplus

Continued on page 42
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Brokers grow . ..

Continued from page 40

lines brokers contending with soft
conditions in the standard mar-
kets, but the national brokerage
firms are increasingly placing a
larger part of their excess and sur-
plus business direct, noted Swett
& Crawford’s Mr. Oddy.

Excess and surplus brokers
must be recognized by both the re-
tail broker and excess and surplus
insurer as the experts if they are to
retain their hold on the business,
he said. The wholesaler must have

Joseph Blades, chairman of J.H.
Blades & Co., says that few primary
insurance company underwriters
are trained to handle special risks.

complete knowledge of the excess
and surplus markets and provide
the fastest possible service, Mr.
Oddy added.

The shift in business away from
the excess and surplus lines com-
panies has been tempered by cau-
tion among underwriters for the
standard companies, several bro-
kers said.

“The standard companies seem
to be more selective this time
around,” said Mr Gaddis. “They
are not quite as quick to give away
premium as they were in 1974.”

However, Mr. Blades remarked
that few of the standard company

Minn. RIMS

The Minnesota chapter of the
Risk & Insurance Management So-
ciety elected Barry R. Glaser as
president. Other officers include
Myrna B, Fallon of the Toro Co. as
vp, Rogert B. Oster of Investors Di-
versified Services as secretary and
David R. Evert of Control Data
Corp., as treasurer.
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underwriters are trained as judg-
ment underwriters. Rather, they
are looking at obsolete rating man-
uals and quoting substantial pre-
mium reductions.

Brokers did not report a uniform

response among excess and sur-
plus lines insurers to the stronger
competitive position of the stan-
dard companies. While Mr. Ni-
cholls szid- there was some price
cutting to meet the admitted mar-
kets on property lines, Mr. Gaddis
said rate cutting was the last thing
the excess and surplus companies
were willing to do.

“They’re not anxious to give
away price, but they're not willing
to lose good business,” he said.
Rather, the excess and surplus

companies were offering exten-
sions and giving more credit for
higher deductibles.

In some markets, notably oil
oatch coverages, the excess and
surplus companies:-have not re-
sponded to changing conditions
and capacity remains tight, said
Mid-Continental Underwriter’s
Mr. Organ.

In that area, insureds have re-
sponded 0 conditions with im-
proved loss control and communi-

cation with underwriters to
achieve savings.

However, the most prestigious
excess and surplus market is still
increasing capacity. To date this
year, some 3,600 new members
have been elected to Lloyd's of
London, noted Mr. Oddy.

Although that meansan increase
in capacity, Lloyd’s must be cer-
tain there will be enough business
to fill that capacity, he said. Other-
wise, London will be imposing lim-
itation of future expansion. @

The people who can
always find a way in

MIAMI

are
D. R. MEAD & COMPANY

1900 Biscayne Boulevard
576-1101
SEE OUR AD ON PAGE 3
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Biggest U.S. excess insurer loses key executives

CHICAGO—Two highly re-
spected underwriting experts have
left Northbrook Insurance Co.—
the nation’s largest E&S insurer—
to start new business ventures that
apparently will open more excess
and surplus insurance markets.

Northbrook president Frank J.
Fischer, 63, retired last month from
the Allstate Insurance Co. subsidi-

ary he co-founded six years ago
and is joining the wholesale broker
of Sherwood Insurance Services in
San Francisco. Richard E. Foss,
head of casualty underwriting at
Northbrook, resigned last month
to start his own insurance business
in Chicago. .
As executive vp of Sherwood In-
surance Services, Mr. Fischer will

EXCESS/SURPLUS

develop and manage an underwrit-
ing facility for the fledgling
agency. Just six months old, Sher-
wood Insurance Services has al-
ready placed S4 million in insur-
ance con large property and casu-

alty risks. Its president, Don Sher-
wood, formerly was senior vp and
regional manager for Swett &
Crawford in San Francisco.

With the widely known Mr. Fis-
cher directing the new underwrit-
ing facility of the agency, Sher-
wood Insurance Services hopes to
solidify a positionas a producer for

excess and surplus underwriters,
the company says.

Though Mr. Foss was not avail-
able for comment on his plans,
Business Insurance learned he
has rented office space in Chicago
from the Excess Underwriters Inc.

Reliable sources say Mr. Foss is
definitely going to act as an un-
derwriter in his new business, but
they are uncertain forwhom. How-

AAMS eases

the blow.

When disaster strikes, AAMS strikes

back with a prompt claims
settlement.

A blowout puts the heat on everyone. Management is con-
fronted with a whole range of critical problems all at once. At
a time like this, you need an insurer who will react quickly.

At All American Marine Slip, we've earned a reputation for
prompt claims settlements. We have the capacity to han-
dle large losses and we're at your service right here in

the U.S.A.

Managed by Marine Office of America Corporation
(MOAC), we are a syndicate of 24 American insur-
ance companies providing coverage for high-value,

high-risk marine exposures anywhere in the world.

For your extraordinary marine exposures, con-

sider the American alternative.

Have your agent or broker contact the

Manager, All American Marine Slip,

For more facts circle 15 on reply card

80 Maiden Lane, New York, N.Y. 10038.
Phone: (212) 374-2667.

The American alternative

All American
Marine Slip

ever, Business Insurance learned

Frank Fischer joined Sherwood
insurance Services, a six-month
old firm that has placed $4 mil-
lion of insurance.

that Mr. Foss is in London this
month on business.

Reports circulated in insurance
circles in Chicago that Mr. Foss’s
new venture is likely to involve Pe-
ter Wilson, the respected under-
writer with the Weavers Group.

Meanwhile, Northbrook moved
quickly to fill the vacancies. Ro-
bert Agnew, formerly a vp at
MONY Re, has been named presi-
dent of Northbrook effective Sept.
25. Jerome O. Crowley has been
promoted to assistant vp to take
over casualty underwriting from
Mr. Foss.

Growth of premium volume at
the largest U.S. excess and surplus
lines company, which concen-
trates on umbrella insurance, has
yvet to show any signs of being
slowed by the changing market
conditions that are pinching other
excess and surplus underwriters.

Northbrook continued in 1978 to
produce the fantastic growth rec-
ord it has shown since its inception
¢ in 1972, with earned premiums
~ climbing to $300 million this year
from $210.6 million in 1977.

Chairman Jorgen Ravn-Hansen
was overseas on business and un-
available for comment on the de-
velopments at Northbrook. C

The people who can
always find a way in

LOS ANGELES

KINDLER & LAUCCI
1545 Wilshire Boulevard

484-0220
SEE OUR AD ON PAGE 3
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HERBERT L. JAMISON & CO.

90 Park Avenue New York, New York 10016 Area Code 212—490-7600

EMPLOYEE BENEFITS

® Plan Design & Administration

MADISON, Wis.—Dane County
risk manager Robert Tieman is
anxiously awaiting the final word
that a $5 million insurance pro-
gram for automobile and general
liability above a $250,000 self-
insured retention has been placed
in the market.

Ifthe placement goes through, as
wholesale broker Flamer & Co. of
San Francisco says itshould, it will
confirm observations of industry
observers that the excess and sur-
plus markets are softening even for
tough municipal risks.

“I went out in the markets forthe
last three years and couldn’t find

® Employee Communications

® Third Party Claim Facilities

Teamwork is the mark of a dedicated crew.
And soitis at The Atlantic Companies.
| | ,_ -

1

P :
INDEPENDENCE . 1977 AMERICA'S CUP CONTENDE

R /PHOTO BY STANLEY ROSENFELD

At the Atlantic Companies we take pride in our teamwork, well-harbored resources, quick and
thorough service, and prompt and ungrudging claims settlements. That’s the seafaring tradition
in which we provide the very adaptable Atlantic Mttual or Centennial “Safeguard” package
for covering businesses large and small. Our “Safeguard” is tailored for your business by
selected independent agents and brokers.

Take advantage of our skilled crew. We've been running a taut ship for 135 years.

e Altanlic Compandes

Atlantic Mutual Insurance Company « Centennial Insurance Company
Insurance in the seafaring tradition since 1842.
Home Office: The Atlantic Building, 45 Wall Street, NewYork, N.Y. 10005

ey

Even municipal risks
find excess markets
are now less taxing

anything,” complained Mr. Tie-
man, who has been eager toreplace
a $1 million policy the county has
with The Hartford Insurance Cos.
“What's a risk manager doing
keeping first dollar coverage at a
$340,000 premium with an 8% loss
ratio?” he asked in disbelief of his
own risk management program,
Adding insult to injury, the policy
even excludes all law enforcement
liability, so the county has had to
self-insure that, he noted.

James R. McLees, risk manager
for the state of Washington, is also
waiting for news from his broker,
Marsh & McLennan, on the avail-
ability of $100 million of excess lia-
bility insurance over a $5 million
retention.

Reluctant to blow the whistle on
adeveloping program, Mr. McLees
would only say that the glut of ca-
pacity in the marine market at
Lloyd’s is opening the door there

Photo: Kathryn J. McIntyre
“During the past year the market
has improved for municipalities.
No question about it,”” says con-
sultant Bud Griffin.

for municipalities with a marine
exposure.

“During the past year, the mar-
ket has improved for municipali-
ties. No question about it,” as-
serted consultant C.C. “Bud” Grif-
fin of Warren, McVeigh & Griffin
in Newport Beach, Calif. “There
are some new excess markets for
municipalities,” he said, “and
prices are becoming more reason-
able.”

Cal Union, for example, has re-
cently started quoting on excess
insurance for municipalities “and
Bellefonte is reportedly inter-
ested,” Mr. Griffin said. Mean-
while, Admiral and First State re-
main strong municipal excess in-
surance underwriters in Califor-
nia.

Though prices are “more reason-
able, there’s not a price war,” Mr,
Griffin said. It’s just that premium
increases now reflect inflation in-
stead of underwriters’ fears of
municipal risks. “Prices are still
higher than two and three years
ago, though, when there was com-
petition for business,” he added.

The municipal liability pools
that Warren, McVeigh & Griffin

‘has consulted on are also finding

the excess insurance they need, he
noted. Of course, the pools were
formed out of desperation with the
lack of available insurance cover-
age for individual towns. Pooling
their risks provides the munici-
palities with enough of a financing
base to send them into the markets
looking for excess above the work-
ing layers of their insurance pro-
grams, he explained. .
Warren G. Van der Voort, vp of
Continued on page 46



“Somebody’s going @

Too bad Aunt Emma didn't have Project Liability insurance. But B
back in her day, building owners could never be sure if their design team was
sufficiently insured for mistakes.

Things haven't changed much. Even today, with the professional liability
insurance we pioneered, owners still can't always be sure their design teams
have adequate protection. That's why we sat down with the experts at the
Continental Casualty Co., one of the CNA insurance companies, and de-
veloped a new kind of protection for Continental Casualty insureds and their
projects.

It's called Project Liability Insurance. And it's something every smart
owner pays for in his design bucget. Just the way he pays for Performance
Bonds and Builder's Risk Cover in his construction budget. And in many cases
it costs a lot less.

/A
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- (0 pay for this!”

With Project Liability Insurance, the owner knows that the entire design
team—the architect and all his consultants—is covered for the duration of
the job and comfortably afterwards. And, more importantly, he knows the
specific limits of coverage for his project.

Look at it this way. With all the problems a job can give an owner, at
least he can be assured of errors and omissions coverage for the design team.
And if you don't think that's important, ask yourself this: When's the last time
you had one of Aunt Emma’s pies?

Victor O ~ Find out all you should know about
Project Liability Insurance today. Call
(202) 686-2850 and ask for Rich Walk,

= 5
&r“nneler 5028 Wisconsin Avenue, N.W.,, Washington,

& Companylnc. D.C. 20016
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ﬂn/ancl AND Ocean Warine

FACILITIES AVAILABLE
TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.

100 PARK AVENUE, NEW YORK, N.Y. 10017 e 212—953-0580
General Managers
NEW YORK MARINE INSURANCE CO.

— Marine Mﬁnagers —_

ARKWRIGHT-BOSTON INSURANCE COMPANY

ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL
INS. COMPANY.

EMCASCO INSURANCE COMPANY .

EMPLOYERS MUTUAL CASUALTY COMPANY

GRAPHIC ARTS MUTUAL INSURANCE COMPANY

LUMBER MUTUAL FIRE INS. CO. OF BOSTON, MASS.
MERCHANTS MUTUAL INSURANCE COMPANY
MUTUAL FIRE, MARINE & INLAND INS. CO.

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

UTICA MUTUAL INSURANCE COMPANY

Hefty increases in

i

Excess brokers average

$1.4 million

By BARBARA JEAN GRAY

© CHICAGO—TFifty-four excess/
surplus brokers -providing infor-
mation for a new Business Insur-
ance directory generated $77 mil-
lion in commissions and fees in
1977, an average of $1.4 million per
firm.

Four other firms providing infor-
mation on their operations opened
shop sometime in 1977. They
generated a total of $1.4 million in
income for an average of $355,700.

Eight firms listed began opera-
tions during 1978.

The directory (pages 50 to 61)

Fluor Corporation and The Equitable:
50 years and still flowing.

At Fluor, a prime contractor on the Alaska pipeline
job, Equitable group insurance has passed the
toughest test of all—the test of time. The reasons
are simple.

Flexibility — We grow with each client. Every plan
is designed to meet special needs. We work hard to
keep innovating and adapting.

Service—We measure ours in layers: group field
specialists give personalized local attention—backed
by Home Office support and resource staffs; service
centers and benefits-paying offices are strategically
located to provide at-hand response for smooth
planoperations and claims handling: and the bottom

with effective plan design and is sustained by
efficient claim administration.

Equitable group insurance has been a long-
standir.g asset at Fluor, and it is becoming a new-
found edvantage for even more companies. In
the last four years, The Equitable has been #1 in
sales of new group life and health insurance and
pensions (measured by new premiums and con-
siderations)—a tradition with a growing future.

To find out more about making Equitable group
coverage a working asset for your company,
contact your local Equitable representative.

layer— our insistence on the latest in computer Amaricas“1 group
technology. for the

Cost Containment— An Equitable commitment company ABLE
and major concern. We believe the best approach Ak year in a row.

is a coordinated contractholder/Equitable effort
toward the mutually agreed-upon goal. It begins

The Equitable Life Assurance Society of the United States, N.Y., N.Y.

INn revenues

lists 64 excess and surplus lines
brokers across the country who
broker property and casualty line
coverages plus a diverse assort-
ment of specialty markets, ranging
from air-supported structures to
drive-it-yourself auto rentals.

It’s designed to help detail those
brokers who find coverages for
thoserisksthat go beyond thestan-
dard markets.

The 50 firms operating in both
1977 and 1976 scored a hefty 32.5%
increase in 1977 revenues. These 50
brokers garnered $75.6 million or
an average $1.5 million per firm.

That compares to a total of $56.9
million for 1976, when the average
was $1.1 million.

Although many of the brokerage
firms listed deal exclusively in ex-
cess and surplus markets, many
also broker business in the stan-

dard markets. In 1977 excess and

surplus lines accounted for 67.3%
of the revenues of our participants
up from 62.5% for 1976.

Excess and surplus revenues
therefore meant 8% more to the
overall revenue mix of our average
participant in 1977 compared to
1976.

Commercial lines, rather than
personal lines, accounted for 90%
of the total revenues of the direc-
tory brokers, a slight increasefrom
the 1976 average of 87%. :

Asagroup,the 64 excessand sur-
plus lines brokers employ 2,323
people for an average payroll of
36.5, operating with an average of

1.4 branch offices.

The directory participants hail
from 19 states plus Puerto Rico.
New York is the best represented
state with 24 broker listings, Cali-
fornia has seven and Texas six.

Fifty percent of the firms listed
are also managing general agents
and eight have some affiliation
with Lloyd’s.

Most of the firms listed are inde-
pendently owned although several
are subsidiaries of larger corpora-
tions. Crum & Forster's J.H.
Blades is represented as is The
Continental Corp.’s Swett & Craw-
ford. A newcomer is Fireman’s
Fund Cos." Excess & Special Risk
Market Inc. And of course the
largest firm listed, Wohlreich &
Anderson, is owned by Howden
Swann, the U.S. subsidiary of
London-based Alexander Howden
Group. A

Another handful of the directory
listings are subsidiaries of larger
brokerage firms, .

Get Your
Name Off
The Routing
Slip!
Get Your
Own Personal
Copy Of
BUSINESS
INSURANCE
For Just
$15. A Full

Year.
business insurance

740 N. Rush St
Chicago, Ill. 60611
312-649-5221




Thoughtful Answers to Complex Questions

CONTINGENT
AUTOMOBILE

American Reserve Insurance Brokers

The people who deliver these answers — fast — Business is accepted through E & S brokers.
are savvy excess and surplus professionals. If you place these lines only occasionally we can
People who have the authority to make decisions direct you to a nearby wholesaler. For more
and who are not afraid to use it. People with information from the thoughtful answers people,
imagination who act rapidly and decisively. write Bob Hutchins, Executive Vice President,

And they serve you and your business American Reserve Insurance Brokers, 55 East
quickly from seven offices across the country, Monroe, Chicago, Illinois 60603.
including Hawaii. o

: erican
€Serve

The Uncommon Market
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Excess and surplus lines

Bl directory lists key information on 64 brokers

S.L. Alexander Insurance
Services

3435 Wilshire Blvd., Los Angeles,
Calif. 90010; (213) 385-7182

1977 1976
Grossrev. ...... $ 300,000 $ 220,000
Commercial bus . 100% 100%
E/Slines:....... 95% 95%
Employes ...... 12

Principal officers: Samuel Alex-
ander, president.

Branch offices:
Lakes, Calif.

Lines of specialty insurance:
product liability, directors and of-
ficers liability, oilwell, errors and
omissions, workers compensation.

Mammoth

American Foreign Facilities
Ltd.

About this directory

This directory of excess/surplus brokers was compiled by
Business Insurance associate editor Barbara Jean Gray from
information supplied by the E/S brokers. Although the infor-
mation is correct to our knowledge, Business Insurance can-
not guarantee the accuracy of the information.

16 So. Central Avenue, Valley
Stream, N.Y. 11580; (516) 872-6006

1977 1976

Grossrev. ...... $ 30,000 N/A
Commercial bus . 100% N/A
E/Slines..,..... 100% N/A
Employes .. ..

*firm established 9/77

Principal officers: Dave Haim-
son, president; George Schulz, vp;

Rhoda Haimson, secretary.

Lines of specialty insurance:
product liability, restaurants, mo-
tels, supermarkets; fine arts and
auto body shops.

America’s Insurance Center .

562 Boulevard, Kenilworth, N.J.
07033; (201) 272-6300

1977 1976

Grossrev. ...... $ 1,107,102 $ 813,971
Commercial bus . B85% 82%
E/Slines........ 40% 25%
Employes ...... 25

Principal officers: Raymond R.
Kravetz, president; Marko Popin,
vp; Arthur F. Kravetz, secretary;
Sylvia Kravetz, treasurer.

Lines of specialty insurance:
coin-op laundry package policy,
dry cleaners package policy, auto-
matic car wash package policy,
condominium directors and offi-
cers liability, clinical laboratory
malpractice, taxi fleets physical
damage.

Managing . general agent for:
G.S.W., Ambassador, Guaranty
National Insurance Co.

" Arrow Excess & Surplus

“Allied Stores Corporation’s
profits have more than doubled
1n just five years,with sales
increasing to almost $2 billion.
But our Property Insurance
rates are now lower than

ever before.”

THOMAS M. MACIOCE

President, Chief Executive
Officer, and Director of
Allied Stores Corporation.

Who are Allied’s insurance brokers?

Schiff Terhune.

Schiff Terhune provides service nation-

ally for Allied’s stores in 27 states.

Our advanced programs of insurance
coverage and Loss Control Services are
available to all our 3,000 corporate clients

coast-to- coast.

Call or write any of our offices or

contact Frank Schiff, Chairman, at

Schiff Terhune International,
100 William Street, New York,

NY 10038. 212/425-3010.

Ltd.
1: Sunrise Plaza, Valley Stream,"

N.Y. 11581; (516) 825-8188

1977 1976

Grossrev. ...... $ 110,000 $ 96,000
Ccmmercial bus . 100% 100%
E/5lines........ 50% 50%
Enployes ...... 6

Principal officers: Norman R.
Cohen, president.
Subsidiaries:

ment Corp.

B&F Special Risks Inc.

One Shell Square, Suite 4620, New
Orleans, La. 70139; (504) 566-0141

1977 1976

Budget Install-

Grassrev. ...... $ 130,000* N/A
Commercial bus . 100% N/A
E/Slines........ 100% N/A
Employes ...... T

*firm established 5/77

Principal officers: J. Pat Berry,
president; Wayne G. Forest, execu-
tive vp,

Lines of specialty insurance:
urbrellas and primary general lia-
bility for oil patch companies.

Bila/Rigg Inc.

3233 Weslayan, Suite 132, P.O. Box
22956, Houston, Texas 77027; (713)
626-3220

1977 1976

Grossrev. ..., .. $ 500,000 $ 450,000
Commercial bus . 100% 100%
E/Slines........ 100% 100%
Employes ...... 9

Principal officers: Charles W.
Bi.a, president; Marcus D. Jens-
vo.d, vp.

Lines of specialty insurance: oil.

IManaging general agent for:
Northeastern Fire, National Secu-
rity, Lloyd’s and companies,
Dcran Excess Underwriters.

J.H. Blades & Co. Inc.

P.0O. Box 22003, 3100 Eastside,
Houston, Texas 77027; (713) 526-
6551

1977 1976

Grossrev. ...... § 3,000,000 $ 1,700,000
Commercial bus . 100% 100%
E/Sines........ 95% 95%
Employes ...... 120

Frincipal officers: J.H. Blades,
chzirman and chief executive offi-
cer; R.P. Quinn, president; J.W.
Page Jr., senior vp; John N.
Molbeck Jr., vp; David L. Mayer
Jr., vp; John E. Fox, vp; G.F.
Burke, vp; Bill E. Shaw, vp.

Branch offices: San Antonio,
Texas; Tulsa, Okla.; Bermuda.

Parent company: Crum & For-
ster.

Lines of specialty insurance: oil-

The people who can
always find a way in

COLUMBUS, OHIO

THE McELROY-MINISTER COMPANY
141 East Town Street

228-5565
SEE OUR AD ON PAGE 3.




related risks.

Managing general agent for:
Continental Insurance Co.; Belle-
fonte Insurance Co.; Eagle Star In-
surance Co.; Albany Insurance
Co.; INA; others.

Blakely General Agency Inc.

4100 West 33rd, P.0O. Box 5148, To-
peka, Kan. 66605; (913) 267-1222
(Kansas WATS 800-432-2488) .
1977 1976
TOSSTeV. ...... $ 511,000 3 376,539
ommercial bus . i 39% 38%
........ 25% 21%
mployes ...... 14 .
Principal officers: Victor D.
Blakely, president; Paul A. Fla-
herty, executive wvp; Romaine
lark, vp.
Subsidiaries: West General In-
urance Co.
Lines of specialty insurance: lig-
id propane gas, anhydrous am-
monia, long haul trucking, direc-
ors and officers (banks), SMP;
homeowners.
Managing general agent for: Na-
ional American; National Indem-
nity; Minnehoma Insurance Co.;
MGIC, South Carolina Insurance
o.; Ranger Insurance,

Brokers’ Marketplace Inc.

68 Broadway, Buffalo, N.Y. 14203;
716) 842-0502 ‘
1977 1976
...... $ 540,000 $ 425,000
ommercial bus . 40% 42%
........ 51% 52%
mployes ...... 12

Principal officers: Gary L. Hoff-

an, president.

Lines of specialty insurance: mo-
orcycle and non-standard home-
OWINETS.

Managing general agent for: In-
tegrity Insurance Co.

Brokers’ Risk Placement
Service Inc.

875 North Michigan Ave., Suite
3760; Chicago, Ill. 60611; (312)
87-1200 :
1977 1976
Grossrev. ...... $14,000* N/A
Commercial bus . 100% N/A
........ 100% N/A

Employes ...... T

*firm established 5/77

Principal officers: James L.
Sandner, president; Howard J.
Lesch, secretary/treasurer;
Douglas B. Rutherford, wvp-

arketing.
. Parent company: Harold F. Hinz
0. ‘
Lines of specialty insurance:
specific and aggregate excess in A
% H, workers compensation and
nemployment compensation.

eo. F. Brown & Sons Inc.

5 E. Monroe St., Chicago, Ill.
60603; (312) 346-6400
1977 1976
TOSST@V. ...... $ 5,250,000 $ 4,375,000
ommercial bus . 100% 100%
ines........ 100% 100%
60

Principal officers: Donald E. Jef-
ers, chairman; Robert W. Bird,
president.

Branch offices: Boston, New
ork, St. Petersburg, Houston,

inneapolis, Kansas City, Los
Angeles, San Francisco, New Or-
eans, Philadelphia.

Parent company: Interstate Na-
ional Corp. )

Managing general agent for:
NA (Ill. liguor law liability);
Lloyd’s; Jefferson Insurance Co.;
others.

arnegie Insurance Service
orp.

7700 Broadwiy-, Cleveland, Ohio
4146; (216) 439-5555 (Ohio 800-362-
2411; elsewhere 800-321-9202)
1977 1976
rossrev. ...... % 561,797 $ 508,340
55% 35%
........ 25% 10%
...... 13 :
Principal officers: Alan S. Ru-
oin, president; Jeffrey J. Howe, vp.
Subsidiaries: Carnegie Insur-
Continued on following page
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E/S directory

Continued from preceding page
ance Budget Co.

Lines of specialty insurance:
truck, fire.

Colonial Excess Ltd.

55 Northern Blvd., Greenvale,
N.Y. 11548; (516) 621-6550

1977 1976
Grossrev. ...... $ 72,000 $ 50,000
Commercial bus . 100% 100%
E/Slines........ 1009 100%
Employes ...... 6

Principal officers: Charles M.
Tarone, president; Kay Tarone, vp
and secretary.

Managing general agent for:

Lines of specialty insurance: lay-
ered property programs.

Day, Webb & Taylor Inc.

1017 S. Gaylord St., Denver, Colo.
80209; (303) 778-0100

1977 i 1976
Grossrev. ...... $ 1,456,000 $ 1,150,000
Commerc:al bus . 70% T0%
E/Slines........ 20% 15%
Employes ...... 37

Principal officers: Robert W.
Webb; president; H. -Howell-Tay-

Seattle.

Lines of specialty insurance:
auto rental, mortgage company
forced order.

Managir.g general agent for: vari-
ous.

Delta Special Risks Agency

4801 Woodway, P.O. Box 2045,
Houston, Tex. 77001; (713) 621-
8650

1977 1976
Grossrev. ...... $ 1,850,000 § 1,575,000
Commercial bus . 75% 75%
E/Slines........ 10% 5%
Employes ...... 27

Principal officers: Avrohm I. Wi-

secretary-treasurer.

Parent company: Delta General
Agency Corp.

Lines of specialty insurance:
jewelers’ block, umbrellas.

Managing general agent for:
Delta Lloyds Insurance Co.; Jeffer-
son Insurance Co. of N.Y.; Na-
tional Union Fire Ins. Co.; Great
Southwest Fire Insurance Co.;
Lincoln Insurance Co.

Eastern Excess & Surplus
Ltd.

515 Rockaway Ave., Valley

Stream; N.Y. 11581;'(212) 276-3880 -

Commercial bus . 100% 100%
E/Slines........ 100% 100%
Employes ...... 3

Principal officers:
Berk, president.

Seymour

Eastern Risk Managers Ltd.

127 John St., New York, N.Y.
10038; (212) 425-3100

1877 1976
Grossrev. ,...., $ 688,800 $ 260,000
Commercial bus . 100% 100%
E/Slines........ 90% 90%
Employes ...... 6

Principal officers: Alan R. Ruf,

_president; John J. Vogel, vp.

lor, vp; J. Emmett Taylor, secre- senberg, president; Donald A. or (516) 825-2256 y
tary-treasurer. King, executive vp; Richard C. : 1571 s The Excess & Special Risk
Branch offices: Los Angeles, Cantella, vp; Irving Pozmantier, Grossrev. ...... $ 35,000 s 25000 Market Inc.

Lloyd’s of London and other com-
panies.

Connecticut Underwriters
Inc.

329 Main Street, Portland, Conn.
06480; (203) 342-0713

1977 1976
Grossrev. ...... $ 900,000 $ 800,000
Commercial bus . 90% 90%
E/Slines........ 50% 50%
Employes ...... 11

Principal officers: H.J. Stone Jr.,
president and treasurer.

Managing general agent for:
North East Fire, Western World In-
surance Co.

Crump-Babcock
Underwriters Inc.
11128 John Galt Blvd., Omaha,

Neb. 68137; (402) 592-2200 or (800)
228-2603

1977 1976
Grossrev. ...... under $500,000* N/A
Commercial bus. 100% N/A
BISHnes oo 75% N/A

Employes ..,
*firm established 1/77

Principal officers: George Bab-
cock, president; Kenneth Coon,
underwriting manager; Susan Ma-
tousek, asst. underwriting man-
ager.

Managing general agent for:
Great Southwest, Western World,
Lloyd’s.

Frank Crystal & Associates
Inc.

61 Broadway, New York, N.Y.
10006; (212) 344-2444

1977 1976
Grossrev. ...... $ 610,000 $ 285,000
Commercial bus . 98% 90%
E/Slines........ 8% 90%
Employes ...... 9

Principal officers: I. Frank Crys-
tal, chairman; James W. Crystal,
president and chief executive offi-
cer; Jerome D. Lubin, vp; Steven
L. Grossberg, vp

Parent company: Frank Crystal
& Co. Inc.

The people who can
always find a way in

SEATTLE

are
LA BOW, HAYNES COMPANY, INC.
2500 Seattle First
National Bank Building
233-1400

SEE OUR AD ON PAGE 3

oL nev .ALL—CLEAR
° air : 'r&na policy. It spells

: -in pla.'n English—exactly what

: coverage you have and gives you more
coverage than ever before.

s an actual example, taken mtacf
fro 1 our printed policy: ,
hysical Damage Coverage
is coverage, we’ll cover

sk of -al loss or

to your ra.fr.both while it'’s on
i und and while it's in flight. A fix
win af::c:raft is m fhght fnom the t: ,e it

in flight while its rotors are in motion as
a result of engine power or autorotation.”
What we’ll pay

“If your aircraft is a total loss we’ll pay
you the amount shown on the Coverage
Summary page for your Aircraft Physical
Damage L:mn‘ less any deductible

that applies.”

Your Liability Coverage

“Combined coverage for bodily injury
and property damage. If you have this !
coverage we'll pay claims for bodily |
injury, mental anguish and damage to
someone else’s property resulting from
the ownership, mamtenance or use

of fhe aircraft.”
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3333 California St., San Fran-
cisco, Calif. 94119; (415) 929-2548

1877 1976
Grossrev. ...... N/A* N/A
Commercial bus . N/A N/A
E/Slines........ N/A N/A
Employes ......

*firm established 11/77

Principal officers: Myron Du
Bain, chairman and chief execu-
tive officer; Robert P.J. Cooney,
senior vp and secretary; Bartlett T.
Grimes, senior vp and treasurer.

Branch offices: Los Angeles,
Chicago, San Francisco and North
Jersey.

Parent company:
Fund Insurance Co.

Managing general agent for:
Hannover Reinsurance and A.G.
Belge.

Fireman's

Excess and Surplus Lines
Insurance Brokers Inc.

3440 Wilshire Blvd., Suite 615, Los

Angeles, Calif. 90010; (213)
487-4545

1977 1976
Grossrev. ...... $ 180,000 $ 100,000
Commercial bus . 22% 25%
E/Slines........ 78% 75%
Employes ...... L}

Principal officers: Douglas E.
DeLano, chairman, vp and secre-
tary; Jerry C. Boyer, president and
treasurer.

Lines of specialty insurance:
umbrellas.

EXSURE Inc.
100 Constitution Plaza, Suite 364;

EXCESS/SURPLUS

Hartford, Conn. 06103; (203)
525-6636

1977 1976
Grossrev. ...... N/A* N/A
Commercial bus . N/A N/A
E/Slines........ N/A NIA
Employes ... 6

*firm established after 1/78

Principal officers: M. Norman
Kemp, president; David Huit, sec-
retary.

Parent company: The Plaza
Corp.

Managing general agent for:
Bellefonte Insurance Co.

Fenchurch Risk Managers

Ltd.

Wall Street Plaza, New York,N.Y.
10005; (212) 425-7788

1977 1976
Grossrev. ...... N/A* N/A
Commercial bus . N/A N/A
E/Sknes........ N/A N/A
Employes ......

*firm established after 1/78

Principal officers: Joseph M.
Steinberg, president; Robert J.
Wasserman, vp.

Branch offices: Rahway, N.J.

Arnold J. Flegenheimer inc.

275 Warner Ave., Box 1367, Roslyn
Heights, N.Y. 11577; (212) 762-5580
or (516) 621-4115

See, every word is easily understood.

confusing language.

e

hure describing our ALL-CLEAR

Every sentence comes across clearly and
simply with no hidden meanings or

But we didn't stop with language alone.
We also added more coverage to give
more value for every insurance dollar.

policy in more detail is free for the
asking. Simply complete this coupon and
send it to: USAIG, Advertising Dept.,

110 William Street, New York,

; Address

City /State/Zip

HOUSTON ¢ LOS .

URITED STATES AIRCARAFT INSURANCE GROUP.
NEW YORK © ATLANTA » BOSTH

Brv mnare fasbe stvnla B aae ooy ok

1977 1976
Grossrev, ...... $ 250,000 § 220,000
Commercial bus . 80% 90%
E/Slines........ 10% 10%
Employes ...... 6

Principal officers: Arnold J. Fle-
genheimer, president; Amalie M.
Flegenheimer, secretary-treasurer.

Lines of specialty insurance: er-
rors and omissions, product liabil-
ity.

Forest Products Agency Co.
Inc. (For Pac)

88 Palmer St., Norwich, Conn.
06360; (203) 889-2686

1877 1976
Grossrev. ...... $ 58,000 $ 48,000
Commercial bus . 100% 100%
E/Slines........ 80% 25%
Employes ...... 8

Principal officers: Ernest E.
Poore, president; Leslie H. Young,
vp; R. Gary Young, secretary-
treasurer.

Lines of specialty insurance: for-
est products.

Gross Excess Lines Ltd.

580 Fifth Avenue, New York, N.Y,
10036; (212) 757-7040

1877 1976
Grossrev. ...... $ 50,000* N/A
Commercial bus . 100% N/A
E/Slines. ..... 0 100% N/A
Employes ......
*firm established 4/76
Principal officers: Jack M.

Gross, chief operating officer.

Lines of specialty insurance; fi-
nancial, including bonds, and full
services to lenders.

H&W Insurance Services

16255 Ventura Blvd., Encino,
Calif. 91436; (213) 990-3040

1977 1976
Grossrev. .,.... $ 2400000 $ 960,000
Commercial bus . 99% 99%
E/Slines........ 100% 1009
Employes ...... 59

Principal officers: Joseph F.
Weckerle, president; David R.
Hoskins, executive vp.

Branch offices: Atlanta, Chi-
cago, Los Angeles, Philadelphia,
Miami, Pittsburgh, San Francisco.

Parent company: Hoskins &
Weckerle.

L.E. Harris Agency Inc.

1511 K Street, N.W., Washington,
D.C. 20005; (202) 393-4200

“ 2 1977 1976
Gregsrev. ...... $ 1,574,493 $ 466,488
Commercial bus . 100% 100%
E/Slines........ 95% 80%
Employes ...... 17

Principal officers: David A. Rif-
fert, executive vp; J.J. Harris,
secretary-treasurer; Nicholas
Taube, vp.

Branch offices: Baltimore,

Lines of specialty insurance:
product liability, professional, di-

Continued on following page

The people who can
always find a way in

CHICAGO

MACK & PARKER, INC.
209 South LaSalle Street

346-1221
SEE OUR AD ON PAGE 3
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Ever see an Osterclix?

Tough markets—unrealistic pricing and complete
withdrawal from the market by manv insurance

; companies have caused a lot of agents to look like
‘ the “Osterclix’* that just lost his largest account!
: ,..vﬁﬂ-— We'd like to work on your major accounts with you to
determine the feasibility of:
® High Deductibles

* Captive Insurance Company

e Participating Retro Programs

e Layered and other high value property insurance
. programs

> ._yP.S. These are for the biggies. For instance, a minimum
deductible of $100.000 is normally involved.

qul Eob Gruwell

Beech Street Insurance Services
BEECH STREET AT 6TH AVENUE, SAN DIEGO, CA 92101
TELEPHOMNE: 800-854-2234 OR 800-854-2294

E/S directory . . .

Continued from preceding page
rectors and officers liability, um-
brella. .

Managing general agent for: Jef-
ferson of New York; National In-
demnity; North East; U.S. Liabil-
ity; Lloyd’s correspondent.

High Risk Excess Corp.

Empire State Building, Suite
1302, New York, N.Y. 10001; (212)
736-3638

1977 1976
Grossrev. ...... $ 430,000 $ 345,000
Cammercial bus . 98% 98%
E/Slines........ 50% 60%
Employes ...... 8
Principal officers: L.F.

Gershuny, president; L. McGetti-
gan, secretary and treasurer.
Branch offices: Valley Stream,
N.Y.
Subsidiaries: Maguire Agency

Inc.

CALIFORNIA: 800-522-1533

How to shop
for self insurance

Arthur J. Gallagher & Co., for more than 20 years
the leading specialist in self insurance administration,
~presents a brief guide.

T Look For:

e Experience in placing the excess insurance package in the World Markets. All excess
writers aren’t the same; carriers change regularly. - :

® A claim service organization capable of handling all lines, casualty and property.

e A Broker and Service Organization who can install and service a Self Funded
Employee Benefit program. -

e A Broker who can qualify you as a self insurer in the various states in which you operate.
It's not easy; there is no simple form. Using a beginner can be costly and waste time.

e Total E.D.P. flexibility to fit your needs. After all, you are the customer. You want to
diagnose your costs, not add to them. You should be able to design what you want.

e A Broker who has worked with Captives and who can help you establish yours.

e Experienced one-source accountability for all self insurance functions.

Look Out For:

“Canned” self insurance plans that do not fully meet your requirements.

A Service Fee based on the dollar amount of the claims incurred.

A Service Fee that doesn’t provide for the Run Off if you should choose to leave.
Inspection Service masquerading as loss control service. There is a big difference.
Adjusters with heavy case loads.

A Service Fee based on the number of claim files opened.

Late and untimely E.D.P. reports.

A Service Organization with experience in only one line of coverage.

One final suggestion. When you investigate self insurance in depth, include the counsel of
Arthur J. Gallagher & Co. In 1977, we handled more than 59,000 losses for our self insured
clients and administered claim funds in excess of $44 million.

Arthur J. Gallagher & Co. invites you to call for further information about self insurance.

ARTHUR J. GALLAGHER & CO.

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

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

For more facts circle 30 on reply card

Lines of specialty insurance:
leased and rented fleets.

Horan, Goldman Companies
Inc.

Twe Bryn Mawr Ave., Bryn
Mawr, Pa. 19010; (215) 527-4400

1977 1976
Grossrev. . ..... $ 1,240,000 $ 950,000
Commercial bus , 97% 95%
E/Slines........ 100% 100%
Employes ...... 42

Principal officers: William Gold-
man, president; Victor D. Gior-
dano, executive vp; Stanley Pus-
tilnick, vp and treasurer; Mary Ma-
rines, vp and secretary; John W.
MecCabe, vp; Sally McCosker, vp;
Thurston (Joe) Millett, vp.

Branch offices: Cherry Hill, N.J.;
Baltimore, Md.; Concord, N.H.;
New York City.

Subsidiaries: H.G. Managers
Inc.

Managing general agent for: Jef-
ferson Insurance Co.; U.S. Liabil-
ity Insurance Co.; Cal-Union In-
surance Co.; Excess Insurance Co.
Ltd.; National Indemnity Co.

IWest Insurance Managers
Inc.

P.0. Box 1651, Stockton, Calif.
95201; (209) 948-0555

1977 1976
Grossrev. ...... $ 2,250,000 $ 1,500,000
Commercial bus . 90% 90%
E/Slines........ 100% 100%
Employes ...... 80

Principal officers: Bob Stahl,
president; Jim Bradley, executive
vp; Warren Stanley, vp; Howard
Brown, chief financial officer; M.
Horrigan, secretary.

Branch offices: Portland, Ore.;
San Francisco, Encino, Fresno and
San Diego, Calif.; Denver; Seattle.

Lines of specialty insurance:
product liability, aviation.

Managing general agent for:
Covenant Mutual Insurance Co.;
Western World Insurance Co.;
Lloyd’s Binding Contract; Illinois
Employers of Wausau; Lincoln;
Chicago; Great American Surplus
Lines; St. Paul Surplus Lines and
others. .

Jaquin Excess Inc.

614 South Salina St‘., Syracuse,
N.Y. 13202; (315) 471-8329
1977 1976

Grossrev. ...... $ 114,295 $ 102,459
Commercial bus . 99% 99%
E/Slines........ 10% 10%
Employes ...... 3

Principal officers: Robert F. Ja-
quin Jr., president and treasurer;
Robert F. Jaquin, vp; Louisa
Morgan, secretary.

Lines of specialty insurance:
commercial physical damage, ar-
chitects professional liability.

Walter Kaye Associates Inc.

122 East 42nd Street, New York,
N.Y. 10017; (212).867-0012

1977 1976
Grossrev. ...... $ 5,600,000 $ 4,600,000
Commercial bus . 95% 95%
E/Slines........ 22% 18%
Employes ...... 138

Principal officers: Walter Kaye,
president; Lawrence Greenfield,
executive vp; Howard Kaye, senior
vp; Marc Silverman, senior vp.

Branch offices: Beverly Hills,
Calif.; Chicago.

Subsidiaries: Walter Kaye Corp.
of California; American Adminis-
trators Corp.

Parent company: The Kaye
Group Inc.

Lines of specialty insurance:
medical malpractice, product lia-
bility and aggregate deductible
programs.

Managing general agent for: U.S.
Life Insurance Co.; Kemper Insur-
ance Cos.

Landmark Management

| Corp.

1515 Calssen Bivd., Box 676, Okla-
Continued on page 56



Endorse your U.S. policy
at your ownrisk.

executives to the Middle East. While there
a plant accident hospitalized the executive.
Who would he turn to for help who knew
the language, the doctors, or could provide
needed services immediately ?

Example: One last example. In South
America, a consumer brings a complaint
against a U.S. company which has its

If you have exposures abroad and are
endorsing your U.S. domestic policies, you're
taking an unnecessary risk. Here’s why.

Example: Assume a manufacturer
wanted to sell his product in Europe but
manufacture it in the U.S. and planned to en-
dorse the domestic product liability policy for
worldwide coverage. Should the product’s

failure be the cause of a
lawsuit, the foreign coun-
try’s non-admitted laws,
which may call for in-
surance,would be violated
and the company could be
in danger of losing an im-
portant market, the suit,
or both.

Example: Or assume

a U.S. manufacturer
wanted his domestic
general liability policy en-
dorsed worldwide. And
assume his salesman was

demonstrating the product
in a remote factory in the

Far East and inadvertently
injured an employee. Without having local
facilities, it would take several days before a
posted and the salesman be

bond could be
permitted to leave.

Example: Or suppose a U.S. manufac-
turer was covered by the workmen’s compen-
sation laws of his state and sent one of his able

domestic liability policy
endorsed. Obviously it
would take some time for
the insurer to locate
facilities, to investigate
the claim, obtain legal
counsel and protect the
insured. In the mean-
time, the consumer’s at-
torney, noting the com-
pany was foreign and
could walk away from the
case, could obtain a court
order to impound the
company’s merchandise
until the claim was settled.
You can avoid these

: hazards by doing what
90 of the top 100 U.S. companies
operating abroad do. Insure with AFIA.

AFIA has offices and claims facilities

in every part of the world because in

policy.

COME TO AFIA.

foreign insurance, there’s more to pro-
tection than endorsing a U.S. domestic

THE WORLD'S INSURANCE COUNTRY.

I

2
=
iz

——— WORLDWIDE INSURANCE World Headquarters: 1700 Valley Road « Wayne, N.J. 07470
U.S. branch offices: New York « Chicago + Cleveland « Dallas « Houston - Los Angeles « Miami « San Francisco » Seattle » Wash., D.C.

For more facts circle 1 on reply card



56 / business insurance, September 18, 1978

E/S directory . . .

Continued from page 54
homa City, Okla. 73101; (405) 521-
9911

1977 1976
Grossrev $ 1,400,000 $ 1,100,000
Commercial bus . 80% 80%
E/Slines..... 100% 100%
Employes ia 45

Principal officers: William E.
Thompson, president; Charles C.
Caldwell, executive vp; Marilyn M.
Thompson, secretary.

Branch offices: Wichita, Kan.;
Scottsdale, Ariz.; Helena, Ark.;
Dallas, Tex.

Subsidiaries: Joe B. Fears Gen-
eral Agency Inc.; Landmark Man-
agement Corp. of Arizona.

Parent company: Landmark In-
surance Group Inc.

Lines of specialty insurance:
long haul truck and non-standard
property and casualty.

Managing general agent for: Na-

tional American Insurance Co.;
Southeastern Fire Insurance Co.;
Landmark American.

Lawrence Excess Ltd.

8 Freer St., Lynbrook, N.Y. 11563;
(212) 961-8600 or (516) 887-7600

1977 1976
Grossrev. . $ 1,350,000 $ 850,000
Commercial bus . 65% 35%
E/Slines ... . ... 55% 40%
Employes . ... 55

Principal officers: Richard L.
Wolf, president; Walter S. Groden,
executive vp; Helen S. Wolf,
secretary-treasurer.

Subsidiaries: David C. White
Agency Inc.; BVI Insurance Ltd.

Parent company: Wolf, Wolf,
Groden Litd.

Lines of specialty insurance:
auto, garage, buffers.

Managing general agent for:
Guaranty National Insurance Co.;

Northeastern Fire Insurance Co.

Bernard W. Levmore Co.
Inc.

2 W. 46th St., New York, N.Y.
10036; (212) 840-2280

1977 1976
(}I‘rsss rev. ...... § 1,000,000+ & 1,000,000+
Commercial bus 95% 95%
E/Slines . T T0% 65%
Employes ...... 78

Principal officers: Bernard W.
Levmore, president.

Lines of specialty insurance:
Jjewelers and furriers block: an-
tigue dealers; shipments of high
value; cargo.

McAlear Associates Inc.

2610 Buchanan S.W., Wyoming,
Mich, 49509; (616) 247-0561

1977 1976
GTossTeV, . .. $ 1,809,000 § 1,055,000
Commercial bus . 100% 100%
BYS IE0€8 v ziv oo 100% 100%
Employes ...... 19
Principal officers: Charles A.
McAlezr, president; James F.

Langan, vp; Thomas Bloom, vp;
Ralph Leistner, vp; Peter S. Da-
mon, vp.

Robert Mack United Inc.

124 East 39 St., New York, N.Y.
10016; (212) 725-0505

1977 1976
Grossrev, ....... $550,000* N/A
Commercial bus. .. 100% N/A
E/Slines.... ... 10% N/A
Employes . ... 10

*firm established after 12/76

Principal officers: Philip M.
Schlussel, chairman and presi-
dent; Alan M. Mack, executive vp.

Parent company: United Cover-
age Consultants Inc.

Lines of specialty insurance:
long haul truck.

Michelotti Facilities Inc.

277 Broadway, New York, N.Y.
10007; (212) 233-2667

1977 1976
Grossrev. ,..... $ 100,000+ $ 100,000+
Commercial bus . 100% 100%
E/Slines....... 30% 30%

TALK OF THE TOWN...RLR

Maximum Funding Flexibility

Full Selection of Retirement Ages

Safe, Sheltered Transfer of Funds at Retirement

Attractive, Concise Coniputer Mlustrations

Same Services Available for Groups of
Nine or Less and Ten or More -

There is a difference in Retired Lives Reserve.
Globe Life can provide you with the competitive
edge. For more details, call toll-free 800-621-
2177 orsend your business card to:

Globe Life Insurance Company
Stanton W. Todd. I, Vice President

222 N. Dearborn
Chicago. lllinois 60601

GLOBE LIFE INSURANCE COMPANY
A RYAN INSURANCE GROUP Company

Employes o4 3

Principal officers: Thomas Mi-
chelotti, president.

Lines of specialty insurance: pri-
mary containerinsurance, workers
compensation, buffer layers.

Managing general agent for: Na-
tional Union Insurance Co.; Colo-
nial Assurance Co.

:Vlid-Continent Underwriters
nc.

700 Whitney Building, New Or-
leans, La. 70130; (504) 581-5597

1977 1876

Grossrev % 3,049,643 $ 1.828.207
Commercial bus 100% 100%
E/Slines,....... 50% 50%
Employes ..... 36

Principal officers: Dorothy S.
Hirsch, chairman; Donald V. Or-
gan, president; Robert J. Ewart,
vp; James C. Farrell, vp.

Lines of specialty insurance:
package programs, marine.

Managing general agent for:
North-West Insurance Co.

Midtown Risk Specialists Inc.

1230 Avenue of the Americas, New
York, N.Y. 10020; (212) 975-0975

1977 1976
Grassrev., § 1,450,000 $ 1,000,000
Commercial bus 100% 100%
E/Slines. . ...... 100% 100%
Employes ...... 20

Principal officers: Warren C.
Benn, president; Patrick Whalen,
vp; Ed Ilic, asst. vp; Stanley Ku-
lesa, asst. vp.

Branch offices: Rochester, N.Y.

Parent company: National
Union Insurance Co.

;Vlontgomery & Montgomery
nc.

111 Fulton St., New York, N.Y.
10038; (212) 285-0600

1977 1976
Grossrev. ...... $ 1,207,744 $ 1,179.599
Commercial bus . 80% 80%
E/fSlines........ 5% 5%
Employes ...... 30
Principal officers: David B.

Montgomery, president; Lawrence
E. Brown, Robert A. Nolan, How-
ard E. Smith, vps; Ruthwin Sam-
uels Jr. and Luis Valves, asst. vps.

Branch offices: Los Angeles.

Lines of specialty insurance:
product liability, bankers blanket
bond.

North Island Excess &
Surplus Corp.

1295 Northern Blvd., Manhasset,
N.Y. 11030; (516) 365-7440

1977 1976
Grossrev. ...... $ 323,000* N/A
Commercial bus 95% N/A
E/Slines........ 100% NIA
Employes ...... 8

*firm established 12/76

Principal officers: Michael A. Or-
lando, president; John M. Pidoto,

The people who can
always find a way in

PHOENIX

are
OLLIVER / PILCHER
AND ASSOCIATES

3033 N. Central Ave.,213-EM
277-5703
SEE OUR AD ON PAGE 3
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vp; Shirly Chadwick, asst. secre-
tary.

Frank Perfetti Inc.

1544 Union St., Schenectady, N.Y.
12309; (518) 393-2124

1977 1976
Grossrev. ...... $ 1,250,000 $ 575,000
Commercial'bus . 98% 95%
EiSlines........ 0% 10%
Employes ...... 4

Principal officers: Frank Per-
fetti, president.

Branch offices: Troy and Syra-
cuse, N.¥.

Lines of specialty insurance: res-
taurants and taverns.

Managing general agent for:
Great Atlantic, z

Pike Incorporated

7011 Harwin, Suite 190, Houston,
Texas 77036; (713) 781-90%0

1977 1976

Grossrev. ...... $ 345,000 $ 307,000
Commercial bus . 100% 100%
E/Slines........ 100% 100%
Employes ...... 8

Principal officers: John Van Os-
dall, president; Anthony Koppel,
senior vp; Ron Price, vp.

Parent company: ANCO Corp.

Managing general agent for:
Sphere Insurance Co.

R R S Associates Inc.

18 John St., New York, N.Y. 10038;
(212) 233-4243

1977 1976
(Grossrev. ...... $ 85,000 $ 65,000
Commercial bus . 100% 100%
EiSlines........ 100% 100%
Employes ...... 4

Principal officers: Robert R.
Spering, president.

Branch offices:
N.J.

Lines of specialty insurance:
buffers.

Rhulen Special Risks Inc.

217 Broadway, Monticello, N.Y.
12701; (914) 794-8000 or WAT'S 800-
431-1270

Middletown,

1977 1876
Grossrev. ...... NIA* N/A
Commercial bus . N/A N/A
E/Slines........ NIA N/A
Employes .....

*firm established 1/78

Principal officers: Jesse M. Far-
row, president; Edmund L.
Bartholomew, executive vp; Peter
L. Rhulen, secretary-treasurer,

Parent company: Rhulen
Agency Inc.

Lines of specialty insurance: un-
protected fire,

Mark Robis Surplus Line
Broker

220 Bush St. #552, San Francisco,
Calif. 94104; (415) 434-3937

1977 1976
Grossrev. ...... $ 90,000 $ 120,000
Commercial bus . 100% 100%
E/Slines,....... 100% 100%
Employes ...... 2

Principal officers: Mark Robis,
president.

Lines of specialty insurance:
workers compensation, medical.

Scarborough and Company

222 N. Dearborn St., Chicago, Il
60601; (312) 855-3110

1977 1976

Grossrev. ...... $ 4,300,000 $ 3,300,000
Commercial bus . 100% 100%
E/Slines........ 10% 10%
Employes ...... 70

Principal officers: Edward N.
Murray, president; Warren Geary,
vp special risks; Robert
Marshman, vp marketing; Robert
Stearns, vp claims; Michael Ar-
now, treasurer.

Parent company: Ryan Insur-
ance Group Inc.

Lines of specialty insurance: fi-
nancial institution insurance.

Managing general agent for: Em-
ployers Mutual Liability Insurance
Co. of Wausau.

Ralph Schram Inc.

P.O. Box 5228, 4435 “Q” Street,
Lincoln, Neb. 68505; (402) 483-2991
Telex 48-4363

1977 1976

Grossrev, ...... $ 510,000 $ 300,000
Commercial bus . 95% 85%
E/Slines ... B5% 85%
Employes ...... 12
Principal officers:  Ralph
Schram, president; Gloria J.

Nelson, vp; Fred L. Bovee, trea-
surer; Kenneth R. Baker, asst. vp;
Karen J. Metzger, asst. vp.

Subsidiaries: Lincoln Insurance
Center Inc.

Lines of specialty insurance:
malpractice, professional liability,
product liability. -

Managing general agent for:
Guaranty National, Union Insur-
ance Co.; Casualty Indemnity Ex-
change; Northeastern Fire Ins.

Seaboard Underwriters Inc.

262 E. Morehead St., Burlington,
N.C. 27215; (919) 226-4422

1977 1976
Grossrev. ...... $ 2,230,000 § 1,763,000
Commercial bus . 100% 100%
E/Slines........ 1% 20%
Employes ...... 48 i

Principal officers: Donald R.

EXCESS/SURPLUS

Sandgren, president; J. Phillip Ho-
gan, executive vp and treasurer;
Joe Simnor, vp underwriting;
Bernard Brooks, e/s (Burlington).

Branch offices: Chicago, Hous-
ton.

Subsidiaries: .Seaboard Under-
writers Agency Inc.

Parent company: Penn General
Agencies Inc.

Lines of specialty insurance:
long haul truck.

Managing general agent for:
Bankers & Shippers Insurance
Co.; First State Insurance Co.;
Firemen’s Fund Insurance Co.;
Lloyd’s contract holder.

Thomas F. Sheehan Inc.

460 South Northwest Highway,
Park Ridge, I11. 60068; (312) 696-
3366

1977 1976

Grossrev. . ..... N/A® N/A
Commercial bus . N/A NIA
E/Slnes........ N/A
Employes ...... 18

*firm established 2/78

Principal officers: Thomas F.
Sheehan, president; R.H. Chan-
darana, executive vp; J.F. Whit-
aker, vp and treasurer.

Lines of specialty insurance: er-
rors and omissions.

Managing general agent for: Im-
perial Casualty & Indemnity; Pine
Top Insurance.

Skanco International Ltd.

8100 East Indian School Road,
Scottsdale, Ariz. 85251; (602) 994-
0440

1977 1976
Grossrev, ...... NIA® N/A
Commercial bus . N/A N/A
E/Slines........ N/A NiA
Employes ...... 6

“*firm established 9/77
Principal officers: T.C. Ander-

son, president; Andrew M. Berry,
vp; T. Curtis Anderson III, vp.

Lines of specialty insurance:
commercial auto and professional
liability.

Managing general agent for:
Paxton National; Commercial
Standard; Bankers Standard; Jef-
ferson.

South Continental Insurance
Agency Inc.

P.0. Box 2992, Old San Juan,
Puerto Rico 00903; (809) 723-1279

1977 1976
Grossrev, ..., .. $ 1,500,000 $ 1,250,000
Commercial bus . 85% 85%
E/Slines........ 23% 20%
Employes ...... 63

Principal officers: Walter Four-
nier, chairman; Frank W. Fournier,
president; Charles C. Carr, vp.

Lines of specialty insurance: er-
rors and omissions, directors and
officers liability, events and
amusements.

Southwest Surplus Agency
Continued on page 60

Committed...

In nature, commitment is the decisive action required for survival.
In excess and surplus lines, commitment is the necessary ingredient for successful performance.

Minneapolis
612/333-0361

Bismarck
701/223-1112

The Crowther People . .

. strongly committed to

solving your excess and surplus lines problems.

Crowther
People 265

Des Moines
515/243-1221

Billings
406/248-7183

‘Omaha
402/393-2040

Boise
208/336-7131

For mare facts circle 20 on reply card

Sioux Falls
605/336-0960

Madison
608/271-6500
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Kidnap attempts on corporate executives
are increasing abroad and are causing growing

concern in the United States. Under some cit-
cumstances, defensive measures may be re-

quired.

A brief review by INA of an insurance topic
of interest to business executives.

With kidnapping and extor-
tion on the rise around the world,
American executives have be-
come frequent targets of this form
of violence. Some attempts are
made by groups seeking social

upheaval, while others are purely

and simply the work of criminals.

According to the CIA, more
than 40% of the 232 terrorist-
connected kidnappings reported
since 1970 have involved busi-
nessmen. Almost all of them have
taken place in Europe and Latin

America, with one out of five of
the businessmen being Ameri-
cans. Ransom demands may be
for millions of dollars—in a re-
cent year in Argentina alone, U.S.
business is believed to have paid
over $90 mi'lion to kidnappers.
In Italy and Argentina, kidnap-
ping has reached epidemic pro-
portions and it has become a
growing problem in many other
countries.

Although the rash of kidnap-
pirgs has nct yet spread to the

United States itself, U.S. firms
are increasingly being forced to
confront this possibility. Ameri-
can companies now spend $7.1
billion annually on security at
home and abroad—more than
double the amount spent five
years ago. One specialist in the
field estimates that 80% of large
U.S. firms have either started
executive protection programs or
are considering doing so. And
makers of armored vehicles and
surveillance systems, as well as
schools teaching evasive driving

(to foil kidnappers) are also ex-

periencing a small boom.
Exposed plant managers

Of all executives, the man-
ager of an overseas plant of a U.S.
based company is one of the most
susceptible to kidnap attempts.
That’s because he is a convenient
on-the-spot symbol of the com-
pany. However, the executive who




is traveling canalso be a tempting
target, particularly if he publicizes
his travel plans and leads a too.
visible lifestyle.

But businessmen generally,
both in this country and abroad,
can apply defensive measures to
protect themselves, The key pre-
scription is: keep a low profile
and avoid a set routine. A low
profile involves staying out of the
limelight to the degree practic-
able; avoiding the use of con-
spicuous limousines and easily
identified company planes at re-
moteairports; being uncommunj-
cative about personal and family
atfairs (for example, in publicity
interviews),

If an executive has reason to
think he may be under survejl-
lance, he should contact law en-
forcement officials. In addition,
he should employ such tactics as
going to work by different routes
each morning and varying the
times at which he leaves the office
each day. He should avoid dining
out on the same night every week,
particularly at the same restay-

rant, and should otherwise resist
familiar patterns of behavior.
And at all times he should keep
in close touch with his business
associates and family,

Training for crisis

Beyond this, some security
officials recommend that a com-
pany create a crisis management
teamconsisting of upto ten execy-
tives from different parts of the
company.

The team would study all
aspects—legal, financial, secu-
rity, personnel and public relations
—of kidnap and terrorists attacks
and would formulate detajled
plans for handling them. The
objective is to prepare the com-
panytoemploy management skills
in such situations, rather than
relying on intuition or emotional
responses.

In addition to defensive meas-
ures, most companies should
probably consider insurance
against this multimillion-dollar
threat. ‘

Broad insurance coverage

LR & ;‘.‘m
b VeRRRAERIEL
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Psst—your ego is showing

The executive who Sports an easily identi-
fied “prestige” license plate may juse
possibly be getting more recognition
than he bargained for. Such plates
can serve the purposes of ransom
artists admirably.
And corporate parking spaces
g ¢mblazoned with an executive’s
b name can also provide a tipoff
as to the whereabouts of Mr. Big.

For more facts circle 39 on reply card

against kidnap and extortion
threats is available to business—
in fact, kidnap insurance has been
written since the Lindbergh ab-
duction in 1932, Coverage can
include directors, officers and al]
employees worldwide, together
with members of thejr familjes,
and can provide indemnity for
both corporate and personal as-
sets. Cooperation with the police
is a condition of the insurance and
its existence must be kept secret.

The Insurance Company of
North America, one of the INA
companies, is among the insurers
providing kidnap and ransom coy-
erage and counsel,

* % %

The Insurance Company of
North America was founded in
1792 in Independence Hall, Phil-
adelphia. Today it is the largest .
component of INA Corporation’s
international network of insur-
ance and financial services com-
panies. In property and casualty
insurance and risk management
services, life and group insurance,
health care management, and in-
vestment banking, INA and its
affiliatedcompaniesofferaum'que
combinationof products and serv-
ices to business and industry
around the world,

INA insurance products and
services are available through se-
lected independent agents and
brokers. For an informative book-
let on current trends in executive
security, write INA Corporation,
1600 Arch Street, Philadelphia,
Pa. 19101.

ININ

The Professionals
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E/S directory . . .

Continued from page 57
6044 Gateway East, P.O. Box 9187,
El Paso, Tex. 79983; (915) 779-3651
1977 1976
$ 6 % 505,000
: 1 0ot

Principal officers: Don Litch-
field and Jim Driscoll, partners.

Lines of specialty insurance: rec-
reational vehicles, Texas substan-
dard private passenger auto, long
haul truck.

Managing general agent for:
Great Southwestern Fire; Guar-
anty National Insurance Co.; Fore-
most Insurance Co.; Northeastern
Fire Insurance Co.; Lloyd’s corre-
spondent.

Special Underwriters
Agency Inc.

122 Main Building, Milford, Ohio
45150; (513) 831-7475

1977 1976

liams, chairman; George L.
Garlesky, president; John C.
Daugherty, vp.

Subsidiaries: Specialty Under-
writers Agency Inc. (of Kentucky).

Lines of specialty insurance:
trucks and miscellaneous profes-
sional liability.

Managing general agent for: Jef-
ferson of N.Y.; Western World In-
surance Co.; Great American Sur-
plus Lines; London companies.

Swett & Crawford

4201 Wilshire Blvd., Los Angeles,
Calif. 90010; (213) 937-5411
1977 1976
$ 5,000,000+ $ 5,000,000+
10 100%
9 90%
¥, 850+

Principal officers: W.F.W. Fel-
lows, preside T. Carey, LA; Roy
Oddy, Dallas; Don Munson, L
R.P. Keul, SF; Lita Cromer
cago; R.B. Angle, Greenwich; all
senior vps.

Branch offices: Atlanta, Chi-
cago, Columbus, Dallas, Greens-
boro, Greenwich, Honolulu, Hous-
ton, Los Angeles, New Orleans,
Portland, San Diego, San Fran-
cisco, Seattle, Toronto, London.

Subsidiaries: Leslie H. Coc
Inc.; Harbor Insurance
falo Reinsurance Compan;
Intermediaries Inc.; Surplus Line
Adjusting Co.

Parent company: The Continen-

TORONTO

are TOMENSON SAUNDERS
WHITEHEAD LIMITED

SEE OUR AD ON PAGE 3

EXCESS/SURPLUS

rectors and officers liability.

Managing general agent for: in-
house company only, Harbor In-
surance Co.

Tolley of America Inc.

3901 North Meridian St., Suite
200, Indianapolis, Ind. 46208; (317)
923-2356

1977

Tolley, chiairman and president;
Jay art, vp-marketing; Ronald
L. Tayler, vp-administration;
Blan A. Suiter; secretary/
treasurer; Myron L. Klapper, asst.

vp.
Lines of specialty ins ace:

stop loss, ma_preetize, filuciasy li-

ebility

United Excess & Surp us

Corg.

220 Westchester Avenue, White
Plains, N.Y. 10604; 914) 946-5775

7 197

“MOAC has helped me

build the reputationthat’s

building my business.

—Bill Hansen, Hansen & Company, San Carlos, California

*firm established 6/77
Prin
Munoz, vp.

oal officers: Joseph M.

Lines o specialty ir.surance: air
supported structures and apact-

raent buildings.

Walterry Insurance Brokers

4273 Brench Avenue, Suite 214,
Marlow Heights, Md. 20031; (301)

423-4370

Crossrev. .
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Commercial bus . 80%
FREC R 32%
Enmp kv 4
Prmupdl officers:
Ccady Jr., president.
Parent company: Walterry Inc

Lines of specialty insurance:

bewling centers.

Weghorn International Inc.

156 William St., New York. N.Y.

10038; (212) 227-4600

“My motor truck cargo business has grown
dramatically in the last 5 years.

“The secret is my reputation for dependable
service. MOAC has helped me build that
reputation by providing underwriting ca-
pacity and claims handling second 1o none.

“Many of my customers handle container
cargo and must carry high limits of cargo

Walter J.

60

fficers ERichard J.
sident Mi

Principal
Weghorn
Himewi

Branch offices:

Parent ec
Wzgkorn Age

The Wetzel Company Inc.
2000 South Pest Oak, Suite 2400;

insurance to cover the cost of goods

they’re hauling. MOAC comes through
promptly and professionally with the

coverage they need.

“MOAC marine specialists know their

business. And they back me up one hun-

dred percent.

EXCESS/SURPLUS

Houston, Texas 77055; P.O. Box
56452, Houston, Texas 77006; (713)

1976
52,034,188
100%
o 100%
leupdl officers: F.J.
president;

For more facts circle 16 on reply card

Wetzel,
B.D. Wilcex, vp-oil; R.

Usiness msurance,

Lannin, vp-oil;
casualty; J.C.
property.

R.E. Hess, vp-

Jones, asst. vp-

Lines cf specialty insurance: oil/

gas energy.
Managi general agent for:
Commodore Insurance Co.

Wohireich & Anderson Group
Ltd.

6 Commerce Drive, Cranford, N.J.
07016; (201) 272-2500

“They have helped me earn the trust of
truckers in this area. And this trustis build-
ing my business.”

Underwriting support you can grow on.
That’s what you can expact from MOAC.

Marine Office of America Corporation
a subsiciary of The Continental Corporation
80 Maidan Lane, New Yerk, N.Y. 10038

MOAC

The marine office.

eplembper

Pnnupai officers: Bernard J.
Daenzer, president; Bob C
nior vp; Peter Wilkens, vp m
ing.

Branch offices: Los Angeles;
San Francisco; West Hartford,
Conn.; Chicago; Indianapolis; Co-
lumbia, Md.; Boston; Southfield,
Mich; Livingston, N.J.; New York:
Garden City, N.Y.; Cleveland;
Portland, Ore.; King of Prussia, Pa:
Seattle.

Parent
Swann Ltd.

Managing general agent for: Var-
ious.

A&A acquires
Michigan firm
for services

DETROIT—
ander & Al
Corporate Se
administrator of
programs.

Corporate Service melu\ smore
than 110 per :
he]t and a &

Company: Howden

growing Alex

self-insurance

h office in (rrcmd
des adminis
f-insured w

2nsation and grou
programs for employers in
Michigan and Indiana.

A&A, now the nation's

1dr‘£,(;‘<.t brokera i

second

a further exam-
t to pro-
ed ser-

the acquisition is
ple of A&A’s commitme
viding a full line of fee-
vices to major companies.”

Group life tops
$118 billion

WASHINGTON—Grot
surance purchases
lion in 1977, an ase nf $13.¢
billion over a year earlier, reports
the American Council of Life In-
surance.

About two-fifths ofthe group life
insurance purchased last year
were under new “master” con-
tracts issued iefly to employers
for their workers. The remaining
three-fifths were under existing
contracts broadened to include ad-
ditional categories of workers or to
increase overall levels of coverage.

Last year’s purchases included
some $4 billion of group coverage
for employes’ dependents, the
Council says. =

The people who can
always find a way in

LOUISVILLE

NAHM, TURNER, VAUGHAN
& LANDRUM
29th Floor, First National Towe
589-6070
SEE OUR AD ON PAGE 3



“At Borden, our commitment to safety and loss
control saved $4,000,000 last year.”

“Over the past few years, manage-
ment has become pairfully aware of our
rising insurance and claims costs, and is
anxious to ccntrol them. Sc we've ex-
panded our self-insurance program to
the point where we self-insure 99% of
our claims.

“Naturally, higher deducribles have
meant even greater attention to safety
and loss control, and this is cne of the
areas where ESIS is helping. We use
their International Safety Academy for
training, and a variety of ESIS statisti-
cal reports to track our loss experience
and alert us to oroblem areas.

“Indirectly, we are saving much

more than $4,000,000, because our im-
proved safety recorc is keeping our in-
surance premiums dewn and our em-
ployee productivity up.”

More and more risx managers lixe
Russ Drake are turning to ESIS. Why?
ESIS is the leading administrator of
self-insurance programs in the U.S.
ESIS provides all of the administrative,
claims handl:ng, loss conrrol and statis-
tical reporting functions normally per-
formed by an insurance carrier. To find
out how ESIS can help your company’s
self-insurance program. write to us or

‘contact your insurance agent or broker.

For more fucts circlz 31 on reply card

ESIS Profiles:

Risk management’s
new breed.

Russell A. Drake, Jr.
Director, Corporate Risk Management,
Borden, Inc.

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



Courts taxed to decide consequences
of payments on behalf of directors

By Alvin C. Warren Jr.

ONSIDER THE CORPORATE director

or officer charged with committing un-
lawful actions in the pursuit of his corporate
duties. What are the federal income tax con-
sequences if the corporation pays or reim-
burses his legal expenses (orliability orfine,
if any)?

Two questions are raised by such a pay-
ment: Is the expenditure deductible by the
corporation? Does the director or officer
have taxable income by reason ofthe corpo-
rate payment?

At the extremes these questions can be
answered with some certainty, but the
amount of certainty diminishes rapidly as
the circumstances of payment become less
familiar.

The Internal Revenue Code allows a de-
duction for “all the ordinary and necessary
expenses paid or incurred during the taxa-
ble year in carrying on any trade or busi-
ness.” The Supreme Court has determined
that the character of such expenses is to be
decided by inquiring into their origin.

Thus, if the expenses did not originateina,

claim involving the acquisition or retention
of an asset (that is, if the expenditures are
not capital in nature), one mightlogically be
entitled to conclude that they are deducti-
ble. Corporations are, after all, incapable of
personal expenses—the other major cate-
gory of nondeductible expenditures.

IRS position

Even if not otherwise deductible, expen-
ditures for the legal fees or fines of a corpo-
rate director or officer could sensibly be
characterized as additional compensation
paid for the benefit of the affected director
or officer. Compensation is deductible as a
business expense under the Internal Reve-
nue Code as long as it is “reasonable.”

Logic, alas, goes only so far in taxation.
The Internal Revenue Code now explicitly
denies a deduction “for any fine or similar
penalty paid to a government for the viola-
tion of any law,” a result generally reached

Alvin C. Warren Jr. is professor of law at
the University of Pennsylvania. This article
is reprinted with permission from Counsel,a
publication of MGIC Indemnity Corp. of
Milwaukee.

Speaking Out

by the courts on grounds of “public policy”
even before congressional enactment of the
specific prohibition.

Even as to legal fees, the courts, have not
automatically permitted a deduction, re-
quiring instead that the expense bear a
proximate relationship to the business of
the corporation. Related to this requirement
is the oft-repeated maxim that one taxpayer
may not deduct the legal expenses of an-
other. Some of the cases in which these daoc-
trines have actually been applied to deny
deductibility have been extreme, if not bi-
zarre, as where business associates have
been shot or robbed and kidnaped, albeit
for allegedly business reasons.

Other cases in which the government has
prevailed on these grounds have involved
attempts to deduct what might be better
characterized as payments of corporate divi-

dends. Consider Charles A. Weil, sole share-
holder and president of Edmond Weil Inc.
While driving to his golf club for a game with
a corporate customer, Mr. Weil was arrested
for speeding. The corporation paid its presi-
dent and sole shareholder’s litigation ex-
penses and deducted them as a businessex-
pense, although Mr. Weil had kaown his
golfing partner for years and had even rec-
ommended him for membership in the club.
Not surprisingly, the Tax Court held the
payment nondeductible because :t was un-
related to the corporation’s business and, in
reality, constituted a dividend.

‘Proximate relation’

A careful reading of cases relying on the
proximate relation of thelitigated activity to
the corporation’s business might thus lead

Although pay-
ments to a di-
rector for legal
fees or fines
incurred on
behalf of the
corporation
could sensibly
be characterized
as additional
compensation,
logic goes
only so far in
taxation.

to the conclusion that many, if not all, such
cases can be explained on other grounds,
such as patently criminal behavior or a clear
dividend equivalence. That reading is un-
dercut, however, by the constant repetition
of the requirement of a proximate relation
by the courts, even in decisions which find
that the disputed expenses are deductible.
On a verbal level, at least, the doctrine is
therefore a force to be reckoned with.
What sort of activities qualify as proxi-
mately related to a corporation’s business?
Sam Spatt and the corporation of which he
was president were indicted for violations of
the Sherman Antitrust Act. Applying the or-
igin analysis mentioned above, the court
found Mr. Spatt’s activities to be proxima-
tely related to the corporation’s business.
Similarly, a corporate finance company
Continued on page 66

Risk managers malign

By I. Racam

ISK MANAGEMENTIS A TERM which

can probably claim to be among the
most talked about and most abused phrases
in business life. More harm has been done to
this animal than to most others. By whom?
Believe it or not, by the so-called risk man-
agers.

The term risk management itself is the
easiest to understand out of the numerous
concepts that have mushroomed in the age
of catch-phrases and “new” management
techniques. At least there is no sign of the
dreaded “ism” or “ology” so prevalent in
other spheres (e.g. tribology, terotech-
nology, consumerism, etc.). Why then, is
risk management being brought into disre-
pute?

The answer is easy to find. Ask anyone for
their understanding of risk management
and you will get answers ranging from

I.Racam is a pseudonym chosen to protect
the identity of an insurance manager/
author with some unpopular ideas.

“something to do with insurance” to “the
scientific analysis and treatment of risk.”
Most people tend to explain their idea ofthe
function rather than the concept. The func-
tions vary tremendously from the jumped-
up insurance clerk who has merely been re-
named to the extremely rare, true risk man-
ager. What a misnomer this term is! You do
meet the occasional risk manager who is
foolish enough to declare to the world “I
manage the risks that my company runs.”

The day we ban the term risk manager the
better will be the understanding and accept-
ance of the need for a service function to
advise, coordinate and police the company’s
approach to risk. There is something about
the title “manager.” To some it depicts re-
sponsibility to be jealously guarded. Intro-
duce to this category of person a risk man-
ager and you might as well show ared ragto
a bull!

Any manager worthy of the position
should see his role as embracing the man-
agement of risk along with production
schedules, industrial relations, training, ete.

their own

Risk manager is synonymous with manager
of risk—you can almost hear the alarm bells
ringing now! To combat this problem some
people have dropped the term manager, pre-
ferring adviser, coordinator, etc. For those
who really need an ego trip, how about man-
ager (or director), risk management depart-
ment or even risk management executive.
What is in a title? Everything and nothing!
A title can be the difference betwean a good
or bad first impression—on which many
management programs have foundered.
The insurance manager who starts taking a
few deductibles and even venturirg into the
captive insurance company field often over-
night becomes a self-styled risk manager.

Other more practical people doing exact-
ly the same thing remain mere insurance man-
agers. How do they view their compatriots?
With respect? Dare I say with contempt?

The credibility gap begins here, but is
stretched into a chasm by further misuse of
the term risk management by some—not
all—insurance brokers, consultants and
captive management companies. A large

profession

proportion of these organizations are con-
cerned almost exclusively with insurance
management.

Employes are among the majorassets any
company has, but many so-called risk man-
agers have no involvement in the health and
safety of their employes. How can limited
resources of finance, manpower and man-
agement time be efficiently allocated unless
priorities are established across the broad
spectrum of risks from quality control to
environmental impairment; from property
risks to employe health and safety; from
marketing risks to financial risks; from pub-
lic relations to social accountability?

No definition of risk management is nec-
essary, using the umbrella technique. It is
only when it comes to the function and ap-
plication of the techniques that we need to
stand up and be counted. Those who profess
to be involved in risk management should
engage in a little soul-searching. For the
sake of risk management let us be honest
with ourselves and start to close the credi-
bility gap. s
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Managing benefits . . .

Continued from page 64
claim.

For example, the odds of individual
claims in excess of $25,000 are remote. How-
ever, a common accident of several em-
ployes not covered by workers compensa-
tion, or perhaps one or two claims involving
sophisticated medical procedures, could
leave you with an unusually heavy claim
burden on only a few claimants.

A huge premium risk can afford to absorb
this situation, but more of you with $500,000
or less in premium are involved in stop loss
programs. It may be wise for you to look into
covering this contingency. The cost in-
volved should be minimal.

Tiering

Tiering is rather common in property and
liability programs but I see none of itin the
benefits area. At its most rudimentary, you
might consider insuring the first $10,000 of
any medical claim, self-insuring the next
$10,000 to $20,000 and then buying excess
over the “buffer” layer.

LTD options

Your long term disability plans are an area
which you might want to self-insure a num-
ber of years in excess of a basic term and
then buy some type of stop-loss coverage
over your self-funded area. For example,
benefits payable after 2 or 5 years of disabil-
ity could be self-insured.

Medical reserves

As you all know, medical reserves are es-
tablished for one purpose only and that is to

pay claim liabilities incurred but rot yet re-
ported or paid. At any given date this liabil-
ity will normally last no longer than one
year. With today’s data processing sophisti-
cation, it is easy for any insurance company
to do highly accurate “lag studies” so that
they are reserving as close as possible to the
actual run-outs.

Unfortunately, many carriers do not oper-
ate with this type of accuracy. Frecuently
reserves are handled as a percentage of pre-
mium or with an inflated formula being ap-
plied to the lag study. Get details cn how
your reserves are established. If you- medi-
cal care reserves exceed 35% of claim:s paid,
push to find out why they are that high.
Swollen reserves sometimes indicate slug-
gish administration.

Federal taxation

Federal taxation of life insurance compa-
nies is very complicated. Basically, how-
ever, some companies are taxed on their in-
vestment income while others are taxed on
their gain from operations. For any coverage
which tends to build up large reserves over
time, you should try to find a carrier which is
taxed on its gain from operations. Once
large reserves are accumulated, taxes on in-
vestment should exceed taxes on gain.

State insurance regulatory laws, as well as
the nature of the insured guarantee, limit
the extent to which any insurance company
can invest in high risk/high yieid instru-
ments. Thus, an 8% rate of return after ex-
penses is quite good even today, but a life
company earning that rate could creditonly
4% to reserves.

Consider “borrowing” against your re-
serves by a 90-day premium payment lag.

Your cost of money should be only 5%. 1t
you are now paying after the traditional 31
days, you can purchase the next sixty-day
float for about 0.7% added to yourretention.

Shifting retentions

Many have expressed a concern on what
appears to be “shifting” retentions in your
life/medical program. Ask for very specific
information as to each of the components of
that reduction. -

Find outthe percentage of change you can
expect to see in the claim cost area with a
significant change in paid claims either up
or dewn. Find out about interest credited.
Ask for detail on reductions in ‘“risk
charges” with the implementation of more
pooling, retros, or stop loss provisions. Be
certain the premium taxes are calculated on
a net rather than gross premium basis ex-
cept in those states where taxes must be
paid on gross.

Finally, take a look at the commissions
being paid. Keep in mind the commissions
are not a gift from theinsurance company to
the broker. They are a fee being paid by you
for work that has and ostensibly will con-
tinue to be done. If you think commissions
are excessive, ask your broker for an ac-
counting on an hourly basis.

Coping with inflation

For medical care, inflation is thelong term
villain. Don’t help it along by agreeing to
price increase expectations. Use a retro
agreement approach of at least the insurer’s
trend factor and minimize cash flow.

Have your deductibles kept pace with in-
flation or are you still cost-sharing at a 1962
level of $100 per calendar year? Orient your
plan to come in late—after $200 per person—
but come in with reduced coinsurance. Why
make the ill carry the load alone?

Rising claims incidence

Coupled with a slowdown in recovery
rates is a general rise in the incidence of
claims. There is a strong link between our
nation’s economic conditions and the claim
rate. The 1970-71 slump, for example, saw an
increase of 47% from a 1965-69 base period
rate of 2.76 claims per 1,000 insureds to 4.05
in 1971.

You're the payer

Finally, understand that ultimately you
pay your own way. You are not “laying off”
claims on an insurance company. You
might consider shifting carriers but, ulti-
mately, your experience catches up.

Over the past 10 years a considerably
tougher attitude regarding possible over-
payment of claims has developed. Many of
you feel coordination of benefits is simply
not being policed properly. I would encour-
age you to get specific with your own under-
writer on the job he is doing on claim control
and, if not satisfied, investigate the market.

Start with the type of claims control an
insurance company or third-party adminis-
trator has available rather than simply price.
It is very likely that a company or service
organization that charges you somewhat
more for services than their competition
may just win hands down on a net basis
when claims control becomes more than
just lip service.

There is a lot going on today in the benefit
area. As risk managers have struggled to
achieve what is now a significant recogni-
tion in industry, benefit managers are just
beginning that fight. However, when one
considers therelative percentage of benefits
to payroll and that the consumer price index
for medical care is greater than all other in-
dustries, it makes sense to regard your bene-
fits with the same intensity that you “risk
manage” property and liability programs.=

Payments to directors . . .

Continued from page 63

was permitted to deduct the legal expenses
of successfully defending an officer against
charges of corrupting state legislators be-
cause “the disbursements made were prox-
imately and directly connected with a
taxpayer's business.”

'~ At one time it seemed to be true that
indemnification was deductible only if
the legal defense in a criminal action was
successful. But a Supreme Court decision
that business-related legal fees paid by
the defendant are deductible whether the
defense succeeds or not would seem to
make that fact also irrelevant in cases of
indemnification.

In addition to the proximate relationship
of the litigated activity to the corporation’s
legitimate business, the decisions permit-
ting deductibility have also often relied on
the presence of an indemnity agreement to
support the conclusion that the legal ex-
penses were “ordinary and necessary."” The
relevance of an indemnity agreement is not
obvious, other than as evidence that the in-
demnified expenses were related to the
corporation’s business, but some courts
seem to treat it as an independent factor to
be weighed on the taxpayer’s side.

There is no apparent reason why an other-
wise non-deductible expense should be-
come deductible simply because it is sub-
ject to an indemnification agreement, but
that is apparently what happened in Larch-
field Corporation v. US. In that case, the
corporation paid legal fees relating to a
shareholder’s derivative suit which alleged
that a shareholder/director had insuffi-
ciently compensated the corporation for
shares received.

Indemnification pact

Conceding that the fees would have been
capital rather than deductible if paid by the
shareholder/director (presumably because
related to the purchase or retention of an
asset), the court went on to state that it did
not follow that the expenses had the same
character for tax purposes when made by
the corporation under a pre-existing con-
tract of indemnification. It pointed out that
payment of such fees has been reasonably
characterized as a fringe benefit necessary
to induce officers and directors to serve.

This, of course, brings us back to the view
put forth above. Any of these payments
should be deductible as compensation, even
if not otherwise properly characterized as
“ordinary and necessary” business ex-
penses.

Why the presence of an indemnification
agreement should make the payments look
more like salary is unexplained. In any
event, the compensation approaca :s sub-
ject to the caveat that only “reasonable” sal-
aries are deductible for federal income tax
purposes, arequirement no less amorphous
than the expression“ordinary and neces-
sary.”

Purchasing insurance

If a pre-existing indemnity obligation
strengthens the corporation’s claim for a de-
duction, purchase of insurance to fulfill that
obligation may assure it. In revenue ruling
69-491, the Internal Revenue Service con-
sidered the purchase of a policy which in-
demnified officers and directors for their ex-
penses arising from wrongful acts commit-
ted or alleged to have been committed in
those capacities. The “wrongful acts” were
specified in the policy as “any error or mista-
tement or wrongful act or omission or ne-
glect or breach of duty by the officers and
directors, or any matter claimed against
them in theirindividual or collective capaci-
ties as directors or officers of the corpora-
tion.” The premiums were ruled deductible
by the government because they were “paid
to meet an obligation of the emplover on
account of the employment of its officers
and directors and thus are incurred in con-
nection with the employer’s trade or busi-
ness.”

Thus, deductibility seems assured in
cases of appropriate insurance and likely
where the indemnified activities are prox-
imately related to the corporation’s busi-
ness. Considerations militating against de-
ductibility include the absence ofan indem-
nification agreement and the simila-ity of
the payment to a dividend. Fines and penal-
ties are not deductible, even if incurred in
pursuit of business, and even if the state’s
indemnification statute allows indemaifica-
tion.

The Internal Revenue Code includes in
income “all income from whatever source

derived,” so employer payments of what
would be nondeductible expenses by the
employe should theoretically always consti-
tute income.

James J. Matles, a union official who suc-
cessfully resisted denaturalization proceed-
ings for fraudulent procurement of citizen-
ship, had to include in income the legal fees
reimbursed by his employer. The Tax Court
thought the facts leading to the denatural-
ization proceeding not “proximately re-
lated” to the business of his employer. Nor
were these facts related sufficiently to the
taxpayer’s own business to give him a de-
duction for the “ordinary and necessary ex-
penses paid or incurred during the taxable
year in carrying on any trade or business.”

Glimeco v. U .S. is a similar case involving a
union official indicted for unlawfully col-
lecting money from poultry merchants
“through actual and threatened force, vio-
lence and fear.” Again, the legal fees for his
successful defense were paid by his em-
ployer. And again the court's decision was
that the payment was to be included in his
taxable income and that he was to be per-
mitted no business expense deduction for
the fees:

Cryptic reasoning

The expenditures were held to relate nei-
ther to his employer’s business nor to any
profit-making activities of his own because
no evidence was offered of those relation-
ships. (The taxpayer apparently did not re-
port as income any receipts from the poultry
merchants.) Therefore, the court concluded,
the expenditures could be considered as
personal rather than business expenses.

The reasoning in these cases is cryptic at
best. Presumably the relevance of the rela-
tionship of the expenditure to the
employer’s business is that if such a rela-
tionship exists, indemnification payments
are nontaxable conditions of employment.

In any event, if the activity involved is
proximately related to the corporation’s
business, the possibility of indemnification
payments being taxed as income to the
recipient lessens considerably. Consider
Merle E. Parker, the founder, director and
prime functionary of an entity styled the
Foundation for Divine Meditation (F.D.M.).
When Mr. Parker was charged with contri-
buting to thedelinquency ofaminor, F.D.M.
paid his legal fees in both the criminal action
and the subsequent slander action he

brought.

2 rulings compared

No income was found to have been re-
ceived by Mr. Parker, apparently because of
his close identity with F.D.M., which would
not have been able to function had he suf-
fered the moral condemnation of the com-
munity. Moreover, the court thought it note-
worthy that the acts leading to the criminal
charge allegedly occurred on F.D.M.s
premises and in pursuit of Mr. Parker's du-
ties as director of F.D.M.

Even if a corporate payment is includedin
an officer’s income, it has no effect on his tax
liability if the payment is also deductible by
the officer as a business expense. In Reve-
nue Ruling 68-662, the IRS considered such
a deduction by a corporate secretary-
treasurer who diverted substantial corpo-
rate funds to his personal use without re-
porting the funds on either the corporation’s
or his own tax return. The IRS ruled that the
officer could deduct legal fees incurred in a
criminal charge for filing a false and fraudu-
lent corporate tax return. Since his duties
included filling out the corporate tax return,
the charge grew out of his trade or business,

That ruling should be compared to the
case of Irving Sachs, a corporate share-
holder/officer who was fined $40,000 for
willfully attempting to evade a part of the
income tax due from the corporation. When
the corporation paid the fine, Mr. Sachs was
held to have dividend income in that
amount, since the liability satisfied was his.

As in the case of corporate deductions, the
IRS has ruled that premiums paid for insur-
ance such as described above do not give
rise to income to directors. _

Thus, the likelihood of income to the di-
rector or officer involves essentially the
same considerations which account for the
likelihood of a deduction to the corporation.
Premiums on appropriate insurance do not
give rise to income, and the prospect of in-
come otherwise decreases as the proximate
relation of the activity to the employer’s
business increases. This isnot to say that the
results at the corporate and individual levels
will always be the same—they clearly will
diverge in the case of compensation used to
pay legal expenses for personal activities—
but that the strongest cases for corporate
deduction are also the strongest for exclu-
sion of a payment from income by the in-
demnified director or officer. "
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43% outside business

Gulf captive reports

$54 million in premiums

HAMILTON, Bermuda—Gulf Oil
Corp.’s Insco Litd. subsidiary re-
ported gross earned premiums, net
of reinsurance cessions, of $54 mil-
lion for the first six months of 1978,
says Leslie R. Dew.

Twenty-three million dollars, or
43%, of the Insco business was
from non-Gulf sources.

Gulf Oil’'s Inscois a visible leader
in the trend for captives to write
non-parent company business and
lured powerful Leslie Dew from
Lloyd’s last year in that pursuit:

These results are the first public
mention Gulf has made of Insco’s
performance to date.

For the full year, Mr. Dew esti-.

mated that Insco will have earned
oremiums after reinsurance of $83
million “split equally  between
Gulf and non-Gulf business.” By
1983, he revealed, Insco’s gross
sarned premiums should hit $155
million based on present line
imits. He told Business Insurance
that the plan calls for Gulf-
generated business to increase
about 8% a year, while the non-
Gulf portion of the business un-
derwritten through its underwrit-
ing arm, Britamco, will double in
that same period. ’

Insco automatically cedes 25% of
all casualty business to Munich Re
under a reinsurance treaty, al-
though Mr. Dew declined to com-
ment on what the average reinsur-
ance cessions are for all business
underwritten.

Insco hasallocated $23 million in
dividends against its $10 million

Leslie Dew says Insco has writ-
ten about 1,850 policies through
Britamco since Jan. 1.

capitalization, while Insco’s assets
have risen to $124 million and
shareholders’ equity is up to $60
million.

Insco’s profit ratio is reportedly
running between 20% and 24%, al-
though Mr. Dew declined to con-
firm or deny that figure. Insco will
operate for the first five years, he
noted, on a ratio of 1-to-1 earned
premiums to surplus, allowing the
ratio to rise gradually after that pe-
riod to 2-to-1 or 2.5-to-1.

Insco has underwritten approxi-
mately 1,850 different policies
through Britamco since Jan. 1, Mr.
Dew said. Although Mr. Dew says
the minimum premium is $5,000
for a purchaser to be able to get a
risk underwritten by Insco, he says
that is flexible depending on the
total business a broker is present-
ing. “We'll go down to $3,500 pre-
mium on some business, of
course,” he acknowledged.

Insco is continuing to retain
100% of Gulf's own risks, while
sther business is shared between
[nsco (50%) and three other insur-
ors represented by Britameo. Mr.
Dew said he is presently talking
with several other insurance com-
panies that may participate in Bri-
tamco business. His goal is to sign
on four more insurers.

Mr. Dew is hopeful, and anxious,
that more groups will become es-
tablished in Bermuda to provide a
more workable market there. He is
discussing Insco’s operations
widely in the hope that Insco and
Britamco will provide a model for
the five or six other syndicates he
would like to see formed “to pro-
vide us with some competition.”

He is convinced “it could easily
be done,” and has. had conversa-
tions with people involved in cap-
tive insurance operations indicat-
ing there may be several other
large corporations with captives
thinking of doing what Gulf has
done. =
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Looking for
ways to conserve
working capital?

Don't overlook
premium financing.

-

Premium financing.

It's good for
your business.

Today, with insurance costs becoming a major cash outlay,
more and more companies are finding it makes sense to finance
their premiums.

This way they pay for insurance as they use it. They conserve
their working capital. Open up an additional line of credit. And
improve their cash flow.

How about your company? Can you find better uses for your cash
than pre-paying your insurance? AFCO premium financing can
be arranged quickly and easily—with payment plans tzilored to
your special cash flow needs.

Your agent or broker can show you how to consolidate the
financing of all your risks with premium payments handled
through one central office. Or how to argange individual
financing for each of your locations. Arrangements can be made
for foreign locations, too.

Talk over the benefits of.premium financing with your agent or
broker. Or contact us for an explanatory booklet with an
example of how premium financing may help your cash flow.

Paul M. Holland, Vice President-Marketing, AFCO,
108 John Street, New York, New York 10038.
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Conference to dissect benefit communications

CHICAGO—Would you like to
have your benefit communication
program critiqued by a group of
your peers?

You can get your chance at the
second annual Business Insurance
Employe Benefit Communication
Conference to be held here Nov. 13
and 14.

Participants in the seminar will
be able to submit their program
ahead of time. Programs from cor-
porations of similar size will be
analyzed in concurrent sessions.

Overall, a roster of 22 experts in
the benefit communication field
will lead sessions. The experts in-
clude benefit consultants, commu-
nication specialists and corporate
benefit managers.

The conference is designed to
provide those involved in benefit
communications with working

sessions and problem-solving
meetings on the latest communica-
tion techniques being used to con-
vey employe benefit messages to
workers. It will also help managers
take home ideas useful in tackling
their own benefit communications
problems.

Concurrent sessions will probe
and analyze the different media
thatcan be used to transmit benefit
information to employes, includ-
ing audio-visual techniques, book-
lets, personalized correspondence,
computerized statements and spe-
cial projects.

One group of concurrent ses-
sions will involve small-group
problem solving, using a case
study approach to planning and
implementing an effective benefit
communications program.

Registrants will be invited to

participate in two audio-visual
screening and critique sessions
where they will judge the effective-
ness of several audio-visual com-
munications programs. Discus-
sion will be led by Herbert Zeltner,
a New York City-based communi-
cations expert who heads his own
consulting company in the market-
ing and communications field.

Several corporate benefit man-
agers and a benefit consultant will
debate whether employe benefits
should be communicated dif-
ferently to hourly and salaried em-
ployes. Squaring off on this sub-
ject are David C. Wineland of
Armco Inc., D. Bruce Sidebotham
of General Tire & Rubber Co. and
George F. Way with Buck Consul-
tants Inc.

Present:ng and discussing their

winning audio-visual and print
communications programs will be
Harold L. Hudson of Revlon Inc.
and Meg Franklin of Levi Strauss
& Co.

Several general sessions are
planned to discuss two subjects of
broad concern to benefit com-
municators: Using supervisors to
inform employes about their bene-
fit programs and surveying em-
ployes to determine attitudes
about benefits and to determine
the effectiveness of ongoing com-
munications programs.

Clay Hurst of Olanie Hurst &
Hemrich will be joined by Kelly
Coy of that same firm to discuss
techniques of communicating
with supervisors and encouraging
communications between em-
ployes on benefits.

John Kerney Jr. of Kwasha Lip-
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ton will present alternative ap-
proaches to surveying employes
on their attitudes and knowledge
about benefits. He’ll discuss the
importance of getting accurate
feedback from the workforce.

Concurrent sessions during the
two-day conference will be led by
consultants from around the coun-
try, including R. Craig Fulford of
Southern Employe Communica-
tions, Dennis B. McKoy of John-
son & Higgins, David M. Glad-
stone of Hazlehurst & Associates,
Gary L. Bradshaw of Wyatt Co., Pe-
ter A. Danielson of Benefit Consul-
tants Inc., Russell J. Alberding and
Dorothy D. Zinck of A.S. Hansen
Inc., Nanci A. Healy of Frank B.
Hall & Co., Donald L. Sheppard of
William M. Mercer Litd., Ira Kerns
of The Creative Establishment
Inc., Lee A. Carlson of the Benfo
division of M&R/Services and Ju-
dith A. Karam of Martin E. Segal.

The registration fee for the con-
ference is $295. Attendance is lim-
ited. Group discounts are offered
for companies sending more than
one representative; after the first
registration, the fee is 10% lower
for others registering at the same
time. The conference is to be held
at the Marriott Motor Hotel near
O’Hare Airport.

For more information or toregis-
ter, contact Taylor Lucas, Crain
Education Division, 740 N. Rush
St., Chicago, I11. 60611, or call (312)
649-5242, n

The sessions

e Supervisors—yourkeys
to effective communica-
tion?

e Surveys—how to tap
employe feedback.

e Developing a winning
audio-visual program—how
we did it.

e Howdoes your program
stack up. Bring it and
see. ..
e You be the judge I.

e Can you solve this prob-
lem?

e You be the judge II.

e Media close-up: How to
best use your tools.

e Developing a winning
print program—how we did
it.

e White vs. blue—effect
of collar color on communi-
cations.

The people who can
always find a way in

TOLEDO

PICTON-CAVANAUGH, INC,
Libbey-Owens-Ford Building

241-8211
SEE OUR AD ON PAGE 3
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Firms recruit attorneys to quench product suits

By RICHARD MARINI

NEW YORK—It used to be that
only those large corporations with
a high product liability exposure
found it economical to hire attor-
neys whose sole function was to
handle product liability lawsuits.

But now, due to the alarming in-
crease in product liability litiga-
tion, more and more companies are
discovering a need for in-house at-
torneys who specialize in the field.

“I most definitely see a trend in
this direction,” agreed Richard
Steinmetz, house counsel for the
Allen-Bradley Co. of Milwaukee.

A major corporation “can’t af-
ford not to be knowledgeable in
the field,” added Paul Nelson, se-
nior counsel for product litigation
at International Harvester, the gi-
ant Chicago-based farm machin-
ery manufacturer.

“You need someone who knows
your products and their possible
problems and is able to cut
through the technical jargon and
explain it in easy-to-understand
terms,” Mr. Nelson said. Just the
increase in government regulatory
agencies alone makes it necessary
to have someone who can interpret
new laws.”

Ruth Miles, president of Ruth
Miles Associates, a recruiting firm,
agreed: “With your own in-house
attorney, you have a captive
audience—someone who is only
watching one client, you, and can
specialize in your products exclu-
sively.

Robert Murphy, president of Rob-
ert Murphy Associates, also sees a
“major trend” in the direction of
liability specialists. “Through
mergers and acquisitions, many
corporations are getting into prod-
ucts with which they’ve never had
experience,” he said. “So they
need the specialist who can warn
them about possible problems in
the future.”

The trend for corporations to
hire staff attorneys and specialists
has grown to the point where the
Machinery & Allied Products In-
stitute (MAPI) in Washington is
considering whether to establish
for its corporate members some
kind of satellite program for their
product liability attorneys and le-
gal specialists who concentrate on
defending product cases.

An indication of the effort being
made by companies to get better
internal control over product
claims and defense is evident in
the growing number of personnel
ads placed in major metropolitan
newspapers and in the Wall Street
Journal seeking product liability
lawyers.

Generally, product liability at-
torneys are being hired for the gen-
eral counsel's office, rather than
for corporate risk management or
insurance departments, though
the working relationship of the
product liability specialist will
usually involve close liaison with
risk management.

In some cases, though, even
risk management departments are
hiring product liability attorneys
to fill newly created positions,
noted Don Delaney of Dallas-
based Insurance Recruiters Inc,
who's had two requests in the last
few months for trained lawyers to
work for corporate risk managers
at Fortune 500 companies in the
consumer products field.

Meyer Haberman, who special-
izes in recruiting corporate law-
yers for Interquest Inc. in New
York, confirms a major trend to-
ward corporations handling their
own litigation, generally, using in-
house lawyers. “We see a big trend
over the last five years toward in-
house litigation staffs, with prod-
uct liability being a major subsec-
tion of that,” he commented. In the
last five years, he estimates about

‘With your own in-house attorney, you have a
captive audience—someone who is watching

one client . ..’

50% of Interquest’s big corporate
retainer clients have shifted to in-
house litigation staffs.

Moreover, even some of the
largest corporations that have tra-

—Recruiter Ruth Miles

ditionally had in-house litigation
staffs are now beefing up those op-
erations, he says. A Fortune 50 In-
terquest client in the consumer
products field is “right now setting

up a product liability task force,
hiring six attorneys in addition to
the substantial number of product
liability specialists on staff al-
ready.”

While it is not unheard of, few
liability specialists spend much
time actually in the .courtroom.
Many corporations have found it
more economical to retain their in-
house attorneys as advisers to local
lawyers fromthe area or specialists
in the specific field ofliability who
are hired just for the duration of a
trial.

Russel Drake, director of corpo-
rate risk management for Borden
Inc., explained: “It's difficult for a
large, multi-national company to
get by with only five or 10 lawyers
because claims will be coming in
from all 50 states and around the
world. Staff attorneys alone would
not be able to handle the load.

“We’ve had success in hiring lo-
cal attorneys who know the courts
in their area and can use our in-
house lawyers for assistance and
guidance,” Mr. Drake continued.
“This way we have the added bene-
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In-house lawyers . . .

Continued from preceding page
fit of being able to consolidate our
information and defense material
should another, similar claim arise
somewhere else.”

Mr. Drake added that Borden'’s
staff attorneys will go into the
courtroom if an especially large
claim goes to trial.

Most liability attorneys also act
as a clearinghouse, or information
center, for the various develop-
ments in product litigation that oc-
cur within a company.

Such responsibilities require
adeptness not only in corporate
law but in engineering as well. For
this reason, many companies look
for experience in both these areas
when hiring a liability specialist.

Although this trend may be new
to most, it is a stale topic for big
manufacturers such as General
Motors. Automobile makers, drug
companies, food processors—any
company whose products can be
easily misused—long ago hired
teams of liability specialists to pro-
tect themselves.

A GM spokesman said that there
hasn't been any major growth in
the company’s product liability
staffin recent years. “Compared to
25 years ago, yes, the staff has ex-
panded, but not in the last five or
10,” he said.

The spokesman went on to say
that the big legal growth area for
GM has been in keeping track of
recent government regulations.
“With fuel emission standards,
OSHA, automobile safety require-
ments, etc., we've got more than
we can handle,” he said.

“Our product liability claims
amount to a very small number,”
said Mr. Drake of Borden. He ex-
plained that while at any one time
Borden might have as many as 10
billion individual items on the
market, the company receives only
about 1,000 claims per year.

“And most of the claims are
nominal,” he continued. “They in-
volve someone spraying an aerosol
can in the wrong direction and get-
ting hitin the face. Or someone will

AlA taps three

The American Insurance Assn.
has named George M. Mulligan vp
and associate general counsel. Mr.
Mulligan was formerly vp for gov-
ernment affairs in New York. The
trade association of property/
casualty insurers has also ap-
pointed Geoffrey. G. Petersen vp
for federal affairs in Washington
and Paul G. O’ Friel vp for govern-
ment affairs in New England.

chip a tooth on a shell in a walnut
cake. Simple run-of-the-mill cases
like those are handled by our staff
attorneys. Anything major will go
to a qualified law firm hired for
that specific case.”

While the number of corpora-
tions choosing to go the liability
specialist route is definitely on the
rise, there are still many compa-
nies that find they can do very well
without hiring a staff lawyer and
by relying solely on outside law
firms to supply their legal needs.
New Jersey’s Butler International
is one such company.

“We have a Chicago law firm that
we deal with exclusively,” said
Dominick A. Dattilo, vp and gen-
eral counsel for Butler. “So they're
almost in-house. But they're noton
salary or anything like that. We
only go to them when we need le-

gal help.”

Mr. Dattilo explained that al-
though at one time But.er manu-
factured such items as aircraft and
electric rmotors, the company has
since sold these interests and is
now mainly a service corporation.

“The volume of product liability
claims nc longer warrants our hav-
ing a liakility expert on staff,”” he
said, although the company is still
liable for aging machinery.

“We got out of the manufac-
turing of electric motors in 1966
and were just recently sued for the
failure of one such motor that in-
jured a worker. Now, the engine
was built over 25 years ago and had
been rebuilt and incorporated into
a drawbridge—a use it was not
originally designed for.

“Fortunately, we won the case,
but not because we were able to
prove that the engine was being
misused. We won because we
proved that the accident was not
caused by the failure of the en-
gine.” n

Mich. court expands
benefits under no-fault

LANSING, Mich.—Two rulings
expanding interpretations of the
Michigan no-fault insurance law
have been issued by the state court
of appeals.

Ruling on an Ingham County cir-
cuit court case, the three judge
panel said Elmer P. Arnold was en-
titled to insurance benefits for an
injury incurred while unloading a
parked truck.

In reversing the lower court, the
judges said no-fault auto insurers
are liable when an injury was a di-
rect result of physical contact with
equipment permanently mounted
on a vehicle if property was being
lifted onto the vehicle in the load-
ing process.

The other case involved a Minot

girl injured when her bicycle col-
lided with an automobile.

The car was insured by a com-
pany not licensed to do business in
Michigan. The parents of Michelle
Bierbusse were therefore required
to seek compensation from their
own insurer.

However, Lapeer County circuit
Judge Martin E. Clements said the
girl was not living with her father
at the time of the accident.

In reversing the decision, the
court of appeals said when a cou-
ple is separated pending a divorce
and one spouse’s name appears on
a no-fault policy, the other spouse
and the children are covered even
though they are living in separate
households. .
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Financial tools, 5-year analysis
calculates best FMC deductible

Photo: Mary Ceirns

FMC risk manager Ernest Liebre points totwo old Lloyd’s slips on his
office walls.

The industry’s only

By SUSAN ALT

CHICAGO—Ernest
FIVIL Corp. i
age :
He reports to the treasurer of the
company and finds it essential to
“talk finance” with his
translating all his insura
related problems and activ
into the jargon his superior under-
stands.

He doesn’'t have much trouble
doing this because, unlike many
risk and insurance managers,
Ernest Liebre considers himself a
financial manager first and a risk
manager second.

“T relate the whole risk manage-

LOGALNATIONAL

Surplus Line Broker

Liebre of
n the positiona 101. of

ment operation to increasing the

wealth of the shareholder,” says

Mr. Liebre. To do this, he plunges

eagerly into the operating statis-

tics of FMC, drawing on his actuar-

r's de-

come up with

risk management solutions his su-
periors will grasp.

To this end, he goes into renewal
most insurance pu:c.lh
lish: Achieve the low
gram and get the broades
coverage. Like his counter
other corporations, he evaluates
quotes from insurance

With our exclusive “Localnational” approach to serving independent agents and
brokers, you get all the advantages of quick, local contact and service. Each local
office is autonomous. And; a local company President calls the shots. He’s his own
top decision maker. He can give your accounts immediate attention. And, he does.

Today’s excess and surplus business requires careful planning and the right mar-
kets. Only a firm with national buying power can deliver the markets necessary

to do the job. On those occasions when your account requires extra effort to obtain
the results you need, there’s strong, national, cooperative support from the
Presidents of all five locations. You can bet one of them has a.solution to your

problem.

It's easier to do business with the “Localnational”

company. Immediate local re-

sponse from a top decision maker with substantial national support. When you
need us, we respond with solutions, not excuses.

H & W INSURANCE SERVICES
EXCESS/SURPLUS LINE BROKERS

LOS ANGELES: 16255 Ventura Boulevard ¢ Encino, California 91436

(213) 990-3040

on renlv card

engineering servi premium
cost, deductible levels, transition
costs if coverage is to be shifted
from one insurer to another, loss

jus es and under-

Liebre does from then
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He explain his appmach to
risk financing to a group of risk
manager tending a special semi-
nar here on internal financial con-
trol sponsored by the Chicago
chapter of RIMS, using all the
same procedures he would use for
FMC but illustrating his tech-
niques by plugging in fictitious fig-
ures.
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What if you're wrong?

What if, the year after doing a complicated
regression analysis and cash flow analysis of
risk funding programs, you find that you
came out with the wrong answers?

“Do I care whether I'm right or wrong?”
asks Ernest Liebre, assistant treasurer of
FMC Corp. “Not really, mainly because no-
body before me was ever able to do these
calculations and come up with some judg-
ments about the best way for us to self-insure sis to our earlier experience. So to correct
and insure. At least I took a shot at the tar- that we factored in the judgment that our
get.” most recent experience was more accurate

Moreover, he concedes that doing such an and meant more than the losses from 1973
analysis isn’t a one-time thing. With the vari- through 1975.”

ables changing, a new analysis is required.

“At least if I'm wrong. I'll know where my
unfunded liability is,” ke says.

Sometimes the process of adjusting your
calculations so you feel comfortable with
them is theresult of subjective judgments. “I
had a gut feeling that the 1979 projected loss
that we came up with for workers comp was
incorrect, that we’d given too much empha-

FMC's Liebre . . .

Continued from preceding page
and boiler coverage to be 100%
absorbed each year.

“We looked at these upfront pre-
payments relative to the increases
in property values each year to es-
tablish how much money would be
excess (non-absorbed) atthe end of
five years,” he said, noting that he
was assuming a 10% annual appre-
ciation in property values.

The total five-year cost was then
discounted to today’s dollars using
three different interest rates.
Asked how he determined what
discount rates to use, Mr. Liebre

Hugo Lieuw used towonder how

his employee benefits were adding up.

Here’s how Benefacts creates
and produces personal benefit
reports that help the employees
of Crocker National Bank under-
stand what their bank is doing
for them.

As an employee of one of
California’s largest banks, Hugo
Lieuw is fully aware of all the
services his bank provides its
customers. He and the bank’s
other 13,000 employees also
know exactly what the bank is
providing them.

About 10 years ago,
Crocker Bank recognized its
employees’' need and asked
Benefacts to create and produce
personal annual benefit reports
to let its employees know that
they were just as important to
the bank as its customers.
According to John Working,
Vice President of Employee
Benefits at Crocker Bank, the
Benefacts reports have met with

“resounding success’ and have
become “a cornerstone in
Crocker’s benefits communica-
tion program.’

From the bank’s point of
view, “Benefacts was able to
custom-design a successful
benefits communication pro-
gram because they combine
computer technology skills
with a broad knowledge of

benefit programs,’ stated

Mr. Working,.

Benefacts, a subsidiary of
Alexander & Alexander and

part of the Human Resource
Management Group, can solve
more than just your benefits
communication problems. We'd
like to tell you more about our

total capabilities. Write or call
Benefacts, Hampton Plaza,
300 East Joppa Rd., Dept. E4,
Baltimore, Maryland, 21204
(301) 296-5500.

A Subsidiary of Alexander & Alexander Inc.

Benefacts, the single source
for employee information systems
and communication services.

For more facts circle 3 on reply card

said he “found out the discount
rate that our management was us-
ing” to evaluate acquisitions and
other operating returns. In theend,
he added, “management chose to
go with my middle figure.” Illus-
trating this concept, he showed
how in his example he used dis-
count rates of 12%, 7% and 4% to
bring the five-yearlosses underthe
deductible coupled with the pre-
mium costs back to today’s dollars.

On this basis, he’s able to pick
the most advantageous plan for
FMC, in terms of cash flow.

Does he go through this tedious
process for each quote he’s obtain-
ing on the fire program? “I chose to
go through the process with only
two insurers rather than a whole
bunch of companies,” he stated.
“You have to narrow down the
range of choices. I picked the two
that we considered the best and
evaluated them.”

Is that adequate for top manage-
ment to make an educated choice
of programs and retentions? “I
balk when management wants to
see a whole wide range of pro-
grams,” he maintains. “I tell them
that I'm the expert and I explain
my reasons” for narrowing down
the choices and for choosing the
two firms. In so doing, he has confi-
dence that his superiors will rely
on his expertise to know which
programs to choose for the final
analysis.

Not only does Mr. Liebre feel
free to narrow down the number of
companies to be analyzed to two or
50, but he also feels free to pick the
best of the proposals in terms of
coverage and deductibles. This
way he restricts his ultimate cash
flow analysis to a few plans instead
of going through the entire process
with, say, eight proposals from
four different insurers.

To determine optimum deducti-
bles, Mr. Liebre conceded that
there's difficulty in dealing with
judgmental areas of management.
“You have to decide how much
your company is willing to lose.
You have to estimate the expected
value of yourlosses. And you have
to be guided by the general man-
agement philosophy of your com-
pany,” he said. “Our philosophy at
FMC is to take the losses rather
than to insure them.”

Figuring out what deductible to
take, he conceded, *is hard, it va-
ries, it's subjective. There’s no easy
way to define what the formula is
for the best deductible. In fact, you
really can’t evaluate a deductible
level until you have the different
quotes.”

How involved does he becomein
trying to influence the insurance
company on its assessment of the
risk ofloss? “On primary coverage,
we pretty much let the insurance
company decide for itself what the
probability of loss is. But on um-
brella, we work very directly with
the markets. If we're able to tellthe
insurer that the probability of loss
is point-zero-zero-zero-zero-some-
thing, then we're more in control of
the underwriting.”

Workers compensation, compre-
hensive general liability and auto
liability all require this same kind
of regression analysis and cash
flow analysis. When doing the
workers compensation analysis,
Mr. Liebre took five years of in-
curred and paid losses and used
a development factor reflecting
monetary inflation and socialinfla-
tion to adjust the losses to today’s
dollars. u

INA office

The Insurance Co. of North
America has established a new
service office in Portland, Ore., to
serve producers and policyholders
in Oregon and southwest Washing-
ton.
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Scor Re

French reinsurer sees
captive as new market

AS AN EMPLOYER YOU PROVIDE GROUP MEDICAL, DENTAL AND LIFE BENEFITS

WHAT ABOUT A VISION BENEFIT?

When an employee does not see properly his production as well as the quality of work is reduced. What
about the days lost due to eye related problems? Vision benefits are the least expensive benefit you
can provide and the benefit most important to you — the employer.

DALLAS—“Our philosophy is
to use the captive to the hilt,” says
Robert Godfrey, assistant vp and
head of Scor Reinsurance Co.’s
risk management services depart-
ment.

The words may sound strange
coming from an insurance com-
pany official. However, Scor Re, a
reinsurer owned by the French
government, sees captivesnot only
as a source of new premium but as
a market in which to reinsure its
own book of business,

“We see the captive market as a
good market to be respected and
employed in the growth of the
worldwide insurance market,”
said Mr. Godfrey.

Scor Re Risk Management Inc.,
currently the firm’s Dallas-based
risk management services depart-
ment, is being chartered for this
purpose. The fledgling department
was set up July 1 and is function-
ing under the direction of Mr. God-
frey and an accountant.

The risk management depart-
ment primarily provides captive
feasibility studies, organizational
and managerial services. “Where a
captive is feasible, we’ll recom-
mend it, establish it and manage
it,” said Mr. Godfrey. But, “if the
program (a client has) is already
the best, we’ll tell them it's the
best.”

However, Scor Re goes one step
beyond by offering its captives ac-
cess to itsreinsurance market. “We
can sell the client retrocession
reinsurance of our reinsurance,”
Mr. Godfrey explained.

“Our main selling point is our be-
ing in the business ourselves and
we're established in the world mar-
ket and can develop an outside vol-
ume of a diversified nature.”

He believes this will put Scor Re
at an advantage over brokers try-
ing to place business in captives
since most financial officers are
not interested in taking business
from a broker having no under-
writing involvement, Mr. Godfrey
oxplained.

Scor Re manages a reinsurance
pool of Western European firms
participating on U.8. risks and has
a 50% participation in reinsurance
~eded to the captives, he said.

The captive program would ben-
efit Scor Re since “it expands our
capacity and benefits (the captive)
by getting profitable business.”
Mr. Godfrey added Scor Re hopes
.0 develop captive clients who
want to take advantage of the ca-
pacity crunch some expect for the
carly 1980s and take advantage of
he “windfall profits people sup-
posedly enjoyed.”

Since Scor Re has previously
provided reinsurance for both
sroup and individual captives, it
nas access to several firms that are
considering its risk exchange pro-
gram. However, no clients for the
program have been signed up.

Marketing efforts are being con-
centrated in the Southeast and will
axpand outward from there. Tar-
get clients are firms paying annual
oremiums of over $1.5 million, al-
though Mr. Godfrey says programs
can be worked out for firms small-
r than that. But he says there are

N.Y. inspections

NEW YORK—Industrial com-
missioner Philip Ross says 3,400
on-site  occupational safety and
nealth consultations requested by

New York business firms were |

conducted in 1977 by the state de-
partment of labor’s safety and
nealth division.

about 2,000 prospects in the mid-
dle tier of companies, with annual
premiums of between $2 million
and $3.5 million. Mr. Godfrey is
certain he will be able to attract at
least four a year to make the ven-
ture profitable. He also hopes to be
able to double his staff from six to
12 within a year’s time.

Mr. Godfrey said he wouldn't be
surprised to see other insurance
companies starting similar ven-
tures in the future. He said some
primary and some excess insurers
have considered such an operation
as a means of expanding capacity
and gaining new business. .

FEATURES OF THE VISION SERVICE PLAN

Eye examination each 12 months
Lenses each 12 months
Frames each 24 months

Frames and lenses furnished at laboratory cost .
Available nationwide except North & South

Carolina ;
Broker inquires invited

e Self funded or insured plans available
N.J. Vision Service Associates is a non-profit.

corporation

N.J. VISION SERVICE ASSOCIATES
P.O.Box 7286 Trenton, N.J. 0B628

YES | would like to know more about a Vision Service Plan

[] Please have a representative call me for an appoint-
ment

NAME

COMPANY.

ADDRESS___

CITY. STATE ZIP.

TELEPHONE.

- The ROYAL

AlNSWCIL.

Itenables you to offer
truly comprehensive cargo
insurance coverage.
Worldwide.

Whether your clients .
ship by sea, air or land,

Royal Globe provides
complete cargo coverage,
warehouse to warehouse.

Our open cargo policy is
tailored to fit the needs of
your clients. Our specialists
and nationwide offices are
always available to assist you
in writing, servicing and
customizing coverage
precisely to your customers’
requirements.

Royal-Globe has been
serving the marine insurance
needs of commerce and
industry in the United States
for over 100 years. We offer

you an unusual opportunity
to improve the quality and
profitability of your business.
Ask some of the many
independent agencies who
have been with us for over a
century. Or our newer ones.
Or contact the Royal-Globe
office nearest you. See the
Yellow or White Pages.
Royal-Globe Insurance
Companies, 150 William
Street, New York, N.Y.
10038. (212) 732-8400.

Royal-Globe Insurance Companies, for unrivaled service here and abroad.
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riskWatch

Outside business dilemma: Is it worthwhile?

By JOANNE GAMLIN

The trend for captive insurance companies to un-
derwrite non-parent company reinsurance business
has immersed an estimated 100 U.S. corporate risk
managers and financial officers with captives in de-
ciding whether they’ll go the same route.

It’s not an easy decision and months -of tedious
study by different individuals will (and indeed has)
led them to opposite conclusions.

IRS ruling 77-316 provided impetus for captives to
go into third-party business. In fact, it almost
pushed them to do it, by barring deductions for pre-
miums paid to subsidiary insurers controlled by the
parent firm. “The ruling said, in effect, that you're
not an insurance company unless you write outside

business,” says Michael Bott, president of Risk
Treatment Services in Hamilton, Bermuda.

Almost a year later in June came another ruling,
Revenue Ruling 78-277, which reiterated the point by
saying the 4% federal excise tax insurers pay when
placing risks with non-U.S. underwriters (excluding
Lloyd’s) doesn’t apply to captives. “In other words, if
you don’t pay the 4% excise tax, you're conceding
that you are not a real insurance company,” says Mr.
Bott.

Another factor motivating captives to venture into
broader insurance business is the rapid escalation in
casualty premiums, enticing captive owners to look
seriously at what might be an attractive profit oppor-
tunity.

Therein lies the ~ub. Researching the profits and

losses of reinsurance companies over any historical
period of time is almostimpossible because there’sa
paucity of reliable information and what there is
can’t be found in any centralized place.

Thus, the project of arming oneself with enough
data to present to a corporate board of directors can
consume from three months to three years. Mostrisk
managers embarking on the task set out to do long
interviews with those who've gained experience in
reinsurance, which is commonly described as very
risky and requiring a commitment for the long
term. One person everybody seems to be inter-
viewing is Bob Lee, president of Bellefonte Insur-
ance Co. of Middletown, Ohio, the insurance and
reinsurance division of Armco Inc.

Aside from the formidable job of informing them-

Fire chief
gets benefits

HARRISBURG—A Pennsylva-
nia commonwealth court has up-
held adecision that a former Hazle-
ton fire chief is entitled to workers
compensation benefits for heart
and lung disease allegedly caused
by his firefighting activities.

The court rejected arguments by
the city that the workers com-
pensation board didn't follow an
earlier court order in the case and
that the compensation referee had
arbitrarily considered medical tes-
timony.

Anthony DeCusatis, who worked
for the city fire department for 21
years and served 14 months as
fire chief, claimed shortly after
he resigned in January 1974 thathe
was totally disabled by emphy-
sema.

When the city appealed the deci-
sion in 1975, the court said the com-
pensation referee and the board
had improperly awarded workers
compensation.

The case was sent back to the
board, which resubmitted it to the
referee. He allowed Mr. DeCusatis
to refile.

The court said it had no powerto
impose its will on the referee who
decided to accept the medical testi-
mony of Mr. DeCusatis’ family
physician and reject that of the

- heart and lung specialist hired by
the city. The family physician said
Mr. DeCusatis was suffering from
lung disease while the specialist
said he wasn’t. =

The people who can
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FRED. C. CHURCH, INC.
24 Merrimack St., Lowell
458-1281
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Whetheryour people are experienzed

ornol, wecan give them a lot of help. cruc la] areas.

money down the drain, but you can avoid
them. By getting the best self-insurance ¢
specialists in the business. i

Well, there’s no foolproof way, but the
following guidelines can help.

If you're new to self-insurance,
choose a company thatisn’t. (If |
you're an old hand, do the same.) &

you know about self-insurance, one
thing should be obvious: You can’t
. do it by yourself.
2ot Thereare just too
77 many specialized
functions that have
to be handled by
f 2 ) specialized suppliers.
=g Andifthese
w4/  outside operations
aren’t as efficient as
your internal one, you
can end up with
problems in determin-
ing risks, handling

claims and other

Now problems like these can mean

How can you be sure of doing that?

The simple fact is that self-insurance

has become so complex that only the most

Howlo Keep !
Irom Being

A Guide For The Experienced As Well
As The Not-So-Experienced.

43 No matter how much (or how little)

experienced specialists are really capable of
handling it for you.

Like Crawford & Co.

We've been in the field for over
35 years. And during that time we've
learned all its ins and outs. Aswell as all the
most efficient and economical ways to get
things done.

All of which can make life a lot easier
for you. Whether we’re helping you set up a
program to cover workmen'’s compensation,
product liability or malpractice.

Or helping to support your existing
program. With loss control claims or reha-
bilitation services.

After all, with this kind of experience
backing you up, you can be sure you're
making the right moves.

A No matter what your own
®  level of experience is.

i,

p: 453N

We can belp you set up a program. Orbelp support yonrexisting one.
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selves about the methods, the jar-
gon and the modus operandi of the
reinsurance business, much of the
final decision a company makes
seems to be based upon whether
the potential return on third-party
business is good enough.

One risk manager whose com-
pany recently decided it wasn’t is
Alan M. Pearce, director of risk
management for San Francisco-
based Foremost-McKesson Inc.
He turned to the San Francisco
public library for help on his re-
search to determine whether the
firm's Bermuda captive, Golden
State Insurance Co. Ltd., should
become a serious reinsurer. Stan-
dard & Poor's provided some in-
formation. Then he obtained a
copy of a study prepared by Con-
stellation Reinsurance Co. for the
Reinsurance Committee of the So-
ciety of Insurance Accountants
scrutinizing 33 reinsurance com-
panies and 12 general insurers for
the five-year period from 1973 to
1977.

Mr. Pearce learned from a study
of the five largest companies in the
group—American Re, Employers
Re, General Re/North Star Re,
North American Re/Swiss Re and
Prudential Re—that their net re-
turn was only 5% for every pre-
mium dollar written. The return
was 12% based on surplus if the
surplus were wriften on a 2.5-to-1
ratio.

His conclusion: Foremost-
McKesson shouldn't expand Gold-
en State into third-party reinsur-
ance business beyond the small
amount it now does. A 12% return
just isn’t compatible with the
organization'’s profit goals, hesays.

Whether the 12% figure is even a
good ballpark average of reinsur-
ance rates of return, as well as
whetheritis adequate or not, raises
some hackles among people in-
volved in the reinsurance busi-
ness. One of these is Edward J.
Mallozzi, a principal with Andrew
Edwards & Co.

I

“Assuming 12% is a realistic
number, tell me one other business
which has gone through the worst
five-year cycle[ in its history and
emerged with a downside risk ofa
12% return,” he challenged. More-
over, he adds, 1974 and 1975 were
the two worst years the industry
ever experienced.

He criticized the entire study for
mixing treaty and facultative rein-
surance. He said part of the attrac-
tiveness of the reinsurance busi-
ness lies in its freedom from capital
expenditures that other ventures
require. For example, a captive
with $5 million capital canutilize it
to write $1.5 million in reinsurance
or it can choose simply to leave the
$5 million alone.

For his part; Mr. Bott of Risk
Treatment Services feels the ques-
tion of whether a 12% return is
good enough can only open up “a
Talmudic debate” He hedges by
saying it all depends on theregular
business of the parent company as
to what is a prt?per internal rate of

return.

Like Mr. Malozzi, Mr. Bott thinks
an important point is that a captive
already has covered most ofits ad-
ministrative expenses and doesn’t
have to do much else to enter the
reinsurance business except hire
an underwriter or get hooked up
with an outfit like Britamco Litd.,
the underwriting arm of Gulf Oil's
INSCO.

Hiring an underwriter, an essen-
tial element if a captive decides to
broaden its business, isn't cheap.
Because good underwriters are so
scarce, participation in Britamco
to get ex-Lloyd’s expertisevia Les-
lie Dew or hiring an expert often
costs a pretty penny. Bellefonte’s
Bob Lee advocates that captives
cultivate their own in-house un-
derwriting staffs, even if the third-
party business is placed in the
hands of a management firm.

A good way for a captive to take
its first steps in the third-party
reinsurance business, says a New

elf-Ins
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both around-the-clock and around-the-world.

What's more, our adjustors are full-time
professionals who are experienced in all types
of claims. From workmen’s compensation to
malpractice.

We think you'll find there are very few
companies that can offer you as much. And
none that can offer you more.

Get a data system that's custom
made to your own system.

Of course, if you're going to intelligently
determine risk levels, adequate reserves and
cost controls, you need a company that can
provide the exact data you need in the exact
form you need. Again, acompany like ours.

After all, we offer a complete range of
statistical services. All of them based on your
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with your own system.

to know even more
about how Crawford & Co. can keep self-
insurance from beoommg self-defeating, just
mail in our coupon. We guarantee it'll be in
your best self-interest.

Gentlemen: |

| could use your knowledge of self-insurance myself.
So please have your representative contact me.

Name

Title

f
Company |
Address i
Phone I

Crawford & Company

PO. Box 50?}7 Atlanta, Georgia 30302 N
L s s e st e o

York City risk manager whose
company has a captive writing out-
side business, is to go to a large
company like Prudential Re,
which “has a treaty open to cap-
tives. This is an excellent way for a
captive to get started.”

George D. Kahlert, Mead Corp’s
manager of risk and insurance ser-
vices, has had Mead’s captive in
third-party business since 1971
(the year, it was formed) and is
very positive about the result. He,
too, had trouble learning about
the business before broadening
Bermuda-based Westbury Enter-
prises Ltd.s base and ended up
putting a lot of personal time into
the project. The best information
he found was a series of publica-
tions by Munich Re located in the
Library of Congress.

He also spent many hours comb-
ing through the 1964 Fundamen-
tals of Insurance by Edgar Werner,
located in the stacks at the College
of Insurance. All in all, after doing
research and a lot of personal inter-
views, Mr. Kahlert spent about 15
months putting together a plan for
Westbury.

Bellefonte’s Mr. Lee doesn’t ad-
vise a risk manager to use informa-
tion supplied by captive manage-
ment companies when investigat-
ing third-party business for cap-
tives “because most of (the cap-
tive managers) are too new to have
a track record.” n

Panel slashes
copper firm's
OPIC claim

WASHINGTON—A panel of ar-
bitrators has severely slashed a
claim made by a copper producing
company against the Overseas Pri-
vate Investment Corp. (OPIC) in-
volving a takeover of the firm’s
Jamaican mining operations.

By a two to one vote, the panel
awarded Revere Copper and Brass
Inc. $1,131,144 on a $90 million
claim against OPIC.

Revere had argued that the im-
position of a new tax on the pro-
duction of bauxite had the effect of
an indirect expropriation, a risk
covered under its expropriation in-
surance policy purchased from
OFPIC. )

But OPIC contended that Re-
vere ceased its Jamaican opera-
tions due to heavy financial losses
that were independent of the baux-
ite levy.

OPIC also argued, and the arbi-
trators agreed, that the bauxite
levy was not confiscatory. m

The people who can
always find a way in

PHILADELPHIA

H. C. KNIGHT & COMPANY
320 Walnut Street
923-5440
SEE QOUR AD ON PAGE 3
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around the states

Tort reforms not needed, panel says

AUGUSTA—A  special task
force in Maine says that state gov-
ernment can do little to lower the
cost of product liability insurance
for manufacturers.

Gov. James B. Longley’s task
force on product liability said that
since most insurance rates are set
by national experience, changes in
Maine's laws would have little im-
pact.

The panel, headed by attorney
Martin K. Wilk, said that any
tightening of Maine's laws could
hurt consumers harmed by a prod-
uct made in another state without
providing a corresponding benefit
to Maine businesses.

The task force report said that

while insurance premiums have
climbed sharply, coverage is read-
ily obtainable and the problemsre-
lated to high premium prices “has

‘not reached crisis proportions.”

But, the task force said there was
“no evidence presented that any
Maine firm has yet been required
to curtail its production or reduce
its work force as a result of in-
creased product liability costs.”

Liability expanded

LANSING—The Michigan su-
preme court in two recent deci-
sions has widened the right of citi-
zens to sue the state government
for damages.

The court ruled that “inten-
tional” ruisances by government
left it open to suits from citizens,
although there remains a question
whether the “intentional” part
must be proved.

In one case, the court said the
lower courts should try a case in-
volving a 19-month-old Lansing
child who tumbled into an uncov-
ered drain and drowned. In an-
other, it ruled the state should pay
for the deaths of three persons who
drownad in an Anreac County
“borrow pit” lake near Standish.

Judge John Fitzgerald, who
wrote the majority opinions, said it
was not even necessary to show
that the nuisance was “inten-

tional"” to make the government li-
able.

He was supported in both cases
by Chief Justice Thomas Kav-
anagh and Justice Charles Le-
vin. Justices James Ryan and
Mary Coleman dissented, contend-
ing that when the legislature
adopted a 1961 law detailing areas
in which the government was lia-
ble, it was an effort to codify exist-
ing immunity and that included
case law immunity involving nui-
sances.

Mich. tort bill

LANSING—The Michigan sen-
ate will begin hearings this month

FIRE PROTECTION COMPANIES HATE.

WHY FENWAL
IS THE FIRE PROTECTION COMPANY OTHER

Fenwal has always set the standards

Trouble is, a lot of our competitors
get a little frustrated trying to keep up
with these standards.

WE'RE THE HALON EXPERTS

Fenwal pioneered the use of Halon
1301, the fast, clean, dry suppressant.
Halon systems are our specialty. And we
make it all—from sensors to control
panels and agent storage containers.

CUSTOM DESIGN & INSTALLATION

Fenwal modular fire suppression
systems are custom designed to meet

utor arriy,
reset the

specific hazards,
room sizes, envi-
ronments. To
give the right con-
centration—in the
right place —at

the right time.
And they're sys-
tems that can
grow with you—
inexpensively.

NO WAITING
AROUND FOR SERVICE

Fenwal’s

mternational team of distributors are

post-installation service anywhere.
for Halon-based fire suppression systems. And at any time. When you buy a Fenwal
fire suppression system, you can be sure
of the best follow-up service available.
Factory-trained distributors provide
around-the-clock service just for you.
With UL approved refilling facilities.
With repair parts. And without a lot of

waiting around.

BUT SOMEBODY LOVES US

Maybe setting these kinds of high
standards hasn’t made us very popular

. with some of our competitors. On the

other hand, our customers seem to like
us a lot. We install more Halon fire and
explosion suppression systems than
everyone else in the business. And we've

- got more satisfied customers.

So if you'd like to find out how to
become one of them, send for our free
film, “The Fireaters”. Or write for our
free booklet on Fenwal’s approach to

fire suppression.

=+
It’s won us a lot -
. &<

of good friends.
Write Fenwal
Incorporated, Ashland,

MA 01721. A Division of Walter Kldde
& Co., Inc. Our local full service

constantly being @ distributors are
trained and kept up- listed in the yellow
to-date. To provide pages under

the best pre- and “Fire Protection”.

Nobody in the world has more experience in fire and explosion protection systems.
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on whether state manufacturers
should be given specific defenses
in product liability cases.

At issue is whether compliance
with industry and government
safety standards and alteration of
the product should be defenses
against liability. The bill also
would allow the court to award
costs and reasonable attorneys’
fees to the winning party if a case
were judged to be frivolous.

The legislation (Substitute HB
5689) previously cleared the house.
An uphill battle is expected in the
senate, according to backers of the
bill.

Flexibility on claims

TRENTON—A unanimous opin-
ion by the appellate division of the
New Jersey superior court urged
judges to be more flexible in deter-
mining whether an employe in-
jured while traveling to or from a
job qualifies for workers compen-
sation benefits.

The decision said judges do not
have to adhere to the overly
formalistic approach of determin-
ing whether an employe was trav-
eling along a “permissible route”
when the accident occurred.

Cases involving workers hurt
while going to a job or returning
home, the unsigned opinion said,
“must be approached on an ad hoc
basis instead of being fashioned by
resort to inflexible rules.”

The court said that deciding
whether such a person should re-
ceive benefits is “an essentially
policy-oriented problem” of
whether an accident is “suffi-
ciently work-connected to justify
regarding the resulting injury as
compensable.

5 physician rule

HARRISBURG—Gov. Milton
Shapp of Pennsylvania has signed
into law legislation amending the
state workers compensation law
on the listing of five physicians by
the employer.

Under the revisions, if the em-
ployer lists five designated physi-
cians, the employe will be re-
quired to visit one of them for at
least a period of 14 days before he
can visit a physician of his own
choice and be reimbursed for the
medical treatment by the em-
ployer. It also imposes duties on
physicians with respect to filing
periodic reports with the em-
ployer.

Employer liability

CHARLESTON—The West Vir-
ginia supreme court ruled that a
fired employe may recover dam-
ages from his employer if the dis-
missal was motivated by the
employer’s desire to contradict or
violate public policy.

The 4-0 opinion overturned a
Marion County circuit court ruling
that John C, Harless had no cause
ofaction to file suit against the first
National Bank in Fairmont.

Mr. Harless claimed he was dis-
missed in retaliation for his ef-
forts to bring the bank into compli-
ance with state and federal con-
sumer credit and protection laws.
He sought damages for severe
emotional distress he said he suf-
fered due to the intentional, mali-
cious and outrageous conduct that
led up to his dismissal.

The bank claimed Mr. Harless’s
employment was for no fixed term
and could therefore be terminated
at the will of either party, with or
without cause. .

Life sales up

Group life insurance contracts
set up under new or revised con-
tractsduring June totaled $12.5 bil-
lion, up from $9.83 billion for the
same month in 1977. Total pur-
chases in June, based on face
amounts, was $37.1 billion, up
from $31.7 billion.
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California stats show

Worker rehabilitation
cheaper than expected

LOS ANGELES—Preliminary
research by the California Workers-
Compensation Institute (CWCI)in-
dicates that the cost of returning a
rehabilitated worker to the job is
about $4,200, a lot lower than a lot
of knowledgeable people had as-
sumed.

Sara E. Cory, chief of ancillary
services of the division of indus-
trial accidents, in San Francisco,-
told a seminar sponsored. by the

California Self-Insurers.Assn. that -

preliminary figures from the CWCI
also indicate that the average cost
is much higher for an employe who

desires - rehabilitation but for -

whom:' the process does return to
the job. That average is about
$7,000.

Ms. Cory, the lead speaker at
the seminar which focused on
California’s nearly four-year-old
law mandating vocational rehabili-
tation, broke down the total cost of
returning a worker to the job as
49.3% for maintenance, 29.7% for
vendor costs and 21% for other
costs. Doing the same thing for the
worker who underwent rehabilita-
tion but did not return to work, she
said that. the figures are 59.5%,
21.2% and 19.3%, respectively.

The highest cost in a rehab plan
is that for formal retraining, she
said, while direct placement or
having the worker place himself by
following up job listings in local
newspapers is obviously the low-
est,

Barry Satzman, an applicant’s at-
torney with the law firm of Geffner
& Satzman in Los Angeles, how-
ever, said that direct job placement
is good in theory but often does not
work in actual experience.

He said that self-insured employ-
ers demonstrate more eagerness to
become involved in the rehabilita-
tion process than insurers.

To point up some of his prob-
lems with insurance companies,
Mr. Satzman told of a millwright's
apprentice who suffered a severe
back injury on the job. Commenc-
ing a rehabilitation program,-the
worker decided that for a second
career he would like to become an
inhalation specialist.

But after a few days in training
school, he underwent a nervous
breakdown and was placed in an
institution.

“The carrier then had the audac-
ity to suspend rehabilitation bene-
fits on grounds that the man was not,
going to school. Yet he was in an
institution,” said the attorney. He
also criticized the rehabilitation
vendor for not informing .the
worker that his selected second ca-
reer demanded skill in mathemat-
ics, an aptitude which the injured
worker lacked.

Similarly, spokesmen for the re-
habilitation bureau said that a
common problem is that vendors
and even self-insured employers
are directing rehabilitated workers
into job lines they are ill equipped
to fill.

Another attorney, David Ford of
the firm of Jones, Nelson, Endres
& Sisk in Encino, Calif., said one of
the most important cases decided
by the workers compensation ap-
peals board requires that “mainte-
nance and temporary disability
benefits should be continued until
the applicant is medically and re-
habilitatively permanent and sta-
tionary.”

“This would seem to indicate
that in all cases from the date of
injury to the date of the termina-
tion of the rehabilitation program,
benefits must be provided,” said
the defense attornev.

Linda Abernathy, director of
Diversified Vocational Services,

warned that premiums for workers .

compensation in California could
go'through the ceiling “to a point
where small businesses are a thing
of the past” unless there is more
common sense and less hostile re-
action to the state’s vocational re-
habilitation law.

Calling the law a “fiasco,” Ms.
Abernathy pointed out that she
sees 12-month or longer retrain-
ing plans for workers who have

only subjective complaints ahd .

workers who demand and receive
“unrealistic” vocational choices. m

J ‘ - . 2 )
It's 4 pm Friday. ..now what?
Call us...if you've been trying é]l wéck to place...
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* Stop Loss Medical without Life Insurance
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london line

Lloyd's suspends broker with U.S. risks

By JOHN H. MILLER

LONDON—D.O. Howell & Co.,a
medium-sized Lloyd’s broker with
fairly substantial U.S. interests,
has been suspended by the Com-
mittee of Lloyd’s from taking on
new business.

The action follows the discov-
ery of irregularities in the opera-
tion of Howell's U.K. subsidary.

David Howell, its chairman, told
Business Insurance, “We're still
able to service existing business
and our U.S. clients are fully pro-
tected. There is no problem at all
over their risks, which are fully in-
sured, and cover fire, casualty and
aviation lines.

“The problem in the U.K. con-
cerns purely a domestic line of
business where one of our sub-
sidiaries failed to insure certain
risks for commercial auto users
that were supposed to have been
completed in the Lloyd's or the
company market.

“But until this local affair has
been cleared up we are suspended
at Lloyd's and naturally hope that
this suspension will be lifted as
soon as possible. We've been insur-
ing surplus lines business from the
U.S. at Lloyd's for about 10 years
and this is still fully covered. We've
had a broad spread of business
right across the U.S. on our books
in this way through tke usual

agency network.”

About 50 U.K. commercial firms
are believed to have been left with-
out theft, fire and damage coverage
for their vehicles as a result of ir-
regulariti=s in the subsidiary, D.O.
Howell (U.K.) which had arranged
basic personal liability coverage
but failed to complete extensions
to policies for additional risks.

U.K. insurance companies are so
far refusing to honor these risks,
but Lloyc’s made it clearthatall its
syndicates will meet any clients’
claims in'accordance with its tradi-
tional practice of retaining their
goodwill.

It took the action to suspend
D.O. Howell & Co. in line with its

internal monitoring code after dis-
covering the irregularities. “It is
doubtful whether proper insur-
ance cover exists for these exten-
sions, but where an endorsement
has been issued in conjunction
with a Lloyd’s policy the policy-
holder will be safeguarded,”
Lloyd’s announced.

D.O. Howell & Co. is one of
Lloyd's medium-sized brokers
with an earned brokerage income
in the last financial year of about
$500.000 from all sources.

It will not say how the irregulari-
ties arose except to admit that re-
sponsibility seems to rest on one
director of the U.K. subsidiary
who has now left the group.

Self-insureds.

Don’t think
of themas

business lost.

It's no secret, many firms these days are
electing to insure themselves. At least for
primary limits. Instead of looking at these
accounts as the proverbial glass that's
become half-empty, smart agents and
brokers see them as a glass ready to be
refilled. Ready prospects for Excess of
Self-Insured Retention (SIR) coverage.
Interstate National has a department of
underwriters whe specifically handle this
complex insurance. They are backed by
INC's 65-plus years of special risk know-
how. And our claims department knows
* how to handle Excess of SIR claims
quickly and efficiently. We also work
closely with administrators of corporate

SIR programs.

« Allanta 404/633-0484.
Boston 617/482-0888

~Dallas 214/742-3638
* Houston 713/780-1100
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Thinkof
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Excess of S.L.R.

customers gained.

INC’s financial stability and strength
allows us to reliably write the necessary
high limits for this coverage. Up to $5 or
$10 mil ion over a SIR of $100,000 or more.
Our policy offers a selection of broad
coverage provisions with programs for
comprehensive liability protection.

Nationwide availability.

For more information, contact the INC

office nearest you.
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It is the second suspension of a
Lloyd’s broker this year. Five
months ago Armour Hick &
Parker was suspended with debts
of more than $2 million after facing
solvency problems through cur-
rency changes and high costs on its
European business activities.

A Lloyd's spokesman pomted
out that the suspension of these
two brokers did not reflect on the
brokerage community at Lloyd’s,
but rather emphasized the close
watch which is kept on member
firms at all times to ensure that cli-
ents are not adversely affected.

Marine competition

U.K. marine insurers departing
for Vienna for the annual confer-
ence of the International Union of
Marine Insurance speak of grow-
ing competition from U.S. and
other markets for shipping busi-
ness.

They are hoping to stabilize rates
before they become unprofitable,
but accept that this might be diffi-
cult with many other insurers
scrambling for new customers.

It appears that Singapore and
Hong Kong are emerging as poten-
tial marine insurance centers, in
addition to the traditional ones like
the U.S., Germany and Japan.

Olympic watching

Insurers at Lloyd's are busily
watching the “ups and downs" ot
Soviet politics as the controversy
over the 1980 Olympic Games
mounts.

Lloyd's has $40 million at risk or
the games through coverage which
the Merrett syndicate has led for
the National Broadcasting Com-
pany against cancellation by par-
ticipating nations.

It is now learned in London that
about $10 million in additional cov-
erage has been obtained for NBC
in other insurance markets outside
the U.K.

This follows the initiative of the
Merrett group, in association with
other Lloyd’s syndicates, in work-
ing out coverage for a $2 million
premium on the initial $40 million
exposure.

Several months of “Herculean
negotiations” between Stephen
Merrett and his Lloyd’'s colleagues
on the one hand and experts from
Lloyd’s brokers C.T. Bowring, who
were acting at therequest of Marsh
& McLennan for NBC on the other
hand, preceded the deal.

The project has aroused consid-
erable attention in the U.K. For-
eign Secretary David Owen is un-
der attack for not taking more posi-
tive action against Russia on hu-
man rights issues.

Signposts toward future devel-
opments have come from ama-
teur international golfer Laddie
Lucas, who has played for Britain
against the U.S. in Walker Cup
matches.

He wants the issue of Soviet in-
volvement to be debated by the
U.K. government-backed sports
council so that Britain can consult
with other nations, such as thosein
NATO or in the European Com-
mon Market, on possible with-
drawal from the Olympics. .

Classified
Advertising
In
BUSINESS
INSURANCE
Brings
Results.

business insurance
740 N. Rush St.
Chicago, lIl. 60611
312-649-5239




—

business insurance, September 18, 1978/ 179

C. Peter McColough
Xerox chairman heads

new retirement panel

Crain News Service

WASHINGTON—C. Peter Mc-
Colough, the man chosen to head
President Carter’s retirement com-
mission, is not a well known figure
in the pension field. But his profes-
sional career at Xerox Corp.shows
him to be an extremely capable
businessman running a progres-
sive, efficient company.

The 56-year-old Canadian born
executive was named to the com-
mission originally announced by
President Carter over a year ago.
Although the commission’s scope
is not completely defined, onesub-
ject of study is to be the relation-
ship of the private and public pen-
sion programs.

No other commissioners or staff
members had been named. But it
was learned that John Palmer, an
economist with Brookings Insti-
tute and former deputy assistant
director of the Department of
Health, Education and Welfare for
income security policy, had turned.
down the $47,500 post of executive
staff director for “personal profes-
sional” reasons.

One source said “the best way to
ensure a good selection is to pick a
person who’s busy.” Mr. Me-
Colough would seem to fitthat bill.
A three-page biography of the
Xerox chairman provided by the
company lists eight paragraphs of
organizations and activities that
feature Mr, McColough.

Among his titles are director of
Citibank, member of the Business
Committee for the Arts, the Na-
tional Urban League’s finance
campaign committee, the national
corporations committee of the
United Negro College Fund, the
steering committee of the National
Committee for Full Employment
and the board of governors of
United Way of America.

Not included in the biography
was the fact that Mr. McColough
was treasurer of the Democratic
Party from February 1973 until Oc-
tober 1974 when Robert Strauss,
now President Carter’s chief infla-
tion adviser, was chairman of the
party.

Several pension experts said ei-
ther they didn’t know anything
about Mr. McColough, or that the
appointment” was a good one,
Karen Ferguson of the Pension
Rights Center, however, said she
had hoped “arepresentative ofem-
ploye interests” would have been
chosen.

Approval even came from mem-
bers in the public employment
sector. Carmen Elio, chairman of
the Massachusetts Retirement
Law Commission, said, “I'm im-
pressed. He seems to have all the
tools.”

Mr. ‘Elio said that a person with

experience in the private- sector |.

was needed to chair the commis-.
sion. “A person who has the re-

sponsibility of heading a corpora- :

tion the size of Xerox is obviously
someone who can handle thisjob.”
Robert Kalman of the American
Federation of State, County and
Municipal Employes was not as
strong in his endorsement, but said
Mr. MecColough appeared to be
someone ‘“who. would respond
with regard to public policies.”
Preston Bassett, fromt Towers,
Perrin, Forster and Crosby and a
person who has.been mentioned as
a possible member of the commis-
sion, said he didn’t know Mr. Me-
Colough, but indicated that being

from a large corporation puts him . |-

“on the right side of the fence.d
think he'll look at the soundness of

Mr. McColough’s ‘broad scope'
marked him as the man to head
the retirement commission. Page
80.

the whole program,” Mr. Basseit
said.

One person familiar with Mr. Mec-
Colough is George Lingua, senior
vp at Citibank and vice chairman
ofthe ERISA Industry Committee.
He said the selection was a“terrific
choice,” which emphasized the
practical side of the retirement is-
sue. ™
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AGGREGATE AND SPECIFIC EXCESS COVERAGE AVAILABLE FOR QUALIFIED
GROUPS WITH AS FEW AS 150 EMPLOYEES
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ratio for each type of risk with any combination

of stop losses needed-for
catastrophe protection.

A new service we now provide to:

RISK MANAGERS. who are genuinely
concerned about -an equitable: and
ungerslandable premium allocation,
an

FINANCIAL OFFICERS who can't
wait six. months after a policy year
to. get risk costs into the cost of
producing a product. .

corporate.

S

Systems
&

Write to: Corporate Systems, P. O. Box 2827, Amarillo, Texas 791 05

Or Phone: 800 858-4160.— Toll free from outside the State of Texas:

(from Texas call 806 376-4223)

Corporate Systems Australia; “Holland House," 492 St. Kilda Road, Melbourne Australia

For more facts circle .18 on reply card. -



80 / business insurance, September 18, 1978

McColough’s wide scope marked him

as man for retirement commission

WASHINGTON—C. Peter Me-
Colough was chosen to head the
President’s retirement commis-
sion because he has the ability to
think in broad terms without a lot
of preconceptions, according to
Dave Mathiasen, a staffer at the Of-
fice of Management and Budget.

““He has to worry about anything
from the concerns of public plans
to the concerns of the private sec-
tor, with the ultimate concern of
the shifting ratio between the
working and nonworking popula-
tion,” he said.

He said the administration had
received a number of unsolicited
suggestions of likely candidates,
and everybody who was suggested
was considered to some degree.

He added, though, that because
of the commission’s “broad man-
date,” somebody who might be
good technically in one area was
not the type of persen finally con-
sidered for the top post.

Mr. Mathiasen said the final deci-
sion was made by President Car-
ter. He said he did not know if any-
body else was offered the position
before Mr. McColough.

Ever since President Carter an-
nounced his intention in June 1977
to have a retirement commission,
most speculators believed that the
President’s close friend, Atlanta at-
torney Charles Kirbo, would be
named chairman. But ir. the last
few months it became increasingly

apparent that Mr. Kirbo would not
be selectad.

“I don't understand what went
on with Mr. Kirbo,” Mr. Mathiasen
said. I know there were discus-
sions with him. At one point it just
became clear he was not going to
be the director.”

One reason it took so long to
name th= chairman (nobody else
has been named) was because the
retirement commission was not an
urgent n-atter, he said.

Another reason for the delay, he
said, was that when the commis-
sion was announced there were
“relatively few guidelines” and a
great deal of time and thought
went inte determining what scope
the commission would have. .

The final decision to offer iFe re-
tirement panel post to Xsrox
chairman Peter McColough was
made by President Carter.

Who Cares What Happens...

- « . after your group insurance contract
is delivered? You do, and so do we!

youlneediusitolmakefsurejthatfafgroup]

ibusinessiisibuildingishipsfoy;
makellith toRhelplyouSEull
availablelinfofficesithroughoutithelnationitolprovidelthelkindloflpersonallattentionitiat
Brovidentihasibeenfknown*fos ; :

- -

stimejprofes

insurancefpolicylworksJjustjas] mm%i
roadsYour/group;servicelrepresentativesiwil
likeRUackEEUIT; @fgﬁj{m

- )

w(rno

f

=y

[+ ANC

LIFE AND ACCIDENT

_.ﬁ Il LIFE AND CASUALTY |
- = .

o T B

N CF A T ANOOG AR T )
it L

For mare facts circle 5 on reply card

U.K. plans
probe of
strict liability

LONDON—Detailed talks are to
take place in the U.K. on the princi-
ple of strict liability for product
defects, according to the govern-
ment’s consumer protection de-
partment.

It is seeking the views of more
than 400 organizations in com-
merce, industry, consumer groups
and the trade union movement.

Recent trends have inclined le-
gal experts toward the view that
product liability compensation
ought to be simplified, paitly by
means of a no-fault system, if the
present Labor government can
find time to develop legislation.

Roy Hattersley, prices and con-
sumer protection minister, told
Parliament: “Proposals to make
producers strictly liable will be an
important and widely welcomed
reform in civil law. Discussions are
now-ready to start with major trade
associations and other representa-
tive bodies in sectors mostlikely to
be affected. These will include
pharmaceuticals and foodstuffs.”

Substantial moves have been
taking place in Western Europe in
recent years, especially afterthe ef-
fects of the thalidomide tragedy
became known, to introduce a no-
fault system for personal injury—
and possibly even for damage to
personal property—caused by de-
fective products.

But the Confederation of British
Industry has warned that insur-
ance costs might rise if strict liabil-
ity is suddenly introduced and the
U.K.s ability to compete with
other industrial markets might be
prejudiced if there are no moves in
other countries to introduce no-
fault laws. =

Malpractice:

A cat’s meow

MARTINEZ, Calif—The
County of Contra Costa lost
a malpractice lawsuit re-
cently; the victim, a black
cat named Ophelia.

It seems that an opera-
tion performed on QOphelia
at the county’s low-cost
spay clinic in May 1977 was
unsuccessful. A municipal
court judge ruled that the
county was liable for the
cost of a second operation.

Ophelia’s owner testified
that after the first operation
the neighborhood male cats
continued to court her, so he
took the amorous feline to
a private veterinarian who
confirmed she was, indeed,
in heat.

A second operation was
performed and Ophelia's
owner offered as evidence
the feline's ovaries, pre-
served in formaldehyde.

The cost of the second
uperation, $65, plus court
costs of $10.50, came out of
the county’s self-insurance
fund, according to a spokes-
man for the county adminis-
trator's office.

Anderson dies

Harry C. Anderson, 66, died in
Arizona at his residence of leuke-
mia. Mr. Anderson had retired to
Arizona last year after spending 35
years as a risk management con-
sultant with Chicago-based Corpo-
rate Policyholders Council,
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Teamsters fund settles

suit, liberalizes rules

SAN FRANCISCO—The West-
ern Pension Conference of Team-
sters has liberalized its eligibility
rules for pension and disability
benefits to settle a four-year-old
lawsuit.

The suit was originally brought
by seven cannery workers, includ-
ing Amelia Martinez, a veteran can-
nery worker in Sacramento. Ms.
Martinez was struck by a car and
disabled in 1873, but was denied
disability benefits despite 33 years
on the job. :

The Western Pension Confer-
ence of Teamsters, headguartered
in Seattle, runs one of the largest
Teamsters benefit plans.

In the settlement, the fund’s
rules for break-in-service were lib-
eralized retrospectively and its
rules for disability benefits were
liberalized for both past and future
claims, according to Jeffry Lewis,
an attorney for the Senior Citizens
Law Program in San Francisco.

A legal team from the federally
funded law program acted as coun-
sel for the plaintiffs in the lawsuit.

The cost of the settlement to the
fund was estimated by Mr. Lewis
0o be several million dollars. A
rust fund lawyer is understood to
believe that the cost of the settle-
ment will depend on how many
people come forward to present
claims.

Under the agreement, the claims
are retroactive to Dec. 31, 1971, a
date which reflects the four-year
statute of limitation on the filing of
pension claims.

Mr. Lewis explained that under
he old eligibility rules a cannery
worker who wanted to avoid a
break-in-service and not lose all
the money accrued to his account
would have had to work 600 hours
every two years. With the settle-
ment, Mr. Lewis said the worker
must work only 450 hours every
three years in order to maintain his
or her benefit status.

“Cannery workers have very
arratic work patterns, perhaps
working 100 hours in one year, 700
in the next and nothing in the third
year,” Mr. Lewis said.

He emphasized, however, that
the change in break-in-service
rules is purely retrospective be-

Mutual captive
ups capacity

HAMILTON, Bermuda—Nu-
clear Mutual Ltd., a group cap-
tive writing property coverage for
nuclear power plants, raised its
limits on available coverage from
$175 million to $225 million.

The higher limits, which went
into effect this summer, reflect
continued escalation of construc-
tion costs, the insurer said. Nuclear
Mutual’s limit of coverage has
risen from $100 million since 1973
and higher limits are expected in
the future to keep pace with infla-
tion, said John Dobbs, assistant
general manager.

cause “the trustees liberalized the
rules for break-in-service follow-
ing the passage of ERISA.”

The liberalization of the disgbil-
ity benefits under the settlement is
both retrospective and prospec-
tive, however. In the past, to be eli-
gible for disability benefits, a can-
nery worker had to be both fully
vested and have worked 3,000
hours over the prior four years.

“Our statistics showed that 80%
of the workers could not meet that
standard,” he revealed.

Under the settlement rules, the
3,000 hour requirement has been
reduced to 1,000 hours, a change
the attorney said should make
many more cannery workers eligi-
ble for disability benefits. .
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AMERICAN BUSINESS IS OPENING SOME EYES.

For years, American business management. It’s the look of alert,
has been plagued by a sizable problem.  informed employees.

We're losing our resources:
natural, man-made and human. The
rate of loss is alarming. Moreover,
amajority is the direct result of
human error. in our daily work.

As difficult as it might sound, The You'll be seeing more of these
Factory Mutual Systemintendstocut ~ eyes in companies across America.
this loss. We've initiated a major effort ~ They mean think twice, look. And
to that end. You see our symbol above.  above all be aware.

We call this mark The Eyes of Our symbol doesn’t stand
Awareness. It represents concermed alone. It's backed by a fully imple-
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Member insureds will continue
0 be able to select coverage limits
ranging from $100 million to $225
million on operating plants and
from $50 million to $225 million on
plants under construction.

Nuclear Mutual also released its
1977 financial statement, reporting
net premiums of$18.1 million com-
pared with $14.2 million in 1976
and earnings from insurance oper-
ations of $16.1 million, up from
512.9 million the previous year.
Through March 31, 1978, losses in-
rurred represented 6.8% of total
oremiums earned. =

mented program that is tailored to

suit your company and your needs.
Together, they share arealiza-  You'll be learning more soon.

tion of what’s been lost and what’s to We'll all but guarantee that what

be gained through the conservation you discover will open your eves.

and protection of everything involved

Allendale Insurance

Arkwright-Boston Insurance
Philadelphia Manufacturers Insyrance
Protection Mutual insurance
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Land values in question

Liability for Michigan feed poisoning could double

By ELLIS SIMON

LANSING, Mich.—A ruling by a
Michigan judge next month could
greatly increase the total liability
of Farm Bureau Services Inc. and
Michigan Chemical Co., the two
firms principally involved in the
accidental introduction of poly-
brominated biphenyl (PBB) into
the food cycle of Michigan dairy
cattle. :

Michigan Chemical Co., a sub-
sidiary of Northwest Industries,
mistakenly shipped to Farm Bu-
reau Services PBB-laden fire retar-
dant in place of a feed additive. The
toxic chemical was mixed into
feed distributed to dairy farmers
over a three-year period.

Judge William Peterson is ex-
pected to decide by mid-October
whether Missaukee County farmer
Roy Tacoma is entitled to compen-
sation for reduced real estate value
as aresult of the poisonings, which
occurred from 1971 to 1974. The
case has been before the court
since October 1977 and went to the
judge last month.

According to Kenneth McIntyre,
an attorney for Farm Bureau Ser-
vices, estimates on the damage to
the Tacoma property range from
$60,000 to $155,000. If Judge Peter-
son rules that lowered real estate
values are compensible, plaintiffs
are likely to ask that the ruling be
transferred to other cases.

Estimates on the number of out-
standing lawsuits brought by
farmers in the PBB incident range
from 160 to 200. Gary Schenk, at-
torney for Mr. Tacoma and 80 other
plaintiffs, said maximum expo-
sure on these claims totaled be-
tween $40 million and $50 million,
excluding real estate values.

Adding real estate value would
increase that liability by two to
three times, he said. Mr. Schenk is
seeking compensation for land
value loss on behalf of all of his
clients.

A broad ruling in favor of recov-
ery on real estate value loss could
induce farmers who previously
settled with Farm Bureau and
Michigan Chemical on loss of live-
stock to file additional claims for
the value of their land, said Mr.
McIntyre. The standard releases
for those earlier settlements con-
tained exclusions for bodily injury
and damage to real estate, he ex-
plained.

To date, Farm Bureau and Michi-
gan Chemical have paid over $40
million on almost 800 claims al-
ready settled. The liability has
been split evenly by the two firms,
although Farm Bureau has ex-
ceeded the limits of its liability
coverage.

Farm Bureau liability coverage
totaled $8.6 million placed with
Auto-Owners Insurance Co., Fire-
men’s Fund Insurance Co. and
the New Hampshire Insurance
Group. Northwest Industries, par-
ent of Michigan Chemical, was in-
sured for $28 million with Trav-
elers Insurance Co., Lloyd's of
London, American Home Assur-
ance, INA and Aetna Casualty &
Surety.

One farmer who settled pre-
viously has filed suit for damage to
real estate, according to Mr. McIn-
tyre. He is Frederic Halbert Jr. of
Battle Creek, who was the first to
discover PBB in his dairy cattle in
1974,

Mr. Halbert was one of about a

RBH acquisition

Rollins Burdick Hunter, the
nation’s seventh largest insurance
broker, has merged with the Hous-
ton brokerage firm George V. Kane
& Co.

dozen farmers who received settle-
ments, restocked their herds and
later found their new livestock
were also contaminated. according
to Kenneth Van Patten, head
of the Michigan Department of
Agriculture’s special PBB unit.

Liability problems for Farm Bu-
reau and Michigan Chemical have
been compounded by a $119 mil-
lion lawsuit filed by the state in
February. The suit seeks $59 mil-
lion in compensatory damages to
cover the costs of identifying and
destroying contaminated livestock
through 1982 and $60 million in pu-
nitive damages for “willful and
grossly negligent” conduct on be-
half of the defendants.

A hearing has been scheduled

for mid-October on whether a
three-year statute of limitation for
bodily injury or a six-year statute
of limitat:on for property damage
should apply in this case. Should
the three-year rule be applicable,
the state’s case could be thrown
out, said essistant attorney general
David Kutinsky.

The staze's PBB elimination pro-
gram went into effect in October
1977. First year appropriations to-
taled $16.5 million including $15.2
million to the Department of Agri-
culture for identification and re-
moval of contaminated livestock
and compensation to farmers. Also
included was $1.2 million to the
Department of Natural Resources
for the destruction and burial of
the ill-fated animals.

Approximately 1,300 head of cat-
tle and 500 head of sheep have been
destroyed to date, according to Mr.
Van Patten. While the agriculture
department’s program has re-
mained within budget, the Depart-
ment of Natural Resources required
additional money as the result of
litigation concerning the suitabil-
ity of a proposed burial site.

Mr. McIntyre noted that only
dairy cattle whose milk exceeds
the state PBB concentration limit
of 20 parts per billion were de-
stroyed immediately. Cattle ex-
ceeding the limit in their body tis-
sue but not in their milk were de-
stroyed at the end of their produc-
tive lives, he said. -

How long it will be before the

Michigan environment is rid of
PBBs and liability woes end for
Farm Bureau and Michigan Chem-
ical cannot be determined. PBBs
and polychlorinated biphenyls
(PCBs) a coolant oil used in trans-
formers, were developed for their
extreme chemical stability, noted
EPA toxicologist Lyman Condie.

The only way to dispose of PBBs
is in a landfill or through incinera-
tion, he said. PBBs decompose
only at high temperatures, he
added.

PBBs can only be removed from
the farms by carrying away all con-
taminated soil and farm buildings,
Mr. Condie said, although it is pos-
sible to remove enough material so
that PBB concentrations are below
state limits. n

—

|| MEMO FROM
i MARSH & MCLENNAN

It used to be
easy to tell the
good guys from
the bad gquys.

Not any more. Many of today’s
most elusive criminals don't
look much different from you
and me. They may be right
there on your payroll, without

you knowing it. That is, until

it's too late.

That’s one reason why banks,
stockbrokers, insurance com-
panies and other financial
institutions, though among
the most respected elements of
our business community, are
beset by some of today’s most
severe insurance problems.

In the area of crime losses
alone, many financial institu-
tions have had difficulty ob-
taining adequate amounts of

| insurance and some even oper-
ate without coverage. In newer
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Veteran claims manager Guy Storey on the telephone checks a figure
as the Gold Kist staff plunges into the self-insurance switch.

A Gold Kist sows golden harvest

o By JERRY GEISEL

ATLANTA—When Gold Kist
Inc. received word that average
workers compensation rates in
Georgia were expected to go up
20% this year on top of a 53% in-
crease since 1975, Robert E. Rich
decided it was time to try some-
thing new.

What the director of insurance
and risk management did was to
switch Gold Kist to theranks ofthe
selfsinsured.

Corporate selfiinsurance of
workers compensation, of course,
is not exactly anew concept. Thou-
sands of firms in recent years have
jumped on the workers compensa-

]

tion self-insurance bandwagon.

But several factors make Gold
Kist’s switch stand out as a case
study in how to implementand op-
erate a self-insured program.

Unlike other companies in
which top management can take a
year or longer to approve a major
change in the method of risk
assumption, Mr. Rich’s self-
insurance program got the go-
ahead from the Gold Kist execu-
tive committee a bare six weeks af-
ter the plan was formally pre-
sented to them.

“Once we got the go-ahead we
moved 90 miles-an-hour,” said the
42-year-old risk manager.

Mr. Rich and his risk manage-

e et

areas of insurance coverage —
such as L.ability under ERISA,
Electronie Fund Transfer,
Automated Teller, and Debit
Card—underwriters have
granted insurance either
sparingly or not at all.
Cverall. insurance coverage in
'

U.5. Commercial Banks \

Blanket Bond Experience
Premiums vs. Losses

£°30

TR
: i‘"”L-‘ ]

20 ;

ok

20

e
o

T

(SC00.000 Omatied)
~
S

“Estumaled

74

this fieid has undergone several
rounds cf policy restrictions
and substantial increases in
deductikles in recent years,

Twe factors compound
the situation.

First of gll. the insurance
market [or most coverages
purchased by financial
institutions is served by a
limn.led number of insurance
companies. few of size, and
s=veral offering only special-
ized lines of coverage.

Second, .n the category of
crirae insurance coverage, the
insLranee industry has paid
out remendous sums of money
ove: the past five years,
resclting in large operating
deficits even after taking into
accourtinvestment income.
Consequ.ently, there is a crucial

shcrtage of the capital and
surolus necessary to provide

for the insurance reguirements
of the financial community.
Paradoxicaliv, these factors
have converged at a time when
the risks of ioss confrenting
financial institutions have in-
creased many times because of
new technologies and business
expansion, coupied with
changes in the social and legal
environmer:t in which financial
insritutions operate.

How Marsh & McLennan

is tackling the problem.
Specializarion! By bringing
together a group of I:rnancial
institution insurance profes-
sionals and making :his a

to have on your side.

cases where discovery of the
losses was made long after the
crimes had been committed.

Most of all, Marsh & McLennan
has learned through special-
ization that standards for loss
prevention, consistently
applied are the best way to pre-
vent or to reduce losses, and in
turn, to reduce premiums.

Simply put. no insurance bro-
ker is better equipped or is bet-
ter organized to respond to the
diverse insurance needs of
financial institutions.

In other words, we're good guys

Marsh & Melennan resource
available toour clients any-
whare. The diversity of skills
representec by this croup,
which can be tapped through
our offices. :ncludes experts in
risk analysis, underwriting,
cla:ms manzgemen: and loss
prevention,as they relate to the
truly uniquzloss exacsures
faced by financial irstitutions.
This groug is active!y engaged
in an attemzt to ease “he pres-
sure on finencial inst:tutions
by :ncreasing the underwriting
cagacily ava:lable tc them, and
by szeking widespread industry
support for these efforts.
Further. in "he area of crime
cla:ms, difficulty in =stablish-
ing and proving losses is one ol
the most troublesor-e and frus-
trazng aspects of th:s type of
insurance. Marsh & McLennan,
by concentrating the skills of
its ceople ir. this fie d is
thcroughly knowlec geable in
the details nzcessary 10 estab-
lish claims properly with insur-
ers. Also, we sffer specific
exgerience :n the m=chanics

ol cocumenting prooal that
loss2s were insured ir: those

If you'd like to know more. we
have prepared a kit containing
up-to-date information on this
important subject, which we'll
send you on request. Write to
Dept. 400 Bl. Marsh &
McLennan, Incorporated.

1221 Avenue of the Americas.
New York, N.Y. 10020.

Ourspecialists in insurance Jor financial
instiiutions are reacly to serve you,

When it comes to insurance,
come to the leader.

© 1978 Marsh & McLennan, Incorporaied

= by self-insuring workers comp

ment department needed only two
more months to implement the
program. Those eight weeks were
used to hire additional staff, work
out final details for excess cover-
age and obtain needed state ap-
provals for the program. =

In planning its workers compen-
sation program, Gold Kist did not
rely on the advice of brokers or
consultants. Similarly, the admin-
istration of the plan is almost en-
tirely handled in-house by Mr.
Rich and his eight-person staff.

Last, but certainly not least, Mr.
Rich expects the self-insured pro-
gram, which covers 10,500 em-
ployes in nine states, to save Gold
Kist a pot of gold. He puts the sav-
ings, including the costs of run-
ning the program and paying
claims, at $1.3 million annually.

Under the program, Gold Kisi
self-insures the first $100,000 of
losses on an occurrence basis in
most states. In several states, the
self-insured retention is $200,000.

Above that, Gold Kist covers ag-
gregate losses up to $1.6 million.
Aetna Life & Casualty Co. is the
excess carrier, paying losses on an
aggregate basis from $1.6 million
to $5 million.

While Gold Kist didn’t begin to
self-insure until this year, theroots
of the workers compensation pro-
gram go back years. Mr. Rich,
claims manager Guy Storey and
insurance manager Dennis Mc-
Govern had been carefully track-
ing premiums paid and actual
losses.

In the last fiscal year, paid and
reserved losses were less than 20%
of standard premium. Insurance
manager Mr. McGovern estimated
at one Florida plant that Gold Kist
would have to pay $500,000 in pre-
miums even though claims at the
facility were expected to be only
$35,000.

With these figures at hand and
facing a workers compensation bill
that was climbing toward the $3
million mark, Mr. Rich presented
his case for self-insurance to the
executive board.

At the same time, Mr. Rich lob-
bied for self-administration of the
program in which nearly all loss
prevention services and claims ad-
justing would be handled by an ex-
panded staff.

Mr. Rich was particularly ada-
mant about keeping the purchase
of outside services to a minimum.
By adding experts to the staff, Mr.
Rich believed he could signifi-
cantly reduce the cost of claims
handling.

In May, the self-insured program
received board approval. Mr. Rich
received permission to expand his
staff by five, adding two risk ana-
lysts, a compensation claims clerk
and a claims supervisor. The pro-
gram was to begin July 1.

The key to any successful self-
insurance program is a clearline of
communication and an effective
loss prevention program, Mr.
Rich said. These factors are espe-
cially importantat Gold Kist due to
the firm’s diversification. Gold
Kist’s operations include soybean
processing plants, feed mills, a pes-
ticide plant, poultry processing,
peanut processing as well as 142
retail farm centers which supply
farmers with a wide range of agri-
cultural products.

All these facilities present many
potential hazards to workers. Em-
ployes for example can become ill
if they fail to don protective gear
before handling pesticides.

The job of loss prevention rests
on the shoulders of Gold Kist’s

Continued on following page
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Risk manager Robert Rich in-
sisted that the best way to self-
insure for workers compensa-
tion was also to self-administer
the program.

Gold Kist plan . . .

Continued from preceding page
two new risk analysts, William
Ethridge and Gregg Gill, both re-
cent graduates of the University of
Georgia's risk management pro-
gram.

Calling themselves Mr. Rich's
ears and eyes, Mr. Ethridge and Mr.
Gill inspect Gold Kist's scattered
operations not only to investigate
claims, but also to recommend
what can be done to prevent those
losses from occurring again.

Mr. Ethridge describes himself
as a diplomat as well as a risk ana-
lyst. “You don’t tell a field man-
ager, ‘Do this. Don’t do that.’ That
won't work in South Georgia,” he
said. A carefully worded sugges-
tion often reaps far greater results
than a terse order.

Every Friday Mr. Ethridge and
Mr. Gill report to insurar:ce man-

ager Mr. McGovern on loss control
or risk management problems that
need immediate attention at each
facility.

For example, the two risk ana-
lysts may find that an extraordi-
nary number of minor injuries ata
chicken processing plant are due
to a lack of safety shields on cut-
ting devices. Mr. McGovern will
call the plant's manager to explain
how *“$600 invested in safety
equipment might save $12,000 in
claims. When you explain the situ-
ation in those kind of terms, people
do understand and the corrections
are made,” Mr. McGovern said.

Aside from investigating losses,
Mr. Ethridge and Mr. Gill keep
tabs on new exposures atlocations
so Mr. McGovern can keep un-
derwriting files up-to-date. For ex-
ample, a retail store may have

added grain silos, increasing the
location’s exposure level.

Gold Kist employs a team of in-
dustrial nurses at its poultry pro-
cessing plants to keep minor inju-
ries from becoming severe losses.
A certain number of injuries are in-
evitable since employes use razor
sharp knives in cutting the chick-
ens.

But by employing the nurses at
the processing plants, immediate
first aid can be applied to the cuts,
preventing later infections. “By
having industrial nurses, we are
going to prevent 99.5% of injuries
from becoming severe losses,” Mr.
Rich said.

At each Gold Kist location, an
employe is responsible for filing
the first injury report formwith the
Atlanta office. In Atlanta, the in-
jury report form goes straight to
the comp claims desk where it is
classified by severity. ;

Comp claims clerk Kim Melton

Hartford Steam Boiler
doesn't want you to get all
steamed up if your heating
boiler doesn't. So we're of- Meirog
fering a free Heating Boiler Title
Start-Up Checklist and a S
free Boiler Log Program for City
your use this fall. Blion

I'll take you up on your Hot Offer.
Please send immediately, so Il can enjoy
trouble-free operation this hecting season.

Zip

Program, designed and
tested by our national staff
of over 900 inspectors and
engineers, have been rou-
tinely distributed to our in-
sureds for years. They are
just two more ways Hartford
Steam Boiler is providing

The Heating Boiler Check-
list details step-by-step pro-
cedures for avoiding start-up
failures because of low
water, poorly maintained con-
trols, inoperative safety de-
vices, etc.

The Boiler Log Program
provides a continuing, year-
round guide to energy efficient

-operation and boiler accident
prevention. Together, the
Checklist and Boiler Log Pro-
gram provide convenient
ways for your key plant per-
sonnel to educate boiler opera-
tors concerning appropriate

Send coupon to Hartford Steam 3oiler
Inspection and Insurance, 56 Prospect
Street, Hartford, Connecticut 06202,

L-------_-

start-up precautions, main-
tenance and operation. Most
accidents to low pressure, fire
tube heating boilers irvolve
overheating and burning.
Over half of these are in the
area of operating or protective
control malfunctions. Many of
these accidents occur necause
of a lack of operator training
and improper maintenance of
this equipment.

The Checklist and Boiler Log

For more facts circle 33 on reply card -
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building blocks for estab-
lishing and maintaining an
effective in-house risk
management program.

For free copies, simply fill
out and send us the coupon.

STEAM BOILER
INSPECTIONAND
INSURANCE

Hartford, Connecticut

We help more risk managers
manage risks better.

processes routine medical claims.
Joy Cook, workers comp claim su-
pervisor, handles more severe
medical and time loss claims.

It is up to Mrs. Cook, who joined
Gold Kist in June after being a
claims adjuster at Chubb & Son, to
establish reserves for claims and
recommend possible rehabilita-
tion services.

Mrs. Cook reports to veteran
claims manager Guy Storey, who
ran a claims adjusting office for
Employers of Wausau for four
years before joining Gold Kist in
1974.

Mr. Storey reviews the reserves
Mrs. Cook establishes. As claims
manager, Mr. Storey also may take
a role in supervising problem
cases. “A plant manager may not

Gold Kist

Big and diversified is the
best way to describe Gold
Kist, a farmers’ cooperative.
Organized in 1933 in Car-
rollton, Ga., as a small coop-
erative to market cotton,
Gold Kist has grown to an
industrial and agricultural
company with operations in
16 states and sales last fiscal
year of $1.4 billion. Gold
Kist operates 142 retail farm
centers that supply farmers
with feed, seed, plant food
and agricultural chemicals;
runs soybean and pork pro-
cessing plants, and is the
largest processor of peanuts
in the world. The coopera-
tive has 11,000 employes.

respond to Joy’s concern that an
injured employe is not receiving
proper medical care,” Mr. Storey
said. “I'll go to the group vice presi-
dent orsomeone elseto seethatthe
problem is resolved right away.”

Mr. Storey cites better corporate
control as a key advantage to self-
administering claims. “Previously,
little could be done if the carrier
over-reserved claims, resulting in
higher premiums,” he said.

Mr. McGovern pointed out that
on oceasion Gold Kist may hire an
outside adjusting firm to handle a
claim at a location far from Gold
Kist's Atlanta headquarters. But in
99% of workers compensation
cases the law is so clearly spelled
out that an in-house staff can han-
dle it if a company employs top-
notch claims talent, he said.

One unexpected benefit of the
self-insured program has been
greater recognition and improved
status of the risk management de-
partment.

Before the self-insurance pro-
gram began some employes had
questioned the need forand cost of
the risk management department,
Mr, Storey explained.

“There were those who were say-
ing: ‘Why do we have to spend this
kind of money on staff just to buy
insurance,” ” he said. “Now we are
showing them what we can do. Itis
no longer a buy-buy department,
but a save-save department.”

Openly loyal to his employer—
“my professional life is Gold
Kist”—Mr. Rich said healways has
been able to obtain top manage-
ment support because Gold Kist is

“the kind of company where good

performance is rewarded.

Avoiding the communications
gap that exists in some firms be-
tween the insurance department
and senior management, Mr. Rich
keeps top corporate officers in-
formed of Gold Kist's insurance
costs and programs as well as in-
dustry trends through periodic
risk management seminars.

Mr. Rich isn't done by any
means. His next project is adding
computer capability so trends in
claims can be quickly spotted and
action taken to reduce those
claims. m
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Unions must okay changes

in administrators, board rules

WASHINGTON—A corporation.
may be required to gain union ap-
proval before it changes the ad-
ministrator of its employe benefits
plan, a federal mediation board
ruled last month.

The National Labor Relations
Board said changing benefit ad-
ministrators is a mandatory sub-
ject of bargaining if the switch
significantly affects employment
terms and conditions.

The board ruling involved Key-

stone Steel & Wire andits hospital,

medical and surgical benefit plan
which was administered by Blue
Cross.

Under the plan, Blue Cross pro-
cessed claims, determined the ap-
propriate benefit to be paid to a
claimant and paid the benefit. Key-
stone then reimbursed Blue Cross
end paid a fee for handling the
claim.

In late 1976, Keystone’s parent
company, Keystone Consolidated
Industries Ine. of Bartonville, T11.,
became concerned over the con-
stantly increasing charges its divi-
sions were paying for administra-
tion of their different benefits pro-
grams.

Keystone had 35 plans which
were administered by various in-
surance companies. In some cases,
the plans were insured and other
cases, such as the Keystone Steel
& Wire plan, the insurer only pro-
vided administrative services.

To cope with theserising admin-
istrative costs, Keystone decided

to consolidate all the benefit plans |.

with one insurance company that
would only provide administrative
services.

Keystone advised its union
about the pending change in ad-
ministrators and said the best ad-
ministrative companies were Pru-
dential and Metropolitan.

Joe Ziegele, Keystone's indus-
trial relations manager, told the
union that Blue Cross was not be-
ing asked to bid on the contract
because Keystone felt the insurer
could not provide the types of na-
tional service needed to administer
the 35 different plans.

On Nov. 1, 1877, Keystone
switched its benefit plan adminis-
tration from Blue Cross to Metro-
politan. While Keystone discussed
the change with itsunion, the Inde-
pendent Steel Worker’s Alliance, it
did not gain the union’s consent.

The federal board found that the
change from Blue Cross to Metro-
politan did affect employes and as
a result union approval was neces-
sary underasection ofthe National
Labor Relations Act.

Keystone officials declined to
comment on the board’s decision
saying only that “ourindustrial re-
lations and insurance people are
reviewing the decision with our at-
torneys."”

The federal board said there
were several key differences af-
fecting employes.

Blue Cross provided employes
with a labor consultant, available
fwice a month at a union hall, to
provide information and handle
claims problems. Metropolitan

Life insurers pay
$74 million daily

WASHINGTON—Life insur-
ance compahnies pay more than $72
million daily to American families,
reports the American Council of
Life Insurance.

Less than halfofthis money goes
to families as a result of death. The
larger part is paid to living pelicy-
holders in the form of annuity and
endowment payments. =

lacked a similar service..

The board also . found that
Metropolitan’s procedure for filing
surgical .claims required more ef-
fort and more paperwork from
claimants.

Metropolitan, however, was
much faster than Blue Cross in
paying charges on a major medical
claim. Keystone's insurance clerk
testified that Blue Cross took be-
tween six weeks and eight months
to pay charges on a claim that Me-
tropolitan needed only two-and-a
half weeks to pay.

Metropolitan's performance as
an administrator may have been
better in some cases than Blue

Cross, such as paying claims
quicker, but superior performance
was not at issue, the board con-
cluded.

What was at issue is whether
there were significant differences
in methods of administration that
would affect employes. Since sev-
eral differences were found, Key-
stone was in violation of thelaw by
not winning union consent before
going ahead with the change.

Keystone said it has not decided
what it plans to do in response to
the National Labor Relation Board
decision, which requires Keystone
to reinstate Blue Cross as the ad-
ministrator of the plan if the union
requests such a step. . ]
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N.C. finds it appealing

State cuts

By REBECCA A. FANNIN

CHARLOTTE, N.C.—The state
of North Carolina plans to revamp
its coverage for police professional
liability, following the lead of
neighboring South Carolina, which
premiered a uniquely comprehen-
sive and reasonably priced profes-
sional liability program.

Insurance for police professional
liability has become more restric-
tive with the increase in lawsuits
against police and with the deci-
sion of the Factory Mutual System
to withdraw from the market in
November - 1977, Factory Mutual
had written a large percentage of
police professional liability.

While buyers of police -profes-
sional liability have resorted to

police liability insurance cost

more restrictive coverage and paid
higher premiums, South Carolina
has reduced premiums while
broadening coverages for police
liability.

This savings was accomplished
by joining high-hazard police cov-
erages with lower-risk coverages
for other public officials, who pre-
viously weren't insured for profes-
sional liability.

Police insurance premiums fell
from $188 yearly per individual to
$7.50 yearly, a single rate for all
public officials including police.

The program was set up by Paul
V. Hawkins, chief of insurance for
the state of South Carolina. Mr.
Hawkins said he knows of no other
state that provides such oroad cov-

erage for public officials as his
state.

The >»olicy, underwritten by
Michigan Mutual Insurance Co.,
Jjoins professional and general lia-
bility insurance in what Mr,
Hawkins describes as a;general lia-
bility :n manuscript form. It covers
bodily :injury, property damage
and includes a personal injury en-
dorsement that covers libel, slan-
der and false arrests. Diserimina-
tion suits are also provided as an
insured peril under personal in-
jury.

The policy additionally insures
errors and omissions, covering
wrongful acts.

Limits per occurrence are
$300,000 with no aggregate limit,
according to Mr. Hawkins. The

only deductible is $100 for prop-
erty damage.

The insurance program is of-
fered wvoluntarily to all political
subdivisions of the state and to
state-owned hospitals. It covers
approximately 100,000 public offi-
cials in South Carolina.

North Carolina plans to offer a
similar program to its 60,000 mu-
nicipal and county employes,
65,000 state employes and 25,000
school board members if the state
can obtain the coverage atapproxi-
mately the same price as its south-
ern neighbor.

The more northern state has sent
out specifications to 200 casualty
insurers licensed in North Carolina
and hopes to establish coverage by

Isyour client covered?

A platform like this, standing in 50 to
100 feet of water, may have as many
as 36 wells producing, shut-in or drill-
ing. If one or more of them blows out,
the losses are going to mount up fast.
$20 million plus for the platform
itself. Millions of dollars to control the
well. Perhaps, several million dollars
more for seepage and pollution. And
you haven't even begun to redrill the

wells yet!

In the Baltimore Canyon or North
Sea, the figures would be consider-

ably higher.

Even if your client has cnly 2 10%
interest, he's looking at a big loss. If
he’s going to survive it, he'd better have
good insurance coverage.

At J.H. Blades, we've been
writing control of well insurance
with all the related coverages for
many years. As specialists in
large oil and gas risks, we have
contracts enabling us to provice

coverages up to $500 million in

one placement.

If you have a client in the o1l

yoL get him the kind and the amount
of insurance he should have.
$100,000,000! No one has that

kind of money to burn.
J.H. Blades & Co,, Inc.
P. O. Box 22003
Houston, Texas 77027
713/526-6551

Cable: "BLACOINS"

Telex: 775-426 _

Other offices in San Antonio,
Tulsa and Bermuda.

and gasbusiness, wecanhelg I,H, BI_ADES & CO.’ lNC.

January, according to C. J, Spivey,
director of the Charlotte-Meck-
lenburg insurance advisory com-
mittee.

The revamped program would
reduce police insurance premiums,
but the total savings for the state
would be minimal since more pub-
lic officials would be insured, Mr.
Spivey said.

Policemen in North Carolina
currently are insured in a variety of
ways. In Charlotte, approximately
600 police are covered through a
funded reserve set aside in a trust
fund.

The state earns interest from the
trust but the fund is committed to
one use, which is a disadvantage
in an era increasingly prone to re-

~'volts by taxpayers, Mr. Spivey

said.

Other police departments have
purchased less comprehensive
coverages for little cost saving
from such companies as North-
eastern Fire Insurance Co. or the

* Jefferson Insurance Co., which of-

fers a policy that only insures
against libel, slander and false ar-
rest.

Mr. Spivey said others have de-
cided not to insure their police for
professional liability. The remain-
ing departments, he said, have pur-
chased insurance from Law En-
forcement Insurance Co., a captive
formed to fillthe gap when the Fac-
tory Mutual pulled out of the mar-
ket.

A special study committee ap-
pointed by the governor of North
Carolina had examined ways of in-
suring the police for a year before
deciding to use the South Carolina
program as a model. Mr. Spivey
was an adviser to the group. o

Police officers
plan unveiled

NEW YORK—A new program
offering professional liability cov-
erage for law enforcement agen-
cies has been announced by Ste-
wart Smith. The coverage, written
by Insurance Co. of the State of
Pennsylvania, an AIG subsidiary,
provides protection 0f $250,000 per
person and $500,000 per incident
plus defense costs.

According to Stewart Smith vp
Fred Palm, the program is avail-
able to state, county, town and
municipalities with population un-
der 200,000. The coverage is on a
claims-made basis with an exclu-
sion for incidents occurring prior to
the effective date of the first policy.

Availability of coverage under
the law enforcement facility is sub-
ject to state regulatory appro-
vals. ]

The people who can
always find a way in

NEW HAMPSHIRE

are .
KENDALL INSURANCE, INC.
90 South Main-Street
Rochester:03867
332-5800

SEE OUR AD ON PAGE 3
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Colleges to offer 5 courses
for benefit specialist program

BROOKFIELD, Wis.—Colleges
and universities around the nation
will be offering the first five
courses in the 10-course program
leading to the designation ofa “cer-
tified employe benefit specialist.”

The program is sponsored by the
International Foundation of Em-
ploye Benefit Plans and the Whar-
ton School of the University of
Pennsylvania. Course V, “Life,
Health and Other Group Benefit
Programs,” will be offered for the
first time this fall.

Course VI, “Accounting and In-
formation Systems,” and Course
ViI “Asset Management,” will be
offered for the first time in the
spring of 1979.

The courses are designed for
home study as well as classroom
instruction.

Course I, “Contemporary Legal
Environment of Employe Benefit
Plans,” provides a general review
of the legal system and basic legal
rights and responsibilities. It
serves as a foundation for the other
courses in the program, butisnota
prereqguisite.

Course II, “Pension Plans,” fo-
cuses on the basic features of cor-
porate and multiemployer pension
plans. It includes plan design,
funding instruments, actuarial
cost factors and methods, retire-
ment benefit alternatives, tax con-
siderations and government regu-
lation.

Course III, “Social Security,
Savings Plans and Other Retire-
ment Arrangements,” discusses
the impact of the Social Security
Act on all types of employe bene-
tit plans. It also analyzes savings
plans in terms of contribution ba-
sis, allocation formulas, invest-
ment procedures, etc.

Course IV, “Management Princi-
ples,” covers management theory
and functions, and explains poli-
cies, procedures and methods. Per-
sonnel administration, supervisor-
subordinate relationships, effec-
tive supervision, communication,
human behavior and decision
making are examined. Case stu-
dies also are inc¢luded, illustrating
the application of the principles
studied to employe benefit plans.

Course V, “Life, Health and
Other Group Benefit Programs,”
analyzes how protection against fi-
nancial hazards resulting from dis-
ability, unemployment and prema-
ture death is provided through pri-
vate sector institutional arrange-
ments using the group concept.

The following is alist of universi-
ties and colleges offering one or

It's A Big
Bargain.
26 Issues
Full Of
Vital News
About Your
Business.

BUSINESS
INSURANCE
JUST $15
A YEAR.

business insurance
740 N. Rush St.
Chicago, Ill. 60611
312-649-5221

more CEBS courses this fall. It in-
cludes the name of the school, the
local coordinator, local telephone
number and a class schedule if de-
termined.

University of Minnesota, Minne-
apolis, David Ordos, (612) 373-5167;
Course II, Sept. 26-Dec. 5, 6:30-9
p.m. (Tuesdays); Course 111, Sept.
28-Dec. 7, 6:30-9 p.m. (Thursdays).

Northeastern University, Bos-
ton, Edward Czarnowski or Peggy
Woollette, (617) 437-2506; Course I,
Sept. 13-Jan. 10, 68 p.m.
{(Wednesdays); Course IV, Sept.
12-Jan. 9, 6-8 p.m. (Tuesdays).

U.CLLA. Extension, Los

Angeles, Charles Coleman, (213)

825-7031, ext. 226; Course I1I, Sept.
18-Dec. 4, 6:30-9:30 p.m. (Mon-
days); Course 1V, Sept. 19-Dec. 5,
6:30-9:30 p.m. (Tuesdays).

U.C.8.D. Extension, San Diego,
registration office, (714) 452-3400,
Course III, starting Sept. 25, 7-10
p.m. (Mondays).

U.C. Berkeley Extension, San
Francisco, Rae Jean Breckenridge,
(415) 642-4237, Course I, Sept.
T-Dec. 21, 6:30-8:30 p.m. (Thurs-
days). Course II, Sept. 5-Dec. 12,
6:30-8:30 p.m. (Tuesdays); Course
1V, Sept. 6-Dec. 13, 6:30-8;30 p.m.
(Wednesdays).

University of  Bridgeport,
Bridgeport, Connecticut, Salva-

Continued on following page

LONDON HAS MOVED TO
NEW YORK CITY

LONDON and EUROPEAN Insurance Mearkets, with special facilities for:

and many other lines

SO REMEMBER LONDON IS NOW ONLY A LOCAL
PHONE CALL AWAY

R. GREENWAY INC.,880 Third Avenue, New York, N.Y. 10022
Telephone: (212} 935-9124
Telex: 640237

&

As the direct subsidiary of a "Lloyd's of London™ broker, we are able to
offer excess and surplus line brokers direct and rapid access to the

PROPERTY PRODUCTS LIABILITY
OCEAN MARINE AUTO PHYSICAL DAMAGE
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announcingy

Our new Computer Information Service
exclusively for Independent Agents, Brokerage

Firms, and Excess/Surplus Lines Companies!

Now you can get common sense, down-to-earth
advice—-in plain English~on any computer
question or problem without cost or obligation.

§ We think you will
agree that we
started this service
just in the nick of
time. There has been
a great deal of con-
fusion, misunder-
standing, and many
costly mistakes
involving computer
systems . . . what
they will do and what
they will not do for

Now—without embarrassment—you
can speak up, ask questions you like about the
mysterious world of computers. “Should I own one?”
“Will it reduce operating expenses and make
management easier?” “How much do they cost?”
“How do I go about making a decision on the

Our AMORS System (Agency Management
Record System) is tailor-made to meet the
needs of Excess/Surplus line firms. Let
us show you why it is the No. 1 choicel

5

optimum managermnent.

system and equipment I will need?”” “Should I
contact and pay the price of an outside consultant?”
Yes . . . a multitude of questions and they will all
need answering.

The purpose of our Information Service is simple:
to help you make good use of information instead
of being overwhelmed by it. We think it will go a
long way in keeping decision-makers from getting
burned. No other industry source is better qualified
than Improved Insurance Systems to give you this
advice. We offer a depth of professional research
and on-line experience which is unmatched.

Every business has unique problems so you'll
want and need all the help you can get. Be certain
that it is objective, profound and in your
best interest.

We will be pleased to assist you in any way
possible. Write for our informative, free booklet
or address your questions to me personally.

George W. Coffman

v

President

Improved
Insurance
Systems, ...

300 West Adams Street * Suite 620 * Chicago 60606
Telephone: 312/782-6520

MANAGEMENT, MARKETING, ACCOUNTING, RATING AND CLAIMS
For more facts circle 65 on reply card
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Course schedules . . .

Continued from preceding page
tore Curiale, (203) 576-4538; Course
I, Sept. 11-Dec. 18. 7:30-9:30 p.m.
(Mondays); Course II, Sept. 5-Dec.
19, 7:30-9:30 p.m. (Tuesdays);
Course III, Sept. 6-Dec. 13, 7:30-
9:30 p.m. (Wednesdays).

University of Connecticut, Hart-
ford, Dr. William Fisher, (203)
527-2149; Course I, starting Sept.
14, 5-7 p.m. (Thursdays); Course II,
starting Sept. 12, 5-7 p.m. (Tues-
days); CourseIIl, starting Sept. 12,
8-7 p.m. (Tuesdays); Course IV,
starting Sept. 13, 5-7 p.m. (Wednes-
days); Course V, starting Sept. 13,
5-T p.m. (Wednesdays).

Samford University, Bir-
mingham, Mrs. Anderson, (205)
870-2935; Course 111, starting Sept.
18, 6-8:30 p.m. (Mondays).

American University, Washing-
ton, D.C., Michelle McTamney,
(202) 686-2518; Course II, Sept.

23-Jan. 13, 9:30 a.m.-12 noon (Sat-
urdays); Course V, Sept. 18-Dec.
18, 5:30-8 p.m. (Mondays). Ameri-
can University, Baltimore; Course
I, Oct. 3-Jan. 9, 5:30-8 p.m. (Tues-
days). American University,
Oakton, Virginia, Course II, Sept.
27-Jan. 10, 5:30-8 p.m. (Wednes-
days).

Florida International University,
Miami,Irene Hodes, (305) 552-2371;
Course I, North Miami campus,
Sept. 18-Dec. 4, 6:30-8:30 p.m.
(Mondays); Course II, Tamiami
campus, Sept. 18-Dec. 4, 6:30-8:30
p.m. (Mondays); Course III. Tami-
ami campus, Sept. 19-Dec. 5, 6:30-
8:30 p.m. (Tuesdays).

Georgia State University, At-
lanta, Irene Cook, (404) 658-2725;
Course I, starting Oct. 2, 5:30-7:30
p.m. (Mondays); CourseIl, starting
Oct. 4, 5:30-7:30 p.m. (Wednes-

days); Course III, starting Oct. 4,
5:30-7:30 p.m. (Wednesdays):
Course IV, starting Oct. 5,5:30-7:30
p.m. (Thursdays); Course V, start-
ing Oct. 3, 5:30-7:30 p.m. (Tues-
days).

Washington  University, St.
Louis, Joseph Movshin, (314)
889-6739; Coursel, Aug. 28-Dec. 18,
7-9:30 p.m. (Mondays); Course II,
Aug. 30-Dec. 20, 17-9:30 p.m.
(Wednesdays); Course III, Aug.
31-Dec. 21, 7-9 p.m. (Thursdays);
Course IV, Aug. 29-Dec. 19, 7-9:30
p.m. (Tuesdays).

Rutgers University, New
Brunswick, New Jersey, Charline
Russo, (201) 932-9836; Course II,
Sept. 12-Dec. 12, 7-9:30 p.m. (Tues-
days); Course III, Sept. 13-Dec. 13,
7-9:30 p.m. (Wednesdays); Course
V, Sept. 21-Dec. 14, 7-9:30 p.m.
(Thursdays).

Hofstra University, Hempstead,
New York, Dr. Leona Seldow, (516)
560-3393/3313; Course I, starting
Sept. 19, 8-10 p.m. (Tuesdays);
Course II, starting Sept. 21, 8-10

p.m. (Thursdays); Course V, start-
ing Sept. 21, 5:45-7:45 p.m. (Thurs-
days).

College of Insurance, New York
City, Harold Luckstone, (212) 962-
4111; Course I, Sept. 26-Jan. 9,
5:15-7:45 p.m. (Tuesdays); Course
II, Sept. 27-Jan. 3, 5:15-7:45 p.m.
(Wednesdays); Course V, Sept.
28-Jan. 4, 5:15-7:45 p.m. (Thurs-
days).

New York University, New York
City, Stuart Fink (212) 598-2101;
Course I, Sept. 27-Dec. 20, 6-8:30

p.m. (Wednesdays); Course II,
Sept. 28-Dec. 21, 6-8:30 p.m.
(Thursdays); Course III, Sept.

25-Jan. 8, 6-8:30 p.m. (Mondays);
Course IV, Sept. 26-Jan. 2, 6-8:30
p.m. (Tuesdays);" Course V, Sept.
27-Dec. 20, 6-8:30 p.m. (Wednes-
days).

Rockland Community College,
Suffern, New York, Ms. Laudelina
Martinez, (914) 356-1527, 8 or 9;
Course I, Oct. 17-Jan. 9, 7:30-10:30
p.m. (Tuesdays); Course II, Oct.

~ that applies

to business
in every age.

History reveals that certain fundamental precepts are
able to withstand the ebb and flow of economic and social pressures
throughout time. Solidarity, stability and integrity are abiding
principles to which we are dedicated. In the demanding field of
excess and surplus, it is vital that we build a business on
principles such as these. It is our belief that our producers and
insureds profit from this dedication.

Associated International Insurance Company

Member Stewart Wrightson Insurance Group, London
Excess ¢ Special Risk « Surplus Lines ¢ Liability and Property

3670 Wilshire Blvd., Los Angeles, CA 90010 (213) 385-2017 Telex 67-3231

John M. Hayes, President * Roger Bohning, Director of Underwriting

Business accepted through specifically qualified surplus line brokers.

18-Jan. 10 (Wednesdays); Course
V, Oct. 19-Jan. 11, 7:30-10:30 p.m.
(Thursdays).

University of North Carolina,
Charlotte, John Moore, (704) 597-
2424; Coursel, Sept. 19-Jan. 9, 7:30-
9:30 p.m. (Tuesdays); Course II,
Sept. 21-Jan. 11, 7:30-9:30 p.m.
(Thursdays).

Miami University, Hamilton,
Ohio, Harry Brooks, (513) 529-4129;
Course III, Sept. 19-Nov. 21, 7-10
p.m. (Tuesdays).

Community College of Al-
legheny County, Pittsburgh, Dan
Batenburg, (412) 366-7000, Ext. 58;
Coursel, Aug. 28-Dec. 11, 6:30-9:30
p.m. (Mondays); Course IV, Aug.
30-Dec. 6, 6:30-9:30 p.m. (Wednes-
days).

University of Pennsylvania,
Philadelphia, DonnaShelton, (215)
243-4560; Course I1, Sept. 25-Jan. 8,
4:45-6:30 p.m, (Mondays); Course
IV, Sept. 27-Jan. 10, 4:45-6:30 p.m.
(Wednesdays); Course V, Oct.
10-Jan. 9, 4:45-6:30 p.m. (Tues-
days).

University of Scranton, Scran-
ton, Pennsylvania, Victor DeSan-
tis, (717) 961-7582; Course II, Oct.
3-Dec. 19, 6:30-9 p.m. (Tuesdays);
Course V, Oct. 3-Dec. 19, 6:30-9
p.m. (Tuesdays).

University of Dallas, Irving,
Texas; courses, dates and times to
be announced. Fred Asher, (214)
438-1123, ext. 254.

Marquette University, Milwau-
kee, Ermon D. Clough, (414)
224-7118; Course I, Sept. 11-Dec.
18, 7-9 p.m. (Mondays); Course 1V,
Sept. 12-Dec. 19, 7-9 p.m. (Tues-
days); Course V, Sept. 14-Dec. 21,
7-9 p.m. (Thursdays).

For further details on courses of-
fered through these colleges and
universities, call or write to the lo-
cal coordinator. For information
on the CEBS program regarding
individual or informal group study
programs, contact Patricia Cauley,
International Foundation of Em-
ploye Benefit Plans, P. O. Box 69,
Brookfield, Wis. 53005, (414)
786-6700. .

3 insurers
cover claim

READING, Pa.—Lloyd’s of Lon-
don, Unigard Insurance Co. and
C.V. Starr & Co., an AIG affiliate,
were joint underwriters on a pro-
fessional liability policy for Gilbert
Associates Inc., the Reading archi-
tectural and engineering firm that
recently agreed to pay $3.6 million
to settle a lawsuit brought by Flor-
ida Power Corp.

Sources close to the case said
Lloyd’s was lead underwriter on
the program and had assumed 34%
of the risk. It could not be learned
what share of the claim was born
by Unigard and C.V. Starr. JH.
Minet of Montreal brokered the
coverage.

Gilbert Associates was architect-
engineer on a nuclear power sta-
tion put into operation last year by
Florida Power Corp. It was discov-
ered that an extensive air pocket,
ranging in thickness from one to
six inches, was lodged in a three-
foot thick concrete dome covering
the reactor building and the utility
filed suit.

A spokesman for Gilbert Associ-
ates said its insurance program
would cover “substantially all” of
the claim. .

Dates changed

Because of heavy advance regis-
tration, dates for the multiple line
working clinic have been moved
back to Nov. 13 and 14. The clinic,
sponsored by Marine Insurance
Handbook Inc., will be held at
King of Prussia, Pa. Avoiding am-
biguities in insurance policies and
concern about Congressional pro-
posals to amend bankruptey laws
will be discussed.



business insurance, September 18, 1978/ 8%

New bill eyed to exempt public pension plans

Crain News Service

WASHINGTON—A new version
of a bill that would exempt public
pension plans from qualifying
with the Internal Revenue Service
is being prepared for inclusion in
the tax bill currently before the
Senate Finance Committee.

Three members ofthe Senate, in-
cluding two members of the com-
mittee, have been meeting with the
Department of Treasury in order to
come up with a suitable version of
a bill (S.1587) which was intro-
duced early this year by Sen.
Richard Stone (D.-Fla.).

A companion bill introduced by
Rep. John Cunningham, (R.-
Wash.), is pending in the House of
Representatives.

The original bill would merely
amend the Internal Revenue Code
to exempt public plans and grant
public plans automatic qualifica-
tions. But Sens. Lloyd Bentsen (D-
Tex.), and John Danforth (R-Mo.),
members of the Finance Commit-
tee whose support is needed, want
disclosure and fiduciary provi-
sions added.

John Hamm, an aide to Sen.
Danforth, said the senator wants to
make sure some information is
made available to all employes and
the general public. He said the in-
formation could be sentto the state
or local government or to another
source. Trustees would be person-
ally liable for not abiding by these
rules, he said.

In addition, Sen. Bentsen, who
is regarded as the key person in
this matter, wants to include cer-
tain fiduciary provisions in the bill.
David Allen, an aide to Sen. Bent-
sen, said the senator wants “to pre-
vent abuses.”

Mr. Allen said Sen. Bentsen be-
lieves if the fiduciaries violate cer-
tain standards, they should be per-
sonally liable, but the fund itself
shouldn’t be taxed.

At Treasury, Daniel Halperin,
acting. deputy assistant secretary
for tax policy, re-espoused the
department’s support for the pol-
icy of nontaxation. Butinaletterto
James Martin of the National
Governors Assn., he said the Trea-
sury couldn’t support a proposed
amended version of the bill which
had been considered previously.

“It is our belief that a retirement
plan should meet some type of dis-
crimination in coverage standards
and should be subject to some pro-
hibited transactions requirements

Malpractice plan

offered MDs

RENO, Nev.—The Doctors’ Co.,

- one of California’s major physi-

cian-owned mutual insurance
companies, will now offer mal-

* practice coverage to doctors in Ne-

vada.

The Doctors’ Co. policy will be
non-assessible claims-made insur-
ance- with limits of $500,000 and
$1.5 million. ]
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business insurance

740 N. Rush St.
Chicago, Ill. 60611
312-649-5239

in order for the participants to re-
ceive special tax treatment,” the let-
ter said.

The letter also points out that the
lack of any standards for the infor-
mation to be disclosed would be of
“limited value.”

The letter also notes Treasury
opposition to the filing of the an-
nual report to a state or other politi-
cal subdivision or by making cop-
ies available to the public.

“The complete removal of there-
sponsibility of state and local plans
to report to the federal government
is, of course, inconsistent with ad-
ministration concern about the
structure of these plans and the
transactions in which they en-
gage,” the letter says.

Mr. Halperin, however, said that
if this were the only point of dis-
put between Treasury and the

senators, something could proba-
bly be worked out. :
Opposition to the original bill
was also voiced by Reps. John
Dent (D-Pa.) and John Erlenborn
(R-T11.), chairman and ranking
member of the labor standards
subcommittee of the House Edu-
cation and Labor Committee.
The representatives sent copies
of the House Pension Task Force
report on public plans to members
of the Finance Committee, as well
as members of the Senate Human
Resources Committee and House
Ways and Means Committee.

They also sent a letter to Sen.
Russell Long, (D-La.), chairman of
the Senate Finance Committee, ex-
pressing concern that removal of
reporting, disclosure and fiduciary
provisions of the Internal
Revenue Code for public plans

would be “extremely inappro-
priate.”

However, an aide with the task
force said the representatives
could support a bill with proper fi-
duciary and disclosure provisions,
but they would have to see the spe-

cific proposals first.

He said if they approved of the
provisions, it could eliminate the
need for a “PERISA” bill: On the
other hand, he said, if the provi-
sions don’t go far enough, the rep-
resentatives won’t support it. =

SPECIALTY

UNDERWRITERS

AGENCY,

INC.

UNDERWRITING MANAGERS FOR HARD TO PLACE
CASUALTY e PROPERTY = TRUCKS

122 ‘MAIN BUILDING / MILFORD, OHIO 45150

(513) 831-RISK

TELEX: TWX 810-460-8322

Our System.

Some insurance companies rely on
b

computers to handle their group dental
claims. Others pin their hopes
mainly on human effort.

The Travel-
ers has its own
unique sys-
tem. Our
group dental
program combines

the speed and efficiencies :
of the computer with the insight
and understanding of our profes-

sional people.

Our computer network helps cut

the cost of claims administra-
tion. And our claim forms carry the

names and phone

claim representatives, so your em-
ployees can deal with people—not .
machines. You'll appreciate the "\
savings. Your employees will ap-
preciate the ease, convenience and
human touch in receiving their den-
tal benefit payments.

The Travelers Insurance Compaﬁy:

numbers of our

“more than two-

?

Perhaps our system is the reason last
year we were the number one group dental
insurance compony—both in number of cases
written and in employees covered. Or, maybe
it's our 116 field offices across the country,

staffed with the best group people in the

industry,
providing
support ser-
vices for
clients with
from four to

million lives.

In either case, if you want to put some bite

Office nearest you.

The Travelers
Group D

J
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in your group dental program, our system can
B  help. Contact your Independent agent
or broker or The Travelers Group Field

epartment—
offering professional products,
services . . . and the people

to support them. AR

THE TRAVELERS

B and its Affiliated Companies, Hartford, Conn. 06115
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dates for buyers

SEPT. 24-26. The Houston Marine
Insurance Seminar will be spon-
sored by the Houston Mariners
Club for the thirteenth time.
Among the topics to be considered
will be marine reinsurance, the
Hamburg rules, regulated towage
and carriage—characteristics and
liabilities, marine salvage, inter-
national marine developments,
claims and the changing American
marine insurance market. Cost:
$75. Contact John T. Cook, John-
son & Higgins of Texas Inc.

to 55 delegates. Contact Risk Stu-
dies Foundation, 205 East 42nd St.,
New York, N.Y. 10017.

SEPT. 27-DEC. 6. Oregon chapter
of RIMS is sponsoring Risk Man-
agement 56, a course to be held
Wednesdays from 4 to 6:45 p.m. at
Cramer Hall, Portland State Uni-
versity, Portland, Ore. The instruc-
tor will be Ray Sommers, CPCU
with Rollins Burdick Hunter. Con-
tact Cynthia Rimkus, RIMS educa-
tional chairman, 503-228-2141 or

Dale Walhood, Portland State Uni-
SEPT. 25-27. The Risk Studies wversity, 503-229-4838.
Foundation presents a three-day
seminar on the Future of Risk fea-
turing an interdisciplinary ap-
proach. Registration for the semi-
nar to be held at the Waldorf-
Astoria Hotel in New York City is
$295and attendance will be limited

OCT. 5. Los Angeles chapter of
RIMS to hold its annual confer-
ence at the Sheraton Universal Ho-
tel in Universal City. Cost is $30 for
members; $35 for nonmembers.
Contact Wendy Hamilton, Newhall

Land & Farming Co., 23823 N. Va-
lencia Boulevard, Valencia, Calif.
91355; phone 805-255-4000. Or con-
tact Barbara Fein, R & B Develop-
ment Co., 2222 Corinth Ave., Los
Angeles, Calif. 90064; phone
213-478-1021.

OCT. 5-6. The Piedmont and Caro-
linas chapters of RIMS will spon-
sor their ninth annual education
seminar at Myrtle Beach, S.C.
Property, casualty and employe
benefit subjects will be discussed.
Cost: $30. Contact Howard Partin,
Liggett Group Inc., Durham, N.C.
27702; phone 919-471-7336.

OCT. 8-11. The annual meeting
of University Risk Management
and Insurance Assn. to be held in
Atlanta. Topics particular to uni-
versity risk management will in-
clude liability insurance, special
liability risks, remedies for the
present liability problems, prop-
erty and allied lines and remedies,
insurance markets, benefits man-

agement and marketing. Cost; $50.
Contact Charles M. Hundley, bene-
fits coordinator, University of Illi-
nois, Room 132 Administration,
Urbana, Ill. 61801; phone 217-333-
7338.

OCT. 10-11. Working at Staying
Well: Staying Well at Work is the
title of an occupational health
seminar to be held in Milwaukee.
Co-sponsored by the University of
Wisconsin—Milwaukee School of
Nursing and Employers of
Wausau, it will feature speakers
from the medical profession, rep-
resentatives of industry and labor,
a syndicated columnist and an oc-
cupational health consultant. Five
workshops will deal with back
problems, cardiac rehabilitation,
promotion of wellness in industry
and pulmonary hazards in indus-
try. Cost is $100. Contact Occupa-
tional Health Seminar, Suite 2000,
777 E. Wisconsin Ave., Milwaukee,
Wis. 53202; phone Employers of
Wausau T15-842-6092.

AR

s

While you're reading this thousands of prescr:ption
drug benefits are being paid. And nobody's
wrestling a desk full of paperwork.

Simple. Management made the decision to
modernize their prescription drug benefits program
with PAID Prescriptions. Better than that, we get
valid claims paid fast and keep waste out of your
health benefits budget.

Our automated claims payment system — based
on a nationally recognized plastic “‘charge’ card
— takes all the processing load off your staff.
Often, the savings from PAID's controls and safe-

“Have we got .
a prescription for you

uw

PAID PRESCRIPTIONS

A Subsidiary of Computer Sciences Corporation
235 Frisch Court » Paramus, New Jersey 07652 ¢ (201) 845-9000

“»

o/

. serving NASA's spacecraft tracking and data
systems needs. Call us. Our card cures
management headaches.

guards, coupled with computerized pricing, are
more than enough to offset the program's low
administrative costs.

s

We're PAID Prescriptions, a nationwide company
of administrators, pharmacists, and data proc-
essing experts working toward one goal — maxi-
mum convenience for you and for your card-
holders. And we're part of Computer Sciences
Corporation, a world leader in the informatior,
sciences. Joined with CSC we share in the expert-
ise of 10,000 computer specialists . . . the
builders and operators of the worldwide INFCNET
remote computing network . . . managers of a half-
billion dollars in computer facilities and equipment

To: Vice President Marketing

R

We presently have
by a prescriptions benefit plan.

[0 Please call me for an appointment.
O Just send me your brochure.

MName

I'd like to learn more about PAID Prescriptions.

employees ccvered/not covered

Title

Company/Qrganization

Address

City State

“elephone ( )

Zip
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OCT. 11-13. In Chicago American
Management Assns. will sponsor a
course on self-insurance and risk
retention. The course will be re-
peated in Atlanta on Oect. 16-18.
Though not intended for anyone
interested in self-funding of em-
ploye benefits, the program will
cover insurance costs, method of
funding and how to develop a self-
insurance program. The meeting is
designed with those involved in
property and casualty insurance in
mind. Cost: AMA members, $400;
non-AMA members, $460; team
fees available. Contact American
Management Assns., 135 W. 50th
St.,, New York, N.Y. 10020; phone
212-246-0800.

OCT. 15-18. Offshore Oil Drilling
and Insurance is topic ofa seminar
to be offered by The College of In-
surance in McAfee, N.J. Risk and
insurance implications, hazards,
exposures, related problems, mar-
ket capacity and property, liability
and workers compensation forms
will be explored. Cost: $375. Con-
tact The College of Insurance, 123
William St., New York, N.Y. 10038;
212-962-4111.

OCT. 18-20. The first New England
Workshop for Risk Managers will
be held in South Egremont, Mass.,
and will focus on everyday risk and
management problems. Cost: $40.
Contact A. David Heilemann, Ro-
gers Corp., Rogers, Conn. 06263;
phone 203-774-9605.

OCT. 19-21. Annual Meeting of the
Profit Sharing Council of America
to be held in New Orleans. The
highlight session will be devoted
to the economic effects of manda-
tory retirement legislation on con-
tributions to retirement plans.
Cost: $200. Contact Neil Regan,
Profit Sharing Councilof America,
20 N. Wacker Dr., Suite 722, Chi-
cago, Ill. 60606; phone 312-372-
3411.

OCT. 24-26. Effectiverisk manage-
ment course to be held in Co-
penhagen. Sponsored by Risk Re-
search Group (London), the course
has been updated toreflect current
developments. There will be work-
shop discussions about case stu-
dies. Cost: $494. Contact Gillian
Morley, Risk Research Group
(London) Ltd., Bridge House, 181
Queen Victoria St., London EC4V
4DD; phone 01-236-2175.

OCT. 25-27. The State Insurance
Funds Managers Assn., an organi-
zation of government risk man-
agers, will hold its annual meeting
in Orlando, Fla. Contact Betty
Ryals, Florida Dept. of Insurance,
Tallahassee, Fla. 32304 or call 904-
488-5073.

The people who can
always find a way in

ST.LOUIS

THE DANIEL AND HENRY CO.
10 Broadway

421-1525
SEE OUR AD ON PAGE 3
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| legal brief

Liquor storage room isn't
a safe, Georgia court decides

‘ THIS WAS A SUIT on a mercan-
tile robbery and safe burglary pol-
icy. At issue was whether the in-
sured had, in fact, a safe as re-
quired by the policy. A Georgia ap-
pellate. court held that it Swould
strain reasonable construction to
hold that the liquor storage room
involved in this case was a safe.”

the policy issued by the Zurich In-
surance Co. The policy “declara-:
“tions expressly designated cover:

age for a ‘“manual classification C”

[ safe without defining such. Mr.
! Waite’'s business establishment
| was broken into and a strongbox
‘ located in a liquor storage room,
containing in excess of $3,000, was
| removed. Mr. Waite filed a claim
but Zurich denied coverage. Mr.
‘ Waite sued and won in the trial
court. ) - ‘
! On this appeal, Mr. Waite as-
J serted that it was his understand-
ing that the liguor storage room
|” with its burglaralarm qualified as a
| safe. He also argued that the liquor
room constituted a vault within the
meaning of the policy.
[ The' court disagreed. Referring

that it was clear that it was contem-
plated thatsome type of safe would
be on the premises but that the li-

The abstracts published in this
column were prepared by: Cases.
Unlimited Inc., based in Evan-
ston, I11. ]

quor roomwas not one. Nor did the
J ccurt believe that the policy could

be construed to provide coverage
for a “vault,” even if the liquor
room was'a vault within the mean-
ing of the policy.~ :
‘ Thus, the court decided that the
policy did not provide-coverage
against Mr. Waite's loss here..
Zurich Ins. Co. v. Waite, Court of
Appeals of Georgia, Dec. 5, 1977.
} (BI/01/Jy.-$4).

Concubine benefits
May a dependent concubine (a

‘ common law wife) of a workman |

fatally injured at work recover
workers compensation benefits on
the basis that she is a dependent
member of his family? The Louisi-
ana supreme court, reversing its
former position, ruled that benefits
were payablé when it would notin-
fringe upon any share of compen-
sation benefits to which statutorily
entitled claimants are preferen-
tially entitled.

It was undisputed here that
George Henderson died as the re-

sult of a work-related accident in .

1971. At the time of his death, Mr.
Henderson had.lived with Rese
Henderson as man and wife for 11
years in a stable, loving relation-
ship. There were no children of this

relationship -and Mr, Henderson, .

who was not married, had no chil-

dren and was survived-by:no de--| .

pendent parents or siblings:

Rose Henderson filed for bene--

fits and received them ‘until: 1974
when the insurer terminated pay:-
ments upon finding. reason to
doubt the validity of a claimed but
unproven Mississippi marriage or
common-law marriage. .

The lower court-rejecte'd Rose |:

Henderson'’s .claim for benefits as
an “‘other dependent” “member of
the family.”? :

The appellate court noted that,
except for a concubine, Louisiana
law was well-settled that a member

of a decedent’s family household, |

t

W. H. Waite was covered under .

if dependent, was entitled to re-
cover workers compensation ben-
efits under the facts of this case
“regardless of blood. relationship
or the technicalities of inheritance
law.” : :
The court concluded that it had
.erred in a previous decision “in im-

porting moral unworthiness as a -

criterion for eligibility for compen-
sation benefits andin thus exclud-
ing dependent:concubines alone

- from compensation benefits which

all dependent members .of the de-

ceased wage earner’s family house-
hold are entitled by statute.” Hen-
derson v. Travelers Ins. Co., Su-

preme Court of Louisiana, Jan. 30, .|.

1978. (BI/02/S.-$4)..

All risks policy

In a case of first impression, the

U.S. Court of Appeals for the First
Circuit ruled that predictable con-
sequences of an obvious physical
condition was not deemed a physi-

~ cal change within themeaning ofa: |

Industry Insurance Co,

Massachusetts law, permitting an
insurance company to cancel a pol-
icy after it was in effect for 60 days.

Roxse Homes Inec. (Roxse) pur-

chased an “all risks” coverage in-

surance policy from Commerce &
(Com-
merce) effective June 6, 1974. The
policy covered a newly. con-
structed apartment complex. Cer-
tain buildings settled, causing sev-

eral apartments to become unin-
habitable. Roxse filed a claim' in
February 1975.

Commerce refused to pay on the -
grounds that the settling occurred
before the policy became effective.
Commerce had -not inspected the
property prior to issuance of the
policy. The policy was cancelled
by Commerce on April 7, 1975, pur- )

Continued on following page

Unde'rwritingf'- |
and Loss Control
Engineering Reports.
- Behirmer

Schirmer Engineering, 5940 W.Touhy Avenue; Niles, I11. 60648. Telephone: (312) 647-9390 °

| to the policy, the court concluded '

Corporate Headquarters in Cranford, New Jersey. This consolidation of all

Is there an insurance expert in the house?

The Wohireich & Anderson Home Office is located. at'new and modern -

members of The Howden Group gives .each and: every W&A Branch immediate -

access to the total expertise and markets of the entire Howden Swann

operation. -

size, reputation and track record -has enabled us ‘to .mesh. our.;own in-house:
- facilities with others on a world-wide ba
in a complete delegation.of authorit
—allowing us to provide
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prompt action in quotin

sis.'In many.cases, this has resulted.
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Continued from preceding page
suant to a Massachusetts law that
allowed an insurance company to
cancel after a policy was in effect
for 60 days on the basis of one or
more occurrences, one of which
was “physical changes in the prop-
erty insured which result in the
property becoming uninsurable.”

Roxse sued Commerce for the
difference in the insurance pre-
miums it had to pay for replace-
ment insurance. The lower court
ruled in favor of Roxse.

Onappeal, Roxseargued that the
continued settling and resultant
damages were a predictable result
stemming from the original set-
tling and that Commerce’s failure
to inspect and to cancel within the
60-day statutory period prohibited
cancellation.

The court agreed, observing that

it “seems clear that an insurer
should not be allowed tocancel un-
der the physical changes clausefor
physical changes that could read-
ily have been predicted from the
obvious condition of the property
at the time the insurance at-
tached.” Roxse Homes Inc. v.Com-
merce & Industry Insurance Co.,
U.S. Court of Appeals for the First
Circuit, Feb. 3, 1978. (B1/03/S.-§4).

Executive officers

Is an “employe exclusion”
clause in a comprehensive general
liability policy issued tc a corpora-
tion applicable to the corporation’s
executive officers? The Iowa su-
preme court ruled that a
severability-of-interests clause in-
serted in the policy was intended
to make it clear that the employe

exclusion was applicable only
when the person claiming cover-
age as an insured was the em-
ployer. Thus, the court held that
the employe exclusion was not ap-
plicable to the executive officers.

The Venetian Iron Works Inc.
(Venetian) was covered by a
workers compensation policy and
the comprehensive general liabil-
ity policy, both issued by the Home
Insurance Company (Home). An
employe of Venetian, who was in-
jured during the course of employ-
ment, filed a claim and,received
benefits under the workers com-
pensation policy.

Subsequently, the employe filed
a suit against three persons, two of
whom were officers of Venetian. In
this suit the employe asked for
$250,000, claiming the negligence
of these individuals caused his in-
juries. The officers called upon
Home to defend them. under the
comprehensive liability policy.
Home denied coverage contending
that the injured employe was an

employe of the officers and thus
the employe exclusion applied un-
der the policy. The clause in ques-
tion excluded coverage forinjuries
to any “employe of the insured.”

The trial court ordered Home to
defend the officers.

On . appeal, the officers con-
tended that the exclusion was to be
applied only against the insured
for whom workers compensation
coverage was sought. The appel-
late court noted that this case pre-
sented an issue of first impression
in Iowa. The court reviewed the
decisions of other jurisdictions
which construed such “employe
exclusion” clauses in insurance
policies with severability-of-
interests clauses and agreed that
such clauses were intended to es-
tablish that the employe exclusion
applied only where the person
claiming coverage was the em-
ployer.

The court held that Home was
obligated to defend the officers.
Zenti v. Home Ins. Co., Supreme

Stephen L. Way

International

Managing general
agents and surplus line
brokers, specializing in all
forms of insurance and
reinsurance, Including
aviation, property and
casualty lines.

13403 Norchwest Freeway
Suite 200

Houston, Texas 77040
(713) 462-1000

Telex: 77-5999

3250 Wilshire Boulevard
Suite 1308
Los Angeles, California
90010

(213) 487-7460

Telex: 67-4801
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Court of lowa, Feb. 22, 1978. (BL/04/
S5.-54).

“Whiskey” care

The sole issue presented in this
claim for workers compensation
was whether a hearing officer had
abused his discretion in denying
an employe’s claim for one pint
of whiskey a day as “supportive
care.” An Arizona appellate court
ruled that supportive care pay-
ments were not a matter of right
but within the sound discretion of
the industrial commission.

The employe here was injured in
the course of his employment with
Western Greyhound Lines. He was
awarded unscheduled permanent
partial disability, Thereafter, the
employe filed a petition for sup-
portive care. The medical testi-
mony at-the hearing was in con-
flict.

One physician testified that the
employe was allergic to prescribed
pain killers and so was advised to
drink one pint of whiskey per day
to reduce his pain. Another physi-
cian, while not disputing that alco-
hol has some benefits as a pain re-
liever, concluded that other drugs
for control of pain had not been
tested by theemploye. Therequest
for supportive care (reimburse-
ment for the whiskey) was denied.

Noting that supportive care pay-
ments were discretionary, the ap-
pellate court believed that in light
of the conflicting medical testi-
mony, it could not be said that the
hearing officer had acted unrea-
sonably in resolving the conflict.

However, the court emphasized
that by its decision it was ‘“‘not pre-
cluding the use of alcohol as a pain
reliever in the proper situation.”
Bergstresser v. Industrial Commis-
sion, Court of Appeals of Arizona,
Jan. 5, 1978. (BI/02/Jy .-$4).

‘Reimbursement by infant

Must an infant who has received
benefits under a parent’s group
medical policy reimburse the in-
surer from a settlementreceivedin
a later action against a third party?
An Indiana appellate court ruled
that the infant was liable under the
policy subrogation clause.

Derrik Hagerman, who was an
eligible dependent under his
mother’s group insurance policy,
was injured in an automobile acci-
dent. Medical bills totaling $1,542
were incurred. The insurer, Blue
Cross/Blue Shield, promptly paid
the bills. Later, Derrik sued a third
party for his injuries and settled for
$14,500. The insurer requested re-
imbursement from the settlement
because of a subrogation clause in
the .group policy. Derrik refused
and the insurer sued him. The trial
court ruled in favor of Blue Cross/
Blue Shield.

On this appeal, Derrik con-
tended that because of his infancy,
he was contractually incompetent
at the time the insurer paid the
benefits under the insurance pol-
icy. Therefore, Derrik argued that
he was not.liable.

The court rejected his argument
emphasizing that an-insurer’s right
of subrogation has long been up-
held in Indiana. The wisdom ofthe
rule, according to the court, was to
prevent an insured from securing
double compensation for his loss.

Because a parentis also liable for
support of his minor child, the
court concluded that, as a matter of
equity and public policy, a parent
can bind the minor to a subroga-
tion clause. Hagerman v. Mutual
Hospital Ins.Inc., Court of Appeals
of Indiana, Jan. 12, 1978. (BI/04/
Jy.-$4).

L ]

(Copies of the entire decision of
cases described may beobtained by
sending a check for $4 made out to
Cases Unlimited to Legal Briefs,
Business Insurance, 740 N. Rush
St., Chicago, Ill. 60611. Please list
the number for each opinion re-
quested.)
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e With product liability insurance
increasingly restricted in terms of
coverages, manufacturers are put-
ting more stress on loss control and
safety programs to hold down
claims and lawsuits. For a brief
review of this topic, INA has
published a 12-page booklet en-
titled Insurance Decisions: Prod-
uct Liability. For a free copy circle
196 on the reader service card.

e Are you arisk management firm
serving the self-insurance mar-
ket? Gay & Taylor, insurance ad-
justers, has a new package of ser-
vices for you. It includes auto-
mated reporting of loss statistics,
claims management, claims ad-
justing and loss control services. A
descriptive brochure and sample
statistical reports are available
free. Circle 197 on the reader ser-
vice card.

s How many times have you been
asked by youremployes how to file
a claim for pension benefits? To
help simplify your work the De-
partment of Labor has issued a
pamphlet outlining the steps for
filing a private pension plan or
welfare plan claim. It also tells
how soon a claim must be filed and
what to do in case of claim denial.
For a free copy circle 198 on-the
reader service card.

e Would you say that the reliability
and productivity of over-65
workers is equal to that of younger
workers? According to Bankers
Life and Casualty it is and some-
times it's better. The results of the
company’s study are containedin a
15-page booklet. For a free copy
circle 199 on the reader service
card.

e Though the potential hazards as-
sociated with occupational envi-
ronments have been recognized
before, it hasn’t been until recently
that industrial hygiene has come
into being. At Clayton Environ-
mental Consultants industrial hy-
giene services are provided rang-
ing from very specific, limited in-
vestigations to the broader, more
comprehensive services, For a free
copy of their description of such
services circle 200 on the reader
service card.

e Allendale has published an at-
tractive color brochure We look,
but do we see? which stresses the
difference between these two ac-
tivities and how Allendale helps
risk managers see where they
might have only looked before.
Allendale provides two major
services—loss prevention engi-
neering and broad financial assis-
tance in the event of an insured
loss—both of which are described
in this promotional brochure. Fora
free copy circle 201 on the reader
service card.

» Have you ever had a company
loss overseas? Then you know the
distance and different languages,
lifestyles, laws and regulations may
compound the loss or risk-related

How to order info

This is another of the expanded Info for buyers sections
Business Insurance will publish this year. To aid cur readers
in obtaining information, numbered items may be ordered
by cireling the appropriate number on the reader service
card bound into the magazine. Items that carry a charge
must be ordered directly from the supplier. Business Insur-
ance does not stock the items listed in this column and
cannot fill requests for copies after the time limit on the
reader service card expires which is October 31.

problem. Until recently the con-
cepts of risk management were not
generally known abroad and high
quality insurance related services
could not always be obtained ev-
erywhere. Now International Ser-
vice Corp., a wholly owned subsid-
iary of INA, provides worldwide
claims, recoveries, loss controland
marine technical services to bro-
kers, insurers and self-insured and
captive insurance companies. For
a free promotional brochure circle
202 on the reader service card.

» Motor Fleet Safety, the fourth in
a series of loss control brochures
published by The Continental In-
surance Co., is designed to famil-
larize the corporate policyholder
with the loss control concept and
how procedures can reduce pre-
miums by minimizing hazards.
Other booklets in this series are:
Product Safety Control; Loss Con-
trol (a basic primer); and Environ-
mental Health, Collectively, these
publications outline the elements
basic to aloss control programand
describe the types of service that
Continental can provide its
insureds—from initial inspection
through ongoing review. A fifth
brochure, detailing the company's
hearing conservation program,
was expected to be released in

early August. To obtain the entire

series circle 203 on the reader ser-
vice card.

e The Direct Claims Approach:
One Sure Way To Reduce Your
Claims Costs, a promotional book-
letpublished by United States P&1I
Agency Inc., outlines that com-
pany’s nationwide independent
loss adjusting services for marine
casualty cases. For a free copy of
the booklet circle 204 on the reader
service card.

o Commercial Casualty Services
is a 32-page promotional brochure
describing Equifax Services in-

spection reports available for un-

derwriting physical damage and li-
ability coverages on commercial
vehicles. For a free copy circle 205
on the reader service card.

e Law Library 78 is the Defense
Research Institute’s publications
guide for defense lawyers and in-
surance and corporate counsel,
The guide features more than 50
monographs and defense memos
which treat product liability, equal
opportunities law, professional lia-
bility, environmental and insur-

ance law, medical-legal, fidelity
and surety law. The DRI is a non-
profit legal research organization
seeking retention and improve-
ment of the existing legal system.
Its eight-page publications guide is.

. available free by circling 206 on the

reader service card.

e Financial counseling for em-
ployes is not just limited to upper
echelon executives. At least that's
what Confidential Planning Ser-
vices says in their promotional bro-
chure A Unique Fringe Benefit. To
illustrate their point of view, case
histories are included to show how
estate planning, pre-retirement
planning, budget and money man-
agement and coordinating fringe
benefits with personal goals can
help your employes. For a free
copy circle 207 on the reader ser-
vice card:

e The All American Marine Slip is
an underwriting syndicate of 31 in-
surance and reinsurance compa-
nies organized to provide coverage
for drilling rigs, production plat-
forms and attendant exposures. It
offers a brochure that highlights its
underwriting and claims services
for the energy industry. For a free
copy of the brochure circle 208 on
the reader service card.

o Most people think their retire-
Continued on following page
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or will get there fast - fast - fast

WITH over 1.000 offices in the continertal U.S.A. (Alaska. Hawaii.
Puerto Rico)

STAFFED by professional, career adjusters who have met rigid standards

WITH the experience. trgining. and 24 hour a day. 7 day a week reliability
you require to give you a combined loss and expense ratio you can live
with comforiably . . ...

FOR auto. fire. theft. A & H miscellanecus liability

NATIONAL ASSOCIATION OF INDEPENDENT INSURANCE ADJUSTERS

© 175 W, JACKSON — CHICAGO 60604 — (312) 427-7965
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Grump-Kientz. . . the agents’ and brokers’
straight-forward, dependable marketing source
“for any specialty risk requirement, including:

Aviation
Commercial Auto

Excess F.DA.C.
Excess Liability

Product Liability
Public Utilities

Commercial Fire Long Haul Trucking SEC Liability
D-1-C Policies E&Q : Substandard
D. & O. Liability Marine Coverages O-LATM&C
; Umbrella Liability
Thomas C. Devore, Mar. N
William D. Kientz Grump-Kientz Co.

Sandi Ritchie
Verla Roberts
Elzine Tripiett
Maria Guinsler

&

sound marketing facilities
250 East Broad Street
Columbus OH 43215

. 614/224-3330 Telex 245-424

Over 30 years

products

inland marine

“can do”—even now

In spite of market conditions we have:
markets for liability insurance
umbrella. excess buffer. primary.

companies for property insurance
capacity, layers. D.I C.. builders risk,

T S Y S

Corporate Headquarters, Wy ncote, Pa. (215) 572-3800
470 Canter City Tower, 650 Smithfield Road

Haddonfield, New Jersey Office:
89 Haddon Ave., Haddonfield (215) 572-380

DVyA

insurers for commercial auto and
‘recreational risks

physical damage—primary and excess
liability

outiets for specialty lines

errors and omissions, directors and
officers. professicnal liability and
municipality

® Delaware Valley

Underwriting Agency, Inc.

Pittsburgh Office:

(412) 281-3920
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ment income will come from So-
cial Security and their savings.
However, according to the Ameri-
can Council of Life Insurance, two-
thirds of all government workers
and almost half the workers in
commeree and industry are cov-
ered by retirement plans other
than Social Security. To help your
employes learn about the funda-
mentals of retirement planning,
the council has published Plan-
ning for Retirement. For a free
copy of this booklet circle 209 on
the reader service card.

e Self-Insurance and Captive In-
surers are two 13-page brochures,
part of INA's program of review of
insuranc= topics for business exec-
utives and the insurance profes-
sion. The topics surveyed in “Self-
Insurance” are why self-insure,
choosing risks toretain and financ-
ing. In “Captive Insurers” the ad-
vantages of a captive, determining
the need for a captive, association
captives, domicles and taxes are
outlined briefly. For free copies
circle 210 on the reader service
card.

e To helo estimate replacement
cost and determine if a home is in-
sured to value, INA has included a
self-valuation form in its 12-page
promotional booklet, The Under-
insured Home: Some Professional
Considerations. For a free copy
circle 211 on the reader service
card.

When value is worth knowing, it’s worth knowing IAC. o K. Wo: e institited anisleohal
ism treatment program for your
employes. But the alcoholic’s fam-
ily bears the brunt of the illness
and may be the key to recovery.
That's the subject of Kemper In-
surance Cos.” Guide for the Fam-
ily of the Alcoholic written by Jo-
seph L. Xellermann of the Char-
lotte Council on Alcoholism. Up to
50 copies may be obtained free.
Circle 212 on the reader service

Industrial Appraisal Company
222 Boulevard of the Allies
Pittsburgh, PA 15222

(412) 471-2566

Offices nationwide in major cities
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Surplus and
SpecialLines.

« Surplus Fire

« Skateboard Parks

« Sports & Special Events
+ Outings & Fairs

« Security & Patrol Agencies

« Contractors Liability

+ Garage Liability & Used Car Lots
« Other Specialty Casualty

We also have an in-house
property facility (Excess &
Special Risks) that's Best's

companies for both property
and casualty; and we're Corres-
ondents to Lloyd's, London.
Rated A+ IX—with a capacity So, if you're looking for new

of up to $2,000,000; also other markets, maybe you should

look into ISI.

+ Excess Workmen's Compensation
+ Umbrellas and Buffer Layers
* D.LC. (Incl. or excl. Eq. & Flood)

ISI CORPORATION

EXCESS AND SPECIAL RISKS —SIJRPLUS LINES
The John Hancock Center
875 North Michigan Avenue Chicago IL 60611
(312) 787-4821 Telex 25-3566

admitted and non-admitted

Other coverages include:
« All Risks Builders Risks
» Liability S.1.R. Programs
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card for a free copy.

» A promotional brochure out-
lines the services of Venture Man-
agement Ltd. The company offers
management services to Bermuda-
domiciled insurance companies.
For a free copy circle 213 on the
reader service card.

e Text of Testimony is the title of
a paper delivered by E. D. Struck
Jr. before the workers compensa-
tion subcommittee in San Diego,
Nov. 10, 1977. His discussion cen-
ters around two major subjects—
excess insurance in California and
audits of self-insurers and insur-
ance carriers under section 129 of
the labor code. For a free copy cir-
cle 214 on the reader service card.

e The Through Transport Club
has recently published an illustra-
ted, eight-page brochure to explain
its insurance services for air cargo
operators and air freight for-
warders. Designed for brokers and
air through transport operators,
this is the first in a promotional se-
ries, each of which will deal with a
different category of through
transport operation for which the
club offers membership. The re-
mainder of the series will be
published later in the year. For a
free copy circle 215 on the reader
service card.

e« Are you considering self-insur-
ance? A promotional brochure
from Jeff Brougher, consultant for
Thompson, Graham & Co. Ltd.,
may answer your questions. For a
free copy circle 216 on the reader
service card.

¢ A new International Insurance
Directory, published by Royal-
Globe Insurance Cos., contains
current insurance information for
more than 100 countries. Titles in-
clude legislation, property, casu-
zlty and marine insurance and gen-
eral information about each coun-
try. The directory is arranged in a
three-ring, loose-leaf binder. An
optional reprint service will peri-
odically supply up-dated informa-
tion asregulations change. Cost $5;
one-time charge for reprint ser-
vice, $2.50. Write John D. Ormerod,
Assistant Secretary, International
Dept., Royal-Globe Insurance
Cos., 150 William St., New York,
N.¥Y. 10038.

e Results ofthe second nationwide
survey of bank insurance have
been tabulated in the 1978 Confi-
dential Bank Insurance Survey
Report. The survey provides
bankers with datato compare their
insurance policy limits, insurance
premiums, costs, losses, deduecti-
bles and recoveries with theindus-
try or with banks of similar size.
The cost is $7. Write for order num-
ber 212600, Order Processing
Dept., American Bankers Assn.,
1120 Connecticut Ave., N.W.,
Washington, D.C. 20036.

e Are you arisk managerin need of
evaluating the effectiveness of
your public agency’s self-insured
workers compensation program?
G. David Marceau and Associates
has prepared a 23-page manual

from a total risk management
point of view. The review is pre-
sented in outline form and costs
$11.95. Write David Marceau, G.
David Marceau and Associates,
8294 Gould Ave., Los Angeles,
Calif. 90046,

e Do you know how to inspect a
risk and make a loss control audit?
If you'd like to improve your skills
there’s a self-study guide available
for $14.50. Techniques of Loss
Control also has many checklists
and narrative reporting outlines.
Write Loss Control, PO Box 402,
Grandview, Mo. 64030.

e Retrospective Rating, in its 4th
edition, discusses the fundamen-
tals of this commercial casualty
rating plan. The 142-page booklet,
written by John R. Stafford, costs
$8.50. Write J&M Publications,
Dept. B, PO Box 338, Palatine, IlL.
60067.

o Workers Compensation and
Employers’ Liability Experience
Rating, by John R. Stafford, cov-
ers the National Council on
Workers Compensation experi-
ence rating plans. Eligibility, juris-
dictions and single-state, inter-
state and exception-state calcula-
tions are included. The major 1977
revision of the plan is also ex-
plained. Prepaid cost is $6.45, oth-
erwise $7.20. Write J&M Publica-
tions, Dept. B, PO Box 338, Pala-
tine, Il1. 60067.

e Are you a well service contrac-
tor? If you are, you may be in-
terested in an Insurance Buyer’s
Checklist for Well Servicing Con-
tractors published by RIMCO Inc.
The 16-page booklet provides a
working form to determine an ap-
propriate schedule of coverages
and offers guidelines for coverage.
The booklet costs $10. Write Wil-
liam S. McIntyre, RIMCO Inc.,
10300 N. Central Expressway,
Suite 180, Dallas, Tex. 75231.

The people who can
always find a way in

INDIANAPOLIS

ROBERT N. BOWEN & ASSOCIATES
3901 North Meridian Street
925-5587
SEE OUR AD ON PAGE 3
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benefit tax slants

IRS explains how to value lump sum payments

By JOSEPH S. ROBINSON

Attorney-at-Law

IN A QUALIFIED defined bene-
fit plan, an employe’s rights to ac-
crued benefits attributable to his
own contributions must be nonfor-
feitable at all times and the bene-
fits traced to employer contribu-
tions must be vested according to
IRS schedules (Reg. Sec. 1.411(a)-
1(a)).

When benefits are received, only
the portion attributable to em-
ployer pay-ins is subject to income
tax. If the employe-derived benefit
is payable in a lump sum, its value
is the actuarial equivalent of a
single life annuity commencing at
normal retirement age.

IRS has come out with guide-
lines for valuing lump-sum bene-
fits paid before normal retirement
age (See Rev. Rul. 78-202).

Example: Mr. Jones makes man-
datory employe contributions of
$1,000 a year for five years and ter-
minates employment at age 55
with an accrued benefit equalto a
single life annuity of $2,000 a year
beginning at age 65. The value of
mandatory employe contributions
accumulated at 5% interest to age
55 is $5,526; to age 65 it is $9,000.
The employe contribution portion
of the accrued benefit at age 65 is
$900—10% (because of the 10-year
period) of $9,000. This is smaller
than $2,000 so the limitation of Sec.
411(c) (2) (E) of the Internal Reve-
nue Code does not come into play.

Therefore, if Jones receives a
lump-sum payment derived from
mandatory employe contributions
when he is 55, the appropriate sum
is $5,526—the present value of
$9,000 at 5% interest.

Taking compensation

Many executives feel they can-
not afford the tax conseguences of
a big salary. Instead, they often
prefer other channels to get money
from their companies. One such
method is the deferred compensa-
tion route which tax shelters in-
come to a later date when presum-
ably the executive will be retired
and in a lower tax bracket. Other
executives conclude that it is bet-
ter to take the entire salary now
and invest a portion in tax-free
bonds or other tax shelters.

Let's assume that an executive
could defer compensation which
would earn a 7% tax-deferred in-
crease. Here is how the deferment
would compare with a non-
deferment if he were to stay in a
50% bracket:

Deferred compensation of
$50,000 would build up to $98,000
after 10 years at 7%. If then paid
out, the after-tax amount would be
$49,000,

If the compensation were taken
when earned, he would have
$25,000 after-tax to invest. If he in-
vested it at 6% tax-free, com-
pounded tax-free, at the end of 10
years, he would have $44,750, or
only $4,250 less than he’d have un-
der the deferred method.

Group term life

The tax advantages of group
term life insurance are well
known—particularly the deducti-
bility of premiums by the em-
ployer and the tax-free coverage to
the employe up to $50,000. An em-
ploye who receives more than
$50,000 of such coverage must in-
clude the value of the excess in his
taxable income, reduced by any
contributions the worker makes
toward the purchase of group life
insurance.

Here’s a point that should not be

overlooked. Employes who con-
tinue to receive coverage after re-
tirement are not taxed on that cov-
erage even if it exceeds $50,000.
Moreover, if an employe continues
to work past age 64, the premium
to be used to compute his taxable
income will be frozen to that appli-
cable at age 64.

Disability income

No medical insurance deduction
is available for premiums on a pol-
icy that protects against loss of in-
come in the event of disability, as
opposed to reimbursement of
medical expenses. (Weber, T.C.
Memo. 1978-110).

IRA alternative

The ERISA restrictions on pen-
sion plans for employes have
created difficulties for companies
who are not inclined to establish
full-fledged qualified pension
plans, but who still wish to provide
a significant retirement benefit to
an employe who retires after many
years’ loyal service.

One suggested alternative is to
create an employer-sponsored IRA
plan for selected employes well in
advance oftheir retirements. While
such IRA plans will be considered
ERISA pension plans since contri-
butions obviously would have to
be made by the employer, these
plans are not subject to the partici-

pation and funding rules of
ERISA, although the employes
would be 100% vested in their
IRAs. (See ERISA sections 201(6)
and 301 (a) (7).) Furthermore, an
employer-sponsored IRA plan
funded solely by insurance need
not have a trust. (ERISA Sec. 403
(b) (1))

Consequently, the regulatory re-
strictions such plans must observe
are essentially only having the plan
in writing and observing the re-
porting and disclosure rules to a
limited degree, filing a plan de-
scription {the EBS-1), filing an an-
nual report (Form 5500) and sup-
plying asummary plan description
to participants.

These regulatory restrictions
should be not so onerous as to off-
set the employer and employe tax
benefits of IRAs and the ability of
the employer to pick participants
at will, L]

Legal malpractice

Forty percent of the malpractice
suits brought against attorneys in
Colorado are counterclaims made
by disgruntled clients who have
been sued for fees by their attor-
neys. The statistic was reported in
the August/September issue of Le-
gal Malpractice Review, published
by The St. Paul Fire & Marine In-
surance Co.

MGIC specializes
in D&O insurance for
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U.K. risk managers beef insurers won't respond . . .

By JOHN H. MILLER

LONDON—The ripples caused
by a lighthearted quip by a top
U.K. risk manager are still spread-
ing through the London insurance
market.

Everyone is now trying to decide
what he really meant and whether
he truly feels that British under-
writers are so far behind the times
that some of them ought to be put
away for a spell of convalescence.

In a mood of dignified rebuff,
Lloyd’s has made no official com-

disaster-proof.

anyone else.

Frelinghuysen livestock insurance
keeps YOU and YOUR customers

Disaster—proof!

With the costs of livestock what they are these days,
customers can't afford to take chances on anything
less than Frelinghuysen livestock insurance. And
neither can a broker! Frelinghuysen keeps you both

You want to deal with a livestock insurance company,
a company who specializes in livestock insurance.
Frelinghuysen just about invented it. Livestock in-
surance is all we write, so we handle it better than

And we're fast! We get out policies within 48 hours
after we're notified. Settle claims fast too. That's be-
cause we back our know-how with the best in service.

Which is why, we suppose, that in livestock circles
the name for insurance is Frelinghuysen.

A,
£ \: The Frelinghuysen Livestock Managers,Inc.
P.0.Box 185, U.S.Route 22, Whitehouse Station, N.J. 08889
Telephone: (201) 5344027
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ment. But all its members—and
there are many of them energetic
enough to jet around the world
thousands of miles at atime of new
challenges—are anxious to assure

their U.S. clients that the London -

market is alive and well and quite
ready to welcome all their busi-
ness.

In a different mood, the big U.K.
insurance companies are nursing
their wounds, their pride hurt at
accusations that they are unable to
provide the breadth of coverage
which leading multinationals want

for their worldwide operations.

At a risk managers' conference
on international needs, Terry
Sharpe, :nsurance manager of the
state-supported British Leyland
auto group, complained that he
had been forced to place a large
slice of 2overage in the U.S. be-
cause London wouldn't take it.

He'd hardly ended his eriticism
before Michael C. Faiers, risk man-
agement head of the engineering
group Guest Keen Nettlefolds,
charged, “London’s become the
geriatric ward of world insurance.”

No one had singled out Lloyd’s
of London for complaint and ev-
eryone f2lt that it was the U.K.
company market, which tends to
be very conservative, that was un-
der heavy fire.

Some coverage undoubtedly has
moved out of London to the dis-
may of underwriting experts.
Nonetheless, it seems to be re-
stricted -o limited types of risk
where U.S. insurers have been able
to offer better servicing or deducti-
bles.

The defense of the British Insur-
ance Assn. is that it is not prudent
to engage in loss-making business.
Lloyd’'s—which is largely ex-
empted from criticism—is still pre-
pared to take risks in its traditional
way and there are certain enter-
prising underwriters with the com-
panies who feel the same.

Setting the scene for clarifica-
tion of the controversy, A.P.
“Tony" Benson, risk management
chief for the well-renowned Glaxo
pharmaceutical and food group,
told Business Insurance:

“The eoriticism was largely
directed at the London company
market, which has failed to keep
up with the needs of big multina-
tional companies in the way it
should do. People have been com-
plaining for some time of the inad-
equacy of this side of the London
market in meeting global require-
ments.

“There are less complaints about

1927
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‘London’s become the geriatric ward of

world insurance.’

—Michael C. Faiers,

Guest Keen Nettlefolds risk manager

Lloyd’s, which still retains sub-
stantial flexibility. But its capacity
is not infinite, so corporates have
<o turn to other markets as well for
cover for large risks,” he conti-
nued.

“It is quite frequent these days
for U.K.-based multinationals to
require cover for losses up to $100
million or more and the U.S. mar-
ket seems more prepared to pro-
vide this on the basis the compa-
nies want.

“It would be foolish for leading
British insurance companies to
disregard the clear discontent
which is simmering in so many in-
surance buyers. The so-called ‘tar-
iff* insurers in the U.K. seem una-
ble or unwilling to provide the
forms of cover that major industry
wants, quite regardless of the sec-
ondary problemofthe correct pric-
ing of cover.

“For example, they’re reluctant
to accept aggregate global deducti-
bles, or to give reasonable dis-
counts for them. Glaxo sells more
than $1 billion in products a year,
aperates in 100 different countries
and makes an annual profit of over
$150 million. Our safety and liabil-
ity loss is excellent, so we're a good
bet for insurance coverage,” Mr.
Benson said.

“But the London company mar-
ket doesn't generally seem able to
accept that because we can fund
quite a large amount of potential
loss ourselves we don’t need full
ground-floor-up insurance cover-
age for all ourrisks,” he continued.

“We want a strong London mar-
ket and would like it to recognize
tae current insurance needs of top
U.K. industry in a much more ef-
fective way. It sometimes seems as
if some ofthelarger U.K. insurance
companies are more concerned
with money management than
with their basic role as risk-

Senate bill
targets D.C.
claim abuses

WASHINGTON—The Senate
has passed legislation designed to
crack down on disability retire-
ment abuses by District of Colum-
bia law enforcement officers and
firefighters.

In recent years, up to 88% of po-
lice officers and 86% of firefighters
have retired on disability, a far
higher percentage than in any
other U.S. city. Disability benefits
are tax-free while regular retire-
ments are subject to taxes.

In some cases, police officers
and firefighters have been found
working at strenuous second jobs
after retiring on full disability.

To curb these abuses, thelegisla-
tion would require city employes
to obtain yearly medical state-
ments from the District of Colum-
bia Board of Surgeons certifying
that they still are disabled.

The board of surgeons also
would be required to determine
the percentage of impairment at
the time of retirement. For exam-
ple, an injured employe who was
40% disabled might receive only
40% of salary.

The legislation now goes to a
cenferences committee to recon
cile differences with a House-
passed version of the bill. [

distributors.”

The same attitude was reflected
in the views of Dennis J. Farthing,
risk manager of Rank-Xerox, who
agrees thatin certain cases the U.S.
market serves him better.

“We've had to leave the U.K.
market in the last two to three
years to get the cover we want for
our fire and perils, material dam-
age and business interruption cov-
erage,” he said. “We were looking
for a layered combined cover for
such risks, with a large deductible,
up to a capacity of around $150 mil-
lion.

“This turned out to be asituation
which we couldn’t get the U.K.
company market to handle satis-
factorily for us. So we went to the
U.S. to AIG, who have been ableto
offer us many benefits in the form
of servicing and other facilities
that we couldn’t get in Britain.

‘“We've no complaints about
Lloyd’s—it’s their sort of approach
we’re looking for—and Lloyd’s has
in fact participated in top layers of
the risk, which AIG is leading.
Other insurers elsewhere in the
world are also involved in the lay-
ers, but not the traditional UK.
company market I'm sorry to say.

“We're sad to have had to leave
the U.K. company market for this
particular type of risk, as a large
part of our insurance, such as lia-
bility, auto and accident, is cer-
tainly still held in London.

“It's probably correct that only
25% of our world coveris bought in
Britain. But you must remember
this is nothing new, as for many
years we've had to place large
amounts of our cover in domestic
markets abroad because of strict
local requirements over insurance
cover.”

Mr. Faiers. who agrees that the
U.S. insurance market is trying to
gain deeper involvement in Euro-
pean industry, is now reluctant to
over-emphasize his allusions to his
own domestic insurance compa-
nies.

He said: “U.K. companies are not
impressing with their efforts and
are failing to provide full world
coverage.” ]

The people who know
how to handle it in

NEW JERSEY

are
DE LANOY & KIPP INCORPORATED
80 Pompton Avenue
Verona, N.J. 07044
857-0700
SEE OUR AD ON PAGE 3
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. .British Leyland buys product protection in U.S.

LONDON—British Leyland, the
huge British government auto
group, is unable to obtain all the
insurance it wants in the U.K. mar-
ket, says insurance manager Terry
Sharpe.

Mr.- Sharpe outlined British
Leyland’s problems before a con-
ference on multinational insur-
ance problems sponsored by the
Assn. of Insurance and Risk Man-
agers in Industry and Commerce
(AIRMIC).

Delegates from several Eure-
pean countries, including Ger-
many, France, Switzerland, Hol-
land and Scandinavia, attended
the conference where the future of
various classes of international
risk were explored.

Mr. Sharpe told the conference
that he was concerned with four
classes of insurance—property
damage, business interruption,
public liability and product liabil-
ity. He prefaced his remarks by
saying, “We have the advantage of
direct access to the London mar-
ket, which in my view is the most
effective insurance market in the
world. In using this term I include
the company network, Lloyd’s
and of course the brokers’ net-
work."”

After indicating that property
damage and business interruption
needs of his company are still
placed with more than $10 billion
coverage in London, he startled
delegates with the controversial
disclosure:

“Let me deal with global public
liability and product liability in-
surance, tor which our obvious
requirement—and the require-
ment of all large buyers—is a
global policy.

“Last year British Leyland sold
800,000 vehicles worldwide, with a
sales turnover of $5.2 billion and
there are millions of the company’s
vehicles being operated through-
out the world from previous trans-
actions in the past 10 years.

“Its activities may not be readily
acceptable to some underwriters
as a type of business, but with our
exports running at this level we felt
the U.K. insurance market would
be able to give us the required
cover,” he continued.

“We found it couldn’t respond to
this requirement. When we ex-
amined the position two years ago
and made an in-depth study, it was
established that no U.K. insurance
company was prepared to submit
even outline proposals, let alone
discuss the cost.

“T hasten to add that ourdifficul-
ties were not due to an unsatisfac-
tory loss experience, or to unac-
ceptable premiums being guoted,
as we never reached that stage of
detail in our discussions.

“There was a suggestion of a
consortium being formed by U.K.
insurance companies, but they
could not guarantee local service
to our overseas companies and we
felt we were being used to some
extent as an experiment in this in-

stance. The situation was totally .

unacceptable to us in the U.K. and
overseas,” he said.

“As a result, we had to look to a
U.S. company to partially solve the
problem. We have a global policy
placed in London with this com-
pany which does not include our
activities in North America, but
covers all our operations in other
countries throughout the world.

“Local service is provided by
the insurers and they also deal with
the claims, including those within
the substantial deductible. This
meets our U.K. requirements and
those of local management.

“This doesn’t completely satisfy
our reguirements, as it's been nec-
essary to make separate arrange-
ments in North America. This is on
the basis of substantial self-

funding in the primary areas and

various levels of excess cover.

“I realize some people might say
that the U.K. market was not in-
terested because we sell cars.in the
U.S., where there have been
awards like the recent damages
case against Ford, but our efforts
were made in 1976 when the ex-
pression ‘punitive damages’ was
nowhere so well known.

“In any case, only 8% of oursales

are in the U.S. Half of them are in
the U.K,, with the rest elsewhere,
so the cover ought to have been
forthcoming without difficulty
from London.”

Mr. Sharpe contended that his
auto group’s reguirements were
simple, though the U.S. risk factor
might call for a special premium
rating within the package and be
subjected to substantial risk par-
ticipation for which there ought to

‘| believe there should be a greater incen-
tive for lnvestlng in a higher standard of

fire protection.’

—Terry Sharpe

be a realistic premium discount.

He admitted that property dam-
age and business interruption is
still placed in the U.K, market,
with $6 billion property coverage
and $4.8 billion business interrup-
tion insurance.

But he believes it was a very re-
stricted market in.terms of capac-
ity and estimated maximum losses
and he still suffered the effects of

" “tariff control.”

Some large buyers, he agreed,
had negotiated special terms, but

the tariff rate, which the U.K.
monopolies commission had criti-
cized, ought to be broken.

“I want to see a change of atti-
tude toward risk improvement
programs by the insurance compa-
nies. My company has a five-year
risk program of$16 million in hand
to install additional fire protection,

_ butitis viewed unfavorably by our

financial experts because of thein-
adequate return it will get.

“I believe there should be
greater incentive for investing in a

higher standard of fire protection,
especially since more generous
premium discounts are given in
the U.S. market for highly protec:
ted risks,” he added.

“There ought to be a change of
mind too over premium discounts
for major risk participation. When
alarge insurance buyeris prepared
to accept a $1 million deductible
and to invest in fire protection, he
should get an acceptable level of
premium savings.

“This particularly applies to
business interruption cover, where
the discounts are derisory.”

Mr. Sharpe said, however, that
his firm's global business interrup-
tion cover was still placed in the
U.K. marketand extended to many
countries that would not have been
looked at 10 years ago. The product
liability line of businessis reported
to have gone to AIU in the U.S. =

WE'VE GOT RISK SPECIALISTS

RIGHT WHERE YOU WANT THEM.

Wherever you are, we are. Ready
to help you in the placement of com-
mercial accounts. Including prop-
erty-casualty, ocean hull, odd-ball risks,

world wide coverages, commercial mass
marketing and many others.

Each Risk Specialist location is a
facility for the placement of excess and
surplus lines insurance. So contact the
office nearest you for more information.
And for up close, involved, personal -
ized service.

© Midwestern Risk Specialists, Inc.
222 So. Riverside Plaza

Chicago, lllinois 60606

(312) 648-8800

© O Eastern Risk Specialists, Inc.
2000 Market Street

Philadelphia, Pa. 19103

(215) 567-2270

125 Gaiter Drive Suite G

Mt. Laurel, N.J. 08057

(609) 234-9195

O © Midtown Risk Specialists, Inc.
1230 Ave. of the Americas

New York, N.Y. 10019

(212) 975-0975

2 State St.

Cross Roads Bldg.

Rochester, N.Y. 14614

(716) 454-5580

© Southeastern Risk Specialists, Inc.

1819 Peachtree Road, NE
Atlanta, Georgia 30309
(404) 352-1076

€ Central Risk Specialists, Inc.
127 West 10th Street

Kansas City, Missouri 64105
(816) 474-6665

O O Southern Risk Specialists, Inc.
2006 Bryan Street

Dallas, Texas 75201

(214) 741-2491

2200 N. Loop West

Houston, Texas 77018

(713) 680-1128
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@ @ Western Risk Specialists, Inc.
3550 Wilshire Boulevard

Los Angeles, California 90010
(213) 487-2555

3 Embarcadero Center

San Francisco, California 94111
(415) 445-2937

® Northwest Risk Specialists, Inc.
P.O. Box 2246

Seattle, Washington 98161

(206) 682-6235

® New England Risk Specialists, Inc.
100 Summer St.

Boston, Massachusetts 02110

(617) 956-4204

Commercial Risk Specialists, Inc.
446 Collins Street
Melbourne, Victoria 3000

_ Australia
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Calif. plea rejected

A professional reinsurance company writing
a worldwide book of business

99 JOHN STREET NEW YORK, N.Y. 10038 |/ (212) 233-2016

TELEX: 423966 | WU: 12-8149 |/ CABLE ADDRESS: DUNCANHOLT New York
OFFICES IN SAN FRANCISCO | NEWARK | RIO DE JANEIFOQ

A DUNCANSON & HOLT GROUP COMPANY

ROCHDALE INSURANCE COMPANY

U.S. court ru

By JOANNE GAMLIN

SACRAMENTO—A federal dis-
trict court says the reporting re-
quirements of the pension reform
law apply to government pension
plans.

Judge William L. Schwarzer of
the federal court for Northern Cali-
fornia rejected a suit brought by
the state of California. The state
said that it should not have to file
form 5500 with the federal govern-
ment.

Bill Powers, the deputy attorney
general for the state who appeared
before Judge Schwarzer, said an
appeal was unlikely in view of the
court’s total rejection of the state's
arguments. He noted that before
further legal action can be taken
the board of administration of the
four state plans would have to be
consulted.

In his ruling, Judge Schwarzer
said section 6058A of ERISA ap-
plies to government retirement
plans because “Congress made it
very clear that when they meant to
exclude a governmental plan from
a particular requirement, they said

so specifically.
“And the legislative history, to

offer you this important
coverage either separately
or as part of a full insurance
package. But th= best
boiler and mactinery
insurance palicy is just a
scrap of paper without
energetic service,
service that extencs from
prompt quotes and
policy issuance; J~§
through

Breakdowns can turn an
intricate mechanical system
into a pile of junk. That's just
one of the many accidents
covered by boiler and
machinery insurance. As .
one of the few multi-line
carriers with a boiler and
machinery facility, we can

i,...—m

Don’t Get Caught |
by a Mechamcal §
Breakdown.

Call Z-A /&3
for B&M(_ -
Protection.

=

Zurich Insurance Company
American Guarantee and
Liability Insurance Company
111 West Jackson Blvd.
Chicago, lilinois 60604

e
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timely inspections

right down to fast and fair

claims handling. And we

don't take your boiler and

machinery business for

granted. At

g Zurich-American,

- service is our
number

one policy.

les states

must file ERISA forms

the extent that it indicates any-
thing atall,indicates that Congress
was very much concerned about
how farthey should go in imposing
requirements on governmental
plans. And with that preoccupa-
tion manifest, one cannot say that
6058 was left ambiguous. Quite the
contrary. I think the failure to ex-
empt governmental plans fromthe
requirements must indicate a clear
intention to subject them to that
requirement.”

The federal judge also turned
down the state’s argument that the
10th Amendment precludes the
federal government from re-
quiring the state to file information
returns.

In its action, California not only
asked for declaratory and injunc-
tive relief from the reporting re-
quirements of ERISA, italso asked
for a preliminary injunction pro-
hibiting the U.S. Treasury from
fining the state for refusing to file
the annual report form (Form 5500)
with the IRS.

The state plans have never filed
5500 forms. .

RBH buys
benefit firm

CHICAGO, Ill.—To strengthen
its services in employe benefit
communications, Rollins Burdick
Hunter has acquired Synerconsul-
tants Inc. of Nashville,

Synerconsultants specializes in
computer services that tailor bene-
fit information booklets for each
employe and allow individual for-
mating designed for each client.
The firm, which services employ-
ers in 23 states and the District of
Columbia, also provides audio/
visual and other employe benefits
communications programs.

Synerconsultants will become a
wholly owned subsidiary of
Chicago-based Rollins Burdick
Hunter, with J. Frank Swygert
continuing as president. Terms of
the transaction were not disclosed.

Clients of Rollins Burdick in 24
U.S. offices will be offered
Synerconsultants’ benefits report-
Ing services. Synerconsultants’
own clients range in size from 30to
30,000 employes. .

The people who can
always find a way in

HOUSTON

JOHN L. WORTHAM & SON
2727 Allen Parkway
526-3366
SEE OUR AD ON PAGE 3



Excerpts of rules, list of risks

ollowing are ex
the regulations estal

rpts from

16. 1 Definitions
For the purpose of this
lation the te special ris
mean:

or part o
operations for
the kind of ins
Section 46 of th
pt those kinds set fourth in
bdivisions one, two, three, fit-
n, eighteen and twenty-three) is
rovided in a single policy written
in accordance with Section 168-d
of the Insurance Lav ich is
ritten with or is reas nably ex-
pected to produce a minimum an-
nual premium of 3
1 o

efined in

led only to a single entity
or two or more related entities
each o ich the same person, or
gr persons. or corporation
OWNSs a majority interest: or
()€1
an unusual nature, a hi
ard or difficult to pla
s ion 16.11 of
Regulation. Additions or dele-
tions to the list may be made by the
Superintendent. For the purpose
of this Regulat special risks
classified der s Two wh
= e a premium in the amount
ed in Class One shall be
orting purposes designated as
Two risks
) “Net premiums written”
shall mean gross premiums (direc
and assumed premiums including
policy and membership fees, le
return pre and pr I
for policies not take
ance ceded. Provi
that for the purposes of section 16.2
" this Regulation no reinsurance
edit shall be granted for Special
risk business ceded to co mpanies
not licensed pursuant to Section
168-d of the Insurance Law.

16.2 Limitation o Transactions

(a) Applicable to Property In-
surance Companies. The net pre-
miums written pursuant to Section

the Insurance Law during
lve month period shall not
exceed the greater of:

(1) twenty percentofthesu rplus
as regards policyholders at the be-
ginning of such period: or

(2) such an amount which w
added to all other net pre
written during such period
produces a sum which shall not ex-
ceed two hundred percent of the

s regards policyholders at
beginning of such period.

no event, however, shall an
insurer’s net premiums written
pursuant to Section 168-d in any
twelve month period exceed
twenty nt oftheinsurer’s
total net premiums written d uring
such period, unl he insurer has
received prior written approval
fromthe Superintendent to exceed
the twenty-five percent limitation.

16.3 Disclosure to Insureds

The following wording shall ap-
pear on the front page of each

r, policy, contract, rider, en-
ment, billing and/o
issued pursuant to the pr
of Section 168-d of the Insurance
Law:

WARNING: NOT SUBJECT TO
THE FILING AND/OR AP-
PROVAL REQUIREMENTS OF
NEW YORK STATE INSUR-
ANCE LAW AND REGULA-
TIONS WITH RESPECT TO
POLICY AND/OR CONTRACT

ORMS AND RATES.

The words of the warning shall
oe in bold capital letters, each of

Insurance Law

s Two. That which is of

which shall be no less than three-
eighths of an inch in height. The

of the warning shall be en-
closed in a border.

16.4 Minimum Policy Provisions

f Section 168-d of

AW on special risks

ident in New York

te shall comply with minimum

standard poliey provisions of the

Insurance Law and Insuranc -

partment Regulations. Medical
malpractice insurance cove

may not be written on a “claims

made” form.

16.5 Standards for Rates
The rates applied to polic
sued pursuant to the pro
Section 168 fthe Ins
shall not be exce > :
nfairly discriminatory, destruc-

tive of competition or detrimental
to the f insu Each
insurer shall maintain in its files
the premium charged for each risk
and the basis for tae rate or pre-
mium.

Risks eligible
for trade zone

Abstractors liability
sional liability
‘ors & omissions

ers & ad agency liability

Air bag repaec :

Air conditioning equipment
breakdown

Aircraft—turbine eover

Aircraft—waiver of subrogation
and deductible

Alarm s

ems failure liability
s ammonia dealers and

mal bailee coverage
Animal rides

s & omissions
nal liability
s malpractice
onal liability

Artificial limb fitte
ist profess
le auction—check and

title coverag

i
ical damage

Automobile—collision
of deductible

coverage

Auto eollision—loss of use

for

We'll let your
insurance agent or broker tell you,
in his own words,
why we’re different.

CcCHUBEB

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

for N.Y. trade zone

Automobile—diagnostic service
Auto dismantling
Automobile—*"do-it-yourselt”
servi :
Automobile—eme
expense

ency travel

Automobile—excess tow & lat
Automobile finance master
policy

commercial risks
Automobile physical damag
risk cov
g liability
-claims from

Auto twili

Bad che

Bailee all risks form (open end)—
laundri & drycleaners
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DIA Has the
Market Strength ...

Dependable Insurance

Associates, Inc.

Surplus Line Brokers. Managing General Agents

LOS ANGELES CHICAGD SAN FRAHCISCO MEW JERSEY
L
(213) 385-3431 (312) 621-13770 (415) 3890432 (201) 267-1976
Suitg 2223 230 west Montce 81 425 Caile ma St CIA Broters. 1ac
3435 Wushee Bivg Suite 22150 Si-1e 201 161 Mad 30n Ave
Lps Angeles Teé 9000 Cnizago Uil BCB06 Szn Fracisco|Ca 94104 Mornstown N J 07980

|
|

]
|

N.Y. regulations . . .

Continued from preceding page

Bailee customers—processing
damage

Bankruptcy—property damage
coverage

Banks—cash letter policy

Bankers indemnity

Banks—financial institutions—
contingent lawyer’s errors &
omissions

Banks—mortgage interest—all
risks

Beauty school liability

Boiler & machinery—excess

Boiler & machinery—special
risks—chemical plants, green-
houses, petrochemical plants,
schools, public utilities

Bonds—fidelity—rehabilitated
ex-convict as principal

Broker-dealer bond

Bumper cars—liability

Business interruption—bomb
threat

Business interruption—dairy
farms

Business interruption—fishing
lakes

Business interruption—theft

Canine corps liability

Carnival equipment floater

Catfish farms—"crop” insurance

Ceiling coverage—package policy
including difference in
conditions, umbrella liability,
catastrophe crime and
catastrophe care, custody or
control coverages.

Cemeteries—all risk physical
damage on tombstones

Charter flights—high limit
($500,000 or over) accidental
death and dismemberment

Chronological stabilization

Clinical evaluation professional
liability ‘

Clinical laboratory malpractice

Coin dealers—all risks

Coin-operated devices liability

Coin-operated devices physical

!

License B-137

Browr éj’rothers Adjusters .. tn= problem solving specialists.

We know our way
around self-insurance
administration.

Do yéu sometimas think your self-insurance
admipistration coulc use a little magic? Its no
tric< jcr Brown Erotners:Adjusters to provide
‘you with all the services you need, quickly and
thorcughly:.adjusting, supervising, statistical
information, and administration of your loss
fund | We're experienced in municipalities,
/ trarsportation, government bodies, private
bus ness and util ties. If your self-administration
is a-t7ree-ring circus. call Brown Brothers
‘Adjusters. We're listening 24 hours a day, seven

days 3 week.

0 i W ; = . Y E : ; ar

-B:A Brown Brothers Adjusters =/
Horme Office: 545 Sansome Street, San Frar cisco, CA 4111 « (415) 392-2825
TELEX: San Frencisco—34-47Z «.tonolJlu—63-4266 « Los Angeles—67-234
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damage
Coinsurance deficiency
Collapse—special risk
Collection agencies errors &
omissions

Commercial credit (“bad debt”)
insurance

Community antenna television
(CATV) liability

Community antenna television
(CATYV) all risks package

Computer “burglary”

Computer equipment lease
indemnity

Concrete contractors ripping &
tearing liability

Condominiums—interval
ownership—property

Condominiums—interval
ownership—liability

Confiscation

Contact lenses

Contact lenses technicians
malpractice

Contamination

Contamination—boiler &
machinery

Contests managers errors &
omissions

Contingency insurance—no show

Contractors equipment floater—
retrospective rating

Contractors liability—turnkey
operators
Contract—cancellation

Corporate trustees errors &
omissions

County officials errors &
omissions

Credit bureau errors and
omissions

Credit card companies—errors &
omissions

Credit card companies—issuers
indemnity

Credit union errors & omissions

Credit union single interest
+ property floater

Creditors impairment protection

Crime insurance excess

Crop dusting—not by aircraft

Custom harvesters—physical
damage and liability insurance

Data processing companies
product liability

Data processing equipment—
electrical disturbance

Data processors—programmers
and analysts errors &
omissions

Deductible clause variations

Demolition contractors liability

Depreciation insurance

Diagnosticians professional
liability

Difference in conditions—excess

Directors & officers—board of
education indemnity

Directors & officers—middle
management

Directors & officers—public
officials

Directors & officers—union
officials

Drought insurance

. Dune buggies—liability &

physical damage
Ear piercing liability
Earthquake—mortgage interest
only
Electrical breakdown
Electrical disturbance—provides

coverage customarily excluded
under fire policies

Electrologists liability

Employe benefit trustee errors &
omissions

Employers liability—special

Employment agencies &
counsellors errors & omissions

Engineers professional liability

Environmental protector policy

Escrow agents errors &

Continued on page 104



" EMPLOYE
BENEFIT

‘November
13-14,
1978

Program overviews, evaluation, case history problem solving, penetrating
analysis, intensive skills development, in-depth discussion, examining
alternatives . .. all combine in this unique Conference to give you the
practical information, ideas, techniques, methods and inspiration you need to
increase the effectiveness of your benefit communications program.

Effective benefit communications not only meets stated legal requirements, but
goes beyond them to meet the unstated information needs and concerns of the men
and women who work for your company. The result can be a more enlightened
employer/employe relationship wherein everybody gains.

That's what the Business Insurance’s two-day Employe Benefit
Communications Conference is all about—developing and fine tuning your
communication skills so you can make the most of this management opportunity.

To help Kou maximize the return on your company’s benefit communications
investment, this hard-working Conference puts you through the paces...

* You compare and evaluate your program with those of similar

sized companies

* You roll up your sleeves and develop team solutions to an actual

communication problem

* You learn how to make the best use of specific communication vehicles

* You gain valuable insight into the secrets behind successful communications

* You view and analyze dramatic visuals detailing all aspects of

corporate benefits

* You discuss management alternatives available in developing and

implementing effective programs

* You see why outstanding efforts won Business Insurance’s coveted Employe

Benefit Communications Awards
* You discuss your problems in give-and-take sessions, and get the answers
you need
Conference speakers are nationally recognized benefit communications leaders,
including two winners from this year's Business Insurance Employe Benefit
Communications Award competition. They have proven track records and the ability
to communicate their ideas effectuvely

As a Conference participant, you're immersed in a total learning environment.
Large general sessions. Intensive concurrents. Shirt-sleeve skills development
sessions. Look. Listen. Probe. Expand your awareness. Brcaden your outlook. Get
the answers you need.

You return to your job armed with ideas, ready to tackle your toughest benefit
communications problems.

Space at this second annual Conference is limited. Please look over the
sessions offered and review the list of speakers—probably the strongest faculty
ever assembled for a major communications conference. Then send in your
registration quickly to avoid disappointment (all registrations are accepted on a
first-come, first-served basis only). To register, fill out the coupon below or phone
(312) 649-5242 collect.

and oo
receive hotel reservation forms with their Conference confirmaticns. )

October 31, 1978. (For cancellations received after October 31, there is a $50 service charge.)
[ Enclosed is a check for $ O Bill me

Name . Title.

COMMUNICATIONS
CONFERENCE

--- Mail this coupon today or phone (312) 649-5242 COLLECT!

Marriott
Motor Hotel
Chicago

Your Conference program...

@ Supervisors— Your Keys to Effective Communication?
® Surveys—How to Tap Employe Feedback
® Developirg a Winning Audio-Visual Program—How We Did It

® How Does Your Program Stack Up? Bring It and See. .. (four
concurrert sessions programmed according to company size)

® You Be The Judge |

® Can You Solve This Problem? (four concurrent sessions
programmed according to company size)

@ You Be The Judge Il

@ Media Clase-Up: How to Best Use Your Tools (four concurrent
sessions. each focusing on a specific tool—booklets;
audio-visuals; personalized correspondence and
computenzed staternents; and special projects)

® Developing a Winning Print Program—How We Did It

® White vs Blue—Effect of Collar Color on Communications

Your expert Conference faculty...

Russell J. Alberding,

Director of Communications,
A.S. Hansen Inc.

Gary L. Bradshaw,

Manager,

Associate Actuary, Wyatt Co.
Lea A. Carison,

Executive Director,

Benfo Division, M & R Services
Richard M. Coftin,

Vice President, Manager,
Communications Div.

Towers, Petrin, Forster & Crosby

Kelly Coy,

Manager of Benefit Communications,

Olanie, Hurst & Hemrich

Peter A. Denielson,

President,

Benefit Consultants Inc.

Meg Franklin,

Manager, Communications,
Employe Benefits Dept.,

Levi Strauss & Co.

R. Craig Fulford, President,
Southern Employe Communications
David M. Gladstone,

Consulting Actuary,

Hazlehurst & Associates inc.

Nanci A. Healy,

Senior Consultant, Communications,
Frank B. Hall & Company Inc.
Harold L. Hudson,

Manager, C:rporale Benefits,
Revion, Inc.

---.‘

YES' Please enroll me in the Business Insurance Emplove Bene‘it Communications Conference. | understand that the Conference fee is $295.
(Addltional registrants from the same company who register at the same time earn a 10% discount off this rate.
istration fee includes admittance to all scheduled Conference sessions and functions, resource materials including a workbook, planned meals

ail reception. (Hotel accommodations and travel arrangements are not included and must be made separately. Registrants automatically

Clay Hurst,

Principal,

Olanie, Hurst & Hemrich
Judith A, Karam,

Director of Communications,
Martin E. Segal Co.

John Kerney, Jr.,

Vice President, Employe
Communications Division,
Kwaska Lipton Inc.

Dennis B. McKay,

Vice President and Manager,
J & H Communications,
Johnson & Higgins

Donald L. S rd,
Assistant Vice President,
Communications Services,
William M. Mercer Ltd.

D. Bruce Sidebotham,
Director, Employe Services,
General Tire & Rubber Co.
George F.

Oommmc:ggzs Consultant,
Buck Consultants Inc.

David C. Wineland,
Manager, Employe Benefits,
Armco Inc.

Herbert Zeitner Inc.

Marketing & Communications
Dorothy D. Zinck,
Communications Consultants,
A. S. Hansen Inc.

If my plans change at any time, | understand | can substitute the name of another person without penalty. Or | can receive a full refund if | cancel by .

Company
Street

Phone { )

City State

Zip.

Additional Registrants:

Name Title

Name Title

‘-.---.

Make check payable to Crain Educational Division. Mall today to: Crain Educational Divislon, 740 Rush St., Chicago, IL. 60611
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New York regulations ...

Continued from page 102
omissions

Excess cover—Federal Deposit
Insurance Corp.

Excess insurance for self-insurers

Excess loss—fire & allied

Excess loss and excess aggregate
public liability cover for self-
insurers

Exchange transfer

Executors and trustees errors &
omissions

Export credit insurance

Exterminators liability

Fair employment practices
liability

Film producers indemnity

Financial agents errors &
omissions

Fire insurance—non-standard
homeowners, low values

Fire insurance—non-standard
SMP, low values

First loss insurance—property
coverage

Flood insurance—not eligible for

/

INSURANCE
SPECIALISTS

Buffer Layers
Umbrella Liability
World Wide Oil Drilling & Production
Excess Employers Liability-Maritime
Commercial Property
Political Risks
Excess of Sir's

THE WETZEL
COMPANY, INC.

THE COMMODORE

2000 South Post Oak Road, Suite 2400
P.O. Box 66452, Houston, Texas 77006
713/626-3240 Telex: 76-2053

Taking the Risk out of Business

\

INSURANGE
COMPANY

_
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federal program

Flood insurance—disqualified
areas

Food spoilage warranty

Freight forwarders errors &
omissions

Fruit growers liability for
customers

Fuel tax ktonds

Furriers block special multi-peril

Golf club greens—physical
damage

Golf clubs—package for private
clubs .

Governmental units—liability
general liability, professional
liability for service agencies,
riot liability and wrongful
police action liability

Hair removal liability

Herbicide contractors errors &
omissions

High limif ($500,000 or over)—
individual accidental death &
dismemberment

Home purchasers—dwelling
judgment insurance

HMO ben=fits—stop loss accident
& health

Homeopaths professional liability

Horse & pony policy

Horsemen—owners and trainers
fire & transportation perils

Houseboats—liability rental units

Hovercraft (air cushion) liability
and PHD-rental units

Inland waterways marine

Institutional administrators
liability

Insurance adjusters errors &
omissions

Insurrection insurance

Interior decorators & designers
errors & omissions

Inverse condemnation coverage

Investment counselors errors &
omissions

Justice of the peace—errors &
omissions

Land‘su_rveyors—errors &
omissions

Landscape architects—errors &
omissions

Landing owners & operators
legal liability

Lawn care contractors errors &
omissions

Lawyers raferral service errors &
omissions

Lega! aid societies errors &
omissions

Looking for a complete
and competitive excess
and surplus market?

* Primary and Excess General Liability

« Primary and Excess Property

* Excess Maritime - Physical Damage for
Drilling Rigs, Ships and Storage Units
- Buffer Layers - Umbrellas
* P&l and Hull Coverages

Innovative Primary Insurance
Programs for the large risk.

Mid-Continent Underwriters

Whitney Building, New Orleans, La. 70130
Telephone (504) 581-5597

Contact Us!
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Lenders dual interest

Lending institutions—dealers
fraud

Liability cover—donated labor—
liability coverage for persons
donating labor to churches and
other charitable institutions

Lie detectors errors & omissions

Life underwriters errors &
omissions

Livestock—cattle rustling
Livestock—fattening farms

Livestock—live birth from
transplant

Livestock named perils—birds
Livestock named perils—dogs

Livestock named perils—
chickens

Livestock named perils—dogs—
kennel owners .

Livestock named perils—fur-
bearing animals

Livestock named perils—turkeys

Livestock named perils—zoo
animals

Livestock—power interruption

Logger’s property damage
liability coverage

Loss prevention inspections
liability

Management consultants errors
& omissions ’

Manicurists liability

Marine surveyors errors &
omissions

Massage parlor package

Masseurs liability

Master fire & extended coverage

Medical payments insurance—
donated labor

Ministers professional liability

Mobile home—emergency
removal service

Mobile x-ray units professional
liability )

Mortgage contingent

Mortgage protective errors &
ormissions

Mosquito control operations—
liability and physical damage

Motorcycle finance master
policy—single interest collision

Municipal liability—per capita
rating

Mutual fund errors & omissions

Naturopaths liability

Notary public errors & omissions

Nursing homes—liability,

. administrators

Oil insurance—cost of well
control, drilling equipment and
off-shore drilling

Oil—business interruption on
drilling operations

Oil—value business interruption
on drilling operations

Oil lease property

Oil—petroleum refineries—excess
of loss liability

'| Oil storage

Oil wells general liability

Parachute & sky-diving clubs—
property and liability

Paramedics professional
liability C

Patent agents & attorneys errors
& omissions

Pension consultants errors &
omissions

Pension plan trustees errors &
omissions

Pest control contractors errors &
omissions

Pet health insurance

Pets—sickness and accident
insurance

Physicians professional liability—
medical students

Police officers professional
liability

Political subdivision errors &
omissions

Poultry

Power failure—all risks

Premium financing companies
errors & omissions

Private guards, patrols, &
security forces premises &

operat_ions (M&C) liability
Product failure insurance

Products—livestock feed
supplement—for manufacturers
and distributors

Products—recapture or recall

Products warranty

Public utilities—all risks
coverage on transmission lines

Publishers liability

Railroad protective liability

Rain insurance

Real estate investment trust—
errors & omissions

Real estate investment trust—
trustees liability

Reducing salons professional
liability

Refrigeration equipment
breakdown

Renovation allowance

Radio and television broadcaster
& producers liability

Rented chattels—conversion

Reward indemnification cover

Reward insurance

Robbery medical payments

Safety consultants errors &
omissions

Scalp treatment liability

Schools—special education
programs

Securities & Exchange Act
liability

Securities & Exchange
Commission—insiders
information penalty

Securities & Exchange
Commission—registration
‘errors & omissions

Seedmen errors & omissions

Severability endorsement to
physical damage policies

Ship charterers legal liability

Ship repairers legal liability

. Shipping agents errors &

omissions

Ski resort—high limit ($500,000 or
over)—accidental death and
dismemberment

Snowmobile racing—spectator
liability

Social service agency
professional liability

Social workers professional
liability

Soils and foundations engineers
errors & omissions

Space Travel—accidental death
and dismemberment

Special events liability

Sports instructors liability
Standing timber insurance

Stock brokers errors & omissions
Stockholders protective liability

Stock transfer agent’s errors &
Continued on facing page

The people who can
always find a way in

PITTSBURCH

THE FRANKEL COMPANY
One Qliver Plaza
471-7535
SEE OUR l_\D ON PAGE 3
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Continued from facing page
omissions

Stud fee coverage

Tax preparers errors & omissions

Telephone secretarial service
liability

Television breakdown—closed
circuits

Temperature insurance

Termite control contractors
liability

Title abstractors errors &
omissions

Title insurance agents errors &
omissions

Trade show cancellation

Trade show business interruption

Trade show sponsors liability

Transportation contingency
coverage

Travel agents stock

Travel package—includes
accident and medical payment
insurance, travel baggage and
missed flight coverage

Tree surgeons errors & omissions

Truckman—down time coverage

Truckmen—fleet owners excess
actual cash value

Truckmen—non-trucking use—
bobtail liability—deadhead
coverage

Truckmen—motor truck cargo—
excess-hazardous cargo

Truckmen terminal catastrophe
protection

Trustees and fiduciaries errors
and omissions

Trustees and fiduciaries statutory
liability

Trustees—trust department
errors and omissions

Tuition refund broad and limited
plans

Union officials defense expense

Vacation rain insurance

Vending machine floater

Voting machine malfunction

Waterbed liability coverage

Wave damage

Whiskey, unaged

Wigs in care, custody or control
of styling salon

Wigs—liability insurance

Wild animal accident insurance

Yachts—charter brokers .

New disease?

Because nearly 37,000 deaths in
the U. S. over a six-year period
were blamed on a 1% increase in
unemployment, the UAW says job
loss should be considered an occu-
pational disease. The union urged
passage of legislation to provide
additional benefits in the event of
plant shutdowns. A bill to provide
such benefits is now pending be-
fore Congress.

h ato: Terry King
Malcom Nichols of the Oregon State Action Insurance Fund (right)
discusses the Portland program with loss control officer William

Liability self-insurance saves,
so Portland adds work comp

By HARRIET KING

PORTLAND, Ore.—Despite an
enviable record of few insurance
losses, the city of Portland shared
the fate of other municipalities in
the mid-1970s as insurance pre-
miums soared. 5
. Consequently, two years ago city

~managers were impelled to self-

insurance for general comprehen-
sive liability and liability on their
1,500 vehicle fleet. This spring,
they added workers compensation
for the city’s 3,500 employes to
their self-insurance portfolio.
Now, the city's coverage and at-
tention to insurance matters is
stronger than ever and is substan-

tially less costly, contend those in
the city’s risk management divi-
sion. \

“We made our decision to self-
insure as far back as 1975. We had
no alternative on comprehensive
general liability. If we could have
found carriers, there would have
been more exclusions than inclu-
sions,” says Donald W. Eckton, in-
surance and claims administrator.

“If we could have purchased this
coverage, it would have cost us $2
million,” says Mr. Eckton. “Our
last quotes were $600,000 in fleet
alone and $1.4 million on general
liability.” Those combined guotes
would be well over $2.5 million to-

day, he estimates, by contrast with
the late 1960s when both could
be purchased for slightly over
$200,000.

So city officials put a plan in mo-
tion leading to a self-funded and
self-administered insurance pro-
gram. First, the city’s brokers did
an in-depth search of various mar-
kets “and provided us with all the
alternatives possible,” says Mr.
Eckton.

Next, the Portland residents ap-
proved a change in the city’s char-
ter to make self-insurance possi-
ble. Then, the city hired a risk man-
ager. By August 1976, the program
for self-insuring general compre-

Continued on following page

CURM SERVICES...

Supporting your Risk Transfer

or Retention Process.

When you acquire Excess or Surplus
coverages, will you need claims service,
risk control or an information system? If
the answer is YES, CURM has the pro-
gram and experience to back your risk
handling technique. We are backed by a
100-year-old organization and have the
vitality to deliver innovative and timely
answers. A number of today’s leading
companies in the fields of chemicals,
machinery manufacturing, metals, con-
struction, textiles and even consumer
products have found CURM services the

right answer.

Consider the following, no matter

what your line may be:

Risk Control efforts assimilated into
your existing programs to conserve time

and expense.

A network of US and international
claims offices capable of responding
within predetermined standards.

Data Processing and other report-
ing systems providing timely outputin a
non-complex and concise format.

If you feel we have techniques that may meet your needs, we would like to
send you a customized proposal. To request further information about CURM
services, please fill out and return the attached coupon to: Jack Kennedy,
Commercial Union Risk Management, One Beacon Street, Boston, MA 02108.

R R e e e e e e e e e e

| Please send me more information about CURM.
Title
CU RISK
zip _ MANACE !

MENTI®] |
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Portland self-insures . . .

Continued from preceding page
hensive and fleet liability was in
operation.

“In that first fiscal year, the city
only paid out $96,000 in liability
claims. The payments were spread
out through the year,” says Mr.
Eckton. “If we had been able to ac-
quire liability insurance, we would
have had to pay out a $2 million
deposit for premiums on day one.
So the potential cash flow advan-
tage is terrific.” The city handles
claims up to $250,000.

The people in thecity’s risk man-
agement division are determined
to make the new program work.
They include not only Mr. Eckton
(who is also current president of
Oregon Risk & Insurance Manage-
ment Society) but also William G.
Todd, loss control officer, and Jan
DeWeese, workers compensation
officer. A risk manager’s position,

initially filled by Mike Lewis, is
now vacant.

Co-workers refer to Bill Todd,
who previously was the city’s
safety officer, as ““the mzn of the
hour” because loss control is a key
to the success of the new program.

Mr. Todd has put emphasis on
decentralizing loss control among
the city’s 90 departments. He has
also emphasized making each de-
partment responsible for a certain
portion of the insurance budget.
But this was also the area where
insurance administrators ran into
their biggest hurdles—making city
managers accountable for their de-
partments’ losses.

“The toughest thing has been to
get a total recognition by upper
management thatthis is areal need
and that to affect real savings we
need a continuing program to re-
duce losses,” says Mr. Todd. “But

we feel that the city is developing
the management techniques to
hold each unit accountable to re-
duce loss and exposure.”

To determine the rate at which
each department contributes to
the overall budget, the cizy has de-
veloped its own computerized loss
runs. These will depict on a
monthly basis each type ofloss and
break down losses for each report-
ing unit in the city.

“As time progresses, if a depart-
ment has reduced claims, then
their costs will go down,” says Mr.
Eckton. “If their claims increase,
their costs will go up on a pro rata
basis.

“So we have develcped a pro-
gram, set up loss experience for
each department and created a $1
million loss reserve fund, funded
annually. That figure can be in-
creased, depending on needs as
projected.” he says.

Some loss control measures in-
clude defensive driver training to

We can lick all your special risk problems.
AOA's Special Risk Department will tailor poli-
cles for your customers’ unique needs. That’s
the kind of service that has made AOA one of
the top aviation insurance
markets in the nation.

At Aviation Office of America

WE DON'T INSURE
EVERYTHING
THAT FLIES,

Home Office: Love Field Terminal Bidg., Dallas, (214) 350-8911
Regional Offices: Atlanta, (404) 455-3474 / Chicago, (312) 963-5500 / Los Angeles, (213) 380-7500 / San Francisco, (415) 391-9050

AOR

Aviation Office of America

Incorporated
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stem losses among fleet vehicles as
well as supervisory and employe
training and education seminars.

Mr. Eckton contends that his
risk management division can doa
more efficient job in projecting
losses than commercial insurers.
“Whenever we made changes in
carriers or in our program, we
found we had inaccuracies in our
loss runs,” he says.

The city's current loss runs were
created by Mr. Eckton, former risk
manager Mike Lewis and their
staff. “We also sought outside ex-
pertise and looked at the loss runs
from various sources. Now, we've
got our own experience torely on,”
says Mr. Eckton.

The city also has a commercial
policy which covers some 4,000
part time, federal government
program employes and summer
workers. “Our commercial policy
covers one-time activities like run-
ning four or five buses for human
resources programs, - especially
those for youth and the elderly,”
says Mr. Eckton. This is because
the program might just be opera-
ble for eight to 10 weeks but could
potentially hurt our self-insurance
program too bad—they’'re a higher
risk for a small time,” he says.

The self-administered and self-
insured workers compensation
program was added onJan. 1, 1978.
Oregon, through its State Action
Insurance Fund (SAIF), had pre-
viously had a monopoly on
workers compensation and ex-
cluded outside carriers. But the
law was changed on Jan. 1 to pro-
vide that cities with premiums
greater than $200,000 a year could
self-insure.

Only three cities qualify for self-
insurance—Portland, Salem and
Eugene. To develop the expertise
to carry out the program, Jan De-
Weese was hired as workers com-
pensation officer.

Malcom C. Nichols, director of
SAIF self-insurance services,
worked closely with the city risk
management team and with the
city council in setting up the self-
insured worker compensation pro-
gram. ’

“We all worked carefully to-
gether with the basic ingredients
to launch this program,” says Mr.
Nichols. “SAIF set up an agree-
ment with the city where SAIF
would set up services, draw upon
various members of our organiza-
tion and provide outside resource
people such as loss control ex-
perts, doctors, attorneys, ete. We
also made a lot of claims history
available,” says Mr. Nichols.

Mr. Eckton feels that their cur-
rent workers comp program is bet-
ter than what was available from
the state.

“Under the state coverage, we
were limited to coverage under the
tort claims act. This did not include
our people when they were under
different jurisdictions other than
the city of Portland. But, for in-
stance, we send people all over the
country for training. And the state
coverage wouldn’'t be applicable
while cur employes were in federal
court, There were also a whole lot
of other exclusions,” says Mr. Eck-
ton.

Jan DeWeese and others on the
city's risk management staff are
making a study to determine what
type of savings could be realized in
workers comp losses if the city ap-
proves a progressive, light-to-full-
duty, back-to-work policy.

“We pulled out 50 claims and
analyzed them,” says Mrs. De-
Weese. She discovered that 10to 12
months elapsed on the average
from the time a doctor said the
claimant was eligible to progress
from light-duty to full-duty jobs.

“The city paid $224 a week
average—or about $1,000 a
month—for a total of about $10,000
per claim during that time,” says
Mrs. DeWeese. “Multiply that by 50
persons and you have ahalf million

Jan
whether a progressive back-to-
work policy could reduce work
comp claims.

S0 our
costs are aigh. Our state isnotl: ke
many others waere there is & maxi-
murr. pay mentallowed per claim—
ours is open ended. You car. never
close z claim, yet labor is strcng
here and kenefits are scarirg.”

port"
says Mr. Ecktor. “We cooperate
with mutual expcsures and -we
have all kinds of those exposur=s.
For instanee, consider police cov-
erage. City policermen arrest aad
the courty incarcerates beczuse
we hzva farmac the eity’s jail fac li-
ties out t the courty.”

e

5 P
Photo: Terry King

D:zWeese is studying

dollars in premiums right taere.

“But Cregon has a complex law
workers comgersation

Notes Mr. Nickols: “Tae average

disahility claim is $148,000 and itis
getting clese: to $200,0C0 "

“We muststart w:th tharuesand

try to oe zs ereative as possiblse,”
says Mrs. DeWeese. “W2've tzken
this data sefore the city council.”

It is stiil too early to tell first-y=2ar

results, savs Mr. Nichols. “W= at
SAIF do, bowever, have an agree-
ment to eva uats the city’s oro-
gram frcm a commercial stand-
point in two yzars. So then we’ll
provide : management iniorma-
tionrepo:t to therisk management
division ard to the city council ”

The city has an “excellent rap-
with Multnomah County,

The citv has an advantag= w.th

its self-irsurance program that it
could nof find ifthe coverage were
placed elsawhere, contends IMrs.
DeWeese “It's nice to have all the
claims in ‘ust one office. For ‘n-
stance, I get the c.aim fromthe e m-
ploye invalved in a fleet vehicle
accident and Don Eckten has tae
vehicle caverage. So we have just
one office that hendles it all.” =

The people who can
always find a way in

BALTIMORE

are
RIGGS, COUNSELMAN,
MICHAELS & DOWNES
120 Light St-eet
539-£535
SEE OUR AD ON PAGE 2
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Excess brokers . . .

Continued. from page 1

and Alexander & Alexander each
ranked among the leaders in three
states. Stewart Smith ranked sec-
ond in Illinois, fourth in California
and seventh in New York with pre-
mium from those states totaling
$21.3 million.

Swett & Crawford ranked sec-
ond in California, fifth in Texas
and eighth in Louisiana with those
states producing $23.3 million in
premium forthe firm. A&A ranked

fifth in Illinois, seventh in Texas

and eighth in Florida with com-
bined premium from those states
being equal to $12.3 million.
Other firms ranking-among the
.op 10 in more than one state were:
Wohlreich & Anderson. New York
(1) and Illinois (4), $21.7 ‘million;
Cravens, Dargan & Co., Texas (1)
and California (7), $16.4 million;
National Brokerage Agency, Illi-
nois (1) and New York (6); $15 mil-
lion, and Marsh & McLennan, Cali-

fornia (9) and Texas (10), $9.6 mil- -

lion.
However, Marsh. & McLennan

combined with its subsidiary, Na-

tional Brokerage, would rank
among the leaders in four states.
Premiums produced in those
states totaled $24.6 million.

Several national brokerage firms
in addition to A&A and M&M
placed in the top 10 in one state.
They were: Fred S, James & Co.,
eighth in New York; Frank B. Hall,
sixth in Louisiana; R.B. Jones,
sixth in Illinois, and Rollins Bur-
dick Hunter, seventh in Illinois.

California, Texas and Illinois
each have five multi-state leaders
ranking among their top 10. Four
multi-state leaders rank in the top
10 in New York, two in Florida and
one in Louisiana:

State premium figures cannot
be used to accurately portray
which tirms are the largest pro-
jucers in the nation, however. The
figures reflect premium only on
risks located within the respective
states.

Thus, while Houston-based J.H.
Blades ranks third in Texas with
$7.4 million in premium, the firm’s
total placement exceeds $50 mil-
lion, according to chairman Jo-
seph Blades, who explained that
much of that business comes from
offshore or other states.

Similarly, a Stewart Smith exec-
utive said his firm’s premium vol-
ume ran about $60 million while
ousiness from the three states
where it ranks among the leaders
totaled just over $21  million.
Again, the difference is out-of-state
business not reported in insurance
department figures investigated
by Business Insurance.

In addition, many of those re-
porting figures as excess and sur-
plus brokers act as managing gen-
eral agents. Gray & Co. of Metarie,
which led Louisiana with $10.2
million premium volume, acts only
as a managing general agency writ-
ing excess lines over self-insured
retentions.

Here is a list of the leading bro-
kers in six states:

California
1. Walker, Sullivan
& Co. $21.3 million
2. Swett &
Crawford $14.0 million
3. H&W Insurance
Services $13.1 million
4. Stewart Smith  $10.0 million
5. George F..Brown
& Sons $10.0 million
6. Voit, Walker &
Co. $8.4 million
7. Cravens, Dargan
& Co. $8.0 million
8. Worldwide
Facilities $6.9 million
9. Marsh &
McLennan $6.5 million

10. L. W. Biegler Inc. $86.1 million
*Figures supplied by California Surplus
Lines Association

& Co. $8.4 million & Aviation $5.4 million Hunter
2. Myron F. Steves 5. Southern States 8. Bowes & Co.
& Co. $7.8 million General Agency $4.8 million 9. George F. Brown
3. J.H. Blades & . 6. Frank B. Hall $4.5 million . & Sornis
New York* Co. $7.4 million 7. Agency 10. R.E. Potter
1. Wohlreich & 4, George F. Brown - Management.
Anderson $15.6 million & Sons $6.0 million Corp. $4.5 million  Florida*
2. George F. Brown 5. Swett & 8. Swett & 1. The London .
& Sons $6.7 million Crawford $5.1 million Crawford $4.1 million Agency
3. Feit & Drexler  $5.4 million 6. Dub Martin & 9, Interstate 2, Dana Roehrig &
4. Sixty-Seven Co. $4.9 million Surplus Associates
Brokerage Corp. $5.0 million .7. Alexander & Underwriters $3.4 million 3. Hull & Co. -
5. Lumley Dennant Alexander $4.7 million  10. Tri-State 4. George F. Brown
& Co. $4.4 million 8. Sayre & Toso $4.5 million General Agency $3.4 million & Sons
6. National Broker-- 9. Courtesy . 5. I. Arthur Yanoff
age Agency $4.3 million Insurance Illinois 6. Risk
7. Stewart Smith - $4.2 million Agency $3.6 million 1. National Management
8. Fred S. James & 10. Marsh & Brokerage Service
Co. $3.6 million. McLennan $3.1 million Agency $10.7 million Inc.
9. Osborne, Post & 2. Stewart Smith~ $7.1 million 7. Empex Agency
Kurtz $2.9 million Louisiana 3. Shand Morahan $6.3 million 8. Alexander &
10. Brokerage 1. Gray & Co. $10.2 million 4. Wohlreich & Alexander
Surplus Corp. $2.9 million 2. Mid-Continent Anderson $6.1 million 9. Gordon B.
* 1976 figures Underwriters $9.3 million 5. Alexander & Phillips
3. Mid-South Alexander $5.7 million . Cover-All
Texas Underwriters $8.9 million. 6. R.B. Jones $4.3 million Underwriters
1. Cravens, Dargan 4, Southern Marine 7. Rollins Burdick *1976 figures

$4.1 million
$2.3 million

$2.1 millien .
$1.7 million

$5.6 million

$4.7 million
$4.3 million

$3.6 million
$2.6 million

$2.3. million-
$1.8 million

$1.8 million
$1.7 million

$1.7 million
||

iSa
street.

companies. By combining the

tinuing market.

O-wWay

Service to you... service to our

ability

to perceive and fulfill your needs

with the ability to underwrite at a profit
for our companies, we can truly per-
form a two-way service. This enables
us to provide you with a steady con-

Baccala & Shoop

Underwriting Managers-

Specialists — Property: Primary, Quota Share and/or Excess oﬁ All Risks, D.1.C. and Builders Risk.
Casualty: Commercial Umbrella, Excess Liability, Gap Layer, Excess Workers' Compensation.

Home Office: 2 Century Plaza Towers, 2049 Century Park East, Los Angeles, CA 90067 (213)
Southern California: 3345 Wilshire Blvd., Los Angeles, CA 90010 (213) 385-6266
San Francisco: | Market Plaza, San Francisco, CA 94105 (415) 777-4300
Houston: 9100 Southwest Freeway, Houston, TX 77074 (713) 777-4530
-New York: 88 Pine Street, New York, NY 10005 (212) 943-2070
Seattle: Bank of California Center, Seattle, WA 98164 (206) 624-8711
Dallas: Park Central ll, 7540 L.B.J. Freeway, Dallas, TX 75251 (214) 233-0201

553-1333
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Seattle policy . . .

- Continued from page 1
clients who it appears had been un-
insured. :

Associated turned the evidence
over to Commissioner Buxton.

At one time, Mr. Kubovchik was
manager of the agency's excess
and surplus lines and was consid-
ered an expert in placing difficult-
to-market risks.

Many of the details surrounding

the matter are still unclear as Mis-
souri officials try to determine how
much premium money may have
been diverted. Commissioner
Buxton and Nevada officials said
they irtentionally delayed turning
over evidence to state and federal
prosecutors until all clients alleg-
edly duped in the scheme were
properly insured.

Asscciated apparently is secur-

The time to “smell smoke™ is
when you're reviewing your
property insurance
coverage—not later. With
building and equipment costs
soaring, and no end in sight,
many companies are
dangerously underinsured.

For nearly fifty years,
Marshall and Stevens' clients
have realized the security of
“insuring their insurance"—by
keeping values and property
records up to date.

The smaller insureds need
detailed inventories and values
while the major companies
(even those with “captives”)
require periodic independent
study of procedures and
resulting values. Either |
service, detailed appraisal or
valuation consultation,
assures that the property
investment entrusted to
management by the

‘Are youinsuring
your insurance?”

stockholders is well protected.
If there's any doubt about
your insurance “being
insured,” Marshall and
Stevens would be pleased to
review your specific situation.
Want to learn more? Any of
our 17 local offices have
detailed free information. For
the one nearest you, call any
Area Office—collect:
Los Angeles—(213) 624-3661
St. Louis—(314) 621-7025
Philadelphia—(215) 299-5700

Appraisals by
MARSHALL

AND STEVENS
INCORPORATED

The Asset Management Professiorals

ing a $1 million policy to cover any
claims stemming from any inci-
dents that might have occurred
while the allegedly bogus policies
were in effect.

An Associated officer met with
Nevada insurance commissioner
James Wadhams in early Septem-
ber, but the outcome of that meet-
ing has not been revealed.

Many of the policyholders in

guestion are municipalities, which ~

have recently experienced diffi-
culty placing liability insurance
because of the number and size of
lawsuits brought in recent years
against cities nationwide.

King County’s quandary is typi-
cal of those in question. And al-
though Frank Baxendale, execu-
tive vp of Associated, declined to
comment on the matter, he did
note that “the King County policy
was among those that Mr. Kubov-
chik issued through his own ‘pri-
vate company.' "’

King County

King County risk maragement
officer Joseph M. Gaidys still

hopes that the coverage is valid in -

the event that liability claims
should arise from the 15 months in
doubt.

King County, the most populous
county in the state with sizeable
risks such as the Kingdome sta-
dium, is self-insured for claims up
to $300,000. It buys $700,000 addi-
tional liability coverage from pri-
vate carriers plus a third, $4 million
catastrophe layer of coverage—the
one that is in doubt. The county's
broker is Fred S. James & Co.

In 1977, the county authorized
James to pay $143,000in premiums
for its catastrophe coverage from
April 1997 to April 1978. The policy
later was renewed for three
months for $36,000. James had
placed the policy with Public En-
tity Underwriters Ltd. of Denver,
which in turn placed it with Asso-
ciated Underwriters. Associated
then acted as primary carrier.

| _Ifyouneed = -
Railroad Protective

— g

Call Richard Seimonsky
(516)482-6215 (212)895-7240
Out of town Call (800)645-6286

Quotes Within 24 Hours

ef rom

INTERNATIONAL RISK MANAGERS,LTD.

Over 30 years of service to contractors, business and industry.

INTERNATIONAL
HEADQUARTERS

45 Morth Station Plaza

P.O. Box 689 '

Great Neck, New York 11022
Telex: #960273

Cable: NAPRE, GREATNECKNY

BRANCH OFFICES:
MNew York City

Lincoln Park, MNJ

New Rochelle, NY

Ft. Lauderdale, FL

“There is a limited insurance
market for public bodies. Their
premium quote was the best offer
we received and it was a competi-
tive price,” said Mr. Gaidys. “It was
an open and above-board opera-
tion all the way around.”

Policy cancelled .-

T

Donald Frederickson, vp of Fred
S. James & Co. in Seattle, said the
next best quote was $200,000 and

he adds that the carrier involved— .

]

Public Entity—had been used be-

fore by surplus line brokers. At As-
sociated Underwriters, Mr. Kubov-
chik handled the account. Suppos-
edly Lexington Insurance Co. took
$1 million of the risk from Asso-
ciated and the remaining $3 mil-
lion of the coverage was split
among eight different. insurance
companies.

Lloyd's of London supposedly
took 20% of that latter figure and
the rest was divided among com-
panies in Canada, London and Ja-
pan.

Subsequently, Mr. Gaidys re-
ceived notice that Associated
wanted to cancel the policy effec-
tive July 21, 1978. Mr. Frederick-
son of James recalled, “They
wanted to cancel in 30 days. In a
letter, we pointed out that their
contract had a 60-day cancellation
clause, so they rescinded the
30-day notice and gave us 60 days.”

The letter was signed by Donald
Fanetti Sr., Associated’s market-
ing manager. “When I asked why
“we were being cancelled, the ques-
tion was ignored,” says Mr.
Frederickson. By Aug. 1, 1978, the
county had placed the coverage
with another firm. The county had
filed no claims since April 1977,

Because of such correspon-
dence, King County officials con-
tend that the county did indeed
have a valid policy. “Our Denver
people say it is legitimate,” con-
tends Mr. Frederickson. “Without
question, we want the coverage,
You never know when in the fu-
ture a claim might be submitted.”

Mr. Gaidys cited several other
examples as proof of the policy.
“When we received our policy,
even the changes we had re-
quested were underlined,” hesaid.
“We had no reason to believe it was
not legitimate. If it wasn't legiti-
mate, why would Associated have
tried to cancel it? In July of 1977,
too, just three months after that
policy was in operation, we were
notified that one underwriter had
withdrawn and had been replaced
with another.

County’s position

“We are also on a payment plan
and made a total of five payments
over the year and a quarter,” said
Mr. Gaidys.

“Mr. Kubovchik is one of the
company officers, not a secretary
opening the mail. Payments are
normally handled internally and
go through trust accounts,” he ob-
served. He contends that he paid
Associated rather than the alleg-
edly fictitious E&S Insurance
Agency.

“I still feel that we have the cov-
erage, whether Associated is
guaranteeing it or whether the car-
riers involved are ‘bound,’ regard-
less of whether they got the money

U.S. judge okays
pregnant flying

RICHMOND—A U.S. district
court here ruled that Eastern Air-
lines is guilty of “invidious sex dis-
crimination” by requiring its stew-
ardesses to take unpaid leaves when
they know they are pregnant.

Judge Robert R, Merhige Jr.im-
posed temporary maternity leave
rules on Eastern that will require
the airline to permit flight atten-
dants to continue flying in some
instances through the first 28
weeks of pregnancy. n

Photo: Terry King
“We had a0 reasor to believe
(*he policy) was not legitimate. If
it wasn't legitimate, why would
Associated have tried to canczl
it?” asks loseph Gaidys.

or not. We 2specially _ook to Asso-
ciated, sinze Mr. Kubovchik was
board member and that company
was respcnsible for his actions,’
Mr. Gaidys added.

He :s now waiting for an investi-
gation cor.ducted by the office of
Washingtcn state insurance com-
missioner Dick Marquardt. In that
offic2, spokesman Whittier John-
son cormments: “We are chipping
zway at it and have three staff peo-
ple worxzinz on the case. We gener-
zlly have zood rapport with cther
state insurance comrmission=rs, al-
though Missouri is pretty faraway

“l am nzt sure this matter is &
‘scancal,’ bat it is asituation where
we pcssib 7 have criminal behav-
ior ¢n the part of one individual,”
said Mr Johnson. a

Blue Cross offers
maternity cover

PHILADELPHIA—The Blue
Cross Plan of Greater 2hiladelohia
kas approved maternity coverage
for indivic aal female subscribers
at an adc:tional cost of §.50 a
month per contract,

“For mary years Blue Cross.
Blue Shield and the commercia
insurance carriers have been pay-
ing for abortion for single sub-
seribers. I zould never accept the
fact that they would turn arcund
znd dzny coverage for live births,’
said insurance commissioner Wil-
liam J. Sheppard.

Commissioner Shepard said as
is celling upon all insurance com-
panies, Blue Cross plans in other
state areas and Pennsylvania Blue
Shield to follow suit. He added tha:
he has indizations thzt Blue Cross
cof Northeastern Pennsylvania ard
Pennsylvania Blue Sktield will pro-
vide similar coverage shortly. ~ =

The people wno can
alwzys find a way in

NEW ORLEANS

GILLIS, HULSE & COLCOCK
135 S:. Charles Avenue
581-3334
SEE CUR AD ON PAGE 3
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A&A merger . . .

Continued from page I

filed with the FTC and the Justice
Department to assure there are no
objections under federal antitrust
laws.

An FTC spokesman said the
agency will review the filing under
its new pre-merger notification
rules, which require more detailed
reporting. Although the spokes-
man said there is “always a possi-
bility there will be problems,” he
noted that the check is routine.

Not only did thesize of the acqui-
sition surprise insurance brokers
and industry observers, but the
purchase price also raised eye-
brows.

Leonard M. Wilson, a vp and
stock analyst with Drexel
Burnham & Co. in New York, said,
“It's a very handsome price, 17 to
18 times current fiscal earnings for
the end of Oct. 31, 1978.” Although
Jones’ performance has been
lower than other brokers, Mr.
Wilson noted that Jones’ profit-
ability during the last nine months
has been “very strong.”

Move expected

A&A’s move was expected by
Russell R. Miller, president of a
consulting firm in San Francisco
specializing in insurance broker
mergers. “As an outside observer,
I’ve been expecting this and some
others,” Mr. Miller said, adding
that future mergers in the industry
will probably reduce the threetiers
among the larger brokers to two
tiers.

Mr. Miller also predicted that if
A&A continues its tremendous in-
ternal growth and acquisitions, the
firm will surpass first-ranked
Marsh & McLennan, at least in
terms of property and casualty rev-
enues. Marsh & McLennan derives
approximately 45% of its revenues
from brokerage operations while
the remaining business is com-
prised of reinsurance, employe
benefits and international opera-
tions.

Marsh & McLennan reported to-
tal gross revenues of $415 million
for all subsidiaries in 1977 while
A& A reported approximately $219
million for 1977 gross revenues.
A&A and Jones combined would
have generated $245 million inrev-
enues.

A& A’s Mr. Bogardus maintained
that surpassing M&M in property
and casualty business is not a goal.
“We're not trying to be the largest,
just the best,” he said. “Because of
the increased sophistication in the
brokerage field, large firms can af-
ford the higher specialties that a
small firm would be hard-pressed
to obtain.”

Mr. Bogardus noted that A&A
will eontinue seeking to acquire
smaller firms that complement its
operations but won't seek “many
the size of Jones.”

A&A will gain four new offices
from the merger: Kansas City,
Wichita, Chattanooga, Tenn., and
Waterloo, Iowa.

New arrangements

In cities where both brokers
have operations—such as St.
Louis, Tulsa, New York and
Chicago—the office managers of
both firms will jointly reorganize
the office. Reorganization plans
will be submitted to both Mr.
Tucker and Mr. Bogardus for ap-
proval.

In St. Louis, it is expected that
Jones office manager rather than
A& A’s will become the manager of
the joint office since the Jones op-
eration is the larger operation of
the two.

The St. Louis office will become
one of A&A’s largest offices, Mr.
Bogardus said. Tulsa will also be a
strong office.

Illinois R.B. Jones, the large ex- *
cess and surplus operation inChi- .
cago, will remain a separateentity:.

Noting that thevproposed merger

was “met with great enthusiasm” .

at Jones, Mr. Tuckersaidits associ-
ation with' A&Awill bring Jones

‘clients enhanced services in engi-

neering, reinsurarnce and employe.
benefits. Geographically, Jones
will become-international and will
broaden its offices to cities where
some of its clients are located.

In lines of insurance, Jones will
gain strength in airline underwrit-
ing. In exchange, A&A will gain
Jones expertise in writing harbor
and river marine, construction,
mining and agriculture, Mr.
Tucker noted.

But perhaps more important to
Jones is that its stock, most of
which is closely held in an employe
stock ownership trust, will become

more marketable: Jones stock-
holders were anxious for that de-

velopment since. they want to-sell -

the stock as they retire, Mr. Tucker
said.

To make its stock more market-
ahle, Jones could have c€hosen to

- merge or make another public is-

sueofstock, said H.B.Ingebretsen,
former general counsel at Jones
and a practicing attorney at H.B.
Ingebretsen & Associates Inc., a

merger consulting firm in Denver..

A&A the best

Mr. Tucker said Jones has talked
casually with several brokerage
firms about merging, but said the
talks never reached a formal stage.

“Not to belittle our competitors,

but A& A has led the parade in the
last 10 years in acquisitions, earn-
ings per share and growth rate. It's
just a premiere broker,”” Mr.
Tucker said.

Midwestern brokers greeted the
announcement with surprise but

‘It's a very handsome price, 17 to 18times-.
current.fiscal-earnings forthe end.ofOct.

31,1978

—LeonardWilson,
stock analyst .

in predicting
the

were cautious
whether competition in
Midwest will deepen.

“The competition may increase
but Jones was always a strong
competitor. We will view them as a
friendly competitor,” said John D.
Nordstrom, president of Nord-
strom Agency Inc. in Minneapolis.

“Tt was a little bit of a surprise.
They kept it under cover so well,”
Mr. Nordstrom added. -

Robert E. Gallagher, president of
Arthur J. Gallagher & Co., said it
was a surprise “because we

planned on overtaking Jones in
revenues next year.”

“Jones is gaining many
strengths. A&A is one of the most
prestigious, well-managed, inter-
national brokers,” Mr. Gallagher
remarked.

“It’s a very fine deal for Jones,"”
agreed Lee Beets, chairman of the
board and chief executive officer
for Financial Guardian Insurance
Group»Discounting the possibility
of increased Midwest competition,
Mr. Beets said, “Jones is already

Continved on following page
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Managing General Agents
Excess and Surplus Lines Brokers
Dealing Exclusively with Agents and Brokers

Today, more than ever, your specialty cover
requirements demand professional underwriting analysis
at all levels. Isn't it logical—and profitable, too—that you
talk with a “complete underwriter?”

When you're building a total program for your client,
CMI is with you every step of the way as your complete
property and casualty intermediary.

CMI combines substantial capacity and a team of
experienced underwriters with the know-how, the
markets and the special approaches you always need in
today's market place.

That's effective. It's different—and so are the solutions
we'll put together for you.

Capacity Managers International, Inc. -
160 Water Streel, New York, New York 10038
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A&A merger . . .

Continued from preceding page
large and whether we're compet-
ing against A&A or Jones doesn't
make a difference.”

A sore point for both brokers,
however, is that Jones faces a class
action lawsuit brought in 1974 by
stockholders claiming they were
wrongly forced to sell their stock
when Jones attempted to go pri-
vate.

Thelawsuit claims that Jones de-
frauded the public by offering
stockholders the choice of selling
their stock at $6 a share or facing
reduced earnings.

According to plaintiff lawyer

Kent E. Whittaker, stockholders.

were told that their earnings would
‘be reduced because the company
had to borrow large sums of money
in an attempt to buy enough Jones

public stock to become a private
firm.

Mr. Whittaker said Jones used
scare tactics to begin forcing stock-
holders to sell in the hopes thatthe
remaining stockholders would fol-
low. Jones, however, was unable to
reduce the number of holders be-
low 300, necessary for becoming a
private firm.

The lawsuit asks for damages
equal to the current market value
of the stock. If the former stock-
holders win the suit, which is cur-
rently in discovery stages, they
would be awarded $15 million orin
other words $42 a share, based on
the amount that A&A is offering
for Jones stock.

Mr. Tucker declined to discuss
the class action lawsuit, saying it
does not relate to the proposed
A&A merger. .

Photo: Kathryn J. Mcintyre

Robert Gallagher, president of
Arthur Gallagher, says, “We
planned on overtaking Jones in
revenues next year.”

INSURANCE

TMPROVED RISK MUTUALS

Commercial
Inland Marine

We offer excellent underwriting
facilities on big inland marine lines
— from $50,000 to several millions.
This rapidly expanding market offers
the alert producer an opportunity to
cash in on extra premiums, while
providing additional protection and
service. You don't have to be an
expert on commercial inland marine.
Contact one of our 16 member
companies for information on the
types of coverage available.

IMPROVED RISK MUTUALS

15 North Broadway. White Plains, NY 10801
Atlanta ® Chicago ¢ Dallas » Detroit
Greensboro » Los Angeles « New England
San Francisco

CONTACT A MEMBER COMPANY: American Manufacturers « Central Mutual + Employers Mutual Casualty + Grain Dealers « Indiana

Lumbermens + lowa National « Lumbermens Mutual Casualty « The Lumbermens Mutual « Merchants

utual « Michigan Millers

Michigan Mutual Insurance « Millers Mutual « Pennsyivania Lumbermens + Pennsylvania Millers « Unigard Mutual « Utica Mutual
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TAILORED

WORKERS' COMPENSATION SELF-INSURED PLANS BY
GATES, McDONALD

Businesses, like yours, need

services tailored fo their
wants and needs. Gates,
McDonald has been

tailoring workers'

compensation
administration
plans for busi-
nesses since
1929. Our tai-
lored services

include: customized
systems to administer your

workers' compensation plan
efficiently, review and pro-

. cessing of all claims, a high
quality of medical care for
employees, and assistance in

the development of employee Vi
information and rehabilitation

services. Add loss control
services, safety pro-

grams, and
tailored
management
reports and
you have
administrative
services fai-
lored to your

\-. business. Go ahead —

be particular — contact
Gates, McDonald, or your
insurance broker.

GATES, MADONALD

CORPORATE ONE NATIONWIDE PLAZA

OFFICE P O. BOX 1944
COLUMBUS, OHIO 43216
814/227.7211

Lloyd's results . . .

Continued from page 1
good and the overall picture is
healthy for us,” he added, “But we
are moving rapidly towards next
year's account and I'm feeling very
cautious. World capacity in non-
marine has shot up after dramatic
improvements in other markets
such as the U.S. Capacity is now
outstripping demand so here at
Lloyd’'s we will all have to work
skillfully to avoid any pitfalls.”
Lloyds chairman Ian Findlay
said, “I've always felt confidence in
the amount of experienced people
at Lloyd’s and that they will see us
through any difficult times ahead
for there’s no feeling of compla-
cency in London these days.”
Aviation chairman Neil Hill said
airline losses this year might ex-
ceed last year’s. Marine chairman
Mike OQliver believes trading re-
sults were better than expected
considering the worldwide depres-
sion in oil tankers.

Chairman Findlay emphasized
that.although the profits were a
volume record, the percentage
against premium trailed success-
ful years like 1972 and 1973 when
margins topped 9%.

Mr. Findlay also said Lloyd'’s is
watching the development of the
new New York markets, but that
“it is too early to say how it will
affect insurance.

“Lloyd’s is different than any
other insurance institution be-
cause it deals in large risks which
other markets do not always ac-
cept,” he added.

“Lloyd’'s is different than any
other insurance institution be-
cause it deals in large ris<s,”
says Chairman lan Findlay.

Mr. Findlay took note of the large
increase in members at Llcyd's
and the increased capacity. “We
will be watching the future situa-
tion very carefully so that w= do
not overstretch capacity, but at the
samza time are prepared for the
needs that might arise,” he szid.

The chairman said again that
Lloyd’s officials feel the need to
preserve its basic principles and
are stucying ways to accommc-
date increased interest by U.S.
concerns in becoming brokers. =

New surplus lines firms
boast of steady growth

CINCINNATI—Great American
Insurance Co. is the latest insur-
ance company to move into the
excess/surplus area by forming a
non-admitted excess lines subsidi-
ary.

The wholly-owned subsidiary,
Great American Surplus Lines In-
surance Co., began operations last
December with capital and paid-in
surplus of $8 million. Since then,
the firm has been approved to do
business in 47 states.

Great American Surplus Lines
president Ray Johnson said the
firm was started because the ad-
mitted market was not providing
the capacity consumers needed.

Mr. Johnson described Great
American Surplus as your “classic
excess and surplus lines” firm
since it doesn’t specialize in cover-
ages for any particular risk, but
provides a broad range of cover-
ages in the commercial property
and casualty business.

Although Mr. Johnson declined
to reveal the premiums the com-
pany has written until its first full
year has ended, he said the volume
of the business ‘‘is right on target”
with original projections.

With the improvement in the pri-
mary market, Mr. Johnson said he
doesn’t expect the rate of increase
of business for non-admitted com-
panies to match the increases of
the last three years due to the will-
ingness of the admitted carriers to
underwrite many risks.

“But there alwaysis going tobe a
need for surplus lines writing to
tackle problems that can't be
solved in the admitted market,” he
said.

Great American Surplus Lines
expects to have 17 employes by the
end of the year, one-third of whom
will be underwriters, Mr. Johnson
said.

Elsewhere, St. Paul Surplus
Lines Insurance Co., a wholly-
owned subsidiary of the St. Paul

Cos. of St. Paul, is another example
of a large primary company form-
ing an excess unit.

“The company (St. Paul) felt that
in order to move into the growing
surglus market the only way to do
it was tc form a non-admitted sub-
sidiacy to deal with production
sources that had market contact,”
said Richard L. Smith, underwri:-
ing officer.

St. Paul Surplus Lines repor:s
that premium volume has jumped
from $350,000 in 1975, the firs: full
year of business, to $2.7 millien in
1977.

Premiums written this year may
reack 84 million, Mr. Smith
said. »

The people who can
always find a way in

MINNEAPOLIS

BEANDOW HOWARD KOHLER
& ROSENBLOOM

3€01 Park Center Boulevard
929-5551
SEE OUR AD ON PAGE 3



business insurance, September 18, 1978/ 111

Trade zone rules . . .

Continued from page 1

cal of requirements that only rein-
surance ceded to companies li-
censed In the free zone could be
credited in determining the
amount of free zone business an
insurer could write and of the limi-
tation on free zone business itself,

The minimum policy and rate
standard provisions were left in-
tact. However, ‘‘claims made”
medical malpractice coverage,
which was outlawed by other regu-
lations, became expressly prohibi-
ted in the free trade zone. The rein-
surance and limitation on transac-
tions provisions were reworded for
clarification purposes.

A controversial $250,000 thresh-
old on free zone policies involving
two or more kinds of insurance
where no single premium ex-
ceeded $100,000 was lowered to
$200,000.

Insurance superintendent Al-

bert B. Lewis responded to criti-
cisms raised at the hearing by say-
ing, “Thestatute only exempts free
zone transactions from filing re-
quirements with respect to rates
and policy forms. Operating in the
free zone does not release insurers
from their responsibility to the
public by removing those sections
of the insurance law enacted to
protect the public, the insured and
the claimant.”
- He explained that limitations on
free zone transactions were needed
to prevent insurers from building
free zone capacity atthe ex penseof
personal lines and that the mini-
mum policy standards clause pre-
vented insurers from writing poli-
cies containing “onerous” and “ab-
horrent” provisions that would ex-
clude insurance protection.

No negative impact

Deputy superintendent Michael
Curan told Business Insurance that
insurers could not identify any

ofthem were added to the final list.

Six ofthe AIG companies, Amer-
ican Home Assurance, Commerce
& Industry, American Interna-
tional Underwriters, Insurance Co.
of the State of Pennsylvania, Bir-
mingham Fire and National Union
Fire, have had their free zone appli-
cations approved. Other approved
free zone insurers are Commercial
Union and Employers’ Fire of the
Commercial Union Group and the
United States branch of Tokyo
Fire & Marine.

Unregulated market?

Not everyone was pleased with
the final regulation, however.
Edith Lichota, RIMS legislative
representative, said the regulation
was so extensive as to make the
free zone “one of the more regula-
ted non-regulated markets in the

world.” :
If the free zone fails to become a

successful market, insurers are
likely to cite Regulation 86 as an-
other example ‘of why it is hard to
do business in New York, she said.
Ms. Lichota said she would have
preferred a broad definition of un-
usual and hard-to-place risks eligi-
ble for the free zone, rather than
the list of specific risk classes.
_As to whether the free zone
would be effegtive in preventing
business from moving to the Lon-
don market, she said the free zone
could be an attractive market for
risks on the list, but the competi-
tiveness of free zone insurers will
determine in the long run whether
buyers will prefer it over London.
Meanwhile, the committee of 13
that is drafting a constitution and
by-laws for the New York Insur-
ance Exchange has reportedly
made progress toward preparing a
rough draft for the document. Sub-
committees on membership, a
guaranty fund and operations are

expected to make reports to the
committee-at-large at the next
meeting in mid-September.

The insurance exchange, which
would be comprised of underwrit-

ing syndicates writing reinsur-
ance, foreign risks and lines sur-
plus to the free zone, was approved
in the same piece of legislation that
created the free trade zone. a

AIG has been running this adver-
tisement in newspapers and
magazines to promote its access
to the N.Y. free trade zone.

The most up-to-date “how to do it” working tool Tor financial officers,
risk and insurance managers of corporations and others involved in
the field of risk and insurance management.

risk

mana

gement

: r ep or published by BUSINESS INSURANCE

Here is the information service that answers the reference
needs of everyone in the risk management field.

Risk Management Reports—six times a year—hones in on
topics of current, critical concern in four major risk manage-
ment categories:

e Risk Control

minimum policy standards that
would have a negative impact
upon their ability to do free zone
business when the regulation was
explained.

Much of the explanation was
done at meetings between insurers
and department personnel that
took place following the hearing.
Apparently what went on at those
meetings muted the insurers’ ob-
jections.

After the final regulation was is-
.sued, AIG’s Mr. Foley said the lim-
ited list of unusual and hard-to-
place risks that could be written in
the free zone was his only problem
with the final regulation.

Atthe hearing, Mr. Foley submit-
ted a list of over 100 classes for
which rates had been filed with the
department but no New York com-
panies were writing business, Few

It's A Big
Bargain.
26 Issues’
Full Of
Vital News
About Your
Business.

BUSINESS
INSURANCE
JUST $15
A YEAR.

business insurance

740 N. Rush St.
Chicago, lll. 60611
312-649-5221

board

Risk Management Reports are
brought to you by experts in the field.

The editor of Risk Management Reports
is H. Felix Kloman, president of his own
consulting firm, Risk Planning Group. He
is assisted by Myrna S. Briskin, assist-
ant editor and an editorial advisory
including Jean-Paul Decottig-
nies, Risk Factoring, S.a.r.L.; Peter -
Downes, American Trading & Produc-
tion Corporation; Paul B. Ingrey, Pru-
dential Reinsurance Company; Peter
Law, U.S. Industries; Stanley R. Tarr,
Rutgers University; Stefan J. Valovic,
Stone & Webster Engineering Corpora-
tion. Other experts from insurance com-
panies, brokers and safety consultants
will, from time to time, participate in the
preparation of specific reports.

|
|
|
I
I
I
I
I
|
|
|
I
I
|
|
I
I
I
|
|
I

i o
i

Mail to: Risk Management Reports
¢/o Business Insurance 740 Rush Street, Chicago, lliinois 60611

* Exposure Identification/Risk Analysis

¢ Risk Management Administration ® Risk Finance

Each topical issue is thoroughly researched with information
drawn from the writers and their staff's close contact with a
broad spectrum of companies and institutions in the U.S. and
abroad.

Within these comprehensive one-subject reviews, sractical
suggestions and techniques put solid theory into workable
practice.

You'll find this practicality evident in new subjects and in up-
dates on tdpics of long term interest wrich require reapprais-
als, rethinking. You'll find it, too, in the Current Comment sec-
tion: with its.wide-ranging reports on all facets of risk man-
agement. Here in many cases, you'll be alerted to developing
exposures . .. before financial loss.

Risk Management Reports comprise an invaluable library of in-
formation you need and you'll use. For this reason, a sturdy
vinyl binder accompanies your first repcrt and a cumulative in-
dex is part of the service.

0 YES, enroll me as a satistaction guaranteed subscriber to Risk

Management Reports for $75—6 bimonthly issues.

0 Payment enclosed (Make check payable to Risk Management Reports)

O Bill me O Bill company
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Most property loss payments
acceptable, insurer study says

NEW YORK—Slightly over half
the companies in a survey of prop-
erty loss claims conducted for
Zurich-American Insurance Cos.
received 100% recovery on losses
from their insurers. Few compa-
nies reported that they perceived
gaps in their coverage.

The study, conducted by Kapu-
ler & Associates Inc., a Chicago

marketing research firm, was
based on telephone interviews
with 213 businesses that suffered
property losses in excess of $5,000
within the past two years. The re-
spondents included firms insured
by Zurich-American as well as
other firms.

While 47% of those interviewed
recovered less than 100% of their

concept,
association

premiums.

ARE CAPTIVES STILL FEASIBLE?

Although recent I.R.S. rulings may hinder the
development of many captives, limitless
opportunities still abound for the captive
including those corporate or
clients
workmen’s compensation or group life/health

\

with substantial

Let Landmark help you or your client (agents
or brokers are fully protected) by giving you
full information, performing a feasibility

perform all

.
INSURANCE SERVICES OF THE

study if necessary, and generally advising
whether a captive is a possibility.

With our new Bermuda office Landmark can
startup and management
functions for its captive insuror clients.

FOR AN INFORMATIVE BROCHURE, CONTACT

Mr. William E. Thompson, President
LANDMARK MANAGEMENT CORPORATION
1515 Classen Boulevard - Oklahoma City, 0K 73106

) UNDMARK o

For more facts circle 42 on reply card

losses, 85% of the respondents per-
ceived no gaps in their levels of
coverage. “This indicates that
many businesses must expect that
their coverage will not be com-
plete,” according to the study.

A deductible accounted for 24%
of the instances in which insured
did not have full coverage, the
study found. Underinsurance ac-
counted for 23% of the instances,
depreciazion for 13% and lack of
business interruption coverage for
4%.

Herbert Young, Zurich-Ameri-
can senicr vp-claims, noted the use
of deductibles and perception that
loss coverage will be for less than
100% indicates some degree of so-
phistication on the part of the
buyer. Most of the firms inter-
viewed had sales volume ranging
between $1 million and $100 mil-
lion.

As a result of property losses,
47% of the respondents said they
had alrezdy made a change or plan
to make Zuture changes in their in-
surance coverage. Increased and
updated coverage and selection of
a new insurer were the most fre-
quently mentioned changes. How-
ever, 90% of those polled said they
intended to stay with their insurer.

Zurich-American’s Robert
Coyne noted that business inter-
ruption coverage has been a “very
undersold line"” and one that
agents should stress the need for
their clients to buy. Of those re-
sponding to the study, 46% suf-
fered partial or total closing of be-
tween ore week and six months,
while 11% of the respondents were
affected tor longer periods.

The survey also found that 68%
of the respondents were very satis-
fied with the claims handling pro-
cess, although 54% said settlement
took too long. Agents received
high marks for their service with
74% of the respondents rating
agents’ service as very satisfactory.

Speed of processing claims, as-
sistanice from the insurer’s repre-
sentative and promptness in set-
tling claims were “areas of con-
cern. =

Auto Insurance Rates Have Moved in Tandem
With Wages, Medical And Auto Repair Costs

Since [1972.
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Property Insurance Premiums Have Ircreased Less
Than Half As Much As Construction Costs Since 1967
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100 |
s0 |
80

0 e il

Property
Insurance
60 Rates

54 9%
4w

30

20

g i
All figures are for the peried 1967-1977.

Sources: Boeckh Index (Residences), American Appraisal Cormpany
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How today’s inflation
affects insurance costs

Just how much does inflation affect insurance costs?

The Alliance of American Insurers developed the two
charts above to illustrate the relationship between inflation
and the cost of insurance. The top chart shows that auto
insurance prices have increased in tandem with the up-
ward movement in wages, medical expenses and auto re-
pair costs for the five-year period beginning in 1972. The
second chart shows that property insurance costs have
moved up less than half the rise in construction costs over
the last 10 years.

The Alliance says that not all the upward pressure on
auto insurance comes from inflation. “Violations of the
95-mph speed limit cannot help but lead to more serious
accidents which mean greater expense to repair the dam-
age of people and vehicles,” the Alliance noted. m
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Benefits not ERISA-induced

Chicago’s biggest and brightest profit sharers

Crain News Service

CHICAGO—Eight Chicago com-
panies with exemplary profit
sharing programs have improved
their pension and profit sharing
plans since the Employe Retire-
ment Income Security Act
(ERISA) was enacted four years
ago, but their spokesmen say the
new law did not prompt the
~hanges.

“It's meant nothing but boiler-
plate changes for us,” said Robert
Zimmerman, manager of profit
sharing and benefits planning for
Zenith Radio Corp. Zenith was
‘for the most part (already) beyond
ERISA minimums, even in its pro-
visions for joint and survivor an-
nuities,” Mr. Zimmerman said.

“Our implementation of ERISA
has increased the cost for us of re-
porting to the government, but
hasn't changed our reporting to
employes or our benefits oneiota,”
said Horace J. Schwartz, manager
of employe benefits at Bell & Ho-
well Co.

Motorola Inc.’s considerable im-
provements have “nothing to do
with ERISA,” said William F.
Badgett, manager of employe ben-
efits planning.

A national expert on profit
sharing said ERISA was not in-
tended to alter the system except
to push companies to lower eligi-
bility requirements. Bert Metzger,
president of the Evanston-based
Profit Sharing Research Founda-
tion, said the law pressured some
firms to make changes, but many
plans already met such ERISA re-
quirements as early vesting.

He added that the law had no im-
pact on funding requirements be-
cause profit sharing plans are al-
ways fully funded since contribu-
tions are made the year the money
is earned and then allocated to par-
ticipants who have become vested.
In general, ERISA regulations af-
fecting defined benefit plans were
much more wide ranging and sub-
stantial than changes required in
profit sharing plans.

Mr. Metzger has recently com-
pleted a study of 38 U.S. firms with
profit sharing plans. The research
covers eight companies from the
Chicago area. Besides the three al-
ready mentioned, they are Sears,
Roebuck & Co., Signode Corp.,
Walgreen Co., Jewel Cos. and
McGraw-Edison Co.

While the meaning and impact of
ERISA remained unclear during
its early years, relatively more
plans were terminated, especially
by smaller companies, and fewer
inaugurated than previously. But
since early 1977—after regulations
clarifying ERISA had been
issued—relatively more plans were
instituted and fewer discontinued
than in the past, indicating man-
agers had entered a post-ERISA
era of “learning to cope,” Mr.
Metzger explained.

ERISA-motivated or not, im-
provements in pension and profit

Nursing home
policy offered

SANTA ANA—A comprehen-
sive liability program for nursing
home operators, offering up to $1
million in primary layer single inci-
dent or aggregate coverage, is be-
ing offered by Hull & Co. Inc, a
surplus lines broker.

The program includes coverage
for premises and operations, mal-
practice and personal injury. Um-
brella excess liability coverage is
also available. Empire Fire & Ma-
rine Insurance Co. of Omaha un-
derwrites the program. ™

sharing plans have been substan-
tial in virtually all of the eight Chi-
cago companies, which reflects a
national trend toward renewed
support for profit sharing, making
them more meaningful to partici-
pants.

Motorola, for example, raised the
amount of before-tax profits con-
tributed to its profit sharing fund
to 24% from 20%. It shifted its allo-
cation from equal rewards to all to
a distribution system based on lon-
gevity of service and pay, the latter
up to a maximum of $60,000. Mo-
torola also increased the maxi-
mum annual employe contribu-
tion to $1,200 from $200.

Motorola made the changes to
stay competitive with other com-
panies, said employe benefits man-

ager Mr. Badgett. Atthesametime,
the company changed the pension
plan in order to make profit
sharing more important to em-
ployes.

Why? Because, Mr. Badgett
answered, profit sharing “has in-
creased efficiency in the past.” Its
piece-of-the-action philosophy ap-
parently seems to serve both com-
pany and employes well.

Motorola has had a profit sharing
plan since 1947 and there have
been no big changes in the plan
since then. But before the recent
upgrading, Mr. Badgett said, it had
lost some of its original punch—
especially for higher-paid em-
ployes whose out-of-pocket contri-
butions were limited.

The recent changes in the plan
addressed that problem. Although
the new, fully paid pension pays
about 30% less in benefits, it auto-
matically covers all employes,
whereas the old plan covered only
about one-third of Motorola
workers. These, plus the profit
sharing changes, received the re-
quired employe approval by a
three-to-one margin.

At Signode Corp., employe
salaries—not individual contribu-
tions, as was once the case—are the
basis for allocating profit shares.
The current system thus rewards
each worker's productive role
rather than his ability to save and
contribute part of his paycheck.

Still, one-third of Signode’s par-
ticipants make the 10% out-of-

salary maximum contribution and
few contribute nothing, said Roger
Cushman, profit sharing director

Continued on page 115

Claim Consultants

Captives = Reinsurors = E&S
Professional Liability » M.G.A."s
Intermediaries = Specialty

John J. O'Connor & Associates
Claim/Exposure Consultants
Casualty Insurance/Reinsurance
11 Partrick Lane
Wilton, Connecticut 06897
Phone: (203) 762-9564
John J. O'Connor, Esq.
B.A., L.L.B,, |.1.A.
President
Materials Sent on Request
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It you had time to read them al,

you wouldn't need us as much.

One of the hardest parts of any risk manager’s
job is keeping up with the latest information and
changing trends. The sheer volume of reading
required is staggering.

But you have to know. What are the newest
state and federal regulations? Are there new ways
to cope with products liability? What's the latest
on self-insurance? How do you reduce the
possibility of fire loss?

It's the single, critical piece of information
you miss that could make the difference in
effective decision-making.

Where can you go for answers?

Try us.

R. B. Jones is a national firm. We’ve been
providing major corporations with solid,
up-to-date recommendations in all areas of risk
management since 1889. Property. Casualty.

Marine, Surety. Employee benefits. You don’t have

to be a client to call.

When it comes to insurance and risk
management, we believe you can never ask too

many questions.

Our experienced professionals will be happy

to supply the answers.

We have offices in Atlanta, Boston,
Chattanooga, Chicago, Dallas, Ft. Worth,
Houston, ]efferson City, Kansas City, Los
Angeles, New Orleans, New York, St. Louis,

Tulsa, Waterloo, and Wichita.

Or call our corporate headquarters in Kansas

City, 816/391-1000.

R.B._Jones Insurance.
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classified advertising

RATES AND CLOSING TIME: $3.00 per line, minimum charge $15.00. Cash
with order. Figure all cap lines (maximum—two) 30 letters and spaces
per line; upper & lower case 40 per line. Add two lines for box number.
Replies are forwarded daily. Closing deadline: Copy in written form in
Chicago office not later than noon, Monday, 7 days preceding publica-
tion date. Published every other Monday. Display classified takes card
Tate of $33.25 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

DIRECTOR

DRAKE UNIVERSITY

INSURANCE CENTER
A unique opportunity for person with
exceptional background and abllity, Will
direct expanding, well-funded program of
insurance education aimed at responding
to industry's need for young profession.
als, Develop and administer scholarship
and internship programs and student re-
cruiting. Supervise and expand continuing
education program and industry liason,
Staff includes Assistant Director. Must be
familiar with all lines of Insurance. Ability
to work with top management essential.

Ph.D. not required, but experience in’

higher education helpful. Salary $28,000,
Send confidential resume to Dean Richard
Peebler, Drake University, Des Moines,
Iowa 50311, before October 15.

DIRECTOR
MANAGEMENT

Bluebird Incorporated, a Fortune 500 Com-
pany headquartered in Philadelphia, Penn-
sylvania, seeks a Director of Insurance and
Risk Management, Responsibilities to in.
clude administration of insured and self-
insured property and casualty programs,
including safety, and continuing analysis
for risk exposure. Also must be capable
of assuming administration of insured
employee benefit programs.
Send resume in confidence, including sal-
ary history, to Dept. JS, Bluebird In-
corporated, Suite 1400, 2000 Market St.,
Philadelphia, Pa. 19103.

Commercial Property Supervisor

Large agency in Rochester, N.Y. area has
an excellent career opportunity for an

experienced property underwriter. Liberal
benefits. Salary based on experience. Send
resume to:

Box 180, BUSINESS INSURANCE

740 Rush St., Chicago, 111, 60611

CLAIMS SUPERVISOR

Large Chicago-based self-in-
surer is seeking an experi-
enced Workmen's Compensa-
tion Claims Specialist with
supervisory experience. Addi-
tional background in the casu-
alty area is helpful.

Salary commensurate with
qualifications and experience,
Good benefits. Opportunity for
advancement. Send detailed
resume including salary his-
tory to:
Box 183
Business Insurance

740 Rush Street
Chicago, lllinois 60611

CHARTER
FOR SALE

Insurance Company Charter, (Liabil-
ity Free) for sale. Company presently
licensed for all lines except life and
title in North-eastern home state
only.

Seller can provide managing services
at option of buyer.

Box 178, BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 60611

e e ===
CORPORATE INSURANCE

CLAIMS MANAGER

This is an excellent career opportunity
with United Airlines for an individual
who has strong legal expertise in the
insurance claims area, Qualified candi-
date will coordinate appropriate defense
efforts for third party legal liability
claims and direct our self-insured work-
er's compensation program in twenty
states. To qualify, you should have a
degree (LLB or JD preferred) and an
extensive background in third party
liability and worker's compensation
claims. Located in an attractive suburb
of Chicago, this position offers excellent
compensation and benefits (including
travel benefits for employees and their
immediate families). Send detailed res.
ume with salary history, in confidence
to:

Ray W. Peacoe
Employment Manager
UNITED AIRLINES

P.0. Box 66100

Chicago, lll. 60666
An Equal Opportunity Employer

Buffalo Reinsurance Company

Los Angeles
Chicago
New York City
San Francisco

Our expansion has created the need for Casualty
Facultative Reinsurance Underwriters in these offices.

We are seeking individuals with three years direct primary
underwriting experience with a large company or five
years of such experience with a smaller company.
Experience should be in underwriting, not brokerage or
production. Reinsurance underwriting experience is
helpful but not required. Salary for these positions is

open.

If you meet these requirements and want to join a
dynamic, highly motivated staff, please submit your
resume with salary requirement to:

Ralph W. McMahon
Personnel Director
Buffalo Reinsurance Company
4201 Wilshire Blvd.

Los Angeles, CA 90010

An Equal Employment Affirmative Action Employer

ATTENTION
INSURANCE
PROFESSIONALS

Southeast Risk Management and
Consulting firm seeks an insurance
professional with strong Casualty
and/or Propenr background to serv-
ice present clientele and develop
new ones in and around a large
Southeastern city. Mandatory re-
quirements include a minimum of
8 years experience in the Business
and Commercial Casualty or Proper-
ty field as well as some successful
sales experience. Position requires
unquestioned integrity and an inven-
tive mind. Salary open; Excellent
Benefits; Ownership opportunity.
Resumes in confidence to Glen E,
Pehl, President, Industrial Insurance
Management Corporation, P. O. Box
18308, Charlotte, North Carolina
28218.

SETONGUARD®

Security Name Plates
Protect your property. Easy
application. Black-filled
serial numbers. Permanent
3M adhesives, Qutdoor or
indoor. Free samples.

Properly applied
they will last a litetime.

SETON NAME PLATE CORPORATION
2680 Boulevard, Hew Haven, CT 06505 (203) 772-2520

PROFESSIONAL
OPPORTUNITIES

E & S BRANCH MANAGER

, T0 $35,000 + B
Leading national E & S firm is
seeking a candidate to take over
and enhance their successful of-
fice. Property and casualty pro-
duction, marketing and staff man-
agement experience desired. Top
bonus Blan.
E & S PROPERTY MANAGER

T0 $35,000 + B

This  progressive  Southwestern
based E S firm is seeking a
candidate who desires profession-
al authority, excellent domestic
& London markets and recogni-
tion based on merit. Best industry
bonus and car allow.
RISK CONSULTANT T0 $50,000
This prestige national brokerage
is expanding their professional
services in the Sunbelt region.
The desired candidate should be
throughly experienced in the
analysis, design and communica-
tion of risk programs to all levels
of client.
RISK DIRECTOR T0 $45,000 4
Diversified energy firm with $8MM
risk program. Desires oil and cap-
tive expr. Opportunity for treasury

duties.

RISK MANAGER T0 $35,000 4
Broadly diversified Fortune 500
corp. is seeking property/casualty,
self insurance and captive ex-
perience. Full authority.

INSURANCE ANALYST TO $25,000 +
A number of our corporate clients
have immediate needs in the 1
to 5 year expr. level, mono or
multiline. Positions located in SE,

SW. MW, NE & W
LOSS CONTROL TO $28,000 +
(7) corpecrate and consulting op-
portunities. 3-6 yrs. corp. an/or
ins. co. exp.

ALL FEES PAID

PARTIAL LISTING

CONTACT: DONALD J. DELANEY
INSURANCE RECRUITERS, INC.
3707 Rawlins, Suite 416

Dallas, Texas 75219
(214) 528-0090

Excess & Surplus Lines
Underwriting & Marketing

National opportunities with leading
Reinsurers and National Brokers.
Locations include Atlanta, Dallas,
San Francisco, Chicago and other
key cities. These positions offer
excellent career growth potential
and salary packages to $30,000 range,
Be assured of professional and con-
fidential service with your name

and resume released only on your
atfi?‘::aval. Exclusively employer re-

INSURANCE PERSONNEL RESOURCES
2970 Prachiree Road, N'W « Suie 622

Atwnts, Georges JOI0S « (404) 262.2972

MARKETER/PLACERS
PRODUCERS
EMPLOYEE BENEFITS
CONSULTANTS

For over 15 years, don Howard has
served the Insurance Industry at the
middle and upper management lev-
els. Whether you are “in the market"
or are basically happily employed
and would consider a change only
under the most ideal circumstances,
you will find that the don Howard
organization with its excellent rela-
tionship with client companies, brok-
erage firms, agencies and consult-
ing firms, is in the best position to
confidentially handle your situation.
Richard Ziober, VP.

ALL FEES PAID

don HOWARD

PERSONNEL SVC
40 Marietta St.,, NW (404) 577-9630
Atlanta, Ga. 30303

other offices: New Yark, Chicago, Dallas,
San Francisco

EXCESS & SURPLUS LINE EXECUTIVE

New Agency being formed with multi-million dollar premiums
available. We require a top-notch Underwriter with excellent reputa-
tion and contacts with Insurance Companies. Must be fully experi-
enced Technician in all Property and Casualty Coverages, as well as
Specialty Lines. Top Salary and Profit-Sharing. We have no current
employees. Administrative talents will lead to title of Executive
Vice President. Position will be in New York. Reply in confidence to:

Box 184, BUSINESS INSURANCE
740 Rush St., Chicago, lllinois 60611

An Equal Opportunity Employer

department.

well are essential.

of ERISA compliance.

EMPLOYEE BENEFITS
MANAGER

A diversified and progessive Fortune 200 Company located
in Southern Connecticut is searching for an Employee
Benefits Manager to head-up a newly restructured corporate

The position requires 4-5 years experience relating to ben-
efits design, administration, communication, and govern-
mental reporting. A degree and an ability to communicate

Responsibilities include managing all insured, self-insured,
and funded plans corporate-wide as well as the coordination

Send resume and salary history to:

Box 182, BUSINESS INSURANCE
740 Rush St., Chicago, Ill. 60611

preferred.

Corporate Risk
Management Opportunities

Protecting Seagram’s physical and human resources is a vital responsibility and essential
to our continued growth.

Our prominent, multi-national corporation engaged in the distilling and gas/oil industries
has openings for proven Risk Management professionals to direct Corporate Risk Pro-
grams for assets in excess of 2.5 Billion Dollars.

PROPERTY MANAGER
(Salary low $30’s Plus Bonus)

We are seeking a qualified Property Man-
ager with 54 years’ loss prevention and
property underwriting experience to ad-
minister and supervise our Propert]g Pro-
tection Program. An Engineering

and additional business education are re-
quired. Risk management experience is

egree

We offer a comprehensive benefits program and a rewarding future with growth potential
to the career-oriented professional. Please send your confidential resume including
education, work experience and salary history to:

Ewployment Manuger

Joseph E. Seagram & Sons.Juc.

800 Third Avenue, New York, New York 10022

An Equal Opportunity Ewployer

LOSS CONTROL ANALYST
(Salary Mid $20’s)

Reporting directly to the Property Man-
ager, you will assume responsibility for
the administration of the Loss Control
segment of our Risk Management Pro-
gram. T'wo or more years’ fire protection
engineering work experience and an
Engineering Degree are required.

N
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generated by the pension standard (1

fits)

S(_)urce: Metzger, Bert L., Profit Sharing

Research Foundation

Profit Sharing at Eight Chicago Cos.

Profit sharing
benefit as % of

Company pension std.* contribution pension?
Sears, Roebuck & Co. 598% 4% yes
Signode Corp. 233% 4% no
Jewel Cos. 231% 17% no
Zenith Radio Corp. 173% — no
McGraw-Edison Co. 154% 17% no
Motorola Inc. 127% 11% yes
Walgreen Co. 106% 21% no
Bell & Howell Co. 102% 20% no

* annual income generated by profit sharing divided by annual income

of participation/credited services, with no offset for social security bene-

Action for 1 Million Participants, vol Il, due 9/78 from Profit Sharing

% employe

3% of final average pay times years

in 38 Large Companies: Piece of the

Employes satisfied

Religious convictions

inspire Flick

Crain News Service

BENSENVILLE, Ill.—With fish-
ing lagoons and tennis courts, a
swimming pool and auditorium, a
chapel and a library, who needs to
work?

The employes at Flick-Reedy
Corp. do, because without their ef-
forts, such fringe benefits could
not be maintained.

The suburban Chicago manufac-
turer of air and hydraulic power
cylinders augments the straight
wages of its 700 workers with 38%
more in non-monetary compensa-
tion. In addition to the physical fa-
cilities and a self-insured health
plan, Flick-Reedy supports a de-
ferred profit sharing program for
retirees with about one-quarter of
its annual gross profits. For the fis-
cal year ended June 30, Flick-
Reedy earned an estimated
5800,000.

Experts have long pondered
whether a country club environ-
ment and monetary incentives ac-
wually motivate workers. But presi-
dent Frank Flick insists his poli-
cies are not prompted by such con-
£erns.

“We think we get that much
more in productivity, but it’s hard
-0 know,” said the 73-year-old ex-
ecutive who is also an engineer, an
:nventor with 43 patents to his
credit and a committed Catholic.
*“We do it because this is the way a
Christian oriented company
should treat employes.”

Other executives of the $40 mil-
‘ion company, which also operates
a publishing division, health, edu-
cation and management services,
and a small supplier of its own
component parts, suggest that
profit sharing, at least, is signifi-
cant. Vp Arthur Conrad says the
glass partitions in the clerical and

benefits

administrative departments and
daily postings of outgoing ship-
ments in the factory that remind
workers they are responsible for
the others’ future well-being spur
them on to greater glory.

But despite all the tangible bene-
fits, plus the once-a-week summer
day camp for the employes’ kids,
the company-supplied white work
shirts, the company-supported caf-
eteria and the wages that average
5% above local competitors, Flick-
Reedy attracts its share of employe:
gripes.

Mr. Flick says that strong loyalty
prevails among some workers and
“not so much” among others. The
company averages a 2% monthly
turnover and hires about 175 peo-
ple a year for replacement and ex-
pansion needs.

A couple of years ago, the com-
pany conducted a survey soliciting
employes’ likes and dislikes re-
garding the organization. The re-
sults, which were reprinted in
installment-form in the weekly
newsletter, showed workers were
satisfied with wages, fringes and
working conditions, but were
somewhat disgruntled about
labor-management relations.

Specifically, employes com-
plained that supervision was good
on technical matters but could be
improved in “human relations.”

Top Flick-Reedy executives are
proud of the doors that never close
their offices off from employes.

Thinking of the time when a new
generation will take control at
Flick-Reedy, there has been some:
discussion about buying the cor-
poration with the profit sharing
fund. “We don’t want to think of
being bought out by a conglomer-
ate,” said one vp. “We’d like to per-
petuate our philosophy.” .

Pa. rate hike okayed

HARRISBURG Pa.—Member
insurers of the Pennsylvania
workers compensation rating
bureau were granted a 25.9% or
$183 million rate hike effective Oct.
> by the state insurance depart-
ment.

The bureau, which represents
240 workers compensation insur-
ers in the state, had sought a 34.9%
increase or $244.9 million. How-

ever, the insurance department re-
fused to accept a 25% annual loss
experience trend factor cited by
the insurers. Commissioner Wil-
liam J. Sheppard capped the trend
factor at 16.4%.

The rating bureau’s overall pro-
posal is still being contested and
could be amended after further
hearings which were scheduled for
early September. ' ™

Chicago's biggest . . .

Continued from page 113

at Signode. “Even the newcomers
getthe feeling it's worth putting as
much as possible into the plan,”
said Mr. Cushman.

Walgreen chose the guaranteed-
investment route, which assures
employes aretirement income, “af-
ter the market broke” in 1973 and
1974, said Edward J. Roubik,
trustee of the Walgreen profit
sharing retirement trust. The com-
pany offers employes nearing re-
tirement their choice of 10 top in-
surance companies with which to
sign annuity contracts. The ar-
rangement, said Mr. Roubik,
“saved them from the fluctuation
of the market.”

An additional benefit, he noted,
is that Walgreen's VIP (voluntary
investment plan) makes VIPs
(very important people) out of “the
little guys” by giving them the
chance to make a tax-deferred in-
vestment for as little as $2.50 a
week—the kind of opportunity
usually available only to investors
who can afford municipal bonds
and other high-priced tax-free in-
vestments, Mr. Roubick observed.

Taking the opposite tack, Sears,
Roebuck de-emphasized its profit
sharing and upgraded its defined
benefit pension at the beginning of
1978, which produced “a rather se-
vere revision” of the oldest U.S.
profit sharing plan (dating to 1916),
said Merl Douglas, executive di-
rector of Sears’ savings and profit
sharing fund.

The revision was “‘no outgrowth
of ERISA,”’ Mr. Douglas hastened
to add, but rather, as then-Sears
Chairman Arthur Wood explained,
a move to protect employes’ retire-
ment security from a stock market
whose fluctuations are sometimes
“beyond control of the corpora-
tion.”

In addition, since ERISA, Sears
became the first company to issue
a summary plan description—*a
massive undertaking,” Mr. Doug-
las said—for its 300,000 plan mem-
bers.

The big, sometimes unanswered,
question about profit sharing is:
Does it increase efficiency? Com-
pany officials here give mixed re-
sponses.

With all of Signode’s belief that
the profit sharing plan is an incen-

~ (magpendent

CONSULTANTS....
insurance and employee henefits
complete analysis ,

.
we do not sell or
place insurance

tive that “inspires our people to do
a better job,” profit-sharing chief
Mr. Cushman concedes it is “hard
to claim it increases efficiency.
One hopes it does.”

Mr. Schwartz of Bell & Howell
simply says he doesn’t know if
profit sharing improves productiv-
ity.

On the other hand, Mr. Zimmer-
man at Zenith says, “There is more
awareness that employes’ actions
can increase profits. There is in-
creased efficiency and less waste,”
he said. (]
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The “hope” in Life is LONE
STAR LIFE . . . the PRO in the
area of Life and Disability
Income Insurance,

Join the PRO. When you do,
you'll find you've got that
“something extra”.

Maybe we should talk. You
could start by calling me on
our WATS line, 800/527-4527
or, if you're in Texas, dial
800/492-4816.
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LIFE INSURANCE COMPANY

20C Treadway Plaza  Exchange Park
P. 0. Box 35047 Dallas, Texas 75235
A Subsidiary of K mart Corporation

W
There's
LIFE

L7805

ANNOUNCING

a comprehensive insurance program for the

FIRE & BURGLARY
SAFETY EQUIPMENT INDUSTRY

providing M & C Products/Completed Operations, B. F. P. D.
& Blanket contractual Liability for those involved in the

MANUFACTURE, DISTRIBUTION, SERVICE & INSTALLATION OF

For further information or application call or write . . .

COVER X CORPORATION

30161 SOUTHFIELD ROAD
SOUTHFIELD, MICHIGAN 48076

| TELEPHONE’ (313) 644-3200
TELEX 23-5635

Dry and wet Fire Extinguishing Equipment
Burglar Alarms & Equipment
Fire Alarms & Equipment

Affiliated Office:

AGENCY MARKETING, INC. OF COLORADO
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Walters leaves San Diego county for city post

Robert Walters has been named
risk manager for the county of San
Diego after spending several years
as risk manager for the city. He re-
places Barbara Akk, whoresigned
last spring to join consultants
Ebasco in Newport Beach. Mr.
Walters, who is known for moving
San Diego county to a completely

self-insured posture, will assume
his new post at the end of the
month.

“The goal I have on my new job is
to bring the various insurance cov-
erages together,” he said. He will
report to the office of management
and budget and the chief adminis-
trative office. The city of San Diego

PROPERTY INSURANCE

ON WOODWORKING OPERATIONS
INCLUDING
AUTOMATED SAWMILLS

» All Risk coverage available

e Possible savings of up to 50% over your
present fire insurance cost

 Working with people knowledgeable in
the wood products industry

CONTACT US DIRECT OR ASK YOUR
BROKER TO WRITE US.

BROKER INQUIRIES
INVITED

Available in: most states.

Forest Products Agency Company, Inc.

88 Palmer Street

Norwich, Connecticut 06360
Phone 203-889-2686

Telex 96-6438
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plans to replace him despite bud-
get constraints due to Proposition
13 * * *

Mallinckrodt Inc. of St. Louis
has expanded its insurance depart-
ment to envelop pensicns and em-
ploye benefits. With the change,
former ccrporate insurance man-
ager Bruce E. Beeler, 37, has been
promoted to director of risk man-
agement. Mr. Beelerreports to vice
chairman of the board Harold
Brinner. He assumes duties in pen-
sions and employe benefits as well

as keeping his former responsibili--

ties for property and casualty in-
surance. The transfer of the pen-
sion department has moved Jo-
seph Kraft, manager of treasury
operations, to the insurance de-
partment with pension duties.
Donald Spurlock, the third mem-
ber of the insurance staff, remains
as insurance analyst.
L I
Tenneco Ine. in Houston has an-
nounced a number of promotions.
In the parent company, Robert A.
Stubblefield, 42, has been pro-
moted to senior administrator of
property insurance from seniorad-
ministrator of loss control. Joining
Mr. Stubklefield in property insur-
ance is Allan D. Cooper, 24, as a
property analyst. Mr. Cooper pre-
viously was an accountant in the
Gulf Coast oil division. Larry M.
Riggs, 45, has become risk man-
ager of the oil division moving
from the parent company as senior
administrator of property insur-
ance. G. Milton Benson, 47, has
also joined the oil division’s insur-
ance department as senior insur-
ance administrator frcm his pre-
vious position as an accountant in
the same division.
* & K
Stuart J. Tuchman, 33, has been
named manager of corporate risks
at Texas International Airlines in
Houston. He reports to director of
financial planning Richard H.
Shuyler. Mr. Tuchman replaces
Gary G. Beck, who moved to Man-
agement Systems Inc. in Houston,
where he brokers the Texas Inter-
national account. Previously, Mr.

look anywhere else.

o
\

You won’'t have to |9’
look anywhere else.

Inter-Cas Ltd. is a new facility
offering limits in excess of $500,000
for all your liability special risks.

uniquely qualified to handle your special risks.

Demolition, municipalities, guard services, hotels,
supermarkets, restaurants, fireworks displays,
housing projects... we offer excess limits, either direct
or reinsurance, on these as well as many, many more.

Contact Inter-Cas Ltd. today. You won't have to

INTER-CAS LTD.

=

Burton W. Krouner, President
98 Cutter Mill Road ® P.O. Box 442 = Great Neck, New York 11022 = (516) 466—5060/

Robert K. Dreher joins Weszern
Publishing Co. Inc. in Rac ne,
Wis., as a risk manager.

Tuckman asasaseniorfinancia'an-
alyst at Ingalls Skip Building Co.
in Pascagoula, Miss.

* * ok

Robert X. Dreher, 33, has joined .

Western Publishirg C». Inc. in Ra-
cine, Wis.. as a risk rmanager. He
repocts to wreasurer Gary Lens. Mr.
Dreher previously was & risk man-
ager for Tarra Chemicals Interna-
tiorsl in Sioux City, _owa, where
he’s been replaced by William M.
Scatt, as previously reported.
* * *

Bruce =. Woodcock, 33 has
joined Intermedics Inc. in
Frezport, Tex., as the company’s

firs: . insurance manager. Mr.
Woodecock is evalazting the
company’s insurance coverzges

and plans to consolidat2 proparty
insurance coverages, 2xpaad em-
plove benefit programns and estab-
lish a safety program. PravioLsly,
Mr. Woodzock wes irsurance su-
perv.sor “or Brown & Roo: in
Houston. Ronald 3. Mezsk, 23, has
been promoted to replace DIr.
Woodcock at Brown & Root re-
porting to assistant insurcrce
manager George Ben:s. Mr. Meek
has been an aecountznt with
Brewn & Root for three vears.
* * *

Roy L. Vickrey, 41, has kteen
named director of insurarce and
safety at Fleming Cos. Inc. in Okla-
homa City. He has full respor.sibil-
ity fcr risk management relatirg to
corporate and retail insurarcz as
well as safety and loss contrcl. Mr.

Vickrey reports to P.R. Bauer, se-
nior vp of finance and administra-
tion. He replaces Harold Fieszel,
who left to manage his real estate
investments. Prior to joining Flem-
ing, Mr. Vickrey was risk and in-
surance manager for Hallmark
Cards Inc. in Kansas City, Mo.
Hallmark hasn’t hired a replace-
ment.
L%k * *

Effective Sept. 29, Gary Y. Little
will join Carolina Power & Light
Co. in Raleigh, N.C., in a new posi-
tion as corporate insurance spe-
cialist. Reporting to corporate in-
surance administrator John Sen-
ter, Mr. Little will handle adminis-
trative functions, insurance in-
spections, claims investigations,
processing and documentation.
Mr. Little previously worked at
Employers Insurance of Wausau
for five years.

® k%

Richard D. Quinn, 35, has been
promoted to principal benefits ad-
ministrator at Public Service Elec-
tric & Gas Co.in Newark, N.J. Heis
responsible for benefit research
and plan development as well as
corporate coordinator for the
company’s health maintenance or-
ganizations. Mr. Quinn also is in
charge of health care cost contain-
ment and benefit communication
programs. Previously, Mr. Quinn
was a senior personnel specialistin
the same company. He has worked
in employe benefits for the past 17
years.

#* #* *

Cristina D. Haley, has joined
Levi Strauss & Co., San Francisco;
as assistant director, risk and in-
surance management. She was as-
sistant risk manager/risk manage-
ment specialist at The Clorox Co.
in Oakland. No replacement for
her has yet been named. At Levi
Strauss, Ms. Haley reports to Ri-
chard Soper, director, risk and in-
surance management; shereplaces
Erin Oberly, CPCU who joined the
consulting firm of Warren, Mec-
Veigh & Griffin.

We'd like to report on staff
changes in your risk management
or-employe benefits department.
Just drop a note to Rebecca A.Fan-
nin, Business Insurance, 708 Third
Ave., NY. N.Y. 10017 or call
212-986-5050. We'd also like to re-
ceive photographs of those persons
involved in changes in your risk
management and employe benefit
departments.

Florida fire rates cut

TALLAHASSE=Z—Fire :nsur-
ance rates for many Dade County
businesses have teen lowered by
as much as 51% fcllowing a rezva-
luation of fire prctecticn services

-in communities comprising the
-Metropolizan Dad2 Coun:y Urkan

Fire Protection Distrizt by the [n-
surance Services Office.

The rat= reduction reflects im-
proved fire fighting facilities re-
sulting frcm combination of s2pa-
rate fire cistricts tha: served the
communitizs, said Mr Gunter Af-
fected communites include Bal
Harkor, Bay Harkor Islaads, Bis-
cayne Parx, El Portal, Floride City,
Golden Beach, Hialeak: Gardens,
Indian Creek, Medley. M:ami
Shores, North Bay Village, Nozth
Mizmi, North Mizmi Bz=ach, Opa-
Locka, Pennsuco, South Miami,
Surfside, Sweetwater and Virginia
Garcens.

Fremiums for 83% to 85% 2~ the
businesses in the communizies will

drop by 4% to 51%, depending on
construction of the building, occu-
pancy, location of fire hydrants
and insurance policy. =

Dinner Levison

opens 1st branch

NEWPORT BEACH, Calif—
Dinner Levison Co. opened a
branch office here last month, the
first branch office for the 63-year-
old San Francisco brokerage firm.

The new office’s two producers,
Mike Kane and Hobie Harper,
were formerly with Coldwell
Banker & Co.

The move is Dinner Levison’s
first into southern California
where it plans to become a major
factor in the brokerage industry,
managing partner Robert C.
Nevins said. Three other southern
California locations are also being
studied. ™



SPECIALTY RISKS ISSUE OCTOBER 30, 1978

What are
Specialty
Risks

and why will Business Insurance
publish a new highlights
issue about them?

To quote from a recent editorial in Business Insurance:

“Insuring superstar Pele’'s ability to play soccer and tennis champ
Bjorn Borg’'s appearance at a championship match, requires the
special knowledge and skill of people who've dealt with unusual
risks. Similarly, race horses, racing cars and America’s Cup sailboats
pose a problem demanding tailored insurance policies for events that
are riskier and characters a whole lot more valuable than the usual
man-in-the-street . . . "

Many businessss are faced with Specialty Risks situations, requiring extraor-
dinary risk management expertise and insurance coverages. There are such
Specialty Risks as discotheques, rock concerts, skateboard parks, amusement
parks, theatrical and concert enterprises and sports events to name but a few.

B.l.'s readers are in the business of preventing losses, managing risks and
financing insurance programs. Executives in over 17,000 corporations and
business enterprises look to B.l. for the latest news and trends about risk
management and insurance. The Specialty Risks market is an area of impor-
tance and interest to the almost 100,000 Business Insurance readers who work
in corporations, insurance agencies and brokerages, insurance companies
and related service organizations. '

If you are a supplier of Specialty Risks expertise and insurance coverages you
should benefit greatly from having your advertising message appear in this new
highlights issue.

Don’t miss the boat . . . reserve your advertising space now to assure your par-
ticipation as a supplier of Specialty Risks insurance coverages in the October
30 highlights issue of Business Insurance.

Advertising closing is October 17. For additional information call or write Don
Walsh, Advertising Sales Director, 708 Third Avenue, New York, N.Y. 10017,
(212) 986-5050. Or, contact any of the sales offices listed below.

 business insuranee

New York Chicago Los Angeles
708 Third Avenue 740 Rush Street 6404 Wilshire Bivd.
New York 10017 Illinois 60611 California 90048

(212) 986-5050 (312) 649-5275 (213) 651-3710



Don Bell, vice president, tells how A&A works from a client’s point of view:

“With Alexsis, clients have total flexibility
in funding Workers’ Compensation”

“Workers’ Compensation is a
score spot with alot of clients. It's
one form of insurance they feel
they have no cor:trol over, because
of its statutorv nature. What's
more, Workers' Compensation
insurance services traditionally
have been bundlad; you couldn't
separate them. But our Alexsis
concept urbund es them and gives
clients an er.tire menu of services,
sc thev car: chcose and buy all,
scme or none —insured, self-
insured. captives or any combina-
tion. Alexsis provides the expertise,
arranges the services the client

may need —feasibility analysis,
program design, qualification as-
sistance, claims handling, loss
control consulting, compurerized
claims data management and
excess insurance. We'll do what-
ever makes sense for the cliznt.”
Working from a client's point
of view is our way. That means
working as allies, solving business
problems together. On Lonz Island,
New York, where Don Bell heads
up our Alexsis eperation. And in
over 110 cities here and oversezs,
where clients can take advantzge
of the computer-based techniques
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and the total flexibility that Alexsis
provides in self-insurance services.
We think our dedication to
acting as an ally of the clients we
represent is a big reason why A&A
has become a worldwide leader in
the insurance brokerage and fi-
nancial services business. We
have the facilities, expertise and
strength to act as effective allies.
We work from the client’s point

of view, whether
the corporation ndel'
nder

is large or
1l )
P The Allies




