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Business was "as
fusual™ in Gulf-
port, Miss., after
. Camille, but it
~was at  your

own risk."”
—Wide World
_photo.
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|| affects

lump-sum payments

=
* WASHINGTON—Rep. Wilbur
Mills' (D. Ark.) ways and means
committee tax reform bill, passed
by the House last month, would
affect three major areas of em-
ploye benefits—lump sum distri-
butions, deferred compensation
payouts and restricted stock plans.
Lump sum distributions would
be the most seriously affected by
the tax bill. Present law provides
that the entire amount of these
distributions under pension, prof-
it-sharing, stock bonus or annuity
plans are taxed as capital gains if
the total distributions paid within
one taxable year to the employe,
or his beneficiary, on account of
che employe’s separation from the
service of the employe or the em-
oloye's death during employment
or after retirement.
Under the Mills bill, capital
Zains treatment is limited to that

nortion of the lump sum payment

not represented by the employer’s
contribution. The employe must
treat the employer’s contribution
portion of the distribution as ordi-
nary income, except that this por-

tion is eligible for a *‘special 5-
year forward averaging”’ provi-
sion in the tax law whieh cur-
rently applies only to H. R. 10
(Keogh) plans.

THIS FORWARD averaging
rule limits the tax payable on the
“ordinary income” portion of the
distribution to five times the tax
which would be payable if only
one-fifth of the “ordinary in-
come” was included in the em-
ploye’s gross income in the year
received.

The Mills bill handles separate-
ly the tax treatment of any por-
tion of a lump sum payout where
securities are involved. Under the
current law, an employe receiving
employer securities as part or all
of his lump-sum distribution is
taxed, at the time of the distribu-
tions, only on the amount attrib-
utable to the employer’s cost of
the securities at the time of the
contributions to the trust. This
taxable portion of the distribution
is given capital gains treatment.

Continued on page 22

Losses from 'thin lady’ Camille
tall far short of Betsy's toll

NEW YORK—A slim but intense lady named Camille, unlike Betsy, a rotund but preserving woman who
preceded her four summers ago, slammed into the Gulf Coast late last month, but insurance interests indicate
it is the wrath of Betsy herself that is to be feared the most.

Hurricane Camille has been called the most violent storm in U, S, history—although it. ranks second to
the $700 million insured damages caused by Hurricane Betsy. Camille will not cost nearly that much, most in

the business feel, and the reason is simply a matter of the lady’s build.

“Camille was a much narrower,
more confined storm than Betsy,”
said one insurance executive who
had just returned from the scene.
“Unlike Betsy, which hit west of
New Orleans and came right up
the mouth of the Mississippi, Ca-
mille met the coast at a point east
of New Orleans—east of Gulfport,
actually.” The precise point of im-
pact is primarily a resort area and
not one where industry or oil
flourished.

A MAN AT Marsh & McLennan
confirmed this saying that if Ca-
mille had hit 40 or 59 miles in
either direction “our major clients
would have sustained much more
serious losses.” New Orleans lies
approximately 50 miles to the
west, while equidistant o the east
is Mobile, Ala.

Because Hurricane Camille
missed major industrial installa-
tions, losses sustained by business
and industry were held down.

Fred Gorham, general manager
of the Oil Insurance Assn., Chi-
cago, sald his underwriting group
anticipates losses of no more than

$500,000 on on-shore oil installa-

tions it covers.

“But nobody has given me a
dollar estimate of losses yet,” Mr.
Gorham told Business Insurance.
He added that off-shore oil drill-
ing installations were much more
heavily hit than on-shore sites in-
sured by OIA. One report indicated
that three oil companies—Shell,
Chevron and Kerr-McGee—sus-
tained damage exceeding $50 mil-
lion at off-shore drilling sites.

AN OFFICIAL of the Louisiand
insurance department said that he
had not heard of any off-shore oil

.

rigs that were totally destroyed,
but that off-shore sites near Lou-
isiana were badly damaged.

Of the major commercial losses
in the hurricane-devastated area,
utility companies appear to be the
hardest hit inland while oil inter-
ests seem to be the most severly
hurt offshore.

“The largest loss 1 know of,”
said a source at one of the major
insurance associations who had
Just returned from three days on
the scene, “is that of the Mississip-~
pi Power Co., which lost trans-
formers and lines all over the
area. The loss,” he said, “will
probably total $10 million,” He
added that Mississippi Power has
a ‘jumbo deductible policy” that
excludes the first $7.5 million.

“The Mississippi Port Commis-
sion facilities were all but de-

Late

stroyed,” he said, “and the loss
there is expected to be around $3
million. Apparently they have
complete coverage for the dam-
age,” he added. “The city of Gulf-
port also sustained considerable
damage. That will probably
amount to another, million,” the
source told Business Insurance.

SHELL OIL and Gulf Oil sus-
tained major losses. Shell estimat-
ed that the firm absorbed dam-
ages to its offshore facilities of “at
least” $11 milliofi, and added that
on site and underwater inspection
“may reveal additional destruc-
tion.” Shell said losses to drilling
contractors working on compa-
ny-owned platforms were not es-
timated “but are known to be sig-
nificant.”

" Continued on page 2

news

Carmichael, Douglas named at BP
LONDON—Stewart Carmichael has been named manager of Tanker

Insurance Co., captive underwriting of British Petroleurmn Ltd. and its
subsidiaries, succeeding David Southworth, who has retired. Thomas E.
Douglas has been appointed insurance manager of BP Qil Corp., British
Petroleum’s newly established U.S. unit. Mr. Douglas was formerly in-
surance manager at Sinclair Oil, BP’s new U.S. insurance program in-
volves a broad form retrospective liability policy, with primary limits
of $1 million, underwritten by Continental Insurance Co. and first dollar
property coverage written by the Oil Insurance Assn,

Oil fire record shows improvement

NEW YORK—The petroleum industry’s 1968 fire safety record show-
ed a marked improvement over that of previous years, the American
Petroleum Institute has reported. According to a survey of almost 155,-
000 properties having an insurable value of more than $12 billion, losses
from fire in 1968 amounted to $8.3 million, or 6.9¢ per $100 of insurable
value. Losses totaled 11.6¢ per $100 in 1967.

Camille poses another loss adjustment dilemma

CHICAGO—In the wake of Hurricane Camille, prop-
erty insurers and their insureds are again confronted
ﬁth the dilemma of separating wind damage from water

damage in a gnarled storm path that contains more than
1 $225 million of insured losses.

The dilemma arises frem conventional extended cov-
erage insurance policy provisions that cover damage done
by wind but not damage done by wave wash or floods
incident to hurricanes. While insurers say they make
“equitable’” and even “generous” adjustments, many
insureds feel that any separation of water from wind
damage is unrealistic when a hurricane turns a building
into rubble.

One prominent insurance management consultant told
Business Insurance that the loss adjustment problems
brought about by Hurricane Camille make another good

by windstorms.

argument for modifying extended coverage policy pro- .
vigions to cover wave wash and floods caused directly -

HE ASKED: “Why should the company whose roof
is torn off be compensated while the company whose
foundation is washed out not get paid? The insured is
hurt just as badly in either case. We should amend
policies to meet the total impact of sueh storms.”

Many companies with sites spread nation-wide avert
the dilemma of separating wind damage from water
damage by buying either difference in conditions cover-
age, which contains protection against floods, or by pur-
chasing special endorsements to their extended coverage
policies that remove the water damage exclusion.

An insurance consultant explains, “We suggest DIC
coverage if it can be purchased at a reasonable premium,
but the premium level depends upcn plant locations. If
a company has a number of plants in flood-subject areas
the premium for DIC or a special flood coverage en-

.dorsement becomes preohibitively high.”

One insurance company eXecutive sometimes sug-
gests to national companies that they buy a flood cover-

age endorsements for all of their locations whether they
need it or not. In this way, he explained, the insurer
gains a spread of risk and is willing o cover coastal lo-
cations against flood even though it is very risky to do
50.
A WIND-WATER damage dilemma confronts insurers
and insured in regard to business interruption coverages
which generally contain water damage exclusions sim-
ilar to those contained in property insurance forms.
Some businesses purchase special endorsements that re-
move exclusions from business interruption insurance
to protect themselves in the event of flood.

After -Hurricane Camille, some businesses located in
the coastal areas of Mississippi, Louisiana and Alabama
found that while their plants were intact, their opera-
tions were interrupted because of lack of power or by
action of civil authorities to close off hazardous areas.

In such cases business interruption coverage comes

Continued on page 22
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Camille . . .

Continued from page 1

A spokesman for Gulf in Hous-
ton, while declining to estimate
losses his company sustained, said
that it had lost a production plat-
form in the Gulf of Mexico. Pro-
duction facilities in Quarantine
Bay, Black Bay and Grand Bay,
all south of New Orleans, also
were wiped out, he said. Some
observers feel Gulf’s losses could
approach those of Shell.

Also taking heavy losses were
hotels and resort complexes along
the popular Pass Christian, Long
Beach, Bay St. Louis, Biloxi and
Gulfport vacation belt.

“ALL THE HOTELS on the
beach were severely damaged,”
the witness to the scene said.
“Apparently the winds and high
water hit the area at the same
time. The question, of course, will
be what hit first, since most poli-

cies covering such property ex- .

cludes water damage. Trying to
convince a jury that the water hit
first will be another thing
though,” he said, adding that “in
most cases we’ll probably negoti-
ate a settlement that everybody
can live with.”

A spokesman for United States
Fidelity & Guaranty. one compa-
ny that reportedly insures heavily
in the area, said, “We're going to
sustain a substantial loss dowm
there. We write a heavy propor-
tion of the business in Mississip-
pi,” he said.

“The best estimate we can come
up with so far—and we feel this
is probably conservative—is that
we'll take a $7 million or $7.5
million net loss.” He added that
the gross loss will be “substantial-
ly more than that—perhaps $17 or
$18 million,” but that this is
covered by excess -loss reinsur-
ance with domestic and British
carriers. .

“I've heard of only one ma-

jor ‘commercial loss that we had
some of,” he added, “and that was
in the Buena Vista hotel in Biloxi.
The first floor is practically
washed away,” he said, “but the
upper stories are fairly intact.

A SOURCE CLOSE to Lloyd’s
said, “Llcyd’s is heavily, terribly,
involved on a reinsurance basis. To
just what extent will not 2e known
for some time. The risk, hopefully,”
he added, ‘‘is better sprezd than it
was with hurricane Betsy when
losses wers very, very high.” He
said he diéd not know for sure how
much of a beating Lloyd’s had
taken on Betsy but that it was
“several hundred million.”

American Cyanamid, Wayne,
N. J., reported that flooding, in the
aftermath of Camille, caused wa-
ter damage of up to $1 million to
the firm’s chemical plant in
Lynchburg, Va. Cyananid’s $25
million difference in conditions
policy will absorb both water
damage and business interruption

costs. Rising waters reached. seven
or eight feet at the plant, knock-
ing out all of the plant’s electrical
equipment. :

Brokerage firm Frank B. Hall
& Co. reported that only one ma-
jor client—the Brothers of the Sa-
cred Heart School for Boys in Bay
St. Louis, Miss.—was hit by Cam-
ille. The hurricane destroyed an
1,100-foot pier and caused another
$200,000 damage to the building
complex. The order’s fire and ex-
tended coverage policy, written

by three insurers, will take care

of damages, but the school has no
“wave wash” coverage to protect
it against the ravages of the Gulf
of Mexico.

ON THE MARINE side, Hall
said that three dry cargo vessels
were pitched out of the water at
Gulfport, northeast of New Orle-
ans, and were all probably a
“constructive total loss.” One of
the ships, the Alamo Victory, is
owned by the U. S. government.

How to look

like a hero

to your employees.

ZEtna’s new Group Survivor Income Plan is an extra-
ordinarily flexible supplement to conventional group life plans.
Because it guararitees a regalar monthly income for survivors.
For specified periods or for life. Not just a lump sum.

The new Survivor Income Plan will greatly increase
the benefits of your existing group life plan. At comparatively
modest cost. This is the kind of benefit that helps attract

good employees—and keep them.

It is also another examplz of Ztna’s leadership in the group
insurance field. Ask your agent or broker for more information
on the newest thing in group life insurance. From the company
that group insures more businesses than any other.

LIFE & CASUALTY

OUR CONCERN IS PEOPLE

A second, the Silver Hawk, is
valued at between $550,000 and
$600,000, and the third the Hul-
da, is valued at about $500,000.

A SOURCE at Hall said: “Now
that the smoke is beginning to lift
it would appear that the damage to
the marine community will be
considerably less than caused by
hurricane Betsy.”

A&P said that the food store
chain “didn’t fare too badly.” It
lost one store in Long Beach, Miss.,
and suffered some water damage
in others. A&P does not carry
either flood insurance or business
interruption coverage.

The Buena Vista, Va., heater
and furnace making plant of
Modine Manufacturing Co., Ra-
cine, Wis., suffered at least a
$200,000 uninsured loss.

Modine bought no business in-
terruption or difference in condi-
tions coverage, according to a
spokesman for the company.

“WE DID TAKE a look at DIC
coverage but decided the risk
wasn’t worth paying the prem-
ium,” he said.

The Buena Vista operation did
not suffer any building damage.
The storm left about three feet of
water in the plant; files, furni-
ture, machinery, raw materials
and product inventory were dam-
aged. ] @

Insurers call Camille

‘narrow but vicious'

GULFPORT, Miss—Insur-
ance adjusters on the scene of
Hurricane Camille called the
storm “narrow but vicious”
and noted that the hurricane
did some freakish damage to
businesses as well as homes.

One rubber company that
maintains retail stores in this
area found that a store located
at the coast was undamaged™i
while another located many
miles inland was totally deY
stroyed.

Field surveyors for one ma-
jor insurance broker found that
the barge of one of their in-
sureds was on firm ground in
the middle of a Mississippi
highway.

Another freakish aspect to
Camille, adjusters said, was
that it seemed to avoid popu-
lation centers and industrial
locations. Most damage was
reported in residential and re-
sort areas of Mississippi, Ala-
bama, Louisiana and the west
tip of the Florida panhandle.

One insurance company
executive sighed, “If I could
have aimed Camille, T would
have sent her just in the di-
rection the storm took because
vast property damage and loss
of life were averted when the
storm missed centers of heavy
population.”
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Nuclear liability pools said to neec greater spread

/

MINNEAPOLIS -— Northern
States Power Co’s $218,000,000
self-insured property program on
a nuclear site near here is definite
proof of its confidence in atomic
power,

The utility’s insurance manager,
John V. Anderson, praised the lia-
bility and property loss record of
nuclear power plants in general
and added that because of intri-

John V. Anderson

cate safety protection, regulations
of the Atomic Energy Commission
and solid construction of plants,
“the nuclear locations don't really
create problems as far as any an-
ticipated losses are concerned.”
He explained that NSP’s Prairie
Island nuclear plant, when com-
pleted in 1974, valued at about
$300,000,000 with fuel, will be in-
sured through the Nuclear Energy
Property Insurance Association
(NEPIA) and the Mutual Atomic

Energy Reinsurance Pools
(MAERP).

Liability for the nuclear hazard
for nuclear power plants licensed
by the Atomic Energy Commis-
sion (AEC) is covered by two
nuclear energy liability insurance
pools made up of the Nuclear En-
ergy Liability Insurance Associa-
tion (NELIA) and the Mutual
Atomic Energy Liability Under-
writers (MAELU). Government
Indemnity is provided over and
above the combined capacity of
these two pools. The Nuclear En-
ergy Industry Program through
the AEC was initiated in 1957
under what is known as the
Price-Anderson Act, passed by
the U. S. Congress for a ten year
period from August, 1957 to Au-
gust, 1967, and renewed for an-
other ten year period from the
latter date.

THE TOTAL NUCLEAR liabili-
ty coverage available, Mr. Ander-
son explained, is $560,000,000 with
the pools providing $82,000,000 of
coverage, the amount of financial
protection required by the AEC
before Government Indemnity in
the amount of $478,000,000 ap-
plies.

Mr. Anderson acknowledged
that the rates for atomic energy
insurance are high to date be-
cause there has not been an ade-
guate spread of risk. There is,
however, an industry-wide credit
plan in effect which provides for
about two thirds of the premium
being returned after ten years
with favorable loss experience for
nuclear energy liability insurance,

Report ignores group

life, health,

WASHINGTON—A Washington
board of trade official said that
recommendations to revamp in-
surance regulations in the District
of Columbia are “in the right
direction,” but he said they “al-
most completely ignore” group life
and health insurance.

Ralph E. Becker, general coun-

sel of the board of trade and
chairman of the Metropolitan
- Washington Board of Trade task
force on insurance, said he fa-
vored many of the changes called
for last December in a reporf to
Mayor Walter Washington, such
as encouragement of group prop-
erty and liability policies.

But he added: “Our laws relat-
ing to group life and health insur-
ance are also outmoded. Group
underwriters should have much
greater freedom to underwrite
any kind of group that they feel
can be successfully underwritten,

exec says

without regard to arbitrary limi-
tations now existing in District
law.”

MR. BECKER said that the
board of trade report has made
some “‘important recommendations
that should be implemented im-
mediately.”

These included a District-fi-
nanced surety company to issue
bonds for contractors who can’t
obtain them in the regular mar-
ket; a competitive rating law; the
expansion of the auto assigned
risk plan to include all coverages;
and new measures to emphasize
loss prevention and other steps.

The original report to Mayor
Washington was made by Herbert
S. Denenberg, professor of prop-
erty and liability insurance at
the University of Pennsylvania’s
Wharton School of Finance &
Commerce. ]

Lawyers who incorporate
gain new employe benefits

DENVER—An insurance execu-
tive advised lawyers meeting here
to incorporate themselves to save
money and to enjoy more ‘“‘em-
ploye” benefits.

Vincent G. Mercer, director of
advanced sales for Continental
Assurance Co., Chicago, suggested
to members of the American Trial
Lawyers Assn. that they could en-
joy fringe benefits if they practice
in states that allow professional
people to incorporate.

“Professional corporations,” Mr.
Mercer said, “open up an entire
spectrum of employe benefits for
lawyers, doctors and other profes-
sional men.”

MR. MERCER told the group
that the lawyers, by incorporating

law practices, would be able to
take advantage of a tax provision
that allows corporations to con-
tribute 15% to 25% of an em-
ploye’s salary to a qualified re-
tirement plan; the contribution
then can be deducted from the
corporation’s taxable income.
Other employe benefits such as
insurance premiums for group
term insurance and medical in-
surance are tax deductible when
paid by the corporation. The re-
sulting tax savings can be used to
pay for other benefits. For exam-
ple, tax savings left in surplus can
be used to fund a purchase-and-
sale agreement in the event one
partner dies, deferred compensa-
tion plans and personal life insur-
ance, Mr. Mercer added, L]

The Profrig lsl‘und nuclear plant of Northern States Power Co., when completed in 1974, will be valued at
$300 million. “The nuclear locations don't really create problems as far as anticipated losses are concerned,
NSP insurance manager John V. Anderson said.

Some facility owners are now re-
ceiving this credit.

The U. S. now has 14 nuclear
plants in operation, 39 more un-
der construction and some 47 or
more in the advanced planning
stage. Mr Anderson is hopeful
that if more insurers agree to join
the insurance pools, more capacity
will be available. Right now, he
said, there are 84 subscribers to
each of the property and liability
pools.

There is no deductible under
the liability coverage, but there is
an automatic $50,000 deductible
on property coverage, which may
be increased to $250,000 if de-
sired. The liability pocls and gov-
ernment indemnity provide cover-
age only for the nuclear hazard,
such as radiation injury. Medical
x-rays, television or high altitude
flights produce more radiation
than one would receive from a
nuclear plant, he ohserved.

ASIM's InsExpo-'70

to hold report contest

NEW YORK—InsExpo—
70 is the name for the Amer-
ican Society of Insurance
Management’s annual con-
ference next year. The meet-
ing will be held in Miami
April 8-10.

As part of the program,
ASIM is considering the idea
of awarding cash prizes to
insurance managers for the
most effective insurance an-
nual reports submitted to
management. Prizes in the
contest would be based on the
reports’ graphics, ability to
communicate and overall ef-
fectiveness.

Ontario turns
down auto

fleet bids

TORONTO—Although mass
merchandising of auto insurance
is gaining wide acceptance in the
U. 8., with more and more insur-
anice commissioners approving the
concept for their states and more
insurance companies looking for a
piece of the action, it has received
a major setback here. '

Gordon Grundy, superintendent
of insurance, has decided Ontario
will retain its prohibition of group
rates for auto insurance that offer
coverage at a lower raie than for
individuals. The prohibition of
what has been called “synthetic
fleet arrangements” is contained
in the Insurance Act of 1935.

“TI have considered all these
submissions (requests for rulings
on the matter, both pro and con)
and have come to the conclusion
that we should not at this time
amend or modify our law in any
way,” Mr. Grundy said.

The superintendent said his de-
cision was made in the interests
of preserving an orderly market. m

MR. ANDERSON SAID that
since the liability pools came into
existance, loss experience has been
practically ‘nil. The cost of gov-
ernment indemnity is $30 annual-
ly per 1,000 kilowatts of thermal
capacity authorized in the license
by the AEC. This premium is paid
by the licensee, Northern States
Power Co.

One factor he attributed to the
good loss record of nuclear power
plants is “the government’s very
exacting and demanding regula-
tions for building and maintain-
ing nuclear power plants.” Mr.
Anderson mentioned such safety
features as rigid control of com-
bustibles,. segregation of materi-
als, thick walls and fire control
through sprinklers, hydrants, hose
lines, stand pipes and other fire
and safety protection. In addition
to these features, multiple barri-
ers, ete., near the reactor, contain-
ment vessel and other areas pre-

clude the accidental release of ra-
dioactivity.

The insurance department acts
as a liaison between the brokers,
the insurers and the various re-

" sponsible departments within the

company. During construction of a
nuclear power plant, property
pools make at least four inspec-
tions annually of the site and after
completion, when the reactor is in
operation, they continue making
regular inspections. The liability
pools make similar scheduled in-
spection tours.

Before a license can be obtained
to construct a nuclear power plant,
the applicant must furnish infor-
mation in the form of safeguards
reports made up in volumes that a
plant of the design contemplated
is absclutely safe for the protec-
tion of the public. In addition, the
applicant must prove that he has

Continued on page 6

Black lung work comp
slows mine safety bill

WASHINGTON—Enactment of
a coal mine safety bill may have
been slowed considerably by the
House labor subcommittee’s deci-
sion to attach a provision to its
bill calling for a workmen’s com-
pensation plan for miners suffer-
ing from black lung disease.

The full Senate labor committee
recently reported out a strong
safety bill that does not differ
materially from the House sub-
committee’s proposal, except that
the Senate panel did not deal at
all with the controversial subject
of black lung workmen’s compen-
sation. Ly

Observers predict the Senate
will probably enact its bill with
few material changes sometime
after Labor Day. But, they say,
House passage of their measure
could be seriously hampered if
the full House labor committee
keeps the subeommittee’s black
lung compensation provision as
part of the bill.

IF THE HOUSE does accept the
entire committee proposal, includ-
ing the black lung compensation
provision, the entire health and
safety issue may have to wait un-
til the Senate acts on the highly
complicated black lung problem,
unless House conferees would be
willing to drop that section of
their bill.

They might be willing to do this
not to delay the health and safety
sections of the bill from becoming
law. But, they would probably
demand a stiff price from their
Senate counterparts in the confer-
ence for such a concession.

This doesn’t mean that the
black lung compensation issue
would die. It is entirely likely
that the Senate committee will be
well down the road to forming
some sort of proposal in this area
by the time the health and safety
bill comes to conference.

The most significant difference
between the House and Senate
committee bills on the safety is-
sues lies with the maximum al-
lowable dust levels in the mines.
The House bill sets the maximum
at 4.5 milligrams a cubic meter of
air six months after enactment of
the bill and three milligrams aft-
er one year. The Senate measure
asks that the three milligram lev-
el be reached in six months,

THE SENATE bill, however,
makes it easier for mines to get
waivers and provides that under
certain circumstances mines could
operate for as long as three years
with dust levels of up to 4.5 milli-
grams.

Both the House and Senate pro-
posals would require operators of
so-called “non-gassy” mines to
install spark-inhibiting eguipment
that is now reguired only in “gas-
sy” mines. The house would allow
only one year to install the spark
inhibiting equipment, while the
Senate would give the mines from
16 months to four years depend-
ing on the type of equipment. L

Gamblers take
flyer on insurance

LONDON—Two gambling
casino owners here are taking
a chance and investing in an
auto insurance company. The
reason, they say, is because it
is getting harder to make
money in casinos nowadays in
the light of the proposed new
gaming legislation and in par-
ticular because of the banning
of the roulette zero. Pheroze
Karani and Borman Gazdar,
who own the Charlie Chester
and the Golden Horseshoe ca-
sinos in London’s West End,
will operate a company called
Competitive Insurance,
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washington watch

Nader, lawmaker launch crusade
against Brown Lung—byssinosis

WASHINGTON—BIlack Lung is
a term that has shaken an ertire
industry to its core. It is an ac-
tion-packed, frightening-sounding
term that accomplished in a few
short years what its synonym,
pneumoconiosis, probably never
would have accomplished—the
task of awakening the American
public, and Congress, to an ex-
tremely unhealthy situation in the
nation’s coal mines. Black Lung is
also a term that a few short years
ago was almost unknown, but that

is now almost as familiar as the
word flu to any American who
reads daily newspapers.

Now there is another term:
Brown Lung. Soon Americans will
be as familar with Brown Lung as
they are with Black Lung. They
will learn all about Brown Lung,
that is, if consumer advocate
Ralph Nader has anything to say
about it.

Mr. Nader was one of the lead-
ers to bring the Black Lung
problem to the attention of the

public, and he is now planning to
do the same sort of assult on
Brown Lung.

BROWN LUNG is a nonmedical
term for byssinosis. It is an occu-
pational respiratory disease of
cotton, flax and hemp workers
that has the same symptoms of
breathlessness, progressive disa-
bility and eventual death as Black
Lung.

According to Rep. Ken Hechler
(D. W. Va.), Brown Lung is also

like Black Lung in that “corpo-
rate political power and allied
medical experts have effectively
suppressed research, knowledge
and regulations to curb cotton
dust and compensation for it.”

A year or so ago, Mr. Nader
apparently decided that the best
way to attack the occupational

_health and safety issue was on a

piecemeal basis. He started out
lobbying heavily for a compre-
hensive bill in this area, but real-
izing that Congress was unlikely
to act on such a proposal at that
time, he switched his efforts to
the coal mine safety fight.

With tahe coal mine safety bill
now in the hands of enthusiastic
legislators and headed for pas-
sage, Mr. Nader has taken up the
Brown Lung fight.

HIS INITIAL venture into the
field was in the form of a lezter to
Health, Education and Welfare
Secretary Robert Finch, outlining
for the secretary the alleged hor-
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Tootsie Roll Industries
enjoys the good taste
of an insurance
package from
Paige
OBrion
Russell _
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Last year Tootsie Roll Industries completed its big move to a new,
highly automated plant in Chicago. With the
vastly increased capacity, lower direct costs
and plenty of room for further expansion, the
future looks sweet. Tootsie Roll’s insurance
calls for packaged protection by...

ATLANTA -

NSURANCE i |

Paige
OBrion
Russell

HARTFCRD + MANCHESTER -+

HOUSTON

/

rors that exist in this area.

“Taking active and retired cot-
ton textile workers together, it is
highly probable that over 100,000
persons are suffering from byssi-
nosis in this country,” the Nader
letter said.

“Yet,” he charged, “the textile
industry has denied repeatedly
the existence of such a disease.”

Mr. Nader said, “The problem
of controlling and preventing bys-
sinosis is not technical but one of
corporate political power. The
technical remedies are known:
better dust suppression techniques
employing hoods, exhausts and air
filtration systems; redesign of
machinery to control dust erup-
tions; greater attention to the
cleaning of cotton; the use of vac-
uums and suction rather than air
pressure hoses to ‘blow off’ looms
—these are some of the changes
suggested by specialists.

“IN ADDITION, careful medi-
cal testing of workers’ respiratory
state and relocation of disabled
workers have long been urged by
the very few physicians and pub-
lic health officers working in this
area.

“The political power of the tex-
tile industry stands in the way,”
Mr. Nader charged. “This power
has no countervailing offsets in the
states. Unions have little accept-
ance in these states’ textile plants;
state laws either do not exist or
are endemically unenforced; the
public health profession has long
been intimidated by the animosity
of the textile manufacturers to
studies of byssinosis. There re-
mains the Federal government to
assume the leadership in develop-
ing a national policy of care for
these unfortunate workers.

“The Department of Health,
Education and Welfare's programs
in occupational health have been
underfunded and under led for
many years. This deficiency was
shown clearly in the ‘black lung’
controversy involving coal mine
operators and workers. I urge you
to avoid a repetition of this weak-
ness in the forthcoming chal-
lenges to the cotton textile indus-
try over ‘brown lung’ diseases,”
Mr. Nader told the Secretary.

The department of HEW is not
unaware of the problem and Mr.
Nader, and the cotton textile in-
dustry, may be suprised to find
more than token support for the
“brown lung” campaign from the
department.

IN A RECENT speech, C. C.
Johnson, head of the consumer
protection and environmental
health service of HEW’s public
health service, spoke of the “com-
fortable illusion” that the depart-
ment had “for years,” that byssin-
osis . . . was not a problem for
American textile workers.”

However, Mr. Johnson, said,
“now, our scientists are discover-
ing that America’s 230,000 cotton
textile workers are also threat-
ened by this respiratory disease.
In one mill, employing 500 people,
12% were found to have byssino-
sis. Thirty percent of the workers
in the carding room had the dis-
ease, In another mill, 26% of the
workers in the carding and spin-
ning room were victims of byssi-
nosis.” a

Ohio rains cause

$4 million damage

The July 4th rain and wind-
storms which swept along the
south side of Lake Erie damaged
at least 7,000 automobiles at a loss
of approximately $4 million, the
Ohio Insurance Institute estimated.
The institute said Ohio-based
companies handled claims for 3,-
456 camaged cars on which the
loss totaled $1.8 million. A
spokesman said most of the losses
were covered by insurance.
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How can you jar your pickles when so many
of your pickle eaters are jarring you?

This is the age of the educated
claimant. He has the advantage because
he operates from a position of surprise.

Products Liability insurance is the
immediate response. But the act of in-
suring doesn’t automatically cool the
problem.

So our researchers set themselves
the job of packaging a program for
elimination or reduction of defects in
manufacturing processes.
| What we wanted
was a practical educa-
tional approach which
would be broad enough
‘to include the major
problems common to all .
manufacturing. But we
also wanted it flexible
enough to permit tailor-

WAUSAUDU v

ing to particular plants and operations.

It took three years of detailed work.
But we got it. '

Our product-control educational
package 1s now wrapped and ready for
delivery. |

To a certain degree, our decision
to take Products Liability outside of in-
surance has been touchy. And naturally
so, once you start dealing with people
instead of numbers. Psychology instead
of accounting.

But we think it’s for
the good. It helps us to
| do our job better. And
| when we do our job right,
that leaves our clients
free to do their job right.
- That’s the Wausau
Story.

Employers Insurance of Wausau

We think insurance
ought to work
for a living.
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Civil rights liability not covered
by conventional policies, says lawyer

DALLAS—Civil rights liability
awards—at the same stage as
products liability litigation 2§
yvears ago—would not be covered
under conventional insurance pol-
icies, according to a Lincoln, Neb.,
attorney.

The standard comprehensive
general liability policy and the
owners, landlords and tenants
cover “are not clearly and ob-
viously designed to cover all lia-
bilities under civil rights acts,”
John R. Baylor told a meeting of
the American Bar Assn. here.

The CGL coverage is for “bodi-
ly injury or property damage . . .
caused by an occurrence,” Mr.
Baylor explained. Occurrence, he
said, is defined as “an accident

. which results . . . in bodily
injury cr property damage neither
exrected nor interded from the
standpo:rt of the insurec,” he
said. Bedily injusy includes ‘sick-
ness or d:sease.”

“ONE'S PRELIMINARY re3sc-
tions would ke that a statutory
vio.azion would have to be eitzer
expected or .ntended or beth by
the insurad; and that the result of
most ¢civil rigkts vio ations neit-er
woald amount 0 a sicknass or
diszase, much less a bodily injury,
nor would it invo.ve injury to

tangible, as distingu:shed from in-.

tangible property,’’ Mr. 3aylor
commer.t=d.

Coverages, he saiZ, are “consid-

srably broadenec” by a standard
endorsement to the CGL provid-
irg coverage for:

« . . . damages beczuse >f inju-
Ty . . . ar.sing out 2f one or more
of the following offenses: (a)
false arrest, deteniior. or impris-
onment o> malicicus pros=scution;
(b) the publication or uiterance
of libel or slander -r cf other
defematory or disparaging material
or a publication or utterance in
violation of an individual’s right
of privacy . . .; {c) wrongful en-
try or eviction cr other invasion
of the right of private occupan-
Cy-):

In scme states, Mr. Baylor add-
ed, the approved fcrm of this
standard endorsemert ezpressly

excludes statutory civil rights lia-
bilities, “alttough this exclusion
may 5Se limited by a further en-
dorsement adding racial discrimi-
nazion as a scheduled risk.”

Mr. Beylor held that “an insur-
er’s undertaking of the defense to
a civil rights action for damages
is an even rmr.ore necessary, desir-
able and marketable coverage
than is izs urdertaking to pay the
damages which may be assessed.”

THE MOST important part of
the endorsement, according to the
atorney, is he exclusion ¢f “in-
jury arising cut of the willful vio-
latior of a penal statute . . . com-
mitted by or with the knowledge
or consent of any insured.”

Sirce -he antidiscrimination pro-
visions of th2 Civil Rights Act of
1364 regarding employment and of
the 1968 act ~egarding housing are
penal and since damages dare not
awarded unless “the court finds
that the respondent has intention-
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to listen to you at C
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ally engaged in . . . an unlawful
proactive,” Mr., Baylor concluded
that both “defense of an action
under either act and the payment
of damages awarded in such ac-
tions are outside the coverage of

Continued on page 24

Nuclear . ..

Continued from page 3

the engineering capacity and fi-
nancial responsibility demanded
by the AEC.

NSP’S MONTICELLO nuclear
plant, scheduled for commercial
operation in May, 1970, is being
built by the General Electric Co.
on a turn-key basis. GE is now
providing the builders’ risk during
construction in the conventional
market unti] about November 1,
1969, when fuels arrive at the site.
At this time the property risk will
be placed with NEPIA by GE and
then turned over to NSP when
completed and ready for commer-
cial operation.

Nuclear Energy Liability Insur-
ance and Nuclear Energy Property
Insurance is placed through local
brokers with the pools covering
these risks.

Mr. Anderson, whose official
title is general superintendent of
insurance and property protection,
negotiates and places all NSP's in-
surance, except employe benefits.
NSP's service area comprises the
Twin City metropolitan area and
parts of Minnesota, Wisconsin,
North Dakota and South Dakota.

Comprehensive general liability,
including automobiles, is carried in
a substantial amount with a size-
able deductible for the utility’s
legal liability in the four states in
which it operates. Under this gen-
eral liability program comes the
fleet of trucks maintained by NSP.
About 800 employe-owned auto-
mabiles are insured by the com-
pany onh a reimbursement basis.
About $450,000,000 of insurable
values in the NSP system is cov-
ered under a blanket fire and ex-
tended coverage policy.

MR. ANDERSON POINTED out
that in Minnesota, NSP is con-
sidered about the largest purchaser
of boiler and machinery insurance
and it includes such items as fired
pressure vessels, boilers and steam
turbines. NSP believes in preven-
tive maintenance and as a result,
schedules overhauls on large turbo
generators and boilers to check for
wear. This program pays dividends
in greater continuity of service,
fewer claims with the insurance
companies and costs less money
for insurance.

Mr. Anderson’s staff consists of
four male assistants and two sec-
retaries in Minneapolis. Their pri-
mary duties consist of handling
workmen's compensaton, investi-
gating and adjusting all types of
claims, industrial security work
and reviewing legislative bills that
would affect the insurance pro-
gram as well as other related
topics.

Some of the other insurance car-
ried by NSP includes workmen’s
compensation and employers’ lia-
bility, longshoremen and harbor
workers insurance, directors' and
officers', electronic data proces-
sing, crime coverages, errors and
omissions, aviation insurance and
various types of marine coverage.

Mr. Anderson, who has a law
degree and is admitted to the bar
in Minnesota, first went to work
for an insurance company, then
joined the FBI and in 1941 went to
work for NSP. During his career
with NSP he has served on various
insurance committees of the Edi-
son Electric Institute (EEI) and is
presently active on the EEI Nuc-
lear Insurance Subcommittee, He
is also active in the local chapter
of the American Society of Insur-
ance Management (ASIM) as well
as other organizations. =



“Help! Help! Whiplash!”

Five seconds ago, you felt nice and secure about your
business insurance, didn’t you? Comfortable. Protected.
_Cared for. Just like the ads and booklets said.

Yet let something really wild happen and that fat, cushy
liability limit suddenly looks like chicken-feed.

Which isn’t too strange under the circumstances. Because
a nice, neat insurance policy with all that prissy syntax all but
presupposes a nice, neat, prissy, claimant.

So what you really need at the moment is not a nice, neat
policy but a nice, not-so-neat insurance company. A company
that knows when it’s best to unbend a little —in spite of

what the procedure manuals say.

For instance, one of our specialties at Consolidated is
the judicious use of friendly dissuasion. Such as curing a stiff-
necked claimant’s battered dignity with a good-looking
Swedish masseuse instead of money.

Another is our decidedly unfriendly attitude toward

what causes claims in the first place. 'l
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When you need a company
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Because it takes both — deft claims handling and gung-ho
accident prevention—to keep policy holders secure, loss-
ratios stable and underwriters open to applicants who aren’t
worth a fortune in premiums,

Of course, you also have to be willing to get labeled as a
hard-nosed insurance company.

But that’s our problem—and your unwritten insurance
that we’ve got a lot more than a policy going for you.

Consolidated Insurance Companies
345 Adams Street, Brooklyn, New York

Not just a policy.
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Arch, Lloyd's offer strike coverage

WASHINGTON — Construction
strike insurance, once as uravail-
able as fire insurance in an incin-
erator, is now being offered
through a Bermuda-based Lloyd’s
of London syndicate, thanks to the
efforts of Associated General Con-
tractors, a construction trade group
headquartered here.

AGC, developer of the package,
has turned the program over to
Arch Insurance Co. Ltd., which is
now accepting applications for the
insurance from contractors and
subcontractors. Policies issued on
applications received and ap-
proved on or before Oct. 31 will
become effective Jan. 1, 1970,
with first claims payable after
July 1, 1970.

STRIKE INSURANCE, in the
meantime, has become a key issue

blocking settlement of a labor dis-
pute which has paralyzed most
Southern California construction.
Striking AFL-CIO Operating En-
gineers Local 12 seeks to prevent
such policies contending that they
are, in effect, “government sup-
ported” because they can be pur-
chased as a tax-deductible policy.
Also, the union says, insurance
premiums “are recoverable as a
business expense under govern-
ment contracts.” (In the industry,
it is generally believed that strike
insurance will give management a
decided economic advantage over
striking unions.)

COST OF THE coverage depends
on the amount of irsurance obtain-
ed, which is in the “orm of daily in-
demnities ranging from $300 to
$120,000. The daily indemnity will

be payable for each construction
day a project is interrupted by a*
work stoppage, whether it is on or
off the -ob. '

A WAITING period of 10 days
has been set, howevar, and no
more than 60 daily indemnities
will be paid in any policy year,
Annual premiums for the cover-
age fall in a range from $900 to
$120,00C.

The premium rates, according
to the insurer, have been set on a
“conservative basis in the hoge of
reductions in future y=ars, de-
pending on strike trends.”

Policizs will be issued by Arch
on a five-year basis, with the in-
sured having the option szch year
of incrzasing his coverage subject
to certain limits. He cannot de-
crease it, however. L]

Every year there are more retired people. And every year
their employers are faced with the dilemma of what life
insurance protection — if any — to provide these valued

employees after retirement.

Group term life insurance offers one solution. Coverage
goes on although advancing ages produce a rapid increase
in cost for employer and employees too, if the plan is

contributory. :

Then, there's this new concept in group life insurance.
NWRNL calls it Extra Group Ordinary—EGO for short
because it provides values and protection that belong to

the individual permanently.

EGO is a practical means for an employee
to finance his post-retirement protection dur-
ing productive working years. It enables the

NORTHWESTERN NATIONAL LIFE INSURANCE COMPANY

20 WASHINGTON AVENUE SOUTH « M NNEAPOLIS, MINNESOTA 55440

(0 0101 8
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EXTRA GROUP JRDINARY
T

employee to accumulate an amount of paid-up life insur-
ance by age 65 or at retiremerit. This obviates the need for
an employer to continue costly term insurance and helps
stabilize future group insurance costs by eliminating the
inevitable increase in term rates at the older ages.

As an exceptional fringe benefit EGO is available to em-
rloyees without evidence of insurability, at rates which
compare favorably with amounts charged for permanent
I:fe insurance purchased on an individual basis. And if
cesired, they may continue protection after retirement at
a rate based on their age at original issue.

Write for a copy of the EGO Primer on your letterhead.
It will tell you how you can cross the retirement
bridge before you coms to it!

Info for Buyers offers ma-
terial that Business Insurance
believes will be of value to
its readers. The complete
name and address of each sup-
plier of information is listed
so that readers can write di-
rectly to the publisher, simply
saying that they saw the item
in Business Insurance.

Readers are invited to sub-
mit items for inclusion in this
column. A sample of the lit-
erature should be sent to:
Info for Buyers, Business In-
surance, 740 Rush Street, Chi-
cago 60611.

e The Shredmaster Corp., 891 S.
QOcean Ave., Freeport, L. I, N. ¥.
11520 offers a free folder, Record
Retention Schedule, graphically
showing the minimum periods
that business records must be re-
tained for government and busi-
ness parposes. Also offered is lit-
erature explaining how to destroy
obsolete records quickly, quietly
and efficiently.

e The thirteenth edition of Fire
Protection Handbook has just
been published by the National
Fire Protection Assn. Each of the
117 chapters has been exhaustive-
ly reviewed by experts in the spe-
cific subject dealt with and up-
dated to incorporate the latest fire
experience, research and technical
developments. The illustrated
bock is divided into 20 sections,
which give a progressive under-
standing of fire and its control.
Among additions to the current
book are an entire new section on
industrial and manufacturing pro-
cess hazards and a table on state
and provincial fire laws. The book
is available at $22.50 from the as-
sociation at 60 Batterymarch St.,
Boston, Mass. 02110. Discount
prices apply to orders for six or
more copies.

e Firehold “10” is a fire-retard-
ant, intumescent paint, bearing
an Underwriters Laboratories la-
bel certifying a flame spread of
10. It is manufactured by the Deb-
evoise Co. Firehold “40” is also
available, for Class B specifica-
tions, as is Firehold Misty Clear,
which is intended to provide
higher abrasion resistance when
used over either of the pigmented
products. Color card and technical
information may be obtained by
contacting David R. Minkoff at the
company, 74 20th St., Brooklyn,
N. ¥, 11232,

e ESB Inc. has announced an
improved line of air hoses and
fittings for regpiratory protection
equipment. The line is approved
by the U. S. Bureau of Mines. The
new hose is green, the accepted
color for air and oxygen, and has
a cover of synthetic rubber to
resist oil, abrasion and weather. It
is available with pre-fitted cou-
plings and clamps already in-
stalled. For further information,
contact the merchandising man-
ager, Willson Products Div., ESB
Inc,, P. O. Box 622, Reading, Pa.
19603.

¢ A 18mm film with sound and
color, Testing—Requisite for Fire
Safety, has been released by Un-
derwriters’ Laboratories Inc. The
17%-minute story is based on the
interdependence of architects,
building inspectors, contractors,
insurance interests, testing labo-
ratories and manufacturers. The
film is available without charge,
but must be ordered at least six
weeks in advance. Contact Rich-
ard Aleskow, Underwriters’ Lab-
oratories Inc, 207 E. Ohio St,
Chicago, I11. 60611.

e Produced by the Fire Protec-
tion Assn. London, The Nature of
Fire provides basic facts about
fire and its control. Behind the
film is the idea that if people
know ‘what fire is, they will more
readily know how to avoid the
acts which lead to fire. Drama-
tized situations and laboratory
demonstrations illustrate the
points made. To purchase the 19-
minute film (cost is $140) write
Publications Dept., National Fire
Protection Assn., 60 Battery-
march St., Boston, Mass. 02110,
Checks should be made payable to
NFPA. For information on rent-
als, contact the association.

e How 325 Companies Control
Their Group Insurance and Pen-
sion Costs is a survey of current
policies and practices which rep-
resentative companies are using
to increase the effectiveness of
their group insurance and related
employe benefits. Emphasis is
placed on cost reduction tech-
niques. The survey may be exam-
ined on an approval basis and is
priced at $39.50 per copy. Write:
Dartnell Corp., 4660 Ravenswood
Ave,, Chicago, Ill. 60640.

e Ten Ways to Increase Profits
with Concord Closed-circuit Tele-
vision Systems is an illustrated
brochure depicting the use of sur-
veillance systems for security
measures and theft prevention.
The information is free by writing
Concord Electronics Corp., 1935
Armacost Ave., Los Angeles, Cal.
90025.

e Defense Research Institute.
What it is . . . What it does . . .
What it needs . . . is a free bro-
chure available from the DRI,
1212 W. Wisconsin Ave., Milwau-
kee, Wis. 53233. It discusses these
three facets of the organization
and also includes a list of repre-
sentative publications the DRI has
released.

e The principal aspects of the
A. G. Becker & Co. Inc. funds
evaluation program are summar-
ized in a 28-page, illustrated book-
let. Measuring Performance of
Corporate Pension and Profit-
gharing plans explains why and
how investment performance is
measured and ends with a ques-
tion-answer section. Copies are
available from A. G. Becker & Co.
Ine. offices in Chicago, at 120 S.
LaSalle St., 60603, and New York,
at 60 Broad St., 10004.

e Hundreds of lives are lost
every year because families have
no way of escaping from their
burning homes. Nearly all of the
tragedies could have been pre-
vented if there had been rehears-
als on how everyone was to get
out of the house in case of a
fire-at-night emergency. Reports
indicate that most lives are lost
because of bewilderment, fear and
panic. The Institute for Safer Liv-
ing has published If Fire Breaks
Out at Night. The pamphlet,
which discusses practices and
drills, is suitable for use as an
employe handout and is available
free from the institute at Ameri-
can Mutual Liability Insurance
Co., Wakefield, Mass. 01880.

e Contelco-Guard, an alarm unit
designed by Continental Tele-
phone Supply Co. Inc.,, 17 W. 46th
St., New York, N. Y. 10036, offers
three-dimensional protection
against fire and break-ins. An op-
tional emergency dialer silently
dials the proper authorities with
pre-recorded emergency mes-
sages. For more information on
the device contact the company.
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e Alexander International, a
professional service organization
providing coordinated advisory,
actuarial, banking, investment,
and administrative services in the
international employe benefit
field, has released an explanatory
brochure describing its principles
and services. Information also in-
cludes a list of the board of direc-
tors and backgrounds of the board
members. For a free copy, write
Alexander International at 225
Broadway, New York, N.Y. 10007.

e A detailed four-page article,
reprinted from Journal of the
American Society of Safety Engi-
neers, explains How the Loss Pre-
vention Consultant Can Serve
the Safety Professional. The arti-
cle, written by John Gausch,
principal consultant, risk manage-
ment department of EBS Manage-
ment Consultants Inc., also con-
tains a chart illustrating the scope
and functions of the professional
safety position. Copies are free
by writing EBS at 100 Church St.,
New York, N.Y. 10007.

e Alexander & Alexander has
released a booklet describing their
firm and its services, A Complete
Irsurance Service for Business, 16
pages, points out that of all busi-
nesses forced to close their doors
because of fire or other disaster,
more than “43% fail to re-open—
despite adeguate property insur-
ance coverage,” and comes to the
conclusion that “obviously, the
standard forms of property insur-
ance are not always sufficient to
give companies the protection they
need.” Complementary copies are
available by writing the corpora-
tion at 225 Broadway, New York.
N.Y. 10007.

¢ Robot Industries Inc., 7041 Or-
chard, Dearborn, Mich. 48126, has
released an eight-page catalog de-
scribing a variety of safety gates.
Specifications, applications and
outstanding features of each model
are discussed.

e The Machinery and Allied
Products Institute has published
Directors’ and Officers’ Liability
Insurance . . . Some Management
Considerations. The item reviews
in general terms the source and
nature of the liabilities of corpo-
rate directors and officers, corpo-
rate indemnification arrange-
ments, some pertinent public poli-
¢y considerations and available
liability insurance. The publica-
. tion is available to MAPI member
companies at $1 and to nonmem-
ber companies at $2 by writing
MAPI at 1200 Eighteenth St
N.W., Washington, D.C. 20036.

e Three informational items are
available from the Council of
Profit-sharing Industries, 29 N.
Wacker Dr., Chicago, Ill. 60606,
COPSI describes the three basic
services of the council: legal and
legislative, communications, tech-
nical. Profit Sharing and How It
Can Help You! details the
growth in the number of U.S.
profit-sharing plans, reasons be-
hind this increase and its effect
on the national economy. Setting
Forth Some Essential Facts to
Consider either in Reviewing an
Existing Profit-sharing Plan or
for Establishing a New Plan is a
12-page worksheet prepared by
the council and can be adapted
for use by any business. These
items are free on request.

e 50 Answers That Help You
Get to Know Your Life and
Health Insurance Coverage is a
free pamphlet published by the
Bankers Life. Types of life insur-
ance are explained as a prelude to
the 50 questions, which apply to
individually owned and group in-
surance policies. Write the com-
pany public relations division at
711 High St.; Des Moines, Iowa
50307,

Giles on the law

Scare from falling wall brings award

By JOHN W. GILES
Attorney-at-law

WASHINGTON—In medieval
times, when the walls of the city
began to crumble, one ~an for a:s
life and was lucky to survive. You
might be scared half to death, but
there was no one to sue.

Today in Minnescta, things are
different, The plaintiff was shco-
ping in a department stcre. An
explosive noise from tke exter.or
of the store called her attention to
a falling wall on the premises next
door.

The wall did collapse &nd the
plaintiff became panicky, thinking
that the - building she was .n
would also collapse. Nothing
touched the person of the plaintiff

but some dust. However, her
fright was so severe that her doctor
put her into the hospital for several
days.

AT THE TRIAL, her docto- tes-
tified that the emotional shock of
the falling wall had caused per-
sistent pains in her head, back
and legs ard she aad become
moody and introspective. The
doctor testified chat this concition
had persisted over a period of
four years.

The defendant contractor d:d
admit that the wall was not ade-
quately secured by sufficient lzi-
eral support. But the suprere
court of Minnesota allowed recov-
ery. It said that physical impzct is
not necessary, s long as the de-

fendant was n=gligent. It found
sctual injury from the plaintiff’s
frigt:t, and negligence on the part
cf the defendant,

Building a wall in Minnesota is
risky business without adequate
instrance protection. (Okrina et al
v. Midwestern Corp. et al. Su-
preme Court of Minnesota Feb. 7,
1969 )

WS

IF YOUR SUPERMARKET
gracrously helped you carry out
your groceries ¢ your car for
years, and then one day the vol-
untary service stopped, and you
fell ‘with your bag of groceries,
and were injured. could vou re-
cover against the supermarket?

“No,” says the supreme court of

Ilirois, in spite of the lower
court’s. ruling in favor of recov-
ery.

The fact that a merchant

voluntarily provided carry-out
service for his customers, abscnt
eonditions giving rise to an unrea-
screble risk to a customer who
czrried out his own purchases, did
not create a duty on the merchant
ic continue to provide such serv-
ices.

Secondly, under the facts, the
jury should not have been al-
lowed to find that carrying gro-
ceries from defendant’s store to
the parking lot involved a risk to
the susfomer, sufficient to require
the defendant to provide carry-

Continued on page 20
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Leonardo da VYinci, acknowl-
edged by many as the most
versatile genius of all time,
combined his artistic talents
with his knowledge of physics
and mathematics to prédute
over 150 detailed drawings of /4
flying machines . . . all forgot-
ten for centuries, but recog-
nized now as the earliest
precursors of the science of
aeronautical engineering.

USAIG, America’s first air-
craft insurance group, provid-
ed the aviation industry with the
financial stability needed to
change Leonardo’s visionary
concepts into everyday expe-
rience. Today, after 40 years
of continuous operation, USAIG
services and facilities are as
extensive and progressive as
the industry we serve.

United Stotes Aircraft Insurance Group

2

I{’, :7. %
1

Managed by United States Aviat en Underswriters, Inc., 110 Wi liam Street, New Yark, . Y. 10038/ F ead of Leonardo da Vinci made especially for JSAIS by sculpter Jack Gregory.

" .ui.
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ondon line

Airline jet captiv

e delay

pleases

British, who say they can fill the bill

LONDON—British insurers are’
pleased at the delay in setting up
a captive company to cover risks
on world airlines. They are satis-
fied they can meet any needs
through traditional markets and
that this will become clear enough
to airline operators.

" Postponement of the Interna-
tional Air Transport Assn. scheme
was announced by Sir Giles
Guthrie, chairman of the new
company Air Transport Insurance
SA, which will be run from Lau-

sanne, Switzerland.

He promised it would now start
operations on Jan. 1, 1971. But
Lloyd’s underwriters are pointing
out that it must have hit unex-
pected problems as it was be-
lieved it would initially start this
fall, and at the latest next Janu-
ary. They expect there will have
to be much jumbo jet insurance
placed in the coming months that
they can satisfy.

Intention of the world airlines’
captive is to write 40% of the

necessary cover itse_lf,' and 'place
the rest through normal markets.

£ * *

PROSPECTS FOR new insur-
ance business are rated high in
the latest assessment of Mercury
Insurance Holdings, Ltd., a Ma-

jor British-based group with its:

world-wide interests: wkich: cover
twenty-five active offices in lead-
ing countries: .

Ten -of them are in the U. S,

including two opened last year in
Florida and Massachusetts, and
commission earnings increased by
20% over 1967.

But the big problem facing in-
surers is capacity, according to
Mercury chairman G. J. Stewart,
who reports:

“EXISTING MARKETS are
frequently incapable of absorbing
the ever increasing demands of
industry, and something has to be
done urgently if London is to re-

* tain its prominence and leader-

ship in the insurance world.

“The committee of Lloyd’s is
grappling effectively with this
problem by expanding member-
ship, and our group will also play
its part.

“Accounts of most international
insurance brokers over the last
few years have reflected the tre-
mendous expansion created by
the world-wide construction and
development programs on land,

Now you see it.

Now you don’t

Less-than-the-best comp liability can be costly. So, we

suggest the best: Unigard Comprehensive Public Liability.

Unigard offers that extra margin of protection, without
the extra premium charge. Unigard Comprehensive Public

Liability coverage can be made a part of a custom program

or combined with a business package policy.

Look at your present coverage. Call a Unigard Agent.
Chances are, he can offer you more of everything. For less.

Unigard

Insurance Group

Northwestern Mutual Insurance Company
Unigard Insurance Company

Olympic National Life Insurance Company
Home Offices, Seattle, Washington

sea and in the air which have
been taking place during that
time. Although measures have
been taken by many- governments
to dampen down the economy, 1
still foresee a considerable flow of
new business.”

His group operates in Ameri-
ca, Canada, Britain, Australia and
in such places as New Guinea,
Caribbean, Germany and Leba-
non, and is still looking for fresh
sources of production.

But its $4,250,000 profit last
year included only $500,000 from
direct underwriting, and most of
it came from the $3,750,000 trad-
ing profits of its widespread brok-
ering and underwriting agencies.

Mr. Stewart warned: “It will
take a long time to restablish
profitability from underwriting
alone.”

L] L] *

PLANS TO RAISE the liability
ceiling for airline accidents to
$83,000 are being actively studied
by world airlines through the In-
ternational Air Transport Assn.

This is ten times the present
limit accepted under the Warsaw
Convention of 1929, which is ob-
viously out-of-date in its. ap-
proach to both passengers and
cargo-shippers.

The new scheme will be debat-
ed this fall by world airline rep-
resentatives, who also suggest
that baggage liability for passen-
gers be raised to $830 per individ-
ual. Any individual claims will, of
course, be assessed on a pro rata
basis in the light of the new max-
imum compensation levels. Pas-
sengers can take out private ex-
cess insurance to reach a higher
figure if they wish.

* * ]

THE CRIME RATE is on an in-
crease in Britain, with more people
falling victim to serious assaults
and thefts. In the first six months
of this year, violent offenses in
London have gone up by 24%
compared with 1968, and in the
rest of Britain by nearly 20%.

Top police officials now esti-
mate that there is a serious crime
ocecurring every 25 seconds of the
day somewhere in the nation.

* * ®

RIOTS IN Northern Ireland,
where Ulstermen are facing civil
rights actions,. are likely to lead to
increased premiums for business
firms seeking new cover for their
premises.

But as most British insurance
firms already exclude riot risks in
that area, as well as in Eire, from
their policies unless special cover
is sought, they do not expect to
lose much money over incidents so
far this year.

* « *

LLOYD’'S underwriters granted
an insurance policy to British
medallion maker Tremayne Rodd
to cover the costs of making
$100,000 worth of silver Apollo 11
medals while the space-men were
on their way to the moon.

"Mr Rodd negotiated a premium
through Lloyds broker H. G. Po-
land Ltd., of London, against any
risk of delay or change of plan in
the flight.

Underwriters in London had
previously issued a $75,000 policy
to cover Britain’s trans-Arctic ex-
pedition in its trek across the
North Pole. L

Change plan name

The name of the Assigned Risk
Plan has been changed in Alaska
Arizona, Idaho, Montana, Nevada
New Mexico and Utah to Auto-
mobile Insurance Plan. In Cali-
fornia it will continue as As-
signed Risk Plan because the plar
is statutory and a name change
would require legislative action.
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following the funds

Pension fund stock purchases
have 'terrific impact’ on

CHICAGO—Because of a grow-
ing emphasis on performance,
pension funds in the U.S. have
begun fo trade stocks much more
actively, according to the August
issue of Business Conditions, a
monthly publication of the Federal
Reserve Bank of Chicago. And the
result has been a terrific impact
on the securities market.

In the past 10 years, according
to the review, turnover has risen
from 24% of sales to 56% of sales.
The magazine states that in the
same time period mutual funds
turnover has risen from 60% to
more than 90% of sales.

The article goes on to point out
that pension funds are buying
from a strong position because
ligquidity requirements are amply
met by current contributions. This
means, in effect, that even though
the market has been in a general
decline in the first three quarters
of 1969, pension funds have not
been required to sell. Mutual
funds, on the other hand may be
required to sell in order to satisfy
redemptions. For example, the
huge Manhattan Fund has sold
enormous holdings honor redemp-
tions.

IN ITS LENGTHY, in-depth re-
view of the private pension sys-
tem, as well as state and local
government, trusteed, insured and
the new self-employed pension
funds, the review states that these
funds have been growing about
12% annually.

“Since only a small portion of
the people are retired and draw-
ing benefits currently, annual
payments into the funds substan-
tially exceed disbursements, and
the fund’s assets continue to in-
crease rapidly,” the article states.

The market value of common
stocks in trusteed funds is almost
50% greater than the purchase
price as reflected in book wvalues,
according to the article. Common
stocks in trusteed funds accounted
for 50% of the book value and
63% of the market value at the
end of 1968. Bonds, on the other
hand, were 23% of the total market
value, down from 42% 10 years
ago.

“In the late 1950’s, about half of
all the new investments of the
noninsured funds were in stocks,”
the article states. By 1966, this
had risen to 61% and by 1968 was
up to 75%. In terms of growth,
90% of the rise in market value
of assets has been accounted for
by common stocks.

IN A COMPARISON of 1960
and 1968 assets of private nonin-
sured pension funds, the Federal
Reserve Bank of Chicago points
out that the book value of U.S.
government securities has dropped
from $2.7 billion to $2.6 billion,
corporate bonds have risen from
$15.6 billion to $26.2 billion, pre-
ferred stocks from $.8 billion to

Ammonia detector

The apparatus controls division
of Honeywell Inc., Minneapolis,
has introduced a new ammonia
detector that it says is ten times
more sensitive to ammonia vapors
than the human nose. Designed
for use in refrigerated food ware-
houses, the detector guards against
damage to product and danger to
personnel, the company stated. The
device can spot ammonia leaks
even in the low-oxygen atmos-
pheres used for fruit storage,
Honeywell said.

$1.3 billion, common stocks from
$10.7 billion to $40.4 billion and
mortgages from $1.3 billicn to $3.9
billion.

As a percent of total assets, the
book value of corporate bonds
went 48% to 33%, govarnments
from 8% to 3% but common stocks
rose from 32% to 50% during the
period 1960 to 1968.

In market value, during the
same period, corporaie bonds
went fromr. 40% of total assets to
23%, and common stocks, on the
other hand, rcm 43% to 94%. In
effect this means that mach of the

market

grewth in pension funds has come
as z result of ‘the bullish market
of the 1960’s,

One of the most important points
breughkt out in the Federal Reserve
Bank arficle is the fremendous ef-
fect inst:tutional investors such as
pension funds have on tae market.
Tha effect comes in two ways—the
net puschases of stocks and the net
volume,

INSTITUTIONS NOW account
for abouz 10% of all stock trading
on registered exchanges, up from
24% in 1960, the article states.

Net purchases of common stock
by state and local governments
pension funds alone in 1968 were
as large as purchases by life com-
panies. In the 12-month period
ending March 31, 1969, the 100
largest state and local pension
funds increased their stock hold-
ings by $1.2 billion, about the same
as the life companies.

Noninsured pension funds have
purchased $24 billion of stock net
since 1961 and almost $6 billion in
1968. Mutual funds were net pur-
chasers of $8.3 billion since 1961
and $1.6 billion in 1968. Proper-
ty and liability insurers purchased
about $1 billion of stock last year.
Individuals, on the other hand,
have been net sellers, selling al-
most $12 billion in 1969, and have
been net sellers each year since
1968.

Private noninsured funds are
the largest institutional holder
with about $60 billion of stcck, as
compared with private holdings,
which includes foundations and en-

dowments or total holdings of $825
billion or more than 80% of total
corporate stock outstanding.

FROM THE END of 1968 to
mid-1969, average common stock
prices have been off about 7%,
indicating a drop in the value of
individual holdirigs off more than
%50 billion. Noninsured funds were
off about S4 bill:on,

The Federal Reserve Bank con-
cludes: “Pension fund managers,
striving for perfcrmance, may not
always be net buayers of stock in
falling markets as they have been
in recent years. Along with mu-
tual funds, they may attempt to
build cash positions when market
prospects appear unfavorable and
thereby help to validate these
prospects.

“It places a heavy responsibility
on pension plan trustees, and
their investmeni decisions may
have even greater impact on capi-
tal markets in the 1970s than in
the 1960s.” 8

Workmen's Compensation * Fire * Liébilitv * Crime

! “That’s right -
| 30 years with American Mutual! We've
always liked the way they do business
and the way their local people keep trying
to improve our insurance protection and
reduce our costs — and usually succeed 3

Ralph Mattick, President ‘
General Metal Products Company
St. Louis, Missouri

Group Insurance * Auto * Home ¢ Life < Accident ar[g Hegl'{h
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Let the
builder beware

n examination of the late decisions on the liability of a builder-
A_vendor who sells a new home indicates that the doctrine of “let
the buyer beware,” long used by the courts in such transactions, is
disappearing from the law. The assembly line production of houses on
tracts owned and developed by individuals and corporations began
shortly after World War II and has continued unabated up to the
present time.

Today, when the seller of a house is also the builder, he is by the
weight of modern authority held liable for damages and injuries
oceurring after the surrender of title, on one or more of three theories:
(1) implied warranty; (2) an imminently dangerous condition caused
by negligence in construction; and (3) concealing or failing to disclose
to his buyer any condition that involves unreasonable risk to persons
on the land, if the buyer does not know or have reason to know the
condition of the risk involved, and the seller knows or has reason to
know of the condition and has reason to believe that the buyer will
not discover the condition or realize the risk.

It is clear to the courts that the old rule of “let the buyer beware”
does not satisfy the demands of justice in such cases; that the purchase
of a new home is not an everyday transaction with the average family
and often involves the life savings of the buyer, and to apply the rule
of “let the buyer beware” to such an inexperienced, one-time buyer, in
favor of a builder who is daily engaged in the business of building and
selling houses, would be manifestly unjust.

Bearing this in mind, it hardly seems necessary to point out that the
builder-vendor today needs as much insurance protection as he can
afford. California is one of the leading states that has decreed recovery
for defects in new homes. Sabella v. Wisler, 377 Pac. 2nd 889 involved
a new dwelling built upon filled land. In Texas, we find Humber v.
Morton, 426 S.W. 2nd 554, in which the court said that the law raised
an implied warranty on the part of the builder-vendor of a new house,
that the house was constructed in a good workmanlike manner and was
suitable for human habitation, and that the rule of “let the buyer be-
ware” had no application to a new house by the builder-vendor. This
case involved loss by fire allegedly caused by a defective fireplace and
chimney.

Some courts have applied the rule of strict liability in tort and in
some cases have held the builder or other seller of a new home strictly
liable. One such case is State Stove Mfg. Co. v. Hodges, 189 So. 2nd
113, a Mississippi case, where the builder incorrectly installed a
temperature valve in the hot water line instead of in the cold water
line, when installing the hot water heater in the new home sold to the
plaintiff. This caused the temperature to build up and the heater to
explode, with loss of the house and all the personal property in it.

Another such situation occurred in New Jersey where a child of the
buyer’s tenant was scalded by hot water drawn from the faucet of the
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PENSION FUNDS:
Major purchasers of corporate stock
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Noninsured pension funds have purchased more than $24 billion of
stock net since 1961, and almost $6 billion in 1968 alone. These pur-
chases of corporate stock mean that noninsured pension funds have in-
creased net purchases during the past decade by more than any other
group of stock market investors. For more information about investments
of pension funds see Following the Funds on page 11.

Source: Securities and Exchange Commission

bathroom sink, because of the builder-vendor’s failure to install a
mixing valve on the boiler to lower the temperature of water used for
domestic purposes. Schipper v. Levitt & Sons., Inc. 207 At. 2nd 314.

Not only does the builder-vendor of new homes need adequate
insurance protection, but he might well astempt to avoid in the
contract or the deed clauses pertaining to the quality, condition or
fitness of the dwelling. If this is impossible, he may well include a
limitation of the time for which the covenants or warranties are given.
It is suggested that one or two years would be reasonable. As far as
the contract of sale is ccneerned, the seller may well insert a clause to
the effect that no terms, conditions or preliminary negotiations of the
parties survive the accertance of the deed or the title closing.

Delving into the complexities
of life, health benefits

o trace the current trend of group life and health insurance

benefits, Business Insurance on November 18 will publish a special
emphasis issue with a number of feature articles that well delve into
the complexities of group life and health insurance benefits.
billion. More than 73 million persons are covered by group life
insurance at an aggregate annual premium ¢f more than $3.9 billion.
The wvast majority of those covered by group programs get such
coverage as a “fringe benefit” from their employers, though employers
do not pay the entire $15.7 billion annual group insurance bill.

Employe benefits administrators, whatever their corporate titles may
be, are increasingly concerned about the rising cost of group insurance
and the growing complexity of operating such programs to the satis-
faction of both managzment and employes. Management is rightly
concerned about the cost of group insurance benefits for which
companies now spend more than 3.2% of total payroll. Some compa-
nies and some entire industries invest significantly more than this
percentage in the provis:on of group insurance as fringe benefits.

From the employes’ point of view, group insurance has become
almost a basic right accruing to anyone who :s steadily employed. Most
prospective employes today take for granted that they will get a
complete package of group insurance protection as a part of their
compensation in a new job. Companies that do not provide such benefits
frequently find that they have difficulty hiring employes they want.

Benefits administrators are caught on the horns of the dilemma
posed by the cost concarn of management and the benefits expecta-
tions of employes. Not cnly are group insurance benefits burgeoning in
terms of number of persons covered and the costs of covering groups
and individuals, but there is increasing pressure to broaden the scope
of group insurance, particularly health coverages. Basic hospitalization
coverage, considered sufficient two decades ago, has been augmented
by surgical and regular medical expense indemnity and by loss-of-in-
come protection.

The public, often spurred by union demands, now asks additional
insurance, including coverage for psychiatric care, drug costs, physical
and vocational rehabilitation as well as other contingencies. And while
there is unquestioned social value in providing such coverage, these
extensions of group insurance inevitably increase premium costs, not
all of which can be passed on to employes through payroll deductions.

In the special Nov. 1§ issue of Business Insurance staff members and
contributors will explore such subjects as new communications tech-
nigues to bring home to employes the value of group life and health
coverage; new methods to store and retrieve information on employe
coverages; trends in union demands for life and health fringe benefits,
and how companies evaluate benefits as a part of the cost of doing
business.

A survey of life insurers will report on innovations and fresh trends
in group life coverages and key-man life insurance that is being used
to serve unusual purposes in many corporate situations, Other articles
will review new techniques of administering and communicating group
life coverages for emploves.

Readers of Business Insurance are invited to offer material and
suggestions for the special group life and health insurance section.

Death case

To the Editor: Mr. Alstaetter’s
article “An industry at the point
of no return” reminds me of a
problem that we faced in 1951
when, as adjusters for a work-
men’s compensation self-insurer
and its excess carrier, we were
called upon to properly value a
death case. The award was sim-
ple: $18,000 to the widow and her
two minor children payable bi-
weekly over a period of 18 years,
with some salvage in the event of
her death or remarriage or the
death of either or both of the
minor children.

Forgetting about the remarriage
or death factor, our problem was
government bonds at that time
were yielding 2% and the 1951
value of $18,000 payable over 18
years was roughly $15,460. Cur-
rently government bonds are
yvielding over 6% and assuming
that the average interest rate had
been 3% % over the 18 years in
question (and we had known that
it would average 3% %) the dis-
counted value of the claim in 1951
should have been $13,650.

The widow didn’t remarry or
die, the children lived and there
was a combined interest profit of
$4,350 less the expenses of issuing
the bi-weekly checks.

I will be interested in learning
what your readers feel would
have been a fair valuation of the
case at the time of the death in
1951.

W. S. Haines

Chairman. Safety & Claims Ser-

vice, Inc., Chicago, Ill.

Nettleship Co.

To the Editor: On page 1 of
your July 7 issue reference was
made to the Nettleship Co. with
this article stating that the compa-
ny was the nation’s second largest
malpractice insurer.

We have checked several refer-
ence books and have been unable
to find any information on this
company. Is it possible that you
would be able to furnish us with
some data relative to the company
such as main office, size, history
and any other pertinent informa-
tion?

P. J. Apostolos

Herbert L. Jamison & Co.,

New York, N. Y.

Editor’s Note: You may contact
the Nettleship Co. at 1210 W. 4th
St., Los Angeles, Cal. 90017 to ob-
tain information on its size and
history.

About reprints

To the Editor;: On page 27 in
your July 21, 1969, issue there
appeared an article entitled “How
to thwart burglaries, stickups told
at Mosler safe company clinic.”

This is one of the better com-
ments on the subject that I have
read. I would recommend printing
in brochure form and made avail-
able to brokers at a quantity
charge for their customers. Re-
print of the photograph accompa-
nying the article also would be
useful and instructive.

Leon R. Fish

Leon R. Fish Insurance, Brook-

lyn, N. Y.

Editor’s Note: Those who wish to
reprint the article themselves may
contact Business Insurance for re-
production requirements.

"Invaluable”

To the Editor: Your issues are
invaluable and are thoroughly read
with extreme interest.

John R. Gettings

President, Olde Boston Insurance

Agency, Boston, Mass
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in 81 countries in our unique foreign- . ' - .
insurance slide chart. It provides you = %
with the answers to the most commonly
asked insurance questions in nearly every
country abroad. Through our more than 200
branch offices overseas, the most up-to-date, easy:
to-use information on foreign insurance available is now
yours. Write for your free AFIA FOREIGN INSURANCE-’
SLIDE CHART to: AFIA, 110 William Street, New York, N.Y.
10038. Or call the AFIA offices nearest you.

AFIA

Chicago
175 W. Jackson Blvd.
——— WORLDWIDE INSURANCE (312) 427-9848
New York Los Angeles
110 William St., New York, N.Y. 10038 3400 W. 6th St.

(212) 964-4990 (213) 385-4131

Insurance fac s\'\\

Dallas

1712 Commerce St.

(214) 748-9064

San Francisco

235 Montgomery St.

(415) 982-1540

Houston
2100 Travis St.
(713) 222-1517

Washington
733 15th St., N.W.
(202) 393-4760
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Coal miners report
'record’ benefit pay

WASHINGTON—The day after
a group of union coal miners and
miners’ widows filed a damage
suit here accusing United Mine
Workers of America officials of
conspiring to betray the rank-
and-file membership for private
profit, the union issued its annual
report stating that benefit pay-
ments to soft coal miners, pen-
sioners and their families
“reached an all-time high” in the
fiscal year ending June 30.

The benefits distributed by the
union’s welfare and retirement
fund were paid in behalf of 235,-
351 persons during the year in the
form of pensions, hospital and
medical care, funeral expenses
and widows and survivors pay-
ments. Payments totaled $158,-
661,338, the highest amount ever
distributed in any 12-month fiscal
period in the 23-year history of
the fund, the report stated.

Pensions paid during the past
fiscal year totaled $95,957,910 to
68,380 miners receiving $115

FREE CATALOG e

Hundreds of cards for businessmen!
Thousands of companies using them!
Millions ore sold year after yeor!

This humorous card says, ""Thanks—
for throwing your business my way!"
HARRISON CARDS Dept. U9

Box 3079  Asheville, N, C, 28802

monthly crecks, but beginning
this month Dension payments
have been increased to $150. Soft
coal miners mey retire at age 55.

HOSPITAL AND medical care
paid by the fund during the peri-
od amountec to $55,152,900, ac-
cording to tae report, while wid-
ows and sarvivors benefits, in-
cluding mz=dical care payments,
totalad $8,766,275. There are 6,945
widows receiving the benefits.

The fund, established by the
late Jchr: .. Lewis in 1946, is
administered by three {rustees.
They are W, A, Boyle, presider.t of
the Jnited Mine Workers; Jose-
phine Roche, director of the fund;
and Guy Farmer, president of the
Bituminous Coal Operators’ Assn.

In additicr: to the union and its
welfare anc retirement fund, the
damage suit also names as de-
fendants tke union-owned Nation-
al Bank cf Washington and the
Bituminous Ccal Operators’ Assn,
Witkout specifically naming taose
alleged to have made “private
gain ' the suit charged that offi-
cers of all the defendant organi-
zaticns “hzve all received and are
receiving parsonal and monetary
benefit and gezin” through viola-
tions o “fiduciary trust.”

Lewyvers estmate it will prok-
ably be two to three years before
the cas2 comes to trial ]

CONSTRUCTION COST TREND OF TYPICAL
WAREHOUSE, MANUFACTURING PLANT & OFFICE BUILDING

1 Warehouse

- Manufacturing Plant

- Office Building

220

210
200

190

180|

170

160
150

140

130

120
110

AVERAGE 1950=100

100

1955

1960

1965
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Insurance you surely have...

but are you getting the personal
service you're paying for?

As a Despard client you get much
more than the best coverage for
each requirement at the best price;
you get the personal attention of a
knowledgeable, experienced insur-
ance man who learns the unique
problems of your business.

k. pROKERS &

7879 3N
l)l.&l’ARl) i

\NSL,

STERs or AVS

Your Despa-c man, with his team of
“back-up' spaciglists, gets action
when ycu 7eed it. He's not three
“senice-units" removed from direct
contazt with you. He is your man at
Despard.

For morz cetail on how this “per-
sonal service' system works send
for your corglimantary copy of “A
Guide to Desaard Services.”

The “personal se~ice' insurance broker

1 @
"av &‘-‘,__IN“‘ bo*’ 161 William Street. New York, N.Y. 10038

P1: 212-9€4.9100

The continuous increase in costs to replace a typical warehouse, manutacturing plant and office building illustrates the
need for insurance buyers to review periodically their insurance coverage limits, Graphic illustration of construction cost
trends will be a regular Busness Insurance feature developed from information prowded by the American Appraisal Co.,

Milwaukee,

CNA's advance-payment claims plan
used in 50% of cases, says Carpenter

NEW YORK—U.S. companies
insured with a major Chicago-
based carrier have been having
bodily injury claims agsinst them.
settled in a unique fashion for the
past three years. But chances are
they haven’t been conscious of the
fact.

Reporting on results of three
years experience with an ad-
vance-payments to third person
bedily injured claimants, Charles
R. Carpenter, senior vp of CNA
Financial, said the program might
cut more than $275 million a year
from the natien’s injury insurance
bill if it gains wide acceptance.

Mr. Carpenter, who conceived
CNA'’s program and put his “neck
on the block” carrying it out, said
his is the only insurance company
that has formalized the plan to
the extent that it is now being
used in 50% of all bodily injury
claims against CNA policy hold-
ers. Excluded from the program
are products claims and profes-

sional liability claims.

IN ADDITION to applying the
plan to policies held by persons on

privately-owned homes and auto-

mobiles, Mr. Carpenter told Busi-
ness Insurance CNA is using it on
commercial accounts. Fleets and
corporations insured by CNA
have been participating in the
program, Mr. Carpenter-said, “al-
though I don't think they've been
conscious of it. This is the first
major announcement we've made
of the program.”

CNA’s business is heavily com-
mercial, with a number of fleet
accounts. Among these are those
operated by Manpower Inc,
Leaseway Trucking, Martin Mar-
ietta Corp. and Interstate Bakery.
The plan is also being used on
policies written for corporations,
such as bodily injury claims filed
by third persons injured while
visiting & building.

Speaking at a press luncheon

Whens your replacement due ?

You may not bz due for an ouster, but your
business equipment may. Have you looked. at
replacement costs for fixed assets lately?
‘When will you have to face these replacement

costs?

If you don't know the current costs of re-
placing property and equipment, you're due
for a professioral appraisal. Marshall and
Stevens can not only pinpoint current costs;
but can also provide an annual revision serv-
ice to economically determine future costs of

capital assets.

To replace your outdated property valua-
tions with a current appraisal, write or call

Marshall and Stevens.

BOSTON NEW YORK
185 Devonshire St-eet 25 Broadway
CHICAGO PHILADELPHLA
120 S. Riverside Plaza 1420 Walnut Street
DALLAS PORTLAND, ME.
312 Stemmons Tower East 142 High Street
DETROIT ST. LOUIS
17500 W. Eight Mi'e Road 314 North Broadway o

LOS ANGELES

1645 Beverly Boulevard
MINNEAPOLIS

830 Plymouth Building

I I MARSHALL s STEVENS incorporaTED / APPRAISALS

The national apgraisers with fully-staffed local offices

SAN FRANCISCO

WASHINGTON, D.C.

918 Fox Plaza

1629 K Street, N.W.

here, Mr. Carpenter also disclosed
that CNA ‘“reduced its overall
claim-settlement costs by 6% or
approximately $2.5 million in 1968.
These are our actuaries’ figures,”
he said. “How they measure them
I don’t know. But there’s some-
thing we can’t measure and that is
what we’re saving in legal ex-
penses. I have a $7.5 million-a-
year legal bill.”

‘UNDER THE ' SYSTEM, CNA
offers to pay medical expenses, lost
wages and other out-of-pocket
costs to an accident victim as they
are incurred without demanding a
signed release from the wvictim
and before liability is established
through court action.

“What we said to ourselves is,
‘Maybe if we're good guys and
pay these expenses as they come
up, then maybe we'll come out
ahead in the long run.’ And I
think we have. Claimants seem tc
be less hostile to us and are will-
ing to sit down with us after they
are well and make a reasonable
out-of-court settlement,” he said.
When and if a case does go to
court, the expenses already paid are
daducted from the final judgment.

Early in the development of the
program, Mr. Carpenter said,
there was some fear on the part
of insurance companies and legal
experts that courts would con-
strue advance payments as an ad-
mission of liability or else refuse
to deduct advance payments from
the final settlement of the case.
However, he noted, in 1966 the
QOhio supreme court upheld the
daductibility of advance payments
from a final settlement. Since
then 17 states have passed legisla-
tion either granting that advance
payments may be deducted from
a final settlement or declaring
that advance payments do not
constitute admission of liability or
both.

CNA, Mr., Carpenter said, has
no immediate plans for radical
expansion of the program, prefer-
ring instead to treat each case
separately, leaving it to agents in
the field to determine who should
be offered advance payments.

“Who knows?” the vp said with
a note of false concern. “Maybe it
(the program) is a flash in the
pan. Maybe it won’'t be around a
year from now.

“I don’t happen to think so. If
our actuaries are right we'll save
$4 million this year,” he added. =
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Bond covers Mafia-linked stock heist

NEW YORK—FBI agents here
last month arrested a man said to
be heir to a powerful Mafia fam-
ily. The charges related to the theft
of more than $1 million of IBM
stock stolen from Hayden, Stone &
Co., brokerage, in the summer of
1966.

Anthony Lawrence (Hickey)
DiLorenzo, 40, president of a New
York labor consultant company
and a former director of the Met-
ropolitan Import Truckmen’s
Assn., was charged with conspira-
cy in the interstate transport of
2,600 shares of IBM stock now
valued at $1,038,700. A hearing
was set for Sept. 19.

Assistant U.S. Attorney Jack
Kaplan at the arraignment called
the defendant “a most senior mem-
ber of organized crime” and “next
in line to take over the Cosa Nos-
tra family of Vito Genovese.”

JOHN R. SWAIM, president of
Toona Inc., a Piftsburgh automo-
bile supply company, was arrested
in Pittsburgh Aug. 19 by FBI
agents and charged with conspir-
acy in the interstate transport of
stolen property in the stock theft
case.

FBI men recovered 300 shares
of the stolen IBM stock from Se-
lected Investments, Camp Hill,
Pa., where they had been placed
as collateral on two loans.

Mr. DiLorenzo, Mr. Kaplan said,
“controls and monopolizes truck-
ing at Kennedy airport and has
been attempting to expand his do-
main in a national scheme to or-
ganize and control airport truck-
ing.”

The two arrests are part of a
series of developments resulting
from the Hayden, Stone theft that
has over the last three years in-
volved the FBI, state police and
insurance departments, and banks
and insurance companies in To-
ronto, Montreal, New York, Penn-
sylvania and California.

The story began in New York in
August, 1966, when brokers Hay-
den, Stone & Co. reported the “in-
explicable disappearance” of 5,000
shares of IBM stock registered in
the firm's name. The stock at that
time was valued at more than $1.5
million.

HAYDEN, STONE was fully
covered for the loss by a $20 mil-
lion brokers’ blanket bond written
by the Insurance Co. of North
America.

IBM issued Hayden, Stone &
Co. replacement certificates for
the stolen shares, and the insur-
ance company gave IBM an open
penalty lost instrument bond to
protect IBM if the original certifi-
cates were presented for negota-
tion by an innocent party, an INA
source told Business Insurance.

To date, 3,700 of the 5,000 stolen
shares have been recovered, and
neither Hayden, Stone, IBM or
INA has lost anything on these
shares, If, however, any of the re-
maining 1,300 should turn up in
the hands of an innocent party, and
[BM be required to redeem them,
then INA would re-imburse IBM
for their cost, the INA source said.

The first arrest in the case was
made in October 1966 when Rob-
ert Landori-Hoffman attempted to
sell 600 shares of the stolen IBM
stock to the Provincial Bank of
Canada in Montreal. Canadian
authorities, working with the FBI,
at that time arrested Landori-Hoff-
man and Robert Arthur Davies,
both of Montreal.

IN NOVEMBER, 1966, Samuel
Irving Greene and his wife Gloria,
both of Boston, were arrested by
Toronto police. Mr. Greene was
charged with negotiating the sale
of 100 shares of stolen IBM stock
valued at $37,917 Canadian,

through the Ontaric brokerage
house of Doherty, Roanhouse &
MeQuaig and in March of 1967 ke
reczived a two-year pricon ser-
ter.ce,

Iz Harrisburg in Febriary, 1967,
2,600 shares of the stolen IBM
stock were fcund by Pernsylvania
irsirance investigators in a safe
deposit sox in the Nazional Bank %
Tr_st Co. Tre stock had keen given
tc it by the Bankers & Telephone
Er.cloyes Ins. Co. of Gestysburg.

Eankers & Telephone Employes
Insarance Cc., a small s:ock com-
pany, shared an intzrlocking di-
rectorate w:th Bankers Allied Mu-
tual Insuraace Co., end both had
ope-ated prcfitably since 195¢.
Bazkers Allied Mutual kad assets
in =xcess o $1 million and th=
stock compary was zlso strong at
the end of 1965.

But in 1966 outside interests
took over the companies and with-
in a short time their owmership
changed hands three times. By
July, 1966, the Pennsylvania in-
surance department had become
suspicious and by December, 1966,
Bankers Allied was broke and had
been suspended from doing busi-
ness.

BANEKERS ALLIED Mutual
was discovered to have almost $6
million in unpaid accident claims
on its books and a deficit in re-
sources amounting to $6,922,758.
Bankers Allied had chiefly insured
high-risk motorists who were un-
able to obtain automobile cover-
age from other firms.

Meanwhile, Bankers & Tele-
phone was ordered by the insurance
department to suspend writing new

policies when it was learned that
its operating reserve had dimin-
ished below the safety level.

It turned out additionally that
in this tangled alliance Bankers
Allied had become the owners of
the stock of Bankers and Tele-
phone.

During this period, an out-of-
state syndicate won approval for a
plan to rehabilitate Bankers &
Telephone Employes Insurance Co.
from former state insurance com-
missioner Audrey R. Kelly.

THE SYNDICATE first pur-
chased all stock held by Allied
Mutual for $150,000. It then de-
posited $1 million into the surplus
account of Bankers & Telephone,
made up of $50,000 in cash and
2,600 shares of the stolen IBM

Continued on page 16

ACTUARIES

MILLER, MASON & DICKENSON, INC.

Consultants and Actuaries
PHILADELPHIA:
21 E. School House Lane
NEW YORK: 66 Park Avenue
215-849-3700 or 212-689-8832

E. PAUL BARNHART, F.S.A.

Consulting Actuary
130 So. Bemiston Ave., Suite 400

St. Louis, Mo. 63105
Telephone: 314-727-8894

HUGGINS & COMPANY, INC.

Consulting Actuaries
1401 Walnut Street
Philadelphia, Pa. 19102

215-665-1401

All over this country, people who build our
rcads, dams, power plants, skyscrapers and
azmes a*e insured by Pacific Mutual Life. PML
oolicies provide them with the protection of life,
s-ort and long term disability, and medical insur-
a“ce as well as retirement benefits. Trade unions

group policyholders.

representing carpenters, roofers, joiners, plaster-

As one of the largest group insurance com-

This operating engineer
IS insured by Pacific Mutual Life.

So are 100,000 other men and
women in the building trades.

high investment rate of return. We've worked out
ers, cement masons, operating engineers, dump transfers from other funding mediums to the com-
truck drivers and electricians are among our plete satisfaction of trustees who felt that a

medium offering a higher return was in order.

The advantages of service, cost, and coverage
panies in the nation, we understand and welcome enjoyed by our building trades clients and other
the special insurance needs of associations and customers are worth looking into.

unions. Our net cost position relative to both
group and pension benefits is very competitive.

Pacific Mutual Life

And our retirement programs show a continuing The West's largest mutual life insurance company.
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benefit tax slants

Court says cash value life premiums
firm pays are added compensation

By JOSEPH S. ROBINSON

NEW YORK—There are a num-
ber of indirect ways of paying
executives, not the least of which
is deferred compensation.

Quite often insurance is used
effectively to provide the funds
for paying the delayed compensa-
tion to employes. However, when
a corporation pays the premiums
on permanent life insurance poli-
cies covering an employe and
when the benefits under such poli-
cies are payable to the employe or
his heirs, the full amount of such

premiums are includable as addi-
tional compensation of the em-
ploye.

Paul Frost found this out tc his
disappointment. Here’s what hap-
pened:

MR. FROST entered into three
deferred compensation agreements
with his employer, The Certrzal
Valley Electric Co-operative Inc.
Mr. Frost was an executive of the
co-op—but not a stockholder.
Three policies on the life of Mr.
Frost were taken out to backstop
the arrangements.

The beneficiaries named under
the policies were: first policy—the
employer; second policy—the em-
ploye’s estate; third policy—the
employe’s estate for an amount
equal to the cash value with the
remainder payable to the employ-
er.
The deferred comp=ansation
agreements stated in effect that
Mr, Fros: would have no control
of the insurance policies unless
one of the following conditions
existed:

e If he died before age 65, his

Continued on page 23

Smith's Widtmann wins
risk management diploma

BRYN MAWR, Pa—Arthur A.
Widtmann, insurance manager for
A. O. Smith Corp., Milwaukee,
has been awarded the Insurance
Institute of America diploma in
risk management as a result of
the institute's May, 1969, exami-
nations.

Mr. Widtmann, who has been
with A. O. Smith since 1841, is
one of only 89 persons to receive
the diploma in risk management.
The diploma is granted o persons
who have completed a compre-
hensive study program and a se-
ries of national examinations in
the risk management area. Risk
management, according to the in-
stitute, is the science and practice
of dealing with possible accidental
losses by anticipating them, and

If your pension plan
is overage, let
Johnson & Higgins
help you retire it. Profitably.

lohnson & Higgins can help you replace your out-
dated employee henefits program with a new one
that benefits you — and your employees — more
generously. And not necessarily at higher cost.
A lot of modern, progressive companies are
still hanging on to outmoded pension, group life, medi-

cal and profit sharing plans.

Plans that are nct only unattractively out of
step with today's trends in benefits but are biting into
profits through duplications in coverage, hours of ad-
ministrative work and other costly loopholes.

Because Johnson & Higgins goes beyond the -
brokerage function to serve as consultant and advisor
in the field of employee benefits, we study your company
and its insurance plans in depth. We look for overlap-
ping coverage. Scan insurance schedules and the for-
mulas by whch benefits are determined. Scrutinize
medical claims for duplicat ons or abuses. Analyze the

way pension funds are managed.

tries can rely on Johnson & Higgins to centralize direc-
tion of requirements anywhere in the world. Our Inter-
national Department of more than 75. offices and
affiliates in 30 foreign courtries knows how to deal with
widely differing foreign laws and practices in U.S. terms.
As brokers, we are on your staff, but not on
your payroll. Johnson & Higgins provides a depth of
service that is unique among insurance brokerage
firms. We do everything ir our power to contribute to

Then we create and present to you a complete
benefits program that meets your precise needs, is ex-.
ceptionally attractive to employees and makes it simple,
convenient and profitable for you to provide generous
protection for the people who make your company's
profits.

J & H can help you solve other insurance problems
profitably, too.
By calling on our other brigades of specialists

to help eliminate losses and
risks, companies can reduce
premium payments substan-
tially. Our men are experts in
safety contro, loss adjusting, property loss analysis,
packaging and containerization —to name just a few.
Companies who do business in foreign coun-

your profitability.

If your corporate programs aren’t being man-
aged in this way, with this kind of service, it will pay you
to get in touch with Seth S. Faison, Vice President,
Johnson & Higgins, New York. Or with the President of
the Johnson & Higgins subsidiary nearest you. There
are seventeen locations in the United States, five in
Canada and fifteen in other parts of the world.

Johnson & Higgins

63 Wall Street, New York, N.Y. 10005
Telephone: (212) 944-316C

Arthur A, Widitmann

designing and implementing plans
for handling them effectively.

The Insurance Institute of Amer-
ica here is a nonprofit educational
organization supported by the in-
surance industry. During the past
year, more than 11,560 insurance
personnel sat for examinations in
all ITA programs.

MR. WIDTMANN, an econom-
ics graduate of Northwestern Uni-
versity, is an instructor in risk
management at the University of
Wisconsin-Milwaukee, and an au-
thor of insurance articles. More
than 10% of this year's diplomas
in risk management were award-
ed in Wisconsin as a result of his
teaching activity.

He is a member of the Wiscon-
sin chapter, Chartered Property
and Casualty Underwriters, and a
member and past president of the
Wisconsin chapter, American So-
ciety of Insurance Management.
He is a past national director and
former regional vice president of
the latter organization. Mr. Widt-
mann also belongs to the insur-
ance division of the American
Management Assn., and has been
a member of the insurance coun-
cil of the Machinery and Allied
Products Institute. L

Mafia . ..

Continued from page 15

stock.

This action was followed by a
complete re-organization of Bank-
ers & Telephone Employes and the
election of a new president, vice
president and officers.

John E. Hostetter, Gettysburg,
former president of Bankers Al-
lied, was later arrested and
charged with five counts of em-
bezzlement. Other officers of the
company were indicted on charges
of conspiracy, embezzlement,
fraudulent conversion, and related
charges.

A total of 15 persons have so far
been indicted in Federal court in
Pennsylvania on charges related to
the case. To date, one person has
been acquitted, three have been
convicted, and 11 are now await-
ing trial, according to the Penn-
sylvania justice dept.

Two persons arrested in Pennsyl-
vania were named in the DiL.orenzo
indictment as co-conspirators.

An additional 100 shares of the
stolen IBM stock turned up in May,
1968, in the Hollywood National
Bank, Hollywood. The shares had
been put up as collateral on a 3,500
loan, and the right to ownership of
the shares has not yet been estab-
lished. There have been no arrests
made in the case. [ ]

Buys 3 insurance firms

The Clarke Co., a wholly owned
insurance and financial counsel-
ing subsidiary of National Envi-
ronment Corp., Orange, Cal., has
acquired three Hawaii-based in-
surance firms to serve as the nu-
cleus of Clarke Co. of Hawaii Inc.



MROLIEGOD RN AIELE, Dol liiuel 4, 10Udi Al

business insurance perspective

Inflation, interest rates and benefits

By Bion H. Francis,
Manager of benefits planning,
Colt Industries, New York

Bion H. Francis

ising prices and rising interest rates
have an important influence on benefit
programs. The influence is a compli-
cated one with some features which ap-
parently are still not too well understood.
The direct effect of inflation is clear. In
simple terms, the value of a dollar drops
in terms of what it will buy. This means
that any kind of investment that has a
value fixed in terms of dollars will buy
less and less. This includes savings ac-
counts, bonds, annuities and retirement in-
comes generally.
The U.S. dollar has been one of the most
stable currencies in the world. For a peri-
od of about ten years, in the late ’50s and

early '60s, the rise in prices in the U.S. was
held to about ¢ne or two per cent a year.

IN RECENT YEARS, however, the rise
in price levels has been accelerating. At

present (mid-1969) prices are rising at.
- about 6% a year. What does this rise in

prices do to interest rates?

Suppese that you believe that prices are
rising at the present rate of about 6% a
year. This means that if you lend a dollar
for one year, the dollar that will be repaid
to you at the end of the year will have a
purchasing power of only 94¢. If you re-
ceive interest of 6%, all that this accom-
plishes is to restore the purchasing power
to what you loaned at the beginning of the
year. You have received nothing for your
loan.

If you want an interest return of, say,
4% in terms of purchasing power, you
would have to add this to the 6%:

Interest rate needed to offset rise in prices
................................... 6%
Net interest return that is desired .... 4%
Gross interest rate needed for net return
GF AT e S s e P e 10%

Let’s be specific. In 1963, the “prime |,

rate” of interest offered by banks to major
corporations with unquestioned credit was

- 45% . Now suppose that a major corpora-

tion in mid-1965 issued a series of 14-year
4.5% bonds.

It is now mid-1969, four years later.
Your pension or savings fund holds a
number of $1,000 bonds from this issue.
What are they worth? Your first reaction
might be that if there is no question of the
financial standing of the coerporation, its
bonds should be worth $1,000. After all,
aren’t they promises to pay $1,000? Those
of you who are running funds will shake
your head in the thoughts of the losses you
have suffered from just this type of bond.
Why?

THE LAST FOUR years have seen a
sharp, sustained rise in interest rates. The
‘“prime rate” is now 85%. This is the
interest rate that must be paid now, even
by corporations with unguestioned credit,
in order to obtain money. Obviously, if a
lender can receive 8.5% from prime risks,
why should a lender be satisfied with
anything less?

‘The way to minimize bond losses in a period of inflation . . .

is to avoid bonds with long periods.’

FROM THIS YOU may conclude that all
you have to do is to add the rate of price
rise to the interest rate which you must
have and you have made allowance for the
effect of inflation on lending. But this is
not so. There is another effect that must
be considered—an effect that seems not
too well understood, even by men who
should understand it. The effect is impor-
tant and has resulted in losses of billions
of dollars.

Now let ‘us look again at that $1,000
bond that pays 4.5% and has ten years to
run. For simplicity we will assume that
the 4.5% interest is paid in the form of $45
at the end of each year.

If you are selling such a bond, the pur-
chaser is buying ten payments of $45 each,
to be made at the end of each year during
the next ten years, together with a final
payment of $1,000 to be made at the end of
the ten years.

WHAT IS THE present value of these
payments? A prospective buyer, in com-
puting this value, will discount these pay-
ments, using an interest rate, not of 4.5%,
but rather of 8.5%. Why should he be
satisfied with a return of 4.5% when he
can receive 8.5% on prime loans?

For this reason, the $1,000 bond has the
following wvalue which is the computed
value of the payments to be made under
the bond, discounted at 8.5%:

Present value of $45 a year payable for ten

e e N $295.26
Present value of $1,000 payable at end of
T8N WEEIE S ek vy FaFuwe om Sale ... 44228
b = L L e $737.54

If you paid the $1,000 face amount of
this bond, you have lost $262.46. This loss
could be more or less, depending on the
life of the bond. Using the same situation
of a $1,000 bond issued in 1965 at the then
prime rate of 4.5% interest, the value of
this bond in 1969, computed at the present
prime rate of 8.5%, would vary as follows,
depending on the remaining life of the
bond:

Remaining lifetime of
bond in mid-1969

Value of Bond
computed at 8.5%

1 year $963.13
5 years 842.36
10 years 737.54
20 years 621.46

FROM THIS, you will see that the way
to minimize bond losses in a period of
inflation with rising prices and interest
rates is to avoid bonds with long periods.
In fact, if the rise is steep, you should
probably limit yourself to short term paper
and bills.

Note that this loss in bond values is not
caused directly by the drop in value of the
dollars you receive. No, your bonds are
worth less dollars than you paid for them.

This has important consequences. It is
widely believed that if a financial institu-

Continued on following page

Planning a life insurance captive

By H. Felix Kloman,
Vice President,
Alexander & Alexander, New York

n February of 1969, the new president of
Ithe Prudential predicted that “captive”

life insurance companies would be a ma-
jor threat to the group business of the tra-
ditional carriers. He cited as evidence an
estimated $10 million in premiums to life
insurance affiliates of U.S. businesses in
1967 and 1968.

Two months later, the Lincoln National
Life Insurance Co. revealed that it was
offering wvariable annuity reinsurance to
“captives” as well as to conventional car-
riers.

There are certainly mixed feelings on a
life insurance subsidiary of a noninsurance
firm, but the evidence points to greater
use of this financial tool. There are at least
22 easily recognized life companies operat-
ing as subsidiaries of noninsurance par-
ents. Some, like Allstate Life and Paul
Revere, are really conventional companies,
except for the fact that they are owned by

others. Allstate Life underwrites the group
coverages for its parent Sears, but it is not
known to what extent, if any, Paul Revere
participates in the program for parent
Aveco employes.

OTHERS, SUCH AS Rock River Life,
which sells life and accidental death and
dismemberment coverages to John. Deere
dealers, and the Tower Life & Accident,
which maikets travel accident insurance
through the Chicago Tribune, are exam-
ples of subsidiaries that take advantage of
a potential market, leaning heavily on the
name and prestige of the parent.

- Still others cover the group programs of
their parents, offering little or nothing cn
the outside. .

What are the objectives and advantages
of a life insurance subsidiary? The total
dollar volume of an employee benefit pro-
gram is significant, ranging from 25% to
35% of total payroll. In addition, reserves
held by the insurance company can range
anywhere from 12% to 20% of annual
premium for weekly indemnity and waiver
of premium coverages, and up fo as high
as 45% of annual premium for major med-
ical.

Many financial managers see a possible
better use of this cash flow by funnelling
it through their own insurance organiza-
tions, as opposed fo conventional insurance
or self-insurance. This may be true even
though premiums are normally paid on a
monthly basis and the actual recoveries

‘The new president of Prudential predicted that ‘cap-

tive’ companies would be a major threat ...’

under group insurance are a high percent-
age of premiums paid.

A SECOND POSSIBLE advantage is in
using a well-known and respected compa-
ny name to penetrate a “captive” market
with reduced acquisition costs. The crea-
tion of Gerber Life Insurance Co. by Ger-
ber Products Co. is a perfect example of
this form of synergism. Gerber Life,
formed in late 1968, is now stressing term
insurance products to younger parents, age
20 to 40, on a direct mail basis.

Other potential “captive” markets may
exist, including a parent company's own
employes, its dealers or suppliers. An asso-
ciation can offer insurance to its members.
Insurance may be marketed through credit
cards. In certain instances, licensing in
numerous states may be a deterrent and
some companies have arranged for their
insurance subsidiaries to reinsure a na-
tionally admitted “front” company so as to
participate in the cash flow and potential
profits.

Continued on following page
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Francis. ..

tion ‘has an obligation fixed in terms of
dollars, this should be covered by an asset
(such as bonds) that is also fixed in terms
of dollars. However, the sharp rise in in-
terest rates of the last few years has driv-
en home the fact that the value of bonds
also may not necessarily be fixed in terms
of dollars.

THIS HAS BEEN going on for a long
time but the rise in interest rates before
1965 was so slow that the long continued
deterioration in bond wvalues was not so
clearly evident. ’

But it was there. For example, during

the ’50s, I was on the administrative pen-
sion committee of a large corporation with
a pension fund, as I remember it, of about
$70 million. In accordance with the finan-
cial thinking of the time about two-thirds
of this were in bonds and about one-third
in stocks.

By the end of the ’'50s, this had resulted
in a loss of several million dollars in the
bonds, but this was more than offset by a
gain of about twice this amount in the
much smaller commcen stock portfolio.

What of the future?

WILL INTEREST RATES drop tc “nor-
mal” levels? If so, it is possible that the
sharp rise in interest rates in recent years

~may turn out to be a “climax” comparable

in a way to the period of “climax selling”
which sometimes ends a drop in the stock
market. If this happens, we could have a
turn-around in interest rates. A fund man-
ager who could foresee this, and have the
courage to act on it, could make substan-
tial profits for his fund.

But is this what is ahead of us? An
inflationary rise in prices can be stopped
only by firm economic controls that would,
among cther things, hold down wage in-
creases, and increase unemployment. Such
econoraic controls, to be effective, must
rest on a firm political basis and a willing-
ness to exercise these controls.

Do you see this in the future?

If you do not see this, you must proba-
bly assume continuing inflation, which will

bring with it:

e Rising prices

e Rising.interest rates

e Falling bond values

e Necessity for aggressive investment
action to protect funds and the pension
and savings plans which rest on them, u

Bion Francis graduated from the Massa-
chusetts Institute of Technology with a de-
gree in mathematics. He has served as in-
surance manager for Wellington Sears Co.,
West Point Pepperell, Olin Mathieson Chem-
ical Corp. and Crucible Steel Co. of Amer-
ica, and has been president of the Insurance
Buyers’ Assn. of Pittsburgh. He is now
manager of benefits planning of Colt In-
dustries Inc.

Kloman. ..

The life insurance product is essentially,
free from obsolecence although subject to
a fairly high degree of regulation. The real
opportunity to develop investment income
comes under the statutory reserves on or-
dinary (cash value) insurance, on which
there is a high leverage potential. Of total
assets, only 10% to 15% are. directly con-
tributed by the parent company, the stock-
holder. The remaining 85% to 90% are
contributed by policyholders, yet the par-
ent/stockholder manages all assets and can
derive benefit from the differential be-
tween the relatively low interest guaran-
teed to policyholders and the higher inter-
est income which imaginative investment
management can bring,

INSURANCE COMPANIES are subject
to state and Federal regulations but some
are advantageous. For example, the IRS
permits certain tax deferrals for new life
companies. An eight year loss carry for-
ward is permitted, instead of three for
industrial companies. Half of excess inter-
est earnings on surplus may go to a con-
tingent surplus on a tax deferred basis.
The mortality tables used by life compa-
nies are always slightly out-cf-date, mean-
ing that actuarial reserves will be some-
what over-stated as long as longevity in-
creases.

In considering the formation of a life
insurance subsidiary, a potential parent
should look very closely at some of the
operational problems.

The form of the company is perhaps
self-evident. It should be a stock company.
A mutual is difficult to control and even
more difficult to liquidate. It lacks the
flexibility that business requires teday.
While purchase of an existing company
may appear attractive, with its licenses,
staff and probably low price-earnings ra-
tio, its reputation, book of business, sales
force, etc., can be drawbacks to the type of
operation planned by the parent. Reinsur-
ance of certain business may have to be
sought. An existing company’s surplus
may be low because of its high acquisition

H. Felix Kloman

costs, and it may have a high lapse rate.
All these factors must be considered in
light of the planned objectives of the par-
ent.

CAPITAL AND SURPLUS requirements
for new life companies are increasing in
most states. In New York, $3 million is
required while New Mexico asks for only
$150,000. Most states require from $200,000
to $500,000. If a life company is going to

to put excess funds in surplus rather than
in capital.

In selecting a domicile for the new life

company, give consideration to administra-
tive raquirements, local regulation and the
reputation of the insurance department on
approval of new and unusual policy forms,
as well as capital and surplus require-
ments.
_ The market for the insurance company's
products will determine the other states in
which the company may have to be licensed.
Althoagh licensing may possibly be avoided
by using direct mail where legally per-
mitted, it still may be advisable to avoid
future complications. Gerber Life has
adopted this approach, seeking to become
licensed in all states and deliberately re-
fusing to write business until it is certified
in a particular state. If a company restricts
its underwriting to its own employes, it
may be possible to operate from a single
state. Finally, many states have age re-
strictions or waiting periods, of up to three
years. before an out-of-state company may
become licensed. Some of these provisions
may be waived by the commissioner of
insurance but in at least a quarter of the
states they are fairly rigid.

ACTUAL OPERATIONS very much de-
pend on the type of business underwritten.
Most employe benefit programs for larger
corporations are self-administered and a
shift to a “captive” insurance company
might mean little additional staffing. On
the other hand, marketing to members,
dealers, suppliers or employes (other than
employe benefits) could mean more pay-

R e e ) O s S B, S WA By
‘A life insurance subsidiary may have substantial potential

for a larger company.’

concentrate on its parent’s employe bene-
fits, its capital should probably be as small
as legally possible, consistent with sound
underwriting and reinsurance require=
ments, in order to enhance final return on
investment. Also it is generally advisable

roll, particularly if the company under-
writes medical plans, as opposed to the
smal.er staff requirements for life insur-
ance only.

One insurance manager has estimated
staff of 20 persons for $100 million life

insurance in force. Other operational re-
quirements include filings for approval of
rates and forms, claims handling, invest-
ments, reinsurance and actuarial- assis-
tance. All of this involves possible diversion
of management talent but much of the
new staff will have to be drawn from the
outside.

Life companies have interesting invest-
ment possibilities, If life insurance is of-
fered employes, perhaps the life company
could alsc offer morfgages to key ' em-
ploye-policy-holders. In most states, the
law will also permit a life company to
show among its assets its “home office”
building, even though the actual life insur-
ance office space is but a small portion of
the total building. This is then a means of
capitalizing a company by transfer of real
estate.

EVEN IF AN OUTSIDE sales force is
employed, the acquisition costs of a life
insurance subsidiary should be substan-
tially less than those of a conventional
carrier. Since there is no need for “image,”
office space can be kept low. Advertising
can be kept to a minimum. In a marketing
plan, direct mail should be the primary
tool for sales, stressing lower cost, simplic-
ity, the real (rather than imagined) needs
of the consumer, and, in the case of em-
ployes, perhaps payroll deduction and
group presentations,

In summary, a life insurance subsidiary
may have substantial potential for a larger
company, more probably in the area of a
‘“captive” market than in the area of the
parent’s group program. Generally, a capi-
tal and surplus structure of less than $1
million will be inadvisable and a prospec-
tive parent should plan on increases to at
least $3 million if licensing in all 50 states
is envisioned.

As a specialty company, the real poten-
tial for a life insurance subsidiary lies in
its ability and willingness to innovate, to
create thcse new products which a partic-

.-ular consumer wants. Since it is small, it

can try these new ideas without risking too
much. Perhaps this is the real threat
which Donald MacNaughton of the Pru-
dential sees. [

Risk management notes

Prepared by Warren, McVeigh & Assoc.,
San Francisco, Cal.

Property

Fire and extended coverage doesn’t
cover all the large loss potentials faced by
most firms, which accounts for the de-
velopment of the all-risk difference-in-
conditions policy. About three years ago,
$10 million limits of DIC coverage were
freely available and some policies up to
$50 million were written. Today, however,
this market is quite restricted, along with
most other property markets. Several di-
rect writers are active in this field, so with
a little scouting around, needed coverage

can often be obtained. Don’t underestimate
the need, either. The statistical remoteness
of a herd of wild elephants stampeding
through your new $20 million research lab
is small consolation when the bills have to
paid and stockholcers questions answered.

*® L] *

Radioactive contamination is a physical
peril with potentially serious consequences.
Coverage is excluded under almost all
property policies, so special attention is
needed. The radioactive contamination en-
dorsement can be used, but all do not
provide the same coverage. It would be
wise to check the wording to see that

coverage is provided for radiocactive con-
tamination as the insured peril rather than
the more restricted coverage of radioactive
contamination resulting from an insured
peril.

Administration

Is your company large enough to need a
full-time insurance manager? An answer
to this question, of course, requires a com-
plete analysis of company operations, risk
exposures, and internal staffing, as well as
what might logically be done by insurance
companies and producers on the line. Some
insight into how these factors relate to
annual sales volume may be gained from

the following figures. They show the per
cent of companies in each group that em-
ploy a full-time executive to handle insur-
ance.

Annual Sales

$25 to 50 million 24%
50 to 75 & 30%
75 to 100 » 36%
100 to 250 - 6%

250 to 500 ~ 81%
Qver 500 “ 96 %

Since these figures are more than five
years old now, the percentages are proba-
bly higher. Also, the variation by industry
is wide, but the indication is that, on the
average, companies see the justification for
an insurance manager when they reach
about $100 million sales. But the question
now begged is this: How many eompanies
need a part-time insurance manager? L



He's been there five months. V/ith no

end in sight.

it may look like a bed of roses. But he
knows better. And so does the company.
They're paying double salaries. To the
guy in bed. To Fis replacement

at the office.

Long term disatilities have made a mess
of more than ons company’s finances.
Not to mention their employee relations.
Yet over half of American Bus nesses
ignore the simptle alternative.

CNA's Salary Continuance Plan. The kind
of comprehensive coverage that's

needed in business today. With benefits
available to age 65.

CNA’'s Salary Continuance Plan covers

all accidents, diseases and pre-existing
ccnditions. It pays during rehabilitation,

It even covers the sticky medical problems
of modern businessmen. Alcoholism.
Nervous disorders. Mental problems.

And our CNA Plan encourages employees
to pay the premiums. They're payroll
deductible, and average less than 1%

. ) .
a *" CNA [insurance service

of a salary. So employees can insure their
own usefulness, and the company doesn't
feel a financial pinch.

Talk to us about our Salarv Continuance
Program. Like all our employee benefits,
CNA's Plan does two things. It helps a
company lower its cost of doing business.
And reassures employees they're being
kept in good faith.

Contact your agent. Or wrize to us.

UALTY CO
HARTFCRD
B H SURANCE COMPANY
RCE L E INSURANGE €2 « CNA

OB FINENGIAL GORPORATION
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Arson blazes: $9.6 million damages in 1968

BOSTON—Figures released here
by the National Fire Protection
Assn., show that while the num-
ber of incendiary fires in 1968 in-
creased by almost 6,000, the value
of property destroyed by arson de-
clined some $9.6 million.

Despite the property value de-
crease last year the dollars-lost

figure has come dangerously close’

to doubling itself in the last four
years.

Deuel Richardson, manager of
public relations for NFPA, told
Business Insurance there were £9,-
900 fires of an incendiary nature
in 1968 with the value of property
lost placed at $131.1 million. The
year before, he noted, there were
44,100 such fires with a loss re-
ported at $140.7. By contrast, the
statisties in 1964 were 33,900 ar-
sons with a total loss of $74 mil-

lion. The figures reflect all forms
of arson, including taose fires set
deliberately for insurance purpos-
es.

PEOPLE IN AND around the
insurance industry react with
caution when asked whether there
has been any marked increass of
arson for insurance purposes due
to the general tightening of the
economy.

At least one, Brenien P. Battle,
who heads the fraud and arson
department of the American In-
surance Associatior, speaks of
commercial arson as having “lev-
eled off somewhat” in recent
years., He added that the reason
for this may be pactially due to
legislation by Congress making it
a Federal offense to cross state
lines with the intention of com-

mitting asson. Certainly, Mr. Bat-
tle said, organized arsonists—the
Mafia-type operation—have eased
off. However, he feels that the
underworld arsonists may still ke
active, but are far more careful
now that the new law allows the
F, B. 1. to move against them.

“Of course,” he said, “vou al-
ways have bar, grill and restau-
rant fires. This is due t> the na-
ture of the business. A few years
back,” he observed, “bewling al-
leys were overhuilt and we had a
lot of arson there. Another year
there were many furniture store
blazes, .and of course we always
have private residences. Ii’s fun-
ny,” he added, “but one type that
usually ends up at the bottom of
the list is hardware outlets. We
hardly ever have any.”

1t is the work of M:-. Battle’s
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Name.

You can't recruit competitively without competitive
employee benefit programs. Programs that are sharp and
fresh, sensible yet different. Qur job is designing them

that way. We probably do more shaping and tailoring than
any other carrier around. We'd like to tell you more. About
our award-winning SEE Kit, for instance . . . Successful
Employee Education. It's a basic part of our programming
because it drives home, to employees, precisely what they're
being giver.. But there's no room here. So please fill out the
coupon. We're doing fin2 against our competition. May

Please see that | receive a sample SEE Kit, plus
“The Flying Cloud" . . . a handsome 19 x 24 .

we help make it tougher for yours?

color print, very suitable for framing.
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Company

Address
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INSURAMCE COMPANY OF PHILACELPHIA l

( i P.O. Box 7378, Philadelphia, Fa. 19101
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LIFE

department at the AIA, inciden-
tally, that has been credited with
stemming some arson through a
procedure known as “anticipating
fraud fires.”

RECENTLY, for example, an
AlA investigative agent in North
Carolina spotted a prospective ar-
sonist and had the AIA warn its
member company insuring the
man'’s property. Shortly after, the
suspect sold that property and
bought another in Tennessee. A
few: months later the Tennessee
premises went up in flames and a
non-AIA company paid a claim of
$40,000, according to Mr. Battle.

The AIA department that Mr.
Battle heads last year filled 3,454
requests for investigations of fire
losses that were regarded with
some degree of suspicion. In 749

of these, the investigations did not
go beyond the preliminary stage
because suspicion dissipated.

The remaining 2,705 fire losses
were investigated by his depart-
ment. Of these, according to the
department’s findings, 656 were
deemed to have been fraudulently
motivated. These losses, Mr. Bat-
tle states in a report, were in-
sured in a total amount of $26.838
million. In only 99 of these, how-
ever, were arrests made and these
cases represented $3.223 million in
insurance coverage.

In addition to the 99 arrested
and charged with arson for fraud-
ulent reasons, there were 402
other arrests as a result of the
department’s investigations. These
included pyromaniacs, unlawful
intruders, revenge-motivated per-
sons and vandals, he said. ]

Giles ...

Continued from page 9

out service. (Mick v. Kroger Co.
244 N. E. 2nd 859.)

& #* *

THE LIABILITIES under the
new Federal Clean Air Act are
worthy of your attention.

The first suit by the govern-
ment resulted in a consent judg-
ment. The judgment directs the
Bishop Processing Co. of Bishop,
Md., to stop discharging malodo-
rous pollutants from its animal
rendering plant into the air across
the state line into Delaware, but
does not specify how this is to be
accomplished.

According to the decree, the
Delaware director of air pollution
has the discretion to declare that
pollutants from Bishop are reach-
ing into his state. When this hap-
pens, the judgment provides that
a court order may be issued clos-
ing down the processing plant im-
mediately.

Industry should, in our opinion,
work with local and private agen-
cies to learn about the effective
techniques of maintaining clear
air.

L L] L]

HAVE YOU WONDERED what
you do at six o'clock at night
when the air conditioning goes off
—and you have to work nights?

You cannot open the windows
—they just do not open. Can you
force the landlord to furnish pure
clean air?

It is a new problem with these

" modern buildings, constructed like

the tomb of Pharach, but it has
been resolved by the appellate divi-
sion in New York.

The plaintiff was an attorney
who worked evenings, after 6:00
p. m. when the air conditioning
went off. He claimed he had been
partially evicted when he could
get no air after 6:00 p.m.

The landlord, the magnanimous
type, oifered the plaintiff good air
after 6:00 p.m. at the rate of $25
per hour, during nonbusiness hours.
The plaintiff sought reformation of
the lease so that he would be af-
forded ventilation at all times when
he had access to the building.

THE APPELLATE division said
that the administrative code of
the City of New York dictates
that all tenants be afforded access
to breatheable air without any
extra charge beyond that set forth
in the lease. This is a good point
to remember when you are leas-
ing office space and should be
written right into the lease. It is a
most unromantic way for a secre-
tary to be smothered.

There was a dissent. It said that
the air condition did not give the

tenant the right to withhold part of
the rent, A tenant in this case
cannot claim uninhabitability and
at the same time continue to in-
habit the premises. If the tenant
remains in occupancy, the obliga-
tion to pay rent continues and any
wrongful acts of the landlord do
not constitute a defense to the
action for rent. =

This is a serious problem which
we believe should have your
study, depending on your over-
time needs for office occupancy:
(N. Y. Sup. Ct. App. Div. 1st
Dept. Barish v. Pennylvania Ter-
minal Real Estate Corp, 3/13/69.)

® & &

GONE ARE THE DAYS when
the home developer hid behind
that comforting old legal slogan
“let the buyer beware.”

A housing developer has been
held liable to a home purchaser
on a theory of strict liability for
damages sustained as the result of
the failure of a radiant heating
system.

The court of appeals of Califor-
nia stated that it could not be
disputed that the home buyer had
relied on the skill of the develop-
er in producing a home with a
heating system that was reasona-
bly fit for.its intended purpose.
(Kriegler v. Eichler Homes, Inc.
74 Cal. Reporter 749.) [}

SARASOHN

AND COMPANY
PUBLIC ADJUSTERS

CONVENIENT
OFFICES

East Orange, New Jersey (Home Office)

85 S. Harrison Street (201) 675-1400
New York, New York
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Bridgeport, Conn.
(Tri State Adjustment Service Co.)
27 Post Office Arcade  (203) 333-5555

Newburgh, New York
231 Liberty Street

San Juan, Puerto Rico
1700 Ashford Avenue

No. Miami, Fla.
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Memphis, Tean.
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Scranton, Pa.
129 N. Washington Ave.

Kansas City, Mo.
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(305) 945-6338
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Liberals' action to determine fate
of Nixon's occupational safety bill

WASHINGTON—The future of
President Nixon’s proposed occu-
pational health and safety propos-
al, sent to Congress last month ‘de-
pends largely on how hard Con-
gressional liberals try to put teeth
into the measure.

It is thought that the relatively
mild Nixon plan will meet with
little opposition, unless it is trans-
formed by over enthusiastic labor
committee liberals into another
extremely strong bill, similar to
the one President Johnson intro-
duced last year.

There is no question that the
Nixon proposal is not strong
enough to satisfy liberals. Even
the bill’s chief senate sponsor, Ja-
cob Javits (R., N.Y.), who intro-
duced the measure, indicated that
he would like to see the Senate
labor committee strengthen it a
bit.

Highly vocal safety critic Ralph
Nader was quick to jump on the
Nixon bill, charging that all it
would do is set up a “rubber stamp
agency to transform industry-de-
veloped safety and health stan-
dards into Federal law.”

The national board, which the
law seeks to establish to set
standards, would be “structured
so as to be a virtual prisoner of
industry standards associations,”

McCarthy

proffers new
stock seats.

WASHINGTON—Senator Eu-
gene McCarthy (D., Minn.) has
introduced a bill that would in-
volve Congress for the first time
in the controversy over whether
pension plans and other financial
institutions that are registered
broker-dealers should have access
to seats on stock exchanges.

The McCarthy proposal would
abolish current restrictions im-
posed by stock exchanges on the
number of seats available and open
membership on all registered stock
exchanges to all broker-dealers
registered with the Securities and
Exchange Commission.

In introducing his bill, Senator
McCarthy pointed out that finan-
cial institutions such as pension
plans, mutual funds and insur-
ance companies account for half
of the volume on the New York
Stock Exchange and one-fourth of
its gross commissions. Although
many of these institutions are
registered as broker-dealers with
SEC, he said, they are “arbitrarily
excluded by the New York Stock
Exchange from membership on.
grounds that they are not primar-
ily engaged in the brokerage busi-
ness.” Senator McCarthy added
that there are about 4,530 broker-

. appointed members.

Mr. Nader charges.

Despite these charges, some
Capital Hill observers maintain
that Congressional liberals will not
risk killing the measure altogeth-
er by trying to stiffen it too much.

Instead, they say, liberal action
will be centered on opening
loop-holes in the bill that will
allow the next liberal administra-
tion to put some real teeth into
the law without having to legisla-
tively amend it.

BASICALLY, the Nixon propos- *

al would set up a National Occu-
pational Safety and Health Board,
composed of five Presidentially
The board
would have the power to promul-
gate standards that have been es-

tablished by nationally recognized
public or private standard-setting
organizations.

The bill provides that if the
secretaries of labor or health, ed-
ucation and welfare object to any
such ‘“national consensus stand-
ard,” they may bring the objec-
tion before the board, which will
then hold full pubiic hearings
on the matter. The secretaries
have the power to delay imple-
mentation of any standard until
at least three of the board mem-
bers reconfirm their original deci-
sion.

The bill gives the Secretary of
Labor responsibility “or enforce-
ment. The secretary would be re-
quired to seek voluntary compli-
ance first, and if that failed he

would be empowered to bring a
complaint before the national
board.

If the board determines a viola-
tion exists, the secretary could
seek a court enforcement order.
In emergency situations, the sec-
retary could go directly to the
courts and petition for temporary
relief.

A key provision of the bill, from
the Administration’s standpoint,
calls for the encouragement of the
states to establish their own health
and safety programs, which would
take precedence over the Federal
program if they provide at least
as much protection.

Federal grants would pay up to
90% of the cost of developing
such plans, ]

Kuimelis is made vp

Michael B. Kuimelis has been
named a vp of Albert M. Bender
Co., San Francisco, an insurance
brokerage firm.

Agency sues
Hancock

COLUMBUS, O—A Columbus
insurance agency is suing John
Hancock Life Insurance Co. for
payment on a $200,000 key-man
life policy issued on its president,
R. O. Miller, two days before he
died of an apparent heart attack.

The agency, Atkinson-Dauksch,
filed suit late last month claiming
Hancock had denied liability on
the policy. The suit said the Bos-
ton-based insurer was bound for
liability by the initial payment of
$5,313.12 for the first quarterly
premium.

Hancock has requested that the
suit be moved from Franklin
County pleas court to U.S. district
court on grounds that Atkinson-
Dauksch and Hancock are head-
quartered in different states. =

That is, of course, if you're on the moon.
From most places on earth, you can reach
us in minutes.

ways to protect assets and profits, and pro-
vide benefits for people, soundly and eco-
nomically—anywhere.

We're not going to the moon but if you plan
to go, call A&A first.

dealers registered with SEC and
only 1,366 seats on the New York
Stock Exchange.

“THE NEW YORK Stock Ex-
change claims it is protected in its
actions by an implied antitrust
exemption in the Securities Ex-
change Act, but the Department
of Justice, in a brief filed with the
SEC on January 17, 1969, says
such immunity is implied ‘only to
the extéent necessary to make the

We've been going to new places and pio-
neering new ideas in risk management for
70 years. Our specialty is developing better

ALEXANDER & ALEXANDER

exchange work and then only to INCORPORATED
the minimum extent necessary,’ y
Senator McCarthy said. INSURANCE BROKERS

“The Department of Justice
goes on to declare that the SEC
should take steps to require ex-
pansion of stock brokerage privi-
leges to all qualified individuals
up to the physical limit of ex-
change facilities,”” he added. [ ]
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Smith: Lloyd's integrity,
strength lead world market

PROVIDENCE, R. I1.—A Lloyd’s
of London agent here has taken is-
sue with an article in the last edi-
tion of Business Insurance in which
he discussed the condition of the
British carrier in this country.

«] was amazed and shocked by
statements attributed to me in the
Aug. 18 issue of Business Insur-
ance, which contained a number of
urintentional misstatements and
quotations taken out of context,”
Morton Smith, president of Mor-
‘ton Smith Inc. and Medway Insur-
ance Corp. and a Lloyd’s repre-
sentative here, said.

Mr. Smith cited his happy busi-
ness relationship with the world-
wide Lloyd's organization with

whom he has been associated di-
rectly or indirectly for the past 1€
years. “One of the greatest joys
of my business carrer is my total
association with the Lloyd's organ-
ization. What heartens me is the
fidelity of Lloyd’s of London to the
hallmarks of trust and integritiy
throughout this period of general
adversity in the insurance indus-
try.

“WE ALL KNOW there have
been record losses in recent years

‘throughout the insurance industry.

Certainly, Lloyd’s has had their
share of losses. However, Lloyd’s
remains as strong as the Rock of
Gibraltar. Everyone in our indus-

Take a look!

PACIFIC
INDEMNITY
GROUP

Northwestern Pacific Indemnity Co.

LOS ANGELES, OAKLAND, PORTLAND

The three threats to business protection
1) Underinsurance 2) Overinsurance
3) No insurance for major exposures
are eliminated in their entirety by
Pacific Indemnity’s CMP—

Commercial Multi-Peril Policy.

The scope of this Pl coverage

is matched by its competitive cost.

Pacific Indemnity Co. Texas Pacific Indemnity Co.

Affiliated with FEDERAL INSURANCE COMPANY through THE CHUBB CORPORATION
AUSTIN, ATLANTA, DALLAS, FORT WORTH, HOUSTON, KANSAS CITY,

ST. LOUIS, ST. PETERSBURG, SAN FRANCISCO, SEATTLE, SPOKANE

NOW
TRY

MULTIPLE
LINES

try knows the leadership of Lloyd’s
of London. It is not now, nor has it
ever been, a third-rate company.
It belongs at the top of anybody’s
list and everybody knows it.
“Through imaginative decisions
and planning Lloyd’s has led the
world in new concepts of insur-
ance. For example, they have
pioneered the jewelers block pol-
icy, the banker’s blanket dond and
the creative concept of the um-
brella policy, just to name three.

“WHEN I was asked to become
an underwriting member of Lloyd’s
in America I was extrermely hon-
ored and flattered. However, to be
a member of an underwriting syn-
dicate would mean that cne would
have to pledge his entire assets,
and we in America are not accus-
tomed to this type of business
procedure. Our vehicle is usually
the corporate structure, and I told
my friends at Lloyd's that should
the time come that I might be an
underwriting member of any lim-
ited basis I would be most happy
to do so.

“The fact that I personnally
have been a foreign car Zancier all
my life, and enjoyed driving a fine
British-made product like the
Rolls as a hobby, have absolutely
no connection with the business
decision concerning becoming an
underwriting Lloyd's member.” =

Mills bill . ..

Continued from page 1

The employe is not taxed on the
net unrealized appreciazion in the
securities until he sells them, and
then he gets capital gains treat-
ment on the proceeds.

The Mills bill would not change
the tax treatment of the net un-
realized appreciation. However,
the taxable portion of the distri-
bution under current law would
no longer get capital gains treat-
ment, but would be taxad as ordi-
nary income. :

DIVIDENDS EARNED and ac-
cumulated on the emplcyer securi-
ties would continue to receive
capital gains treatment when re-
ceived in lump-sum parouts.

None of the changes affecting
lump-sum distributions would ap-
ply to employer contributions
made during plan years beginning
before January 1, 197C.

The section of the bill which
affects deferred ccampensation
plans—those where the receipt
and taxation of a part of current
income can be deferred until re-
tirement when presumably the
employe will be in a lower tax
bracket—provides that while such
compensation would continue to
be taxed generally wken it is re-
ceived, a minimum tax would be
imposed on all deferred compen-
sation in excess of $10,000 in any
taxable year after last June 30.

THE MILLS BILL would sub-
stantially change the tax treat-
ment of restricted stock plans—
those where securities are given
to the employe subject to certain
restrictions.

Currently, tax payments on
these plans is deferred until the
restrictions lapse, and, then the
employe is taxed only on the val-
ue of the stock when it was trans-
ferred, unless its value in the
meantime has decreased.

The Mills bill generally re-
quires that the employe by taxed
on the fair market value of the
stock immediately upon its being
transferred to him. In cases where
the employe’s interest in the stock
at the time of the transfer is for-
feitable, he wouldn’t be subject to
tax until his interest comes non-

forfeitable. However, the tax

would be based on the value of
the stock right at the time it be-
comes nonfortfeitable. ]

Tornado toll—$7 million

CINCINNATI—The tornado
that struck the Cincinnati area
last month has caused more than
$7 million in property damage—
$5 million to businesses.

The figure does not include
auto and tree damage, which
probably will add another $1.5
million to the overall losses.

The devastating storm caused
four deaths and injuries to 247
persons in Cincinnati and even

Observers for the Insurance In-
formation Institute anticipate
claims of more than $6.5 mil-
lion from some 3,000 property
owners.

About 500 of these claims are
coming from owners of business
and industrial properties with
losses totaling more than $5 mil-
lion.

Claims from more than 2,500
homeowners are expected to add

Hamilton County.

communities in northern
caused by the storm.

Loss adjustment ...

Continued from page 1

irto play. Loss of earnings due to off-premises power
fzilure is covered under conventional business interrup-
tion policies without time limitations. And if a plant
is forced to shut down because civil authorites blockade
an area, business interruption insurance covers losses
for two weeks.

One corporate insurance manager told Business Insur-
ance that he expects to recover for both wind and water
damage done to a plant under construction in the path
of Hurricane Camille because he protected the site with
an all-risk installation floater that does not contain the
familiar flood damage exclusion.

MEANWHILE, hundreds of insurance adjusters scram-
bled into the storm area seeking lodging for themselves
and the material and labor to do preliminary repair
work on buildings their companies insure.

A veteran adjuster explained hurricane adjustment
procedures: “It is our job to separate through analysis
what damage was done by wind and what water dam-
age followed. We must ask ourselves whether wind or
water came first. In most cases we lean over backward
to make equitable adjustment by paying a larger pro-
portion of the loss as windstorm.”

Another loss adjustment executive complained that
insureds get upset about accepting the separation of
damage done by wind and by water. He blamed this
in part on news accounts that play up the spectacular
velocities of winds.

«But look at hurricane photos,” he advised, “and
you'll notice that the bulk of the damage—maybe 85%
—is done by the floating effect of water. The tremen-
dous crush of water is the reason you have some seri-
ous damage to the fronts of mercantile houses. Water
knocks out the plate glass and swishes through to wash
out the contents.”

A SPOKESMAN for the Mississippi insurance depart-
ment cautioned Business Insurance about mentioning the
possibility of disputes between insurers and insureds over
Hurricane Camille settlements. “We don’t anticipate any
difficulties, but if newsmen play up the problem this
in itself may cause trouble,” the official said.

Florida’s insurance department reported that after
other hurricanes there has been little public dissatisfac-
tion with loss adjustments. Officials of that department
met last Thursday in Hattiesburg, Miss., with insur-
ance industry representatives and insurance regulators
from three other Camille-hit states to agree upon loss
adjustment procedures, ]

\® thousands right
i/ ] under your nose

SEI.F INSURANGE generates cash flow. No advance

premium payment required for primary losses. This cash is
used only when necessary. Robert F. Coleman, Inc. will out-

line a self insurance plan that will make your money work
for you—for a change!

For consuitation and complete service have your Insurance Broker

or Insurance Manager contact

ROBERT F. COLEMAN, INC.

® Workmen's Compensation ® Public Liability
@ Accident Control Specialists since 1923

Send for our informative brochure outlining this timely and vital insurance plan,

120 East 23rd St. e New York, N.Y. 10010 e Telephone: 777-4210

another $1.5 million to losses
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Florida legislator 'not the least’
involved with State Fire failure

MIAMI—A Florida legislator
was cleared of conflict of interest
violations in connection with the
collapse of State Fire and Casual-
ty Co. of Miami.

But the Florida house ethics
committee, which found “not the
least” amount of evidence to con-
demn Rep. Carey Matthews, con-
ceded that a tightening was need-
ed in conflict of interest laws gov-
erning legislators.

At the same time, a Florida
house subcommittee looking into
the state’s troubled insurance in-
dustry heard charges that the
Florida insurance department may
have unwittingly helped the Mafia
infiltrate State Fire by waiting too
long to force it into receivership.

THE SUBCOMMITTEE indicat-
ed that suspected Mafia figures
who helped drain the insurance
firm will be called to testify be-
fore the continuing probe in Mi-
ami.

Rep. Matthews, chairman of the
house insurance committee, served
as an official of State Fire and
represented the company in claims
cases. According to testimony be-
fore a U.S. Senate anti-trust and

Tax slants. ..

Continued from page 16
estate would receive the full val-
ue of the policies.

e If he reached age 65 and
still worked for the co-op, he was
entitled to the policies as well as
all the benefits and proceeds from
them.

e If Mr. Frost quit before age
65, he was entitled to receive the
cash value of the policies as of the
date of termination.

THE PARTIES also executed
an assignment of the policies and
a trust agreement, naming a bank
as trustee to carry out the terms
of the arrangement. The trust
could be terminated only if both
parties consented.

The tax court ruled that the
employer had conferred a present
economic benefit on Mr. Frost be-
cause: (a) He was entitled to the
annual increase in cash wvalue
since this was the minimum
amount available to him if he
resigned—thus, in effect, this
amount was vested; and (b) Mr.
Frost also received each year
basic insurance protection.

Thus, the employe received im-
mediate economic benefit which
amounted to additional current
taxable income. (See Frost, 52 TC
No. 9)

* - »

NEW RULING ON group insur-
ance: Life insurance companies
now offer renewable one year
group term insurance contracts
for both active and retired em-
ployees. Premiums are based on
the expected cost of claims, ex-
penses, ete, and, in addition, in-
clude an amount to be added to
special reserves—a retired lives
reserve and a stabilization re-
Serve.

The amount of the annual addi-
tion to the reserve (whether it is
a retired lives reserve, a stabiliza-
tion reserve or a combination of
the two) is the excess of prem-
iums paid by the policyholder
over the sum of claims, expenses
and other charges.

A new Internal Revenue ruling
says that annual premiums on
such contracts are fully deductible
even though a portion of such
premium 15 credited to a retired
lives reserve, a stabilization re-
serve or a combination of both.
(See Rev. Rul 69-382.) =

monopoly subcommittee, he billed
State Fire for more than $202,000
for legal services over a 15-month
period in 1968 and 1969.

Ethics committee chairman John
Savage noted that Rep. Matthews
had resigned his corporate position
with State Fire before his appoint-
ment to the insurance committee
and had made “full disclosure” to
the legislature of his connections
with the firm.

“I think he complied with both
the law and our rules,” Rep. Sav-
age said, stating that Rep. Mat-
thews’ actions fell within a recent
U.S. Supreme Court ruling on con-
flict of interest.

THE HOUSE GROUP investi-
gating insurance problems heard

Rep. Kenneth MacKay Jr. charge
that “If organized crime took this
company over, it did so after it
was broke,

“If the insurance commissioner
had moved in to rehabilitate it,
there wouldn’t have been any-
thing to take over.” -

State insurance commissioner
Broward Williams has contended
that the company was drained
through Mafia loans.

Mr. Williams told the subcom-
mittee that he would move faster
if he had the case to handle again.

“IN THE FUTURE, we will be
a little more hard-nosed in our
actions,” he said. “In the case of
State Fire, we were taken in—but
we were not alone.”

Rep. MacKay, who questionecf :

Mr. Williams and insurance ex-
aminer William Venn, maintained

the insurance department knew

the company was in deep finan-
cial trouble more than two years
before it took official action. State
Fire was placed in receivership
April 4 and is being liquidated. It
reportedly is $8 million in debt.

Rep. MacKay’s line of gquestion-
ing was designed to show that the
company had been drained of
most of its assets long before
there was a hint of Mafia connec-
tions.

“There appears to me to be suf-
ficient grounds to believe that one
or more grounds (for receiver-
ship) existed as early as 1966,” he
said. He accused Mr. Williams of
ignoring warnings in an examin-
er’s report prepared by Mr. Venn,

“I'M NOT willing to admit the
company was insolvent then,” re-
plied Mr. Williams. “They were
changing their management; we

understood more cash was coming
in. We were going on the assur-
ance management would and
could perform.”

He asked the subcommittee to
prepare legislation' allowing him
to take over a faltering company
immediately, without waiting for
court approval.

One likely candidate for Mr.
Williams® job, former house
speaker Ralph Turlington, blis-
tered the department for listening
to “fairy tales.”

Committee chairman Jerome
Pratt promised to pursue possible
Mafia links after State Fire presi-
dent Benjamin Dobson told the
legislators he would supply names
on a ‘“‘confidential” basis.

Mr. Dobson contends insurance
department harassment helped
push State Fire into receivership.
He said the company was in seri-
ous financial trouble before he
became a director in October
1967, and contended the depart-
ment knew it. ]

Big news for small companies
fromThe Bankers Life.

Long lerm
Disability Insurance

IS available for groups
of 310 24 people.

Long Term Disability insurance, along with a complete group insur-
ance program, is available for 3-24 life groups.* This Bankers Life
coverage provides monthly income in the event of an employee's total
disability due to accident or sickness. And cost is the smallest part of it.

Monthly benefits may range up to $1,000.

Can be bought with 1, 3, or 6 month qualifications.
Rate basis is guaranteed for 3 years.

Premium is based on age of employees.

Only a compzny like The Bankers Life who has written more new
group annuity contracts than anyone else over the last 12 years, could
offer Long Term Disability to smaller companies. We're glad to have
the size, stability—and underwriting know-how—to do it.

For further information, get in touch with us. */n almost all states

THE BANKERS LIFE 7Y

BANKERS LIFE COMPANY, DES MOINES, IOWA 50307
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Risk managers don't buy chain store theft figures

CHICAGO—Pilferage from U.S.
chain stores during 1968 totaled
more than $550 million, execu-
tives of a detective agency have
claimed, but insurance managers
for some large nation-wide chain
store operations don’t believe it.

The estimate, according to John
T. Lynch, president of Lynch
Special Services Inc., and Edward
R. Kirby, a Lynch vp, comes from
43 long-running investigation of
client losses.” And employes, they
contend, are responsible for 85%
to 90% of the pilferage.

While discounting the Lynch
estimate, insurance managers of
large chain stores say that no one
knows how much employe pilfer-
age is a factor in inventory
shrinkage. But the insurance ex-
ecutives contend that fregquency
and size of employe dishonesty
claims have been unchanged and
low during the past several years.
Between 5% and 1% is said to be
a decent, livable overall amount
of shrinkage.

MORE SPECIFICALLY, ac-
cording to Mr. Lynch, “supermar-

TEXAS
WORKMEN'’S
COMPENSATION?

Look that up in your
Funk & Wagnalls!

Or better still, let us spend a
few minutes explaining this
sometimes obscure subject..
You'll find that there are
very sound reasons for treat-
ing Texas as a special part
of your company's overall
workmen's compensation
program.

TEXas EmPLOYERS’
INsSsuURaNnce AssociaTion

P. O. Box 2753 Dallas, Texas 75221

EMPLOYERS INGURARCE OF TERAS: TEXAS EMPLOYERS INSURANCE ASSOCIATION
IMPLOYERS MATIONAL INSURANCE COMPANY « CMPLOYERS CASUALTY CORPANY
EMPLOTERS MATIONAL LIFE [NSURRNCE COMPANT

ket thievery is on the increase
today, not only by employes who
move shipments of food in and
out of stores, but by some pur-
chasing agents of large chains and
even managers of the stores.” “This
situation is especially critical be-
cause supermarkets operate on
such small price markups,” Mr,
Kirby added.

But the insurance manager for
Great Atlantic & Pacific Tea Co,,
Van Vilet, told Business Insurance
that the security executives’ fig-
ures are “dreamed up. Sure, every
once in a while there’s a bad man-
ager, but it's just like everything
else, Every once in a while some-
one comes along with some shock-
ing figures.”

Russel Drake, insurance man-
ager for Alliance Food Stores, De-
troit, also questioned the claim
that $550 million was pilfered out
of chain stores during 1963 by
employes. He said that it would
be interesting to know precise
shrinkage statistics and to be able
to compare them with others in
the supermarket business but that
his employe dishonesty coverage
has not had to respond to any
significant losses since he became
the insurance manager for Alli-
ance.

Mr. Drake explained that such
coverage is designed to protec:
against large thefts and not small
pilferage.

GENERALLY, it was learned,
fidelity coverage limits run about
the same as bankers blanket bond
coverage. A $1 million limit is
standard for a primary cover and
few, other than those who are in
the business of storage and large
retail operation, buy coverage be-
yond that limit. For example,

Foremost McKesson & Robbins
Inc., a warehouse operation deal-
ing in liquor, drugs, chemicals
and hosp:tal supplies, carries a
$5 million limit cover with Hart-
ford Accident and Indemnity Co.
(Business Insurance, Junz 9, 1969.)
Deductibles, unless losses have
been unusually high, are consid-
ered low—=$1,000 to $5,000.

The insurance marager for
Federal Inc, Detroit, Joseph
Schuch, however, said that his
American Mutual fidel:ty cover-
age has experienced “a fair
amount of claims. Usuzlly, losses
are not much over the deductible,
though,” he added. Federal takes
a $2,000 ceductible.

“The biggest problam,” Mr.
Schuch said, “is that when you
catch somebody you catch them
with a small amount of theft. It’s
difficult to document now much
the guy may have stolen in the
past.”

Another problem is that local
law enforcement officials aren’t
interested in establishing the com-
plete amount stolen, tne Federal
insurance manager said. They are
more interested in fully document-
ing a single theft and obtaining a
conviction.

ANOTHER INSURANCE man-
ager for a large chain operation
said that the rates on employe
dishonesty insurance aren't high
because recovery is easy once an
employe is caught stealing. To
avoid prosecution, many dishonest
employes will go to any extent to
return the value of tke goods or
money stolen.

The insurance manager com-
plained that when an employe has
returned what he has stolen, in-
surance companies are reluctant

ITT offers employes

paid-up lite, mutual fund

NEW YOREK—International
Telephone & Telegraph Corp. is
offering to its salaried employes
in the U.S. the opportunity to
purchase mutual funds and life
insurance on a payroll-deduction
basis.

What can our

independent
consultation
do for your
EMPLOYEE
BENEFITS
Programs?
Design—Simplify—

Improve . . .

Develop at lowest possible cost
plans that deal with an employer$
involvement in the areas of em-
ployee and industrial relations.

Corporate Policyholders Counsel, Inc. is not an agency or brokerage;
we do not sell insurance. We do provide professional insurance
and employee benefits specialists, well qualified to analyze plan
design and financial results achieved; coordinate all segments of
a fringe benefit and employee communication program; and elimi-
nate over-lapping of statutory and non-statutory benefits.

We will help you make certain your program develops maxi-
mum values for every colar invested in the well being of your

employees!

CORPORATE POLICYHOLDERS COUNSEL, INC.
20 North Wacker Drive o Chicago 60606 e Phone 312 - 372-8225 :

Ask for Robert 0 'Meara, or write for Brochure B- 100

l CORPORATE POLCYHOLDERS COUNSEL ING.

* Independent Consultants / Insurance and Employee Benefits

termination
of employment

disability

Contingencias
of Employment

The new ‘“‘security savings pro-
gram” will use ITT's Hamilton
Management Corp. facility for the
mutual fund and the company’s
life insurance companies for the
life insurance portion of the pro-
gram.

The life insurance features
nonmedical amounts for ages up
to 45. Employes may purchase
shares in a new Hami.ton Growth
Fund for as little as $10 per
month.

THE PROGRAM is being of-
fered as a service to the ITT em-
ployes, and before being offered
to any ITT System company, the
management receives a letter from
Harold 3. Geneen, chairman of the
board and president of ITT, advis-
ing that the program is available.

In addition, ITT is using several
communications media such as
posters, payroll “stuffers,” articles
in the company'’s internal publica-
tion and group meetings with em-
ployes to announce to the em-
ployes that the service is avail-
able.

ITT holds an initial enrollment
period which varies depending
upon the number of eligible em-
ployes in a given ITT unit and
anticipates that brief reenroll-
ments will be necessary in nine
months to a year after the initial
announcement of the program. =

Scott files suit

The Scott Paper Cd., Pittsfield,
Mass.,, has filed a $50,000 Berk-
shire County supericr court suit
against the Lenox Machinery Co,,
Lenox, Mass., whose machinery
was allegedly responsible for dam-
ages suffered by a Scott customer.

to proceed with prosecution. “The
insurance companies are only in-
terested in not paying any claims.,
They den’t want to solve the
problem,” he said.

Roger Simpson, insurance ad-
ministrator for the Independent
Grocers Assn, said that he was
aware of some of the small fran-
chise members in the IGA who
buy employe dishonesty protec-
tion. The IGA, in fact, nas put on
training programs to combat the
problem and has a training film
on the subject.

“But,” Mr, Simpson said, “it's
difficult to prove product pilfer-
age. If a guy is taking from the till,
it’s a different story. But if he’s
running out the back door with a

hamhock and a turkey every
night, it’s difficult to prove.”

MR. SIMPSON, along with the
other insurance managers, dis-
counted the effectiveness of put-
ting security guards in stores.
“The problem is,”’ one insurance
manager confessed, ‘“that the
guards could just as easily be
stealing, too.”

Mr. Kirby and Mr. Lynch, of
the detective agency claiming the
$550 million employe theft prob-
lem, tended to agree with the in-
surance managers. Mr. Kirby put
it this way: “Most guard forces
really aren’t much help because
most guard forces are poorly
trained.” L]

Civil rights . ..

Continued from page 6

any policy of insurance as well as
being within the express exclusions
of all policies of insurance.”

Other civil rights liabilities,
said Mr. Baylor, may be within
the coverage of the special en-
dorsement, unless they are within
the coverage of the exclusion per-
taining to willful violation of a
penal statute.

Mr. Baylor pointed out, how-
ever, that the penal statute exclu-
sion may have little impact on the
insurer's duty to defend, except
where the insured is “promptly”
convicted of a violation.

MR. BAYLOR said his own re-
search indicated that “for the vast
majority of defendants, an insur-
ance contract for the defense of
any civil rights action is a very
valuable and attractive purchase
even if the insurer iz unwilling
because of the risk or unable be-
cause of state insurance code to
provide the further coverage of
damages assessed.” He said the

reported jury awards for -ecivil"

rights liability have been less
than $10,000 in most cases.

TO DATE, he said, the only re-
ported actions of successful recov-
ery of damages have beer. against
policemen for arrest or search or
agains: jailers for wrongful de-
tention.

Mr. Baylor said the civil rights
statutes have been given “tremen-
dous new vitality” by last year’s
Supreme Court decision involving
Jomes v. Alfred H. Mayer Co: The
court held that relief might be
obtained from a private individ-
ual or a corporation, regardless of:

the defendant’s encouragement by
or connection with state law or
officials,” for deprivation of the
rights set forth in the Civil Rights
Act.

Although the “well-pleaded”
relief was injunctive in nature,
the court indicated that damages
would be available in “appropri-
ate cases,” Mr. Baylor said.

In Jones v, Mayer it was held
that the plaintiff, to whom the
defendant had refused to sell a
home for the sole reason that the
plaintiff was Negro, was entitled
to “an effective equitable reme-
dy” from a Federal court to ena-
ble him “to purchase the home at
the price prevailing at the time of
the wrongful refusal.”

MR. BAYLOR said that under
various sections of the Civil Rights
Acts actions may be brought
against private individuals and
corporations for money damages
for:

e Failure to hire or advance
an employe because of the em-
ploye’s race;

e Racial comments or other
discrimination in a collateral ac-
tion;

e Damage to real or personal
property, tangible or intangible,
arising from race riots or other
acts resulting proximately from
racial diserimination;

e A testator’s discrimination
among beneficiaries solely on the
ground of race;

e Refusal solely on the ground
of race to sell personal property,
such as food, accomodations and
services;

e Going on the highway or on
the premises of another for the
purpose of depriving any person,
regardless of his race, of equal
privileges under the laws. [ ]

Management Consultants

COMMONWEALTH SERVICES .INC.

NEW YORK, N. Y.
300 PARK AVE.
(212) 688-1800

JACKSON, MICHIGAN
WASHINGTON, D.C

Insurance and Pensions:

insurance audits,

management of corporate insurance programs,
evaluation and planning coverage for specific application,

analysis of pension and employee benefits programs.

. Commonwealth diversification helps

management solve complex problems.

Its strength is reinforced by its ability to
draw upon the resources of its various companies.
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New fraud coverage on bank cards
doesn't cover early holders' thefts

CHICAGO—The $1 million
Aetna Casualty and Surety coun-
terfeit and fraud coverage on the
Midwest credit card system won't
cover any of the $10 to $18 mil-
lion swindle suffered by Midwest
and just announced by U.S. De-
partment of Justice. The coverage,
acquired long after the loss, may
never be called upon, according to
Midwest bankers.

The bankers contend that such
a disaster could never happen
again. Most of the fraud, of which
the Midwest credit. card system
bore the brunt, tock place during
the first 120 days that. Midwest
was getting off the ground back
in late 1966 and early 1967.

* The coverage now provided the
Midwest system comes in the
formi of two packages.

THE FIRST package was just
acquired by Interbank and covers
all member banks with a $1 mil-
lion limit, Each bank assumes a
$50,000 deductible and a 20% co-
insurance factor.

The second part of the package
is being sold by Aetna to Inter-
bank member banks. It has a $1
million limit also. But major
banks are being asked to take a
$200,000 deductible in addition to
a $10,000 per credit card deducti-
ble.

The five banks that suffered
the $10 to $18 million fraud are
First National Bank of Chicago
(with its First Card), Continental
Illinois National Bank and Trust
(Town and Country), Harris Trust
and Savings (Charge It), Central
National (Central Charge) and
Pullman National Bank and Trust

Arizona rate

hike set for
September 1

PHOENIX—The Arizona insur-
ance department has disclosed
that many insurance companies
will increase fire insurance rates
on some commercial structures by
20% September 1.

Melvin Dunton, chief deputy
director of the department, also
disclosed that a department re-
gquest has resulted in agreement
of all companies to withdraw a
vear-old premium surcharge for
protection of property against civ-
il disorders.

THE SEPTEMBER 1 commer-
cial fire insurance rate hike will
average 20% on hotels, motels and
most retail businesses, he indicat-
ed, but manufacturing will not be
affected.

The increase was sought by
about 125 companies, which, Mr.
Dunton explained, write roughly
half the fire insurance in the state
through local agents. He also not-
ed that a 20%-25% rate increase
for school building coverage is
about half that requested by the
companies. (]

G-P workers avoid strike

Georgia-Pacific Corp. tissue di-
vision employes, Bellingham,
Wash., accepted the firm’s second
offer in voting to avert a strike.
Local 309 of the Assn. of Western
Pulp and Paper Workers voted
224-95 to accept a new two-year
contract, running through May 1,
1971, but retroactive to last
March 15, when an industrywide
contract expired. Among im-
provements in the agreement is
extension of the company-paid
medical plan to dependents of
Georgia-Pacific employes.

(Illinois Bank Charge).

Officers of the banks said that
security measures instituted since
the initial first-class mailing to
depositors (many of whom did
not request the credit cards)
would prevent an equal debacle.

ALTHOUGH they declined. to
specify their exact losses, Busi-
ness Insurance reported on July
21 that losses totaled $12 million.
It was also learned that 800 to 900
retail merchants have been elimi-
nated from the Midwest credit
card system as “undesirable
risks.”

At one time, 400,000 credit card
numbers were listed on the Mid-
west system “hot sheet” (cards
that are stolen or lost). Presently

about 2,000 cards are on the Mid-
west “hot sheet.” ;

One banker in the Midwest sys-
tem told Business Insurance that
the maximum fraud run up by
any one credit card during the
first 120 days was $10,000. Be-
cause this is the same amount of
the deductible for the Aetna
fraud coverage, he said it is now
“somewhat difficult to justify the
cost of this insurance.”

HOWEVER, another banker said
that, given the proper circum-
stances, it would be possible for
a single credit card to rack up
$100,000 in bad credit.

Another banker said, “Why stop
at $100,000—why not $1 million?
It’s entirely possible that someone

could run up that much with a
single credit card, But it would be
like walking up to a safe and
opening it without knowing the
combination.”

Security measures instituted
since the original fraud include 20
investigators at one major bank in
the Midwest system, maximum
credit sales of $50 without calling
the Midwest credit card system,
and a phone call to every card
holder who shows up with an un-
usual number of charges in a
short period of time.

Most of the Midwest credit card
bankers said they are now mail-
ing all new cards registered mail
(costing about 80¢ each mailing).
However, it is known that at least
one major bank is still mailing its
cards first class.

WHILE ANNOUNCING the in-
dictments of 32 persons in connec-
tion with the $10 to $18 million
fraud, U.S. Attorney Thomas A.
Foran agreed with the bankers

that a similar fraud could never
be performed again.

The original swindle was car-
ried off by store owners who ob-
tained credit cards from ‘‘passers”
that were not on the Midwest sys-
em “hot sheet.” They would then
stamp sales slips with the eredit
cards, often forging the signature
of the name on the credit card.

One of the indictments returned
accused a mail carrier of theft of
credit cards from the mails.

Merchants who worked in collu-
sion with the credit card passers
would advertise products for just
under the $50 limit that required
a phone verification from Mid-
west to complete a sale, This, au-
thorities said, lured credit card
passers to fraudulent merchants.

Interbank is the only credit card
system that has counterfeit and
fraud coverage. The other credit
card operations named in the
swindle are American Express,
Humble Qil Co. and Cities Service
0il Co. ]

The farther away
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Insurance Company of North America
16th and Parkway, Philadelphia

you build your plants, the closer

That’s one of the advantages of insuring with INA—Insurance
Company of North America. We’re close to you here. We're close
to you there. With our own service facilities in 110 foreign coun-
tries and our own employees all over the world, INA gives you the
same management, underwriting and claims service abroad we
provide for you here at home.

We're the only U.S. insurance company that does.

As a result, INA knows more about worldwide insurance and
can provide you with more kinds of imaginative insurance cover-
age overseas than any other U.S. company.
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Court limits insurer's
right to cancel policy

DENVER—The Colorado su-
preme court, in a 5-2 decision,
ruled that when an insurance
company accepts back payment to
continue a policy in force, knowing
that an injury has occurred, it
cannot say later that the policy
had lapsed at the time of the
claim.

The decision, written by Justice
Donald E. Kelley, affirmed a dis-
trict court decision in Montrose,
Colo., awarding $1,188 to Thomas
T. Cooper under health and acci-
dent benefit of a policy written by
the American National Insurance
Co. of St. Louis.

Mr. Cooper had paid premiums
to the firm through his bank for
one year but then switched bank
accounts, and his monthly pay-

Every
Lloyd-Thomas
appraisal...

— carries with it the name -

and reputation of one of the
oldest and most respected ap-
praisal organizations in the
United States. Write for in-
formative booklet, “What the
Businessman Should Know
About Fire Insurance” — ad-
dress Dept. BI.

industrial
commercial
institutiona

TTHIE
LLOYD-THOMA
Recegnized appraisol authorities 3

4411 Ravenswood Ave., Chicago, Ill. 60640
Representotives coast o coost

ments fell two months behind.

ON JUNE 13, 1967, he received
a letter from the firm telling him
to pay the back premiums “so
your policy will continue in
force.”

Later that same day, Mr. Coop-
er was injured at work in a dyna-
mite explosion.

The next day, his father-in-law
took the letter from the company
to the local ihsurance representa-
tive along with a check for the
back payment plus the next
month’s payment in advance.

“With full knowledge of the ac-
cident and the resultant injuries
to Mr. Cooper, the local agent
accepted the check and tendered
it to the company,” said Justice

: Kelley.

THE COMPANY claimed in
court that since the accident oc-
curred prior to payment, Mr.
Cooper was not covered before
reinstatement.

The high court majority deci-
sion said the company’s letter
“clearly implied” that Mr. Cooper
had a reasonable time to send the
back payment and the firm re-
garded him as being still covered.

The majority ruled that in a
case such as this, where a compa-
ny “receives anc retains prem-
iums for the period of the acci-
dent with full knowledge of the
accident and injuries to the in-
sured, it waives whatever rights it
had under the reinstatement pro-
visions of the policy.”

Justices Edward C. Day and
James K. Groves dissented
“put mildly,” Justice Groves
wrote. He said he would enforce
the provision of the policy cover-
ing only losses resulting from in-
juries after the date of reinstate-
ment, L

Forms aviation division

Crump Underwriters Co., an af-
filiate of E. H. Crump and Co,,
Memphis, Tenn., has formed an
aviation insurance division. Curtis
E. Bell, who has been with Crump
since 1967, has been appointed
manager of the new department.

Unhiased™

EBS RISK MANAGEMENT analysis of your corporate in-
surance and risk management programs or problems—domestic
or foreign—will give you an unbiased professional viewpoint.
Recommendations seek optimum protection from risk exposures
at minimum expense to the corporation.

EBS maintains the country’s largest group of risk man-
agement specialists engaged solely in consulting and advisory
services to company officials. These experts are respected and
experienced. Their evaluations are competent, independent, un-
biased. Their services are designed to consider all areas through
specific or continuous audits or advisory studies. Their assistance
is available from offices nation-wide.
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Fla. city
may lose
fire rating

FORT LAUDERDALE, Fla—
Faced with the loss cf its present
fire insurance classification, this
city will be told in September the
improvements needed to prevent
this downgrading which would
mean a raise in the basic rates for
city residents and businesses.

Mayor F. Peter Clements has
instructed the city manager’s of-
fice to conduct a “staff study” of
the situation “to ascertain what
the city can afford to prevent this
from happening.”

City Manager Robert Bubier
told Business Insurance that he
and his staff will ssudy all the
elements considered when fire in-
surance ratings are established.

“WE WILL STUDY all the de-
partments, in depth,” said Mr.

Bubiexr.

Fire insurance classifications, set
by the Florida Inspection and
Rating Bureau, are based not only
on the condition of a city's fire
department but also on the water
supply, condition and construction
of buildings and other variables.

According to Timothy Sullivan,
safety management consultant, Fort
Lauderdale is likely to lose its
present class four rating unless the
fire department is upgraded.

Mr. Stillman, who urged Mayor
Clements to have the study made,
said ecity residents and business-
men will face a “heavy increase”
in fire insurance rates “unless the
fire department is raised to the
status of a major department.”

Mr. Bubier said he does consid-
er the fire departm=nt a major
depar:ment. He said the sugges-
tions 10 upgrade it are “out of the
question financially at this time.”

Mr. Stillman said that six of the
city’s active fire trucks are older
than the 15 years maximum rec-
ommended, according to national
standards. He added that the two
reserve trucks are older than the
20 years maximum rzcommended.

Mr. Stillman pointed out that
sufficient personnel should be
provided so that two persons can
be or duty at all times in the
alarm office, a standard required
when the number of alarms is in
excess of 1,500 a year.

Mr. Bubier said that he hoped
to have the complete report ready
for the city commissioners before
the end of next month. ]

Cassidy gets
Airtemp post

DAYTON, O—Waltex E. Cassi-
dy, a 13-year employe of Airtemp
Division of Chryslez Corp., has
been named supervisor, employe
services and programs, after serv-
ing ir. various personnel positions.

In the new position, Mr. Cassi-
dy is responsible for a self-in-
sured workmen’s compensation
program that covers Airtemp’s
6,000 employes, safety and indus-

trial security, which encompasses |

defense security and classified
personnel. He also handles man-
agement training, the division
suggestion program and Airtemp’s
communications system.

Mr. Cassidy reporis to the per-
sonnel director of Airtemp. ]

Swenson is president

Harold F. Swenson has been
elected president and chief oper-
ating officer of Bishop's Service
Inc.,, New York, which provides
confidential reports on individuals
and organizations.

Sanitary union ponders
dropping Blue Cross

NEW YORK—A proposal by
the president of this city’s sanita-
tionmen’s “union that city em-
ployes pull out of Blue Cross be-
cause of “extraordinarily high”
rates and form their own hospi-
talization plan has met with pas-
sive response from employes.

The ball was dropped by John
J. DeLury, president of the Uni-
formed Sanitationmen’s Assn.
Mayor John V. Lindsay picked it
up, naming a joint labor-govern-
ment committee to study the pos-
sibility of the city serving as a
self-insurer for the more than
900,000 present or retired city em-
ployes and members of their fam-
ilies who are covered by Blue
Cross.

Mr. DeLury's suggestion was
precipitated by an application by
the Associated Hospital Service,
which operates the Blue Cross
program, to increase rates as much
as 83.6% for some subscribers.

The state insurance department
approved the increases, only in
smaller amounts that would aver-
age 43.3%. Since then, however,
both Mayor Lindsay and his dem-
ocratic opponent in the November
elections here, Mario A. Procacci-
no, have obtained state supreme
court orders directing the insur-
ance department to show cause
why Blue Cross increases should
not be barred.

Although the current Blue
Cross request would not raise the
rate for the city employe group,
Mr. DeLury said it would cost his
union some money.

UNDER ITS standard contract,
Blue Cross picks up the whole bill
for the first 21 days in the hospi-
tal and half of the bill for any-
thing longer, up to 180 days. The
city puts up extra funds which,
under some union contracts, shift
this to a contract that gives full
payment for 120 days.

However, Mr. DeLury’s union
serves as a self-insurer for its
members after the initial 21 days,
using the extra city money to de-
fray the cost. If hospital costs
continue to soar, therefore, sanita-
tionmen's bills will soar also.

The mayor’s office, on the other
hand, said the administration was
concerned about Blue Cross’ re-
quest for a rate increase for both
“social reasons” and because of
spillover effect. That is, if private

insurance was priced out of the
reach of the less affluent, the city
might have to help pay their hos-
pital bills under Medicaid. '

A source at Blue Cross told Busi-
ness Insurance that he “wouldn’t
hazard a guess as to whether the
city will actually try this.

“I THINK the thing you have
to remember,” he said, “is that
other organizations have gone to
self-insurance before and they've
always come back to us.

“Every union leader had to take
a position for his membership—
for political reasons,” he went on.
“As far as the mayor is concerned

. . well, I don’t know. This is an
election year and a perfectly good
time for Mr. DeLury to walk in.”

Asked if he thought Mr. De-
Lury and the mayor were using
the issue as a club to bat Blue
Cross rates down, he answered:
“Perhaps, but this is a peculiar
way to do it. Now maybe they'll
try to knock down the costs we
have to pay hospitals.”

Commenting on the present sta-
tus of his suggestion, Mr. DeLury
said that he was “neither elated
nor depressed” that the mayor
had appointed a committee to
study the proposal.

Concerning Blue Cross’ passive-
ness, he added, “This may be the
year the boom is lowered on them.
They've led a charmed life and 1
think some of the charm is rub-
bing off. This might be the year
of reckoning. We're certainly doing
everything in our power to insure
that.” ]

Bill assures
hazard cover

SACRAMENTO—Legislation has
now gone to Gov. Ronald Reagan
for his signature which would
guarantee continuation of fire and
related insurance in “hazard”
areas.

The legislation, introduced by
Assemblyman Robert Moretti (D.-
North Hollywood), requires fire
insurers in California to guarantee
the availability of fire insurance
for all property—residential, com-
mercial and public.

The new law takes advantage
of the U. S. riot reinsurance pro-
gram and will be administered by
the California FAIR plan. "

classified advertising

RATES AND CLOSING TIME: $2.00 per line, minimum charge $8.00. Cash
with order. Figure all cap lines ( mazimum—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 publication
date. Published every other Monday. Display classified takes card rate of
$16.00 per column inch, and card discounts on size and frequency.

* POSITIONS WANTED

HELP WANTED

RISK MANAGER - CONSULTANT
AVAILABLE
Excellent background in corporate rlsk

management and top references. Will re-
locate. Salary open.

Box 958, ADVERTISING AGE
740 Rush $t., Chicago, 111 60611

MISCELLANEOUS

STAND OUT IN THE CROWD OF COMPETITION!
Use Cient Cards. Create sales and generate
good will. Free samples and brochure. Ed
Black Publishing, Box 481B, Albany, Oregon

97321

ASSISTANT
INSURANCE MANAGER AND
SAFETY COORDINATOR

A major (NYSE) diversified com-
pany has an unusual growth op-
portunity for a fire and accident
prevention specialist. Position re-
quires insurance or industrial ex-
gerience. ability to identify
azards, install and promote safety
programs.
Salary open. )
Relocation expenses paid.
Excellent fringe benefits

Send resume to: Insurance Director

P. 0. Box 1037

Louisville, Ky. 40201




4 The following sales message may be
: somewhat unpleasant, but please

take it anyhow. It's good for you.

Business insurance is like castor oil.
It 1sn’t too bad if you get it over with fast.

If you’re like most businessmen, in-
surance details bug you. Or bore you.
Or both. That’s why The St. Paul in-
vented the MULTICOVER plan.

Now, you can simply call one agent,
and get one MULTICOVER plan that
fits you and your business. You can
write just one check every month,
and you call the same agent to settle
all claims.

MULTICOVER can include auto in-
surance, insurance against property
damage, fire, burglary, forgery, acci-
dents, death and about thirty-five
other catastrophes that are just too

unpleasant to mention in a classy
magazine like this.

You save time, obviously. You get
fast, fast, incredibly fast relief from
petty details. You may save some
money, too: 15%, maybe more.

(In all honesty, we must admit that
other insurance companies offer poli-
cies similar to MULTICOVER, so you're
not confined to the venerable, solvent
St. Paul. But we may offer a few
benefits not available elsewhere, all
of which will be explained, if you
wish, by an independent agent listed
under our name in the yellow pages.)

We realize that, for most business-
men, insurance still has all the sales
appeal of castor oil. But at least now
you can take it like a man.

THE ST. PAUL

INSURANCE COMPANIES

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



Is there room for the
maverick point of view
in business insurance?r

Allstate sells just about all of
the kinds of insurance
your company needs.

After a few short years of
staffing up, we’re ready to
d At Allstate, we’ve never  tackle any problem you can

2<sd been content to do throw at us—however big.
things the way they’ve always Our men are specialists.
been done. And we’ve never let  Handpicked. Experienced.
ourselves get boxed-in by out- Valuable. -
of-date t.hinking that chokes | Just maverick enough to
off new 1deas. brmg you a fresh and hel ful

Now we’re bringing this point of view. And probably

same maverick point of view able to save you money in
to business insurance. the bargain.

It will pay you to talk to
Allstate, next time you need a
quote. Call us, won’t you?r

Allstate

BUSINESS INSURANCE

Allstate Insurance Company



