
Doctor' s antitrust suit

claims insurance bias

f

By JOANNE GAMLIN

LOS ANGELES-A $120 mil-
lion antitrust, class action law-
suit has been filed against the Los
Angeles County Medical Assn.,
Hartford Fire Insurance Co. and

Phoenix Insurance Co. by a Los
Angeles area anesthesiologist who
alleges that doctors could not buy
malpractice insurance from the
companies unless they were dues-
paying members of the association.

The lawsuit, filed in U.S. Dis-
trict Court hdre, charges that 10-
cal and state medical associations

fornned agreements first with

Hartford Fire Insurance Co. and

currently with Phoenix Insurance
Co. to restrain trade in violation

of federal antitrust legislation.
The plaintiff is Dr. Morton H.

Pastor, an anesthesiologist who
resides in suburban Granada

Hills. He is represented by attor-
ney Lawrence John Appel of the
San Francisco firm of Joseph L.
Alioto (the San Francisco mayor).

What Dr. Pastor seeks in his

lawsuit is a declaratory judgment
in regard to the rights of each of
the parties in the alleged agree-
ment and a determination wheth-

er the alleged agreement is in vi-
olation of the antitrust laws.

A spokesman for the Los An-

geles County Medical Assn.

(LACMA) told Business Insur-
(mee that the association believes

that the suit is without merit. He

also refused to discuss LACMA's

insurance coverage. There is a
question, however, whether in-
surance protection exists to cover
antitrust violations.

The LACMA spokesman did
verify, however, that Dr. Pastor
has been an association member

since 1968.

At presstime, all three defend-
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ants had nearly two weeks in
which to file a first response to
the lawsuit.

The suit alleges that the Hart-
ford Fire Insurance Co. and vari-

ous medical associations in Cali-

fornia agreed, beginning July 1,
1970, that the carrier would not

sell rnalpractice insurance to

California physicians unless they
were dues-paying members of one
of the county medical associations.

After Hartford was dropped

by LACMA at the end of 1973, an
identical agreement allegedly was
drawn up with Phoenix Insur-
ance, according to the suit. It has
been in effect since Jan. 1, 1974.

The lawsuit further states that

LACMA would meet to fix the

average premium rate to be
charged physicians and that the
insurance carrier would pay the
association 1 % of the malpractice
insurance premiums contributed
by local dues-paying physicians.

If a doctor failed to come up
with his dues, the suit says that
the insurance carrier would use

that fact to cancel his policy or to
refuse to re-issue the policy at
the time of renewal.

In addition, the lawsuit says
that when a doctor opposed set-
tling a malpractice claim, the
matter was turned over to the

medical association and that the

insurance company would follow
its recommendations.

"Along with the antitrust vio-
lations charges, we are saying
that the county medical associa-
tions entered into agreements with
the various medical malpractice
insurance companies and, because
they did, the number of insurance
companies willing to come into
California to write malpractice
was reduced," said a spokesman
for the Alioto law firm. •
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Partial termination denied

for anthracite miners' fund
WASHINGTON-Partial termi-

nation of the Anthracite (Coal)
Health and Welfare Fund will not

be backed up by the Pension
Benefit Guaranty Corp. (PBGC),
although full termination would
be considered.

A strict legal interpretation of
the Employe Retirement Income
Security Act (ERISA) led the
PBGC to determine that it could

not legally cover a partial termi-
nation as proposed by the anthra-
cite fund last January. Pertinent
sections of the pension reform act
referred to full terminations only,
in contrast to other sections which

distinguish between partial and
full, the PBGC said in a letter to
the fund.

The anthracite proposal would
have shifted some $6.4 million in
pension obligations to the govern-
ment agency to cover about 6,300
retired coal workers.

Besides the legal justification,
the PBGC said it was a matter of

discretion not to approve the pro-
posal. "Even if we had broad
legal authority such as this at

this time, it would seem inappro-
priate to insure more broadly
during a discretionary period than
we can after," said Chester Sal-

kind, deputy director, PBGC Of-
fice of Communications.

Under ERISA, the PBGC will
insure terminated multi-employer
plans at its discretion until Jan.

1, 1978, after which it becomes
mandatory. After the discretion-
ary period, it is apparently clear
that the agency's powers will ex-
tend only to full terminations.

The anthracite fund proposal

sought coverage until the end of
the discretionary period for its
miners with less then 14 years of
covered service since June 1, 1946,
or who retired from a company
that ceased contributing to the
fund prior to January 1, 1975.

PBGC also refused another re-

quest from the fund-fnat its con-
tributing employers be granted a
blanket waiver of liability to
PBGC for the debts of the fund.

This had been a key element
for the coal mine operators since
there are now only about a dozen
employers contributing to the fund
where once there had been more

than 200.

"The corporation has deter-

mined not to grant such blanket
waivers," PBGC said in a letter
to the fund's Washington law
firm, Arnold & Porter. "Rather, it
will consider each contributing
employer's situation separately
and grant a waiver or reduce lia-
bility where the facts warrant re-
lief."

The anthracite proposal is the
first one from a multi-employer
fund to be turned down by PBGC.

Similar requests for partial ter-
mination for two multi-employer
funds-a millinery workers fund
and a dairy workers fund-will

most likely meet the same fate
because the PBGC's refusal was

based on legal grounds.
"I think this position will cer-

tainly have great weight (on the
other two proposals)" said Mr.
Salkind. Rulings are expected
soon, he said.

Environment law breeds insurer woes
By ELISABETH M. WECHSLER

MONTREAL - "Environmental

likig#ltion, like civil rights litiga-
tion, will continue to increase,"
an attorney predicted here. Fur-
thermore, when the actions are

filed, they probably will end up
in the claims department of a
liability carrier, he said.

Coverage of the ABA's confer-
ence on insurance, negligence
and compensation law continues
on pages 40-45 with speakers' re-
marks on aircraft and breach of
contract liability; arson defense;
state workers' compensation; and
banker's bond.

Insurance coverage problems
under the present environmental
liability policy provisions, defini-
tions, exclusions and endorsements
are "clearly caused by the very
nature of environmental litiga-
tion." said Robert S. Soderstrom

who is a member of the Chicago
law firm of McKenna, Storer,

Rowe, White & Farrug.
"Since the environmental ex-

clusions have not yet been tested
in the courts, the applicability of
all these provisions remains some-
what unclear. There can be little

doubt that this is a ripe field of
coverage questions," he said.

He noted that the legal theories
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presented in environmental cases
under present policy provisions are
"as diverse as lawyers' imagina-

tions are fertile." They range from
"grandiose constitutional claims of
a right to a decent environment
to simple assertions of nuisance,
trespass and negligence," he told
participants at the American Bar
Assn.'s conference on insurance,
negligence and compensation law.
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Traditionally, the insurance in-
dustry's answer to the question of
coverage for environmental losses
has been to honor only those
claims that were the result of a

sudden and accidental cause, Mr.
Soderstrom explained.

The standard policy form forces

the carrier to defend any lawsuits
against the insured "even if the

allegations of the suit are ground-
less, false or fraudulent," Mr. So-
derstrom said. "Another real con-

cern is the duty of the insurance
company to defend its policyholder
where coverage is in doubt or
even absent,"

He went on to say that a car-

rier refusing a defense does so
"at its peril." If the court finds
that it owed a defense, even
though the carrier was not obli-
gated to pay the judgment, it

becomes responsible for the "full
judgment" regardless of the poli-
cy's limits.

r'rvn+4·n„o,1 .,•n •,%... 44

PBGC's decision "comes as a

tragedy to us," said William Sa-
vitsky, chairman of the fund's
board.

Much hard lobbying was done
at the time of the pension reform
law's passage to make coverage
for the anthracite fund possible.

"To have your hopes built up
and then dashed at such a critical

time is tragic," said Mr. Savitsky,
an officer of the United Mine

Workers of America.

Subsidies fronn the miners'

union-amounting to $10 million
or tnore over the past several
years-have been the only thing
keeping the fund afloat.

Mr. Savitsky said the subsidy
currently soaks up about one-third
of all dues collected by the mine
workers union.

"It's quite evident that this
subsidy cannot be carried on in-
definitely.

"We're going to explore every
Continued on page 12

Suit charges
Gulf Oil with

manipulation
of stock plan

NEW YORK-Gulf Oil Corp.'s
directors and officers were named

in a $2.8 million lawsuit charging
manipulation of the company
stock option plan. But neither the
oil company nor Crum & Forster
Insurance Co., the underwriter for
Gulf's $25 million directors' and
officers' liability policy, are corn-
menting on whether the action is
covered under the policy.

The policy includes "a small de-
ductible, either $50,000 or $100,-
000," Joseph Edwards, assistant
treasurer for Gulf, said.

Another Gulf spokesrnan, re-
ferring to the lawsuit noted, "The
matter is so complex at this point
we are not in a position to com-
ment on it."

The lawsuit follows a $68 mil-

lion fiduciary liability suit filed
by a local of the Oil, Chemical
and Atomic Workers Internation-

al Union in June (Business Insur-
ance, July 28).

The New York action was a

two-part lawsuit; in the second
part the plaintiff, identified as
Abraham Wechsler, a stockholder,
asked that Gulf's directors be

forced to pay back $10 million in
political contributions Gulf ac-
knowledged making between 1960
arA 1072 =
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New business ban put
on Argonaut Insurance
by British authorities

By MARGARET LeROUX

NEW YORK-British authori-

ties have stopped the Argonaut
Insurance Co. from doing business
in England, Business Insurance
learned.

The Board of Trade in London

placed an order barring the com-
pany from doing any further busi-
ness in the United Kingdom. How-
ever the order does not exempt
Argonaut from its liabilities under
existing policies.

Agonaut, which writes insur-

ance and reinsurance in England
through the H.S. Weaver Agencies

Ltd., was ordered not to vary
existing contracts.

The company cannot amend,

renew, modify or increase pre-
miums for existing policies, the
order states.

Argonaut's 1974 premium in-

come for British business was

363,000 pounds sterling, mainly
in reinsurance, sources in London
said.

A spokesman for the under-
writer, when contacted by Busi-

ness Insurance, said that he could
not comment on the action be-

cause it was the first he had

heard of it.

The 1974 figures from the Ar-
gonaut Insurance Group, which
includes Argonaut Insurance Co.,
A rgon a ut Insurance-Southwest,
Financial Indemnity Insurance
Co., Security National Insurance
Co. and Trinity Universal Insur-
ance Co., showed a net operating
loss of $87,369,000.

The Argonaut Insurance Co.
had net earned premiums totalling
$69 million for 1974, according to
California Insurance Commission-

er Wesley J. Winder.

The company's net incurred
losses totalled $47 million and
Argonaut suffered an underwrit-
ing loss in excess of $90 million.

First quarter figures for 1975
show net earned premiums total-
ling $74 million and net incurred
losses of $69 million with under-
Writing losses at $22 million.

The California insurance de-

partment is conducting a tri-an-
nual examination of the Argonaut
Insurance Co.

Commenting on the action of
the British trade authorities,
Commissioner Kinder noted that

"I can't believe that it would

have an effect on the company's
business in the U.S."

The underwriter was in the

malpractice market in more than
30 states. Late last year, however,
Argonaut began a state by state
withdrawal from the market, pre-
cipitating malpractice crises in
many of those states.

In California, Argonaut was in-
volved in 10 malpractice settle-
ments of more than $1 million
each.

The underwriter has also with-

drawn from the reinsurance mar-

ket, Argonaut officials announced
this past spring.

Market
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Northwest Air contract
revises benefit formula

By PAUL R. MERRION

ST. PAUL-The new Northwest

Airlines pilots contract, success-
fully negotiated August 6 after
pension and disability squabbles
caused a three-day strike, con-

tains a company proposal made
two days before the strike began
which will completely restructure

the retirement benefit formula,
according to a union negotiator.

The pilots' pension plan will be
converted to a single-fund, fixed
benefit plan. Like several other
major airlines, Northwest's pre-
vious pension plan for pilots used
two funds and two benefit formu-

las: fixed and variable.

Under the new contract, pilots
will receive 60 % of their average
salary during the last five con-
secutive calendar years of their
careers, according to Roger Brug-
gemeyer, a Northwestern pilot and
a member of the Air Lines Pilots

Assn. (ALPA) retirement board.
The old plan gave pilots a fixed

benefit of % of 1 % of their aver-

age career salary for every year of
service, he said, while the vari-
able benefit depended on the size
of the pilot's account in the vari-
able fund at the time of retire-

ment.

Both funds will be consolidated

into a $90 million fund for fixed
benefits, Mr. Bruggemeyer said,
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and variable benefits will be elim-
inated.

The company offer "came as a
distinct surprise" to the union
negotiator. "I originally wanted a
final average plan for the A plan
( fixed benefits), instead of career
average as it was. But I could see
we wouldn't get it," Mr. Brugge-
meyer said.

Contract talks broke down July
23 over pension and disability pay
provisions, when the company
and the union met to put the fin-
ishing touches on a tentative
agreement reached July 19, which
gave the pilots a 34.4 % increase
in wages and benefits through
June 1977 and retroactive to July
1974, when the previous pact ex-
pired.

Northwest's 1,550 pilots walked
out on Monday, August 3, and
the contract was settled in the

early morning hours of August 6,
after an all-night bargaining
session under the auspices of Wil-

liam J. Usery, director of the
Federal Mediation and Cancilia-

tion Service.

On the Saturday before the
strike, the company offered the
single-fund, single-benefit plan.
"They were saying no to our pro-
posal all along, and then ba-
boom, there it was," said Mr.
Bruggemeyer.

The union proposal would not
have equalled the company's of-
fer, he added. Northwest refused
to connrnent on its reasons for

changing the dual-benefit sys-
tem.

Basing the new pension for-
mula on the final five years of
service instead of the pilot's whole
career will have little effect on a

long-terrn ernploye who starts to
work for Northwest now, but it
is a "dramatic improvement for
a pilot retiring soon," the union
negotiator said. Figuring the ben-
efit frorn more recent salary lev-
els gives more weight to the im-
pact of increased inflation over
the last few years, he went on to

say.

Beside the pension formula
change, the new contract alters
the formula for disability pay pro-
visions. Under the old plan„ dis-
ability benefits were based on the
pilot's age only, according to Mr.
Bruggemeyer.

The new disability plan incor-
porates years of service into a
sliding benefit formula, he said.
With a minimum of five years of
service, a 35-year-old pilot will
receive 30% of his pay if he be-
comes disabled, while a 45-year-
old pilot would get 50 %, he con-
tinued.

Minor changes in the group
health insurance plan are also in
the new pact. The major medical
expense limit was lifted to $250,-
000 from $25,000, and a $10 000
stop-loss provision was instal,
Mr. Bruggemeyer said. Connecti-
cut General Insurance Co. will

continue to be the group health
carrier for the nation's seventh

largest airline. •

Old plant checks out
Some 200 lucky former em-

ployes of the old Fisher Body Co.,
Memphis, received the news that
they are eligible for pension bene-
fits that will total about $700,000.
Monthly checks will range from
$25 to $200, a spokesman said.
Retroactive checks already have
been distributed. The plant, which
made wooden parts for cars, air-
planes and boats from the 1920s

through World War II, was shut
down in 1946.
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Binding arbitration seen as the only alternative
By MARGARET LeROUX

NEW YORK-A variety of so-
lutions, ranging from legal re-
forms to coordinated action by
liability underwriters were the
results of three recent studies of

the malpractice crisis.
The studies include a court

docket survey by Michigan phy-
sicians, a study done by members
of the House of Representatives
and a presentation to the Ameri-
can Bar Assn. convention by an
insurance company executive.

The court docket survey, done
by the Physicians Crisis Commit-
tee (PCC) maintains that the
present court-jury system "just
doesn't work," and binding con-
tractual arbitration is the only
fair alternative to the existing
system of deciding medical mal-
practice disputes.

The PCC survey, based on cir-
cuit court records of malpractice
cases filed in three Michigan
counties from 1970-1974 found

that of 1,910 cases, four out of
five never went to trial, that law

firms filing malpractice lawsuits
were "successful" 80% to 91 % of
the time and that the risk of loss

to the plaintiff's attorney is min-
imal.

The Michigan survey also

claims "clear evidence of a re-

lationship between the advent of
no-fault auto insurance and the

growth of the malpractice crisis"
in that state.

The number of malpractice
suits increased by 61 % after no-
fault auto insurance went into

effect in October of 1973, the
survey noted.

Average settlement of malprac-
tice cases was $78,148, according
to the PCC survey and 55 hos-
pitals in the Detroit metropolitan
area has an average of one rnal-
practice suit for every 2,581 ad-
missions.

The PCC survey noted a dis-
crepency in the number of mal-
practice claims filed against two

PARK RIDGE, ILL.-A mail
survey of members of the Amer-
ican Society of Safety Engineers
(ASSE) found that the national
average daily fee charged clients
is $218 for safety consulting ser-
vices.

The rates varied frorn $184 to
$239 per day, depending on the
geographical residence of the con-
sultant, a spokesman for the or-
ganization said. Respondents to-
taled 134-a majority of the
membership-for this first ASSE
survey on average daily rates, he
said.

"On a nationwide basis, half
the consultants charge less than
$200 a day and half charge more,"
the ASSE spokesman said. "One
consultant charges as little as $50
and one charges as much as $500
a day," adding the rate does not
include reimbursement for ex-

penses.

Survey results are "not intend-
ed to be used as a minimum fee

schedule nor do they suggest what
a reasonable fee in a particular
area might be," the spokesman
said, adding that the fee varies
according to the "qualifications
and skills of the consultant, the
complexity and character of the
work to be performed, the novelty
and risks involved and the length
and urgency of an assignment." •

classes of physicians and the risk
class assigned the two physician
groups.

Anesthesiologists, who averaged
one claim per 10.7 doctors during
the time period of the survey were
assigned to class five (high risk)

by insurance companies, while
the number of claims against
pediatricians averaged one for
every 9.6 doctors.

Pediatricians, however were as-
signed class one, (low risk) rat-
ings.

A study by the House Wednes-
day Group said that in the past
10 years the average national cost
of malpractice liability insurance

has increased 950 % for surgeons
and 540% for other physicians.

The total premium value for
malpractice insurance for doctors
and hospitals increased from $61

million in 1960 to $371 million in
1970 and to approximately $500
million in 1975, according to the
House study.

The contingency fee system for
legal services is cited as a cause
of the malpractice crisis by the
House study.

The study compared the situa-

tion in Canada, where most prov-
inces allow no contingency fee,
to the U.S.

Doctors in Canada pay only
$50 for $100,000-$300,000 liability
coverage, while in the U.S. phy-
sicians pay on the average, $1,500
for the same amount of coverage,
the study said.

The real problem underlying
the malpractice crisis, is the in-
crease in claim5 frequency accord-
ing to Thomas F. Sheehan, presi-
dent of GATX Insurance Co.,
who addressed the American Bar

Assn. section of insurance, neg-
ligence and compensation law at
the annual convention in Mon-

treal last month.

Mr. Sheehan highlighted as-
pects of St. Paul Fire & Marine
Insurance Co.'s experience in the
malpractice field and a program
established by the Florida Med-
ical Assn. and concluded that "a

single source of statistics in the

U.S. is needed to give us workable
data compiled from all compa-
nies writing malpractice insur-
ance in all states."

Proposed legislative remedies
which favor the doctor at the ex-

pense of the patient-victim should

not be enacted in a time of crisis,
Mr. Sheehan said, "since the pre-
scription to cure the malady is

too costly a price for the patient
to pay."

However, the no-fault approach
to the malpractice problem is not

a viable solution, according to
Mr. Sheehan.

"No-fault medical insurance

would require the federal govern-
ment to subsidize its excess costs

under a Social Security program,"
Mr. Sheehan said.

"This would plunge Social Se-
curity into bankruptcy, requiring
the use of general revenue to bail
out the financial insolvent Social

Security system," he continued.
"Federally insured no-fault med-
ical malpractice insurance is so-
cialized medical malpractice in-
surance."

What is needed, Mr. Sheehan
concluded, is the leadership to
bring into a single body the un-
selfish efforts of all groups af-
fected by the problem in order to
provide the necessary solutions. •
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MICE AIN'T NICE. A large motor control center can be the target of a costly
accident. When a curious mouse scurried across some live terminals, he de-

stroyed this entire unit. The cost: $54,000. Newly developed ground fault relays
could have considerably reduced the loss. As for the mouse, an inexpensive
mousetrap and a piece of cheese could have done the job.

All it takes to zap a 480 volt motor
control center is a furry little beast
with an ounce of curiosity. It's the
kind of potential loss that's rarely
seen or thought about by most risk
managers and other executives
responsible for loss prevention and
conservation of assets.

One of our jobs is to help make
you aware of sources of potential
equipment failure in your plant.
Then to help prevent losses, or at
least reduce the risk of loss, through
diagnosis and preventive techniques.

Insuring heating, cooling, power
producing equipment, and other
machinery is all we do. We're the
most experienced bciler and machin-
ery insurance company in the
business. We inspect for our own
protection, of course, but you benefit
too. Nobody wants an accident.
Call us. Before it's too late.

In Atlanta, call Pete Peterson; in
Baltimore, Bill Finlay; in Boston, Jack

I Flodin; in Chicago, Dave Carlson;
in Cincinnati, Fred Voges; in Cleve-
land, Bill Stewart; in Denver, John
Cline; in Detroit, Russ Driscoll; in
Hartford, Jim Miller; in Houston, Otto
Postma; in Los Angeles, Walt Durell;
in Minneapolis, John Arenz; in
New Orleans, Bob Greeson; in New

York, Jim Thompson; in Philadelphia,
Bill Mount; in Pittsburgh, Chuck Fry;
in St. Louis, Bernie O Connor; in
San Francisco, Jim Baas; in Seattle,
Charlie Marsh; in Syracuse, Dick
Fish. Let's talk.

CALLUSBEFOREITHAPPEFIL
HARTFORDSTEABI BOILER

INSPECTION AND INSURANCE
Home Office: 56 Prospect Street, Hartford, Connecticut 06102

In Canada: The Boiler Inspection and Insurance Company of Canada; Head Office: Toronto
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Levi Strauss charges its cost centers
a premium share plus 15% for fund

By JOANNE GAMLIN

SAN FRANCISCO-Richard H.
Soper, director of the risk and in-
surance management department,
Levi Strauss & Co., hopes that one
day he will be able to pick up a
punch card or a magnetic tape and
say: "This is Levi's insurance pro-
gram."

Mr. Soper, whose job embraces
accounting, claims handling and
loss control, is not indulging in
idle daydreams. On the contrary,
his futuristic vision is firmly root-
ed in an existing, yet highly so-
phisticated, risk and insurance
funding program at Levi Strauss,
a program which has been under
development for two years and
went into effect last November.

In essence, the program views
the $1 billion apparel manufac-
turer as a cluster of 500 cost cen-
ters, generally, physical locations
both in this country and overseas.
Under the program each center
is charged its applicable portion
of the premiums paid to Levi's
insurers each month, along with
an additional increment, usually
15 50, which goes to build up a
new corporate self-insurance fund.

What we have developed is a
cost center loss participation for-
mula," pointed out Mr. Soper
during an interview with Business
Insurance.

He elaborated: "It relies on new,
high deductibles across the spec-
trum of corporate insurance cov-

erage and a new self-insurance
fund which is used to pay for
losses within the deductible area."

The beauty of the arrangement,
he continued, is that it ties the
level of the deductibles to the
ability of the cost centers to bear
losses and to the level of losses
which the whole corporation be-
lieves it can assume in a pre-tax
situation. At the same time, the
loss participation formula stands
as a powerful incentive to the
cost centers to restrain their ex-
penses first of all by beefing up
their loss control efforts.

"A cost center can now boast
of tangible control over insurance
expenses," he said.

And apparently, Levi's cost cen-
ter heads leapt at the chance to

take concrete cost action. Total
premium costs have plunged 20 %
to 25%, Mr. Soper estimated, due
to the larger deductibles and the
stronger loss control program in-
herent in the formula.

Economies that flow from com-
puterization also may have in-
fluenced the premium cost reduc-
tion. 'For the fact is that Levi's
large workers' compensation pro-
gram along with its property in-
surance program for this country,
Canada and overseas have been
under the command of banks of
computers for some time.

Indeed, the loss participation
formula, which requires automa-
tion to be workable, appears to be
running smoothly enough to allow
Mr. Soper time to delve into new
projects.

A Levi Strauss offshore captive,
for. instance. It is at present near-
ly on-line, he said.

Beyond that, he said he is close
to completing a battery of insur-

We're Marsh & McLennan and we handle more insurance of
more kinds for more banks than anyone else. Mot cookie-cutter
plans, but tailor-made programs prepared by banking-
insurance specialists, that meet your needs precisely. Com-
plete, cost-efficient coverage for your myriad risks ... plus
frequent evaluation to assure that, as conditions change, your
protection is neither excessive nor eroding. Maybe that helps
explain how we got to be the world's leading insurance broker.

When itcomes
to insurance,
cometo
the leader.

Marsh*
McLennan

ance manuals to be used by Levi
employes. They deal with five
topics: administration, claims, re-
covery, loss control, expense allo-
cation and emergency procedures.

In addition, Mr. Soper said Levi
Strauss' international exposures
are being put under new scrutiny
by the firm.

The loss participation program
which is now opening up time for
the risk manager got its first
breath of life during a free-flying
think tank session, he recalled. He
said that besides top financial ex-
ecutives from Levi Strauss other
members of the think tank were

consultants from Warren, Mc-
Veigh, Griffin & Huntington, the
Risk Planning Group, Inc. and
Robert C. Goshay, professor and
associate dean of academic affairs,
School of Business Administra-
tion, University of California,
Berkeley.

Mr. Soper, who has taught risk
management at the University of
California at Los Angeles' exten-
sion school, noted that the use
of high deductibles extends the
breadth of the corporate insur-
ance program, from property/-
liability to difference in.conditions
and boiler/machinery.

In general, Levi's deductibles
are in the area of $100,000 for
controllable operations, and in the
area of $25,000 for risks such as
transit exposures or manufacturing
contractors operations which are
not regarded as controllable.

He explained that losses involv-

ing high deductibles are handled
as if there were a full insurance
policy in force. The major portion
of the large deductible is charged
to the corporate self-insurance
fund, while a smaller but equit-
able amount is assumed by the cost
center where the loss occurred.

Mr. Soper, who formerly work-
ed in Southern California in the
insurance management depart-
ments of Hughes Aircraft Corp.
and Federated Department Stores,
went on to point out that the allo-
cation of risk funding expense is
based either upon a cost center's
previous loss experience or its
ability to control losses.

Naturally, the apparel manu-
facturer's giant workers' com-
pensation program-the company
operates in 26 countries-is cal-
culated on a cost center's previous
years' loss experience.

To provide a deeper analysis of
this experience, Mr. Soper said a
five-category experience modifi-
cation formula was devised using
the payroll in relation to prior
losses. The five rating categories,
he said, range from 'excellent' to
'deficient.' Significantly, the cost
centers in the latter group claims
an expense factor of nearly 15
times those in the first group, he
pointed out.

For property coverage for fa-
cilities in this country and in
Canada the expense allocation fac-
tor, of course, is an ascertainable
ability to control losses. Thus he
noted a plus with a fully ap-
proved sprinkler system will
normally carry a property insur-
ance premium that has a 90 %
credit or reduction over a similar
non-sprinklered property.

"We figure that the premium
savings for fully sprinklered fa-
cilities are frequently sufficient
to amortize the cost of the sprink-
ler system in less than seven
years," Mr. Soper observed.

In a similar vein, cost centers
abroad are rated in terms of loss
control features geared to all risk
coverage, including fire and burg-
lary protection.

Mr. Soper said that the resulting
rating schedule produces either a
credit or a debit to the existing
blanket insurance rate which is
provided by the American Foreign
Insurance Assn., through Marsh &

Continued on page 6
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Someone once said, "Life is what happens to you
while you're making other plans." It may be good for
a grin, but not for a philosophy. We'd like to help you
plan for all of life's happenings.

Before our Life Company affiliate was chartered a
decade ago, we planned long and hard. We've never
stopped planning in the ten years since. Here's where
we are today.

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

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

P.Ir.15

f

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

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

*Business Life Insurance 6 fl
*Personal Life Insurance

*Group Insurance 4 A

Come to the Source
0

Get the Wausau Story 4* 5. .Al

*Licensed in all states OV
except New York / --4] c -L, I.
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Ford Motor named in

suit by ex-alcoholic
DEARBORN, MI.-Lack of an

alcoholic rehabilitation program at
Ford Motor Co. in the late 19605
has caused a former senior execu-

tive to file a $1.3 million civil
suit, charging that the automaker
should have offered him that op-
tion before giving him what he
calls a "forced early retirement"
at age 50 because of his drinking
problem.

John R. Brennan, chairman and
managing director of Ford Motor
Co. (Switzerland) S.A. from 1966
to March 1969, told Business In-
suranee that he was not claiming
that the job caused him to become
an alcoholic, as inferred by other
reports, but that the option of
treatment should have come before

his alleged forced retirement.

"In today's society, an employe
has the right to be offered treat-
ment as an alternative to retire-

ment or dismissal," Mr. Brennan
said. He further claimed that "at

the time this happened to me,
there were other people there who
were allowed to go for alcoholism
treatment."

A Ford spokesman said the com-

pany started a drug rehabilitation
program in the early 1970s, which
shortly afterward was expanded
to include alcoholism. He char-
acterized it as a "referral service

mainly," with no rehabilitation
programs taking place on the com-
pany's premises. No other suits
similar to Mr. Brennan's have

been filed, he said.

Mr. Brennan confirmed that

Ford now has a written policy
on alcoholism giving employes the
option for treatment.

Mr. Brennan emphasized that
he was "not blaming Ford" for
his alcoholism, although he said
that the job made the problem
Inore acute.

Mr. Brennan, who was with
Ford for 30 years, was also the
executive vp of the American
Chamber of Commerce in Switzer-
land at the time he left the com-

pany. Prior to his service in Swit-
zerland, he was general manager
of Ford Motor Co. (Austria) for
five years.

Mr. Brennan's suit, filed in De-
troit in early July, asks for $1.3
million in damages for back pay
and bonuses, full pension com-

pensation through his scheduled
retirement date of 1992, punitive
damages and costs of rehabilita-
tion, plus loss of all personal prop-

erty and real property resulting
from his termination.

TheAmerican Businesswoman

Mr. Brennan said his retirement

benefits did not start coming until
he reached the early retirement
age of 55, five years after he left
the company.

Now cured of alcoholism, Mr.
Brennan works as the business

manager of an alcoholic treatment

center in Brighton, Mi. In the in-
terim he served as administrator

of Brighton Hospital, another al-
coholic treatment center in Brigh-
ton, Mi.

He has no plans to ask for re-

instatement at Ford, and, he said,
"I wouldn't go back to working
in any industry. I plan on staying
and doing work in the field of
alcoholism.

"I've found a new career," Mr.
Brennan said. "I'm planning to
make a headlong attack against
the stigma society places on al-
coholism.

"I think my story gave the
conscience of society an enormous
boot in the ass," he said. •
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A lot more than apretty face.
An individual to be reckoned with. On and off the job
she faces her share of problems and hazards.

So we design the documents that insure her life, her
home, her company, her car, her valuables, her health.

If she gets sick or disabled and can't work we send
her an income that helps her make ends meet until she can
make them meet again on her own.

If she needs rehabilitation, we send her specialists.
We helped pioneer the whole rehabilitation idea.

When it's time for her to retire, we send her a con-
tinuing pension that adds some glitter to her golden years.

We look after the American Businesswoman-because
keeping Americans safe, and sound, is our reason for
being in business.

merican4AAu#a| We want tokeepyousafe, and sound. 
INSURANCE COMPANIES,

WAKEFIELD, MASS. 01880

Levi ...
Continued from page 4
MeLennan, one of Levi Strauss'
three brokers.

The other two are Fred S.

James & Co. and Richard N. Gold-

man & Co. of San Francisco.

The brokers split the Levi
Strauss insurance program almost
in thirds. Fred S. James, for ex-
ample, handles the domestic

workers' compensation program

through the Insurance Company
of North America (INA) . Work-
ers' compensation, incidentally, is
self-insured in the states of Ar-

kansas, California, Georgia, New
Mexico and Tennessee through the
offices of the Employer's Self-In-

surance Services (ESIS), a unit
of INA. In all other states where

the corporation maintains a work-
force, INA provides a cash flow
program.

Marsh & MeLennan Inc., han-
dles three different programs. It
has the domestic property pro-

gram, including boiler and ma-
chinery, the whole program being
written by Allendale Coverage

Mutual Insurance Co. Similarly,
domestic comprehensive general
liability, through Fireman's Fund
American, is in Marsh & McLen-
nan's hands.

In addition, M&M handles Levi
Strauss' international property and
casualty program.

Richard N. Goldman & Co., is
in charge of five different cov-
erages. They are: ocean and in-
land marine, written by Fireman's

Fund American; difference in
conditions, from Swett & Craw-
ford, the Unionamerica Insurance

Group; directors and officers, from
Lloyd's; fidelity coverage, from
Aetna; and excess umbrella lia-
bility, from various carriers.

It is to the brokers, Marsh &
McLennan and Fred S. James, that

Mr. Soper looks for the computers
that churn out the loss, claim and
cost data which he needs to make

the loss participation formula
work like a Swiss watch.

"The computer program is in
their hands, entirely," asserted
Mr. Soper, noting that the two
programs are compatible and can
interface,

"Ultimately, I would like print-
outs providing all insurance and
self-insurance expenses for each
cost center for the purpose of
budgeting and allocation of ex-
penses. I envision a media form
which would interface with Levi

Strauss' corporate accounting and
data systems."

When that day comes, it will
seern natural for Mr. Soper to go
to his boss, Robert B. Kern, v.p.,
secretary and treasurer, with a
magnetic tape and say: "Here's
the Levi Strauss insurance pro-
gram." .

Teledyne
takes J &H

BEVERLY HILLS, CA-Tele-
dyne Inc. has moved its aircraft

liability, general liability and
workers' compensation coverage
from Marsh & McLennan to John-

son & Higgins, both of Los Ange-
les, Business Insurance learned.

The transfer was confirmed by
a spokesman inside Teledyne, al-
though the company officially said
it had "no comment" on the move.

Johnson & Higgins is known to
have been the broker for the

company's fire and property cov-

erage.

Workers' compensation and air-

craft products liability are said to
be the two largest policies, the
latter due to the fact that one of

the corporation's units, Teledyne
Continental Motors, is in the air-
craft product business. •



And benefit from a stable insurance
market in an often unstable world

It isn't easy to provide market sta-
bility. It takes skilled underwriting
and an intimate knowledge of the
market. It takes a long, hard look at
the past and a sense of understand-
ing to forecast the future. And in
marine insurance, we think jt takes
a specialist.

Only a specialist has the in-depth
knowledge and experience to rate a
marineaccount realistically.To view
individual risks in the light of com-
pany experience with the class. To
make underwriting decisions that
are as valid this year as next. To
provide claims, loss control and
other services through people who
know marine insurance inside out.

For a specialist,
facts make all the difference.

AtMOAC,marineinsuranceisour
only business. And since 95% of it
is judgment-rated, accurate, up-to-
the-minute information about our
worldwide book of business is vital.

Mot only to spot trends and prob-
lems, but to lay the foundation of a
stable marine insurance market.

As a result, we've developed a
sophisticated computerized report-
ing system. Called Data-Alert, it
differs from computer systems in
other companies in that its entire
output is devoted to an analysis of
ocean and commercial inland ma-

rine lines. Which is just what you'd
expectfromtheworld'slargestcom-
mercial marine insurance company.

In-depth information leads
to stable underwriting.

Data-Alert provides a continuous
flow of needed information to our
network of offices: breakdowns of

major lines of business by office;
experience figures for the preced-
ing month and year-to-date; gross
and net written premiums for each
line; currentexperienceineachclass

We know our business.

And we want yours.

)
and sub-division of business. And

more.

It's data like these that make the

difference in reducing losses and
stabilizing premiums over the long
term. We don't believe in in-and-out

underwriting.Andjudgmentsbased
on solid fact don't have to be

changed overnight.

It's good business sense to
come to a specialist.

There are many good reasons to
place your marine business with us,
but one of the best is the total spe-
cialization that results in market

stability. From 51 MOAC offices
throughout the U.S. and Canada.
In each of which you'll find the same
capacity, underwriting flexibilityand
broad overall view of accounts.

So when you want to call in the
experts, you have one choice. And
that's to call in the Marines. For a

complete list of our offices, and a
report on our operations, write
James I Kelley, executive vice
president, MOAC, 80 Maiden
Lane, New York, M.Y. 10038.
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N.Y. teachers sue fiduciary over stock sale
NEW YORK-A $13.3 million

lawsuit filed here by the New
York Teachers' Retirement Sys-
tem against U.S. Trust Co., one
of the fund's 10 investment man-

agers, is being watched closely as
one of the first major actions to
confront the issue of fiduciary
responsibility and the prudent
man rule since the passage of the
Employe Retirement Income Se-
curity Act of 1974 (ERISA).

The suit claims negligence
contributed to losses incurred in

Pennsylvania Life Co. and Sin-
ger Co. common stock, which

were purchased by the bank for
the pension fund.

U. S. Trust does not have er-

rors and omissions msurance

which might respond to a possible
loss, Business Insurance learned.

"Most, if not all the New York
clearing house banks don't carry

the coverage," a U.S. Trust
spokesman said. "It's prohibitive-
ly expensive and most banks self-
insure this exposure."

The bank does not have fiduc-

iary liability insurance either. The
U.S. Trust spokesman said the
bank is looking into the coverage
for its trust departments "but we
haven't obtained a quote on it
yet."

Although the New York Teach-
ers' Fund does not fall under the

jurisdiction of ERISA because it
is a public fund, industry experts
believe the lawsuit will have far-

reaching ramifications in setting
important precedents as similar
cases are brought to the courts in
the future.

Fiduciary liability and insur-
ance for the risk is one of the

hottest subjects confronting bank

risk managers these days. Cor-
porate risk managers, too, are
scurrying for coverage to protect
fiduciaries of their pension funds
for potential judgments rendered
in similar actions.

Although U.S. Trust has not
yet filed its reply to the complaint
by the Teachers' Fund (tentative
filing date is Oct. 2). the bank
has said it intends to refute the

allegations "vigorously." The suit,
said the bank, "has no sound
basis."

Specifically, the complaint al-
leges that about 200,000 shares of

Penn Life stock was purchased by
the bank for the Teachers' ac-

count for almost $6.87 million be-
tween Aug. 27, 1971 and Feb. 7,
1972.

Further, the complaint alleges
that the bank held the stock in

the Teachers' account for about

two years, incurring losses of
about $7.8 million (assuming the
stock had been sold at its high)
despite the bank's own internal
coding system which, if followed,
would have meant sale of the

stock in March of 1972 or shortly
thereafter when the stock ranged
around a high of $39 per share.

In addition, the complaint al-
leges that about 300,000 shares of
Penn Life common stock were
sold for other bank clients be-

tween late 1972 and February

1974, but not for the Teachers'
account.

U.S. Trust, however, said that
the 300,000 share figure quoted in
the complaint is "substantially
overstated."

Also, the bank said that the
Teachers' Fund was not the last

account to hold Penn Life stock.

We support America's
system ofindependent

insurance agents
inmorewaysthan one.

1. At"Little" Aetna we

rely on independent agents
to sell our insurance.

2. Our donation to the

5. We're challenging agencies to r*l NAIA Educational

recruit 300 talented new sales Foundation helped set up

miandi:S,21 itckrt'11 ,YOUR»4 students studying for
a scholarship fund for

Educational Foundation.* vnSU/UnCeAGENT / careers in insurance.
 SEAVS YOU FIRST /

. We helped to establish
4. Our advertising supports / \ and run a pilot program
the system of independentinsurance agents. We know < YOURilndependel YOUR/ndependentli to better train new agency
that if you're successful, \ /nS#/UnreAGENT A /nS#/UnreAGENT  sales employees
we'll be successful.  SERVES YOU FIRST /  SERVS YOU FIRST /

f You/lndependentli YOURllndepen*ntli YOURidependent 1
\ /85#/Unce0»GENT / \ /ns#/Unce>GENT / \ /nSU/UnCeAGENT /
 SERVS YOU FIRST /  SERVES YOU FIRST /  SERVES YOU FIRST /

insurance companies
Property and Casualty affiliates of Connecticut General Life Insurance Company

*These 300 new people must complete NAIA's "Sales Power" Professional Selling Skills Program this year.

In addition, the shares sold for
other clients, according to the
bank, were traded after Novem-

ber 1972 when the price had al-
ready declined to less than $10
per share.

Apparently, according to one
source, U.S. Trust operates less
on an across-the-board system
than some other banks do.

In other words, once the deci-
sion is made to sell a stock, a key
question in many bank trust de-
partments is which accounts get
sold out first. This can be a par-
ticular problem if the float on the
stock is thin and all of the shares

cannot be sold evenly from ac-
count to account.

At U.S. Trust, according to one
official, every account is handled
by the account manager, subject
to "instant" review from the

bank's investment committee.

And, he added, accounts may dif-
fer in terms of objectives and
overall asset mix.

"An investment advisor is not

a guarantor of the performance
of stocks held in a fund which it

manages in a competent man-
ner," the bank said.

And, according to the bank,
during the time that these stocks
were retained and their market

value was decreasing, their re-
tention was reviewed regularly
with the Teachers' System
through its retirement board,
which was kept informed as to
why retention was deemed ad-
visable.

The bank sold the Singer com-
mon stock in February this year,
incurring losses of almost $6 mil-
lion due to a decline in the price
of the stock, the complaint said.

Charges of negligence for han-
dling investments of Singer were
far less specific than those for

Penn Life. According to one
source, the bank's coding system
for Singer was not shown to
Teachers' fund officials.

Indeed, a key issue for the
plaintiff hangs on the claim that
the bank disregarded its own
coding system regarding its vari-
ous stock lists.

"Throughout the period, U.S.

Trust was purchasing Penn Life
stock for the retirement system"

according to the complaint, "the
stock was designated on U.S.
Trust's recommended list as a

stock to be purchased.
"About early March 1972, with-

out the knowledge of the retire-
ment system, U.S. Trust removed
the stock from the recommended

list," it continued.
And in early March, 1972, Penn

Life was moved to a list coded

HS, defined to apply to "those
stocks whose long term growth
prospects are relatively unattrac-
tive, but whose prices are overly
depressed, making their imme-
diate sale inadvisable."

The definition of this list, the
complaint alleges, was changed
in April 1972 to apply to long
term growth prospects which are
such "that the stock should not

have a continuing place among
our long-term holdings, but where
current circumstances make

prompt sale inadvisable."

"We are suing for negligence,"
said a lawyer for the Teachers'
fund, who declined to comment
beyond what was contained in the
fund's legal complaint.

Trustees of the Teachers' Re-

tirement System have reportedly
been confemplating taking action
against U.S. Trust for "quite some
time," due to dissatisfaction with

the bank's performance general-
ly in recent years.

It will probably be more than
three years before the case reach-
es trial. "It should be an interest-

ing case," said one source. •
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Illinois malpractice arbitration plan
stalled; hospitals wait tor legal aid

By PAUL R. MERRION

CHICAGO-A pilot program to
substitute arbitration for court

action in malpractice suits at Illi-
nois hospitals is still awaiting im-
plementation, as only one health-
care facility has signed up while
others wait to see what kind of
malpractice relief will be passed
by the state legislature this fall.

The proposed arbitration plan,
which would ask for the patient's
approval upon admittance, has
already come under fire from the
Chicago Bar Assn. and the Illinois
State Bar Assn.

Under the experimental plan,
the patient would voluntarily sign
an agreement upon admittance to
submit malpractice claims in ex-

cess of $20,000 to a three-person
panel set up by the American
Arbitration Assn., rather than the
usual route through the courts.
Admittance cannot be denied for
failing to sign the agreement.

The Illinois Hospital Assn.,
which is sponsoring the plan along
with the Chicago Hospital Coun-
cil and the Illinois State Medical
Society, expects the plan to have
benefits for patients as well as
hospitals and doctors.

Beside reducing the number and
size of awards, which would pre-
sumably lower the cost of health
care, the arbitration process un-
der a panel of experts would
benefit patients by resolving
claims faster than the court sys-

tem, by providing a more con-
venient means of seeking relief,
and by avoiding the publicity that
usually attends malpractice suits,
according to James Ahrens, as-
sistant director of the Illinois Hos-
pital Assn.

But John Hayes, a personal in-
jury lawyer and a leader of the
Chicago Bar Assn.'s movement
against the plan, said, "I don't
think j ustice would be served by
arbitration."

Faster decisions on claims would
not be very important, Mr. Hayes
said. "The backlog in the courts
has been reduced frorn seven
years r.ot too long ago to two to
three years. Arbitration will take
less than two to three years, but
the time involved is not a per-

suasive factor against the rights
that are given up."

Fewer awards of lower value
would mean a reduction in con-

tingency fees, but Mr. Hayes said
his objections are not motivated
by that: "If I thought that the
plan would result in equitable
compensation, I would be in favor
of it. Arbitration hearings would
require less time which would re-
quire a lesser fee."

Under the experimental plan,
a claimant would be represented
by an attorney before a three-
person arbitration panel composed
of a representative of the health
care industry, the general public
and malpractice lawyers. The
American Arbitration Assn. would
draw up the lists of possible arbi-
trators, and the parties involved
would agree on a name from each
list.

A similar plan has been in ex-
istence for five years in the Los
Angeles area, with only one $1,-

For risk management that
pays off at the bottom line,
try the James equation.
Thisequation shows how
James works to make risk

management programs
steadily more effective. For
thousands of growing corpo-
rate clients. Around the coun-

tryand around the world.
Minimizingthesumof:

Self-insured losses
+

Premiums for your insurance
+

Loss control expenses you

absorb 
Risk managementadminis-
trative expenses

Effective Risk Management

Let's take the equation apart
and see what it holds for your
organization.Therearethree
divisions inthe management
of risk. Eliminate Qr reduce il.
(Loss control expenses).
Transfer it (Premiums for in-
surance). Assume all Q[ part
A El (Self-insured losses).

James professionalscan
help you identify the shape
and scope of your risk. And
suggest whichchoices, in

what combination, are likely

James

to minimize your total risk
management cost.

There is no pat answer, no
canned solution. Each situa-

tion is different, and we ana-

Iyzeitassuch.Wemightadvise
one company to assume more
risk and transfer less. This

might raise the cost of self-
insured losses while cutting
insurance premiums more. In
another case, ourtechnical
services may be used to lower
the incidenceof accidents.

This could raise loss control

costs but more sharply reduce
self-insured losses. The driv-

ing idea of this balanced ap-
proach is to progressively
minimize total risk manage-
ment cost. Which is another

way of saying effective risk
management.

For more information on

how effective risk manage-
ment can help your organiza-
tion atthe bottom line, write
Fred. S. James&Co., Inc.,
Corporate Headquarters,
230 West Monroe Street,
Chicago, Illinois 60606.

Risk Management
Fred. S. James & Co., Inc.
Insurance Brokers and Consultants since. 1858

MORE THAN 80 OFFICES TO SERVE YOU THROUGHOUT THE WORLD

500 award on a $20,000 claim out
of about 12 cases that have been

settled by the arbitration method
so far, according to Tom Stevens,
regional director for the Los An-
geles office of the American Ar-
bitration Assn. Slightly more than
20 other claims have been filed,
he said, and they should be "get-
ting more now" that the program
has been functioning for awhile.

An almost identical plan began
in San Diego at the first of this
year, and another is expected to

start in Monterey County soon,
Mr. Stevens said.

More than 750,000 incoming pa-
tients have signed the Los Ange-
les area agreement, Mr. Stevens

said, with only an "infinitesimal
number" refusing to sign since
the plan went into operation on
July 1, 1970. Twelve hospitals are
now participating in the plan, in-

cluding the Good Samaritan, St.
Vincent's, Holy Cross, California
and Daniel Freeman hospitals.

Mr. Stevens said there is "quite
a movement out here for the ex-

pansion of the program," even
though it has had no effect so far
on malpractice insurance rates
for hospitals or doctors.

The California program defi-
nitely influenced the Illinois Hos-
pital Assn.'s decision to try a sim-

ilar program. "We decided to do
it in 1972, before the malpractice
thing heated up," said Mr. Ah-
rens of the association. "The

thought to do something different
was there, and then we heard of
the southern California approach.'

The main difference between

the California plan and the Illi-

nois experiment is that the Illinois
plan allows a patient 60 days to
back out of the agreement after
leaving the hospital, while the

Los Angeles program offers only
30 days. However, that provision

may be changed soon to 60 days,
according to Mr. Stevens.

In the five years of the Cali-
fornia plan's existence, only a
"very small percentage" of pa-
tients have taken their 30-day
option, he said.

Mr. Hayes of the Chicago Bar

Assn. said, "We don't believe the
opting out feature affords much
protection to the patient. It's un-

common for malpractice evidence
to show within 60 days. After that
period, the patient won't be mak-
ing an informed, knowledgeable
waiver decision."

Although there are 12 to 15 Il-
linois hospitals "really interested"
in the pilot program, only one,
the Carle Foundation in Urbana,
has signed up, Mr. Ahrens said.
"We would like to get a larger
sample," he said, "and we're
trying for a mix of geographical
locations.

"With malpractice premiums
high now, a lot more people are
interested in it," Mr. Ahrens said.
He is basically looking for 12 to
20 hospitals with 250,000 to 300,-
000 admissions per year to allow
the experimental program to
show what kind of savings could
be realized in the whole state.

While arbitration may result in
a lower award, the day-to-day
costs are not low. The American

Arbitration Assn. charges $150
per party represented by separate
counsel for the first day of hear-
ings, after which the fee is re-
duced to $25, according to Charles
H. Bridge, regional director of the
Chicago office of the AAA.

In addition, all parties share
the cost of compensating the arbi-
trators for their time. Although
they typically serve without

charge for one or two days (which
may be taken up in pre-hearing
preparation), arbitrators are usu-
ally paid at the rate of $150 .to
$200 a day after that, according
to Mr. Bridge. In California, Mr.
Stevens said the rate for arbitrat-

ors is $200 to $300 a day. •
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When you're surrounded by perils,
we still hold the fort on costs.
Don't face your property and liability risks one at a time. Take
them all on with a Kemper package policy. You'll save as much
as 35% compared to standard rates for individual coverages.
Sometimes more.

Combined property and liability insurance-we invent ways to
keep it flexible.With special programs for everything from
apartment buildings to processing plants. From hotels to factories.

And if you've taken extra steps
to make your business ,
safe, like sprinklers and

watch service, we're the -4 <
outfit that can probably ,
save you even more.

Now, more than ever, it's 80'2.

time to call out the troops.
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Call the people who cover the territory. Your independent agent or broker who represents
the Kemper Insurance Companies. Or write Pete Standbridge, Sales Manager,
Kemper Insurance Companies, Long Grove, Illinois 60049.
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Fireman's Fund cited
for sex discrimination

SAN FRANCISCO-A group of
six individual women and a group
called Women Organized for Em-
ployment has filed a $10 million
sex discrimination lawsuit against
Fireman's Fund American Insur-

ance Co. in U.S. District Court

here.

Their attorney, Guy Saperstein

of Oakland, told Business Insur-
ance that the suit seeks a perma-
nent injunction against further
"discrimination" and job reprisals
and a "specific plan for the inclu-
sion of women at the board of

directors and top evecutive level."
He said the lawsuit also requests
a jury trial.

Mr. Saperstein explained that

the lawsuit is being brought under
Title 7 of the Civil Rights Act of

1964 and amendments thereunder

as well as under the Equal Pay
Act of 1963.

"The Equal Pay Act states that
women should be paid the same
as men for performing the same
work," he said.

Two of the six women plain-
tiffs are employes of Fireman's

Fund, he said. Another plaintiff
is a Phi Beta Kappa graduate in

mathematics of the University of
California at Berkeley who states
that she was rejected twice in an
application for an actuarial posi-
tion at Fireman's Fund.

The other three are former em-

ployes.
A spokesman for the company's

chief attorney said that all re-

guests for information are being
directed to the company's public

relations department.
Edward 0. Scharteg, vp, in

charge of public relations, is
known to have stated earlier that

Fireman's Fund has "an affirma-

tive action program approved by
the San Francisco Human Rights
Commission.

"We feel that we have made

good progress in implementing our
affirmative program, and we are
willing to stand on our record in
this area." m

Texas hailstorm

A 20 minute hailstorm with

heavy winds in the city of Aus-
tin, Tx. has cost American insur-
ance carriers nearly $15 million,
with 950 claims against Fireman's

Fund American alone, which
sent ten adjusters from offices as
far east as Pittsburgh and as far
west as Anaheim, Ca. to process

the huge claims load.

Anthracite miners...
Continued from page 1

avenue of appeal of review whe-
ther to the corporation itself or
outside the agency," he said. "I
hope that Sen. Schweiker (Rich-
ard Schweiker, R-Pa.) and Sen.
Randolph (Jennings Randolph, D-

W.V.) will take up the cudgel on
our behalf."

The cost of the takeover was

estimated at $6.4 million. In ex-
change for assurning the pension
responsibility, the fund would
have assigned to PBGC all of its
current claims to delinquent con-
tributions.

Pensions of the miners, once
about $150 a month, have been
gradually reduced to $30 a month.

Mr. Savitsky, who took over
the fund in 1973, said they had
been successful in cutting admin-
istrative costs. The union this year

WHEN YOU SELL
MOST PENSION PLANS
THREE THINGS HAPPEN

TWO OFTHEM BAD.

The good thing about sell-
ing a pension plan is, of course,
the commission. But then comes

the hard part. Made even tough-
er these days by ERISA.

First, the Act requires a
mountain of paper work iust to
get a plan off the ground.

Second, the Act demands

long, complicated and costly an-
nual statements. Certified actu-

arial valuations. Complex bene-
fit calculations. Reporting and
disclosure filings.

At least that's the way it is
with most plans. But not with
PENFLEX, MONY's new group
product for defined benefit re-
tirement plans. Because MONY,
not you, administers PENFLEX.
And we, not you, do the paper
work.

PENFLEX, in addition to high
commissions and complete Home

Office administration, features:

• Optional high amount insur-
ance coverage with liberal
underwriting.

• Choice of equity or fixed-in-
come side fund.

• Flexible plan design options.
Not only can PENFLEX be

written for all size groups, (down
to the smallest), it can also be
written for iust one person.

PENFLEX is easy to explain
and understand. And it is going
to make you look exceptionally
good. Because its flexibility en-
ables you to create a plan that's

MONY
FOR THE FUTURE.
The Mutual lile Insurance Company Of New York

iust right foryour corporate clients.
Write for the booklet we've

written all about it.

It tells you why, with
PENFLEX, MONY How

gets the headaches P•mE';gy
h.ps >.u cope

and you get the with the Act

commissions.

MONY, 04ON......EN. 1
Mutual Of NewYork

Mass Marketing Sales, Drop 3-4
1740 Broadway
New York, N.Y. 10019

Send me the booklet about

MONY's PENFLEX.

Nom,

Company

Street

City

Stnt.

Phone

7ip
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also negotiated a contract calling
for higher contributions to the
fund.

The PBGC, in its letter to the
fund's attorneys, said that insur-
ing a partial termination would
not be correct, as a matter of dis-
cretion, because such a course
"might prompt a spate of appli-
cations from plans which, rather
than revise their benefit struc-

tures or increase contributions, as
the (Anthracite) fund has, will
terminate a group of retirees, and
apply for insurance on their be-
half."

The anthracite fund is a sepa-
rate entity than the much larger
United Mine Workers Health and
Retirement Funds. Those funds,
once in critical financial condi-
tion also, are now on a sounder
footing due to sharply increased
revenues negotiated in the last
bituminous coal industry labor
contract.

Miners not

eligible for
autodiscount

HARRISBURG, PA.-Pennsyl-
vania coal miners who thought
the United Mine Workers Health
& Retirement Fund qualifies as
a primary program for health in-
surance and disability benefits
may have mistakenly selected op-
tional discounts on their no-fault
auto insurance.

The UMW fund does not quali-
fy as an acceptable plan under
the state's regulations on no-fault
auto discounts, Insurance Com-
missioner William J. Sheppard re-
ported.

Miners having some other

qualified health or disability plan
could legally claim a no-fault dis-
count. But the UMW fund will

not pay health or disability ben-
efits if auto insurance is available
to cover the loss.

The only way a miner could be
eligible for a no-fault discount
with just the UMW fund as a
benefit backup would be to ab-
sorb a $100 deductible on medical
or funeral expenses and a one-
week waiting period for wage
loss. m

A short term

disability plan
hits market

NEW YORK-American Inter-
national Life Assurance Co. of

New York (AILife) and the Life
Insurance Co. of New Hampshire
are marketing group short term
disability coverage on a nation-
wide basis.

The program offers coverage on
a 24-hour basis to groups of at
least 10 employes. Plans can be
either contributory or non-con-
tributory; the former requires
75 % of all eligible employes to be
enrolled, while the latter requires
100 % enrollment.

Cost of the program "depends

on the size of the employe group,"
a spokesman for AILife said, with
an average cost of $5 per employe
a month for a benefit of 50% of
salary up to a maximum of $125
per week.

The maximum benefit schedule

for less than 50 employes is
66%% of wages to a maximum of

$100 per week. For 1,000 or more
employes the ceiling is 75 % of
wages to a maximum of $250 in
weekly benefits. •



Bank of America covers its loan
customers for life/health/disability

SAN FRANCISCO-Norman S.

Wintemute, assistant vp and gen-
eral manager of the Bank of
America insurance department,
isn't kidding when he tells you
that as part of his job he func-
tions as the head of an insurance

company and an insurance agency.
Appropriately enough, the in-

surance company is known as the
BA Insurance Co. Equally un-
blinkingly, the other entity goes
by the title of the BA Insurance
Agency. The latest edition of
Best's says the fledgling company
has admitted assets and liabilities

of $4,355,890.
Mr. Wintemute, in an interview

with Business Insurance, explained
that the insurance company was
licensed by the state of California
in September, 1974, and offers
coverage for life/health/disability
for loan customers of the bank.

"We are limited by the Federal
Reserve Board to doing business
with bank loan customers," he ob-
served.

The BA Agency administers a
life/disability insurance plan, un-
derwritten by Occidental Life In-
surance Co., that covers home
loan borrowers during the life of

Will process
drug claims
for Louisiana

SAN FRANCISCO-Effective

October 1, Pharmaceutical Card
System Inc., a subsidiary of Fore-
most-McKesson Inc., based here,
will process claims for the State
of Louisiana's Medicaid prescrip-
tion drug reimbursement pro-
gram.

The. contract covers reimburse-

ment of more than 1,000 Louis-
iana pharmacies on a twice-
monthly basis and will include
the processing of some 400,000
prescription claims a month, ac-
cording to a spokesman for Phar-
maceutical Card System. Com-
puter and administrative facilities
are being established in Baton
Rouge.

Lincoln National Life Insur-

ance Co. is the underwriter for

the state program, which is called
the Louisiana Medical Assistance

Program. The program provides
eligible recipients with pre-

scribed legend drugs and a limit-
ed number of prescribed over-
the-counter drugs and reimburses
the dispensing pharmacies for
their costs directly.

Pharmaceutical Card System
currently administers over 500
prescription drug plans for em-
ploye groups in the U.S., Puerto
Rico and Canada, covering over
2 million families, a spokesman
said.

These various drug reimburse-
ment programs are insured by 32
insurance companies as well as
self-insurance, the spokesman
said.

The company claims to have an
unbroken six-year record of pay-
ing all valid pharmaceutical
claims within two weeks of sub-
mission. I

Arizona storm damage
Seventy-mile-per-hour winds

caused an estimated $1,009,000
damage in Tucson, Az. on July
24, according to the American
Insurance Assn. Most of the dam-

age involved residences and ap-
artment buildings, but several re-
tail stores were hard hit.

the loan.

"These enterprises leave me
with about 40 % of my time that
can be spent on traditional risk
management activities," acknowl-
edged Mr. Wintemute, explaining
that when he wears his risk man-

agement hat he abides by the
principle that "insurance should
act as a security blanket.

"We believe in high deducti-
bles-high even for banks-that
walk hand-in-hand with high lim-
its," he said. "Our primary objec-
tive is to provide deductibles on
major policies which will result
in self-insurance on many claims.

"What we want are much high-
er deductibles than are average

for the banking industry which

will, at the same time, leave cor-
porate earnings materially unaf-
fected.

"A $1 million loss would not
substantially injure earnings, for
example, but a $10 million loss
would," he said.

The parent company, Bank

America Corp., reported earnings
of $136,248,000 or $1.97 a share-
for a hefty increase of 22.4%-for
the first six months of its fiscal
year, ended June 30, on total
operating income of $2,356,614,000.

Bankers' blanket bond, D&0,
and third party liability all have
high limits, he added.

The three coverages are bro-
kered by Marsh & Melennan,
which is the bank's casualty bro-
ker. Johnson & Higgins, on the

"UGHT WATER" AFFF controls
48-hour tanker fire in 30
minutes.

JANUARY 18, 1974. Sixteen crewmen dead
when a freighter collides with a tankership
loaded with 143,000 barrels of gasoline, jet fuel
and diesel oil. Fire rages out of control for two
days despite application of conventional foam.
Emergency supplies of "LIGHT WATER"
Agent are rushed in. 30 minutes after applica-
tion, fire is under control. Over 90% of valuable
cargo saved.

other hand, is the corporation's
property broker. -

"I am heavily dependent on my
broker; they do the marketing,"
admitted Mr. Wintemute, indicat-
ing that his variety of responsi-
bilities means that he must be
able to finesse his time with the
skill of a champion bridge player.
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Fortunately, loss experience for
the world's largest bank and its
parent company has been satis-
factory, he went on, noting that
the bank's biggest headache, fi-
delity losses, is checked by a
strong auditing program.

If the executive, who at one
time served as the president of the
organization now known as Risk
and Insurance Management Soci-
ety (RIMS), has any insurance
concerns on his mind at present
it might be the cancellation of his
giant property policy by its under-
writer, the Unigard Insurance
Group. The policy was put to-
gether by Allen, Miller & Assoc.,

San Francisco.

The letter containing the can-
cellation came as . something of a
jolt to Mr. Wintemute due to the
fact, he said, that "we have not
had a loss."

"I assume we got a good deal,"
he said, in reference to the fact
that the premium on the policy
was moderate.

"But our exposure was low," he
pointed out, "because we had a
study made of the value per loca-
tion of each piece of our property
and we found out that we have a
good spread of risk of between
$200,000 and $500,000."

One problem which may haunt
others but not him is the question
cf fiduciary liability insurance.

"As I read our D&0 policy I
believe that it covers fiduciary li-
ability exposure," he stated.

Still he added: "There's no
question that such exposure will
be excluded at renewal time."

Lloyd's underwrites D&0 cov-
erage for BankAmerica Corp. •

"Worst tank farm fire in 25 years"
controlled in 10 minutes with
"LIGHT WATER" AFFF.

Dock-side Los Angeles tank farm threatened
by fire and explosion of liquid petrochemicals.
Water, dry chemicals, conventional foams cannot
keep fire contained. Overspill into LA harbor
threatens whole dock area. Fire spreads to other
tanks, floating chemical tops retaining dikes.
·Emergency truck with "LIGHT WATER"
AFFF secures whole tank farm, in the tanks and
op the ground.

Yodve read the claims...
now see the movies.

We have documented movie film of both of these spectacular
blazes and more. They'll prove what we claim for "LIGHT WATER" AFFE*

Let us set up a showing for you, at your convenience.
We'll make a believer out of you.

I 3M COMPANY, Fire Protection Systems, Dept. FY44 .
 3M Center, St. Paul, Minnesota 55101

In Canada, contact 3M Canada Limited.

NRme

Cnmpany

Address

Phone

.
I City State 7.ip

3M•··LIGHT WATER" Brand Aqueous Film Forming Foam Fire Protection Sustems
is a registered trade name of 3M Company.
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editorial opinions

Profit or claims?
T T HAS OFT BEEN SAID that Lloyd's is in the business of
1 making money. More recently, Lloyd's members have
made it perfectly clear that they underwrite for profit, not
for investment income.

Would it also be possible that Lloyd's underwriters are as-
suring their profitability by denying a lot of claims lately?
Perhaps it is only a sign of the times that the atmosphere of
increased litigation would carry over to the relationship be-
tween Lloyd's and its happy (or unhappy) clients.

Two out of the last four issues of this magazine have con-
tained stories about major suits-being filed against Lloyd's to
force payment of claims summarily denied by underwriters
in that venerable London institution. In one case, Flintkote
Co. was attempting to recover some $474,458 which it be-
lieved should have been paid by Lloyd's under coverage af-
forded by a directors' and officers' liability policy. The sec-
ond involved a suit by Madison Square Garden Corp. against
Lloyd's to recover expenses of nearly $850,000 incurred
when basketball star Willis Reed injured his knee and
couldn't play for the New York Knicks, a team owned by
the Garden. The Garden contends that these costs should be

covered by an insurance policy issued by Lloyd's.
A popular saying in the industry is that insurers are in

business to pay claims. Looks as if insurers are taking care
to protect their flanks by denying quite a few, too.

Flaunting it
TATE NEVER CEASE to be amazed to learn that many
V V insurance/risk managers and their junior assistants are

being forced to view their jobs as dead-end positions within
their companies. This doesn't necessarily say anything bad
about the individuals themselves, but it does say something
about a de facto situation that's been evident in corporations
for nnany years.

It may not be intended by top management, insurance man-
agers have told us, but it's a fact of life. Or, as one insurance
administrator with an MBA in finance told us recently, "The
insurance department should be viewed as a great place to get
experience and training, and then move on. But that's just not
the way things have worked.

Ever since the days of "insurance clerks," there's been a

tendency of top management to shuffle people off into insur-
ance departments and forget them. And despite the increased
recognition of good risk management's importance to the cor-
poration, it appears that all too seldom are good risk managers
rewarded with new authority, or by means of promotions into
other departments. There's been a sad Iack of mo*ement of
"staff" managers in insurance departments into line manage-
ment or operations departments.

It is a rare occasion indeed to learn of a former risk man-

ager moving into the ranks of senior executives within ma-
jor corporations. There are some, yes. Their names and ac-
complishments have appeared in these pages on occasion. But
we think there should be more, based on what we believe

to be a valid premise, that the insurance department affords
one of the best financial management training grounds in
a company. Furthermore, insurance department personnel
often have a grasp of all operations-an overview-that few
other departmental managers have an opportunity to assimi-
late.

Risk managers, like any other managers, however, need
to know there is a chance for them to be mobile within their

own companies. If they don't, how can companies expect to
attract the best of the fresh young managers into risk man-
agement..They can't. of course.

At the moment, the fact persists that many bright young
business people who've somehow gotten into corporate in-
surance departments of big companies see themselves as
having very few options: They can find new challenges by
leaving their companies and going into the insurance depart-
ments at other companies. Or they can move into consulting
or insurance brokerage firms, make better money and find
new challenges (which is not the worst that could happen,
of course, but for every such move corporate risk manage-
ment is the loser, and in the end corporate risk management
could become the "captive" of outside suppliers and con-
sultants).

In any event, corporate risk managers are in dire need of
some promotion at the top management level. In far too
many cases we continue to find bright and articulate cor-
porate risk managers unwilling to speak out actively on be-
half of risk management within their own companies or risk
management in general.

In short: If you've got it, why not flaunt it?

Stepping back
A s HAS BEEN noted in this space earlier, the editors of

1-'k. Business Insurance will release a special report on the
property/casualty insurance industry in the next issue of
this magazine, Sept. 22.

The insurance industry today is faced with some very
crucial problems, and some of them not of its own making
(one could hardly say that the malpractice situation has
been brought on by insurers).

In our Sept. 22 issue we'll be taking a look at those prob-
lems and how the industry is facing them as it steps into
the last 25 years of this century.

In researching for the issue our reporters and editbrs have
sought to step back from the trees to view the entire forest.
Communicating the view from that perspective, we feel, is
something the insurance industry has done poorly.

A major portion of our industry report will be devoted to
publishing the transcript of a roundtable session the editors
of Business Insurance had late last month with the chief ex-

ecutives of six major insurance companies. Over coffee in
our New York offices, the industry executives had a free-
wheeling discussion about the problems of thd present and
the challenges to come. One thing is certain: These execu-
tives know what the problems are. The discussion, we think,
produced some possible solutions and we look forward to
presenting them in the next issue.
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Extensively involved
To the Editor: Our company

was particularly distressed with
the error appearing in the July
28 issue of Business Insurance

which stated that Synerc on
"bowed out of the employe ben-
efits consulting business", when,
in fact, we are extensively in-
volved in this area.

Group Management Services, a
division of our Blair, Follin, Allen
& Walker affiliate, is totally in-
volved in the employe benefit
consulting area. The firm devotes
· 100% of its time to the analysis,
design, implementation and op-
eration of employe benefit pro-
grams across the nation, within
the scope of client goals and as-
pirations.

Several of our Group Manage-
ment Services' customers were

quite concerned with this segment
of your article, and have,- under-
standably, asked for a full ex-
planation. I sincerely hope that
you will take the opportunity to
rectify this matter immediately
through a retraction and correc-
tion statement.

Synercon Corporation has fol-

lowed with great interest the in-
depth reporting of Business In-

surance. We appreciate your over-
all treatment of our company in
the past, and, for this reason, are
confident that this unfortunate
error will be resolved with the
utmost expediency.

Robert J. Jennings

Marketing manager, Synercon,
Nashville, Tn.

Merit in retro plans
To the Editor: Before reading

far enough to find out from his
letter in your July 14th issue, it
was evident that Justin S. Lencke

was an insurance agent or a
"dyed-in-the-wool" company
man.

At first, my impression was
that this bias against both self-
insured and retro workers' com-

pensation plans was just self-
serving; but, later, I came to the
conclusion that he must be limit-

ted to serving the local corner
drug store or the village machine
shop-certainly not firms large
enough to employ a full time risk
manager.

While not for everybody, Mr.
Lencke must realize that there
has to be merit in both self-in-

surance and retro plans for their
use to be so widespread. I ques-
tion his cost figures: we are pay-
ing substantially less for admin-
istration of our self-insured in-

dustrial injuries,. including na-
Continued on page 18
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Here at American Home, we're less interested in our past -
Tnan in your future.
S.(hat kind of cover do you need from our iong, long list? Is there

something ejse we can do for you?
Can we tailor a policy specifically to your requirements?
All it takes is this coupon.
Mail it today and we'11 get started before the week is out.
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Trip Transit Risks/Valuable Papers/Vending Macknes/Voting Machines/Warehousemans Legal Liability
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Pensions not exempt
from UK wage freeze

LONDON-Pension managers
warned the U.K. government that
the plan to ban pay hikes of more
than $13 a week as a counter-in-

flation measure will force them
to delay any pension improve-
ments.

The government refuses to ex-
empt pension funds from the rule
that pay raises and associated
benefits improvements must be
limited by law if the nation is to
recover economic stability and cut
inflation to 10% from 20%.

Effective from Aug. 1 the gov-

ernment has banned any pay
raises of more than $13 a week as
an emergency step towards re-
ducing inflation. It has also frozen
any changes in other benefits
which might have enabled em-
ployers to get round the pay ban
by "back-door" incentive schemes.

This means that it is reversing
previous hopes to improve pen-
sion rights for many workers by
1978, which Labor Ministers were
until now pressing industry to
adopt.

t1 J. H. BLADES & CO., INC.
713/526-6551 P.O.BOX 22003 HOUSTON 77027
512/826-2378 P.O.BOX 17187 SAN ANTONIO 78217

To reach us toll free, simply ask your local operator in the
following cities to call the number listed for your city.
• New Orleans: Enterprise 7021 • Los Angeles: Zenith 9-0216
• Dallas, Austin or Corpus Christi: Enterprise 70216

Independent
consultants

El RISK
MANAGEMENT

0 insurance

Il Employee
Benefits

• PLANNING
• ANALYSIS
• COST CONTROL

For descriptive brochure, phone or
write Harry Anderson, President

PHONE (312) 372-8225

CORPORATE
POLICYHOLDERS SINCE 1898

COUNSEL, INC.
20 North Wacker Drive
Chicago, Illinois 60606

Laurie Cottrell, general man-
ager of Sun Life Assurance

group, which supervises many
large pension plans, commented:
"The ruling will slow down the
momentum towards better pen-
sions, and means that many peo-
ple will get lower pensions than
they would otherwise be entitled
to receive, if wages had risen
normally.

"Pensions have long been rec-.
ognized as a method of saving, as
well as supplying investment for
industry through the use of their
funds, and surely this should be
encouraged at the present time,"
Mr. Cottrell said.

But the Labor government has
insisted that for the next 12
months new benefits can only be
allowed if the cost comes within
the $13 a week limit allowed for
wage improvements. •

letters

Continued from page 16
tionwide claim service, excellent
engineering, excess coverage, and
attorney representation.

Mr. Lencke should look at some
of the plusses, notably the cash
flow value (worth ever 10% to
us)-look how long insurance
companys have the use of that
reserve money they dole out over
the years on serious cases. And,
more important, the psychological
impact self-insurance or retro
rating has on profit-conscious 10-
cal management.

In addition to the firm's ade-
quate size and spread of risk, the
successful self-insurer probably
has a risk manager with the ex-
pertise and management backing
to use the program to improre
safety. Neither self-insurance nor
retro rating are worth the effort
if the objettive is only a new way
to handle the same losses. Mr.
Lencke should not be condemning
these plans,, rather he should be,
condemning their use by firms
not qualified to take proper ad-
vantage of them.

Larry Bell

Risk manager, Kaiser Aetna,
Oakland, Ca.

Citation

To the Editor: I am interested in

obtaining further information re-
garding an article by Margaret Le-
Roux in a back issue of Business

Insurance, entitled "Use of Trusts
for Self-insured Benefits Gets
Double Boost."

Ms. LeRoux referred to a Mis-
souri Supreme Court decision in
her article. I have searched
through our Tax Library and can-
not find the decision which she
referred to. I would appreciate it
if you could send me the citation
for the case.

Roberta Axelrod

Corporate Tax Dept., First Na-
tional City Bank, New York,
N.Y.

Editor's note: The case in point
involved the Superintendent of
Missouri v. Monsantd Co., 58-310
Superior Court of Mo., division
#2, 1974.

Marsh Mac announces

new name in Bermuda

Marsh & McLennan Inc., New
York, reorganized its Bermuda-
based subsidiary responsible for
captive insurance company man-
agement, renaming it Marsh &
MeLennan (Bermuda) Ltd. The
company, formerly called Marsh
& McLennan Management Ltd.,
provides management or consult-
ing services for 23 captive insur-
ance companies. David Vaughan,
managing director, will continue
to head Marsh & MeLennan (Ber-
muda) Ltd.

info for buyers

T o receive literature listed in Info for Buyers write directlyto the name and address accompanying each item, mention-
ing that you saw the offering in Business Insurance. Readers
are welcome to submit items for possible inclusion in the column.
All items that are free and have informational value to readers
are eligible. The column will also consider items for which
there is a modest handling charge. A sample of your literature
should be sent to Info for Buyers, Business Insurance, 740 Rush
St., Chicago, Il. 60611.

• Practical Risk Management: a
Guide for the Part-time Risk
Manager or Insurance Buyer com-
piles 12 articles by Edward W.
Siver that originally appeared in
Risk Management magazine. Top-
ics include insurance manage-
ment, loss prevention, risk reten-
tion and catastrophe planning.
Copies are $2.00, available from
the American Society of Insur-
ance Management, Dept. RM, 205
East 42d St., New York, N.Y.
10017. Bulk prices are available.

• The 1973-1974 List of ASTM
Publications, issued by the Amer-
ican Society for Testing and Ma-
terials, lists more than 600 ASTM
publications dealing with stand-
ardization test methods and speci-
fications for materials, the knowl-
edge of materials and materials
evaluation. For a free copy write
ASTM, 1916 Race St., Philadel-
phia, Pa. 19103.

• Seedman Errors and Omissions,
underwritten by Lloyd's of Lon-
don, discusses a specially devel-
oped insurance program exclu-
sively for members of the Amer-
ican Seed Trade Assn. For a free
copy of the brochure write Rich-

..ard Rune, Il. R. B. Jones, 175 W.
Jackson Blvd., Chicago, Il. 60604.

• Social Security Benefits &
Tax-es-Their « Impact on the
Economy & on Future Private
Pensions, published by Alexander
& Alexander,Inc., is based on a
speech by Geoffrey N. Calvert
given at the American Pension
Conference in December, 1973. It
raises questions regarding the fu-
ture of the Social Security system
and its likely future impact on
private benefit plans. For a free
copy, write R. Scott Taylor, Di-
rector of Communications, Alex-
ander & Alexander Inc., 1185 Av-
enue of the Americas, N.Y., N.Y.
10036.

• Leased Fire Protection Systems
explores the alternatives to out-
right purchase of sprinkler sys-
tems. The booklet covers the ef-
fects of leasing on insurance pre-
miums, capitalization and taxes.
For a free copy write to Manager
of Marketing Services, "Auto-
matic" Sprinkler Corp., 1000 E.
Edgerton Rd., Cleveland, Oh.
44147.

. Money Moves-But Sometimes
It's Better Staying Put is a book-
let available from All Risk Man-
agement Services Inc. The book-
let describes ARMS's services

available to risk managers. For a
free copy write Joseph Tapfar,
ARMS Inc., 160 Water St., New
York, N.Y. 10038.

. Real Estate Investment Coun-
seling for Corporate Executives:
One Part of a Compensation Pro-
gram is offered by American
Realty Consultants Inc. It dis-
cusses assistance available to cor-
porations in providing real estate
investment counseling for key
employes. For a copy write Amer-
ican Realty Consultants Inc., Norb
Wall, 222 South Riverside Dr.,
Chicago, Il. 60602.

• Fire protection for electric
generating Dlants iR riesrriherl in

a brochure from "Automatic"
Sprinkler Corp. Special Hazard
Fire Protection-Electric Generat-
ing Plants covers both ordinary
and special hazards associated
with the turbine/generator, boiler,
fuel supply, transformers and
other vital plant systems. For a
free copy write: Manager of
Marketing Services, "Automatic"
Sprinkler Corp. of America, P.O.
Box 180, Cleveland, Oh. 44147.

. Washington Information: Na-
tional Health Insurance is a com-
plete information service on the
subj eet of national health insur-
ance which includes monthly
newsletters, special bulletins to
keep subscribers informed on fast-
breaking activities, summaries of
House ways and means committee
NHI testimony, etc. Subscribers
are provided with a loose leaf
binder including summaries of the
major proposals and other basic
resource documents. For subscrip-
tion information write Washing-
ton Information: National Health
Insurance, 399 Howard Blvd., Mt.
Arlington, N.J. 07856.

• Western Drinking Fountain has
a 40-page catalog describing West-
ern Safety Equipment. The catalog
describes mor6 than 150 eyewashes,
deluge showers, and eye/face wash
units. There is a bomplete section
on excessofies and dimensional
drawings are included. For a free
copy write Western Drinking
Fountain, P.M. Lindley, Director
of Advertising, Box 47, Glen Rid-
dle, Pa. 19037.

0 The Wyatt Co. is offering a de-
scriptive brochure--Earthquake-
a Manageable Risk-on a tech-
nique for determining earthquake
probability. In addition to describ-
ing the company's data bank and
computer program, the brochure
explains various magnitude and
intensity ratings. A comprehen-
sive bibliography on earthquakes
is also included. For a free copy
write to Michael W. Cetera, The
Wyatt Co., One First National
Plaza, Chicago, Il. 60603.

• The new pension reform law
has defined the fiduciary liability
of trustees, eliminated exculpatory
provisions in trust documents and
has cleared the way for the pur-
chase of liability insurance for
trustees and others they hire.
An article entitled The Latest
Developments in Pension Trust
Liability, by Bernard J. Daenzer,
president of Howden Swann

Group for Wohlreich & Anderson
Ltd., is available free to interested
parties. Write Anthony C. Bova,
CPCU, senior vp, Wohlreich &
Anderson Ltd, 55 John St., N.Y.,
N.Y. 10038.

• A Circular on Aldon Glide-
Slide offers Business Insurance
readers illustrations and infer-

mation on electric machines for
opening sliding doors of railroad
hopper cars. These can be used to
ereplace hand bars. For a free
copy write R. V. Switzer, Aldon
Co., 3338 Ravenswood Ave., Chi-
cago, Il. 60657.

• Anchor Corp's An Investor's
Handbook, describes the types of
financial services it offers. The
hrn.h„rn av'1141 ne



available to Anchor Group share-
holders as well as the financial

counseling, products and services
which the firm and its affiliates

provide. For a free copy of the
brochure, write B. West, Anchor
Corp., 40 Parker Rd., Elizabeth,
N.J. 07207.

. This booklet discusses how

Arthur D. Little Inc. can proyide
technical backup and expert wit-
ness to attornies and insurance

companies involved in Product
Liability Litigation. Some case
histories are included. For a free

copy write Irving J. Arons, ADL
Inc., 15 Acorn Park, Cambridge,
Ma. 02140.

. A Custom Service for Banks

describes the uni-group approach
to property management and
control and the diverse record

needs for bank owned, managed
or leased property. Bankers may
obtain this free booklet by writ-
ing E. J. Francione Jr., The Amer-
ican Appraisal Co. Inc., 525 E.
Michigan St., Milwaukee, Wi.
53201.

• PacFacs (programmed appro-
priation commitments-fixed as-
set control system) is a complete
system used for the control of
appropriations and construction-
in-progress information. Designed
by American Valuation Consult-
ants Inc., it provides reporting of
all cost, capital and expense, and
the time commitments-from the

authorization of an expenditure
to the beginning of fixed asset
depreciation. For a descriptive
brochure write Davis R. Blaine,
vp, American Valuation Consul-
tants Inc., One North Broadway,
Des Plaines, Il 60016.

• Two checklists for OSHA com-
pliance-one for general industry
and one for construction-are
available from the Atlantic Cos.

They cover the most commonly
inspected areas of inspection and
about 90% of all OSHA4isted
standards. Single copies are avail-
able by writing to Engineering
Administration, the Atlantic Cos.,
45 Wall St., New York, N.Y.
10005.

• Kwasha Lipton has released a
booklet entitled Summary of Im-
pact on Savings Plans of Employe
Retirement Income Security Act
of 1974. It presents a summary of
the major provisions of ERISA
that affect savings plans. For a
free copy of the 23-page booklet,
write to Henry F. Magnusen,
Kwasha Lipton Inc., 429 Sylvan
Ave., Englewood Cliffs, N.J. 07632.

• The Profit Sharing Research
Foundation's latest study, Pension,
Profit Sharing, or Both?, is now
available. The booklet points up
for managements with only pen-
sion plans the merits of supple-
menting these plans with profit
sharing, thrift, or stock plans. Cost
of the 56-page booklet is $4, post-
age pre-paid. To order, write to
Bert L. Metzger, Profit Sharing
Research Foundation, 1718 Sher-
man Ave., Evanston, Il. 60201.

• Proceedings of regional sem-
inars conducted earlier this year
on ERISA Rules and Regulations
Affecting Joint Trusts have been
published by the International
Foundation of Employe Benefit
Plans. The 95-page booklet is a
composite of discussions during
the one-day programs held May
28-30 in New York, Chicago and
San Francisco. The booklet fo-

cuses on the issues facing joint
labor-management employe bene-
fit trust funds as they strive to
comply with ERISA. Cost is $5 to
members, $7.50 to nonmembers.
To order, write: International
Foundation of Employe Benefit
Plans, P.O. Box 69, Brookfield,
Wi. 53005.

• American Insurance Assn. has

released an employe-oriented pam-
phlet with on-the-job fire pre-
vention tips, titled No Work Till
Further Notice Because of Fire.

It contains a number of dos and

don'ts that includes the proper
way to handle overheated ma-
chinery and oil-soaked rags. The

pamphlet is available in quan-
tities of 100 for $2 or 1,000 for
$15 from the American Insurance
Assn., 85 John St., New York,
N.Y. 10038.

• Allstate Insurance Co.'s Auto-

motive Air Bags-Questions and
Answers provides research, de-
velopments and current experi-
ences drivers have had when an

air bag is deployed during a crash.
This booklet also answers many
consumer questions about air bag
technology and operation in crash-
es. For your free copy write Safe-
ty Director-F3, Allstate Insurance
Cos., Allstate Plaza, Northbrook,
Il. 60062.
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Now there's an Employee Benefit Plan with ex-
tra advantages for everyone: employees, employers
and sellers. It's called Extra Protector, another big
First for the fastest-growing kid on the block.

Phoenix Mutual's Extra Protector is designed to
work in effective combination with existing types of life
coverages, both personal and group.

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

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

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

Extra Protector. It% one more reason why Phoenix
Group is the fastest-growing kid on the block.

PHOENIX MUTUAL
Hartford, Connecticut

EVERY 11 MINUTES ANOTHER COMPANY
TRUSTS US WITH THEIR LIFE.
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will hold hearings on the Blues
request in late September or early
October.

Rate hikes in two other Eastern
states will commence this fall.

Increases for the Blues are also

being considered in Pennsylvania
where Blue Cross of Greater Phi-

ladelphia and Pennsylvania Blue
Shield both requested 27% in-
creases in premiums.

Blue Cross of Western Pennsyl-
vania was granted a 27.5% in-
crease, effective Sept. 1, for gen-
eral health plan premiums affect-
ing 405,000 group and non-group
subscribers.

A 25 % increase for 245,000

members of the Plan's "65-Spe-
cial" program that provides sup-

business insurance, September 8, 1975/19

plementary Medicare benefits

was also granted.
Hearings will be held Oct. 1 on

the Pennsylvania Blues latest re-
guests for increases which will af-
fect 1.5 million policyholders in

the greater Philadelphia area and
6.5 million Blue Shield subscrib-

ers.

In New Jersey, small group or
community rated subscribers to
that state's Blue Cross and Blue

Shield plans will pay 29.8% more
in premiums beginning this
rnonth.

In approving the increase,
James Sheenan, state insurance
comrnissioner, said that he was
calling on both plans to slow down
the rate of increase of their op-
erating expenses in the interest of
economy.

Commissioner Sheehan said he

would issue another order within

the next several weeks in which

he would comment on the Plans'

operations and make recommen-
dations for improvement. •

New! From the

fastest-growl ng kid
on the block:

Protector

T
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Nuclear insurers favor continued government role
By TIMM HERDT

NEW YORK-Preliminary
hearings on a bill to renew the
Price-Anderson Act, an unpre-
cedented 1957 statute which pro-
vides for government indemnifi-
cation of nuclear reactors, are
slated to begin soon.

When the act was passed there
was a great deal of uncertainty
about the safety of reactors and
a reluctance on the part of the
private sector to insure nuclear
risks. The continued development
of peaceful uses of the atom was
contingent upon government in-
demnification.

In 1975 the uncertainty, or at
least the controversy, still lingers.
Ralph Nader calls for a moratori-
um on the construction of new

nuclear power plants. A group
called the Union of Concerned

Scientists last month presented a
petition to the White House and
Congress calling for "a drastic
reduction" in the construction of
new reactors.

But other signs indicate both a

growing acceptance of nuclear
power- among the-public at large
and a consistantly good safety
record for existing power plants.
A recent public opinion poll con-
ducted by Iuis Harris and

Assoc. found 63% of the public
in favor of construction of new

nuclear plants.

A more important indicator of
the maturity and acceptance of
nuclear power, however, comes
from the insurance industry.

As Congress considers an Ad-
ministration proposal to extend
the expiration date of Price-An-
derson from August 1, 1977 to
August 1, 1987, the private sector
-in the form of the Nuclear

Energy Liability-Property Assn.
-will testify in favor of the bil
which will signal what NEL-PIA
calls «the gradual phasing out of
the government indemnification"
program.
. The act originally established a
$560 million liability limit, of
which only $60 million was pro-
vided by the insurance industry.

Now, although the limit remains
the same, the private sector pro-
vides $125 minion of the coverage.

The reason for the industry's
increased commitment is simple:

Good experience. The nuclear lia-
bility pools-NEL-PIA, the asso-
ciation of stock companies, and its
counterpart of the mutual compa-
nies, the Mutual Atomic Energy
Liability Underwriters-have
paid only $567,000 in liability
losses from 1957 through June 30,
1975."The experience we've had
in the last 20 years has been just

incredible," boasts Joseph Mar-
rone, general counsel fo NEL-
PIA.

Mr. Marrone can point to some
impressive developments to docu-
ment his claim. In addition to

doubling their capacity, the pools
have been able to refund some $8
million of premiums to nuclear
insureds since 1967.

Combined capacity of the lia-
bility and property pools climbed
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to $300 million in January-a
25% increase from 1974. Over 100

stock companies now participate
in NEL-PIA. Combined with mu-

tual companies and foreign rein-
surance companies, the pools now
claim 145 participants.

One reason, of course, for the

growing participation is the ex-
panding premium base of the

444'

t.

pools. From a single policy in
1957, the liability and property
pools now write 450 policies-
346 liability and 104 property.

There are now 55 operating nu-
clear power plants nationwide,
with an additional 63 under con-

struction and 103 awaiting con-
struction licenses from the Atomic

Energy Commission. The plants

now in operation provide approx-
imately 8.5% of the nation's elec-
tricity.

Premiums for the pools totaled
$29 million in 1974. While this
indicates a sizeable premium
growth, one NEL-PIA official in-
dicated this is a pretty small pre-
mium base for the $300 million

Keep insurance costs down. Come home
to the Stars and Stripes. Competition is healthy.

That's why All American
Marine Slip competition for
high-value high-risk marine
insurance has led to lower

costs formany of ourinsureds
We make it easy for your

agent or broker to work with
us on overseas as well as

-»domestic risks AAMS is only

risks it insures.

Of the 346 liability policies,

only 161 cover an existing reac-
tor. These include not only the
power generators of the utility
plants, but also reactors used by
various research institutions and

universities. The rest of the poli-
cies cover nuclear suppliers and
transporters.

a phone call away, because
we're headquartered right
here in the States. One call

dealing with one person will
give your broker all the
answers he'll need. We save

him time And that can save

you money

But, lower costs are only
part of the AAMS story

America is working to be
self sufficient in 011 Doesn't



The number of property poli-

cies is considerably less. This is
due to competition from Nuclear
Mutual Limited, a Bermuda-
based captive of several utilities

including Commonwealth Edison
and Consolidated Edison.

The growth in both participat-
ing insurers and insureds would
not have been possible without
good claims' experience. The safe-
ty record reads like this: 27 inci-

dents in 20 years, net loss of
$570,000.

it make sense for us to become

less reliant on overseas mar-

kets for marine insurance?

Right now, more than $100
million worth of marine pre-
mium on rigs is going over-
seas. In the North Sea, for

example, most of the rigs are
American, most of the insur-

ance is foreign. By bringing
even part of that premium
home to AAMS, you help cut

h* *4 a..
.--I.'

None of those incidents have

arisen from a reactor accident and

there have been no accidents in-

volving the general public; claims
have been made only to workers
directly involved in the handling
of nuclear materials.

The bulk of the total paid loss-
es have gone for the settlement of
two incidents which resulted in

combined settlements of $400,000.
The first of those, made in 1963,
went to a worker who contracted

America's balance of pay-
ments deficit and strengthen
the economy.

Today, more than 220 com-
panies are using AAMS to
insure such high-value, high-
risk marine exposures as
jack-ups, semi-submersibles,
drill ships, platforms and
drilling equipment, cost-of-
control and pipelines.

We want to keep your costs

cancer as a result of exposure to
nuclear materials. The settlement

in that case was $325,000. The
other major incident involved a
Rhode Island worker who died in

1964. His settlement was $76,000.
Despite a 1965 no-fault amend-

ment to Price-Anderson, there
have been no major claims since
1964. The remainder of the losses

have gone to settle 25 minor in-
cidents, mostly involving contam-
ination of property resulting from
leakage of nuclear material dur-

down, and we want to grow.
So we have to be better than

the competition. See for
yourself. Have your agent or
broker call the Manager, All
American Marine Slip, 80
Maiden Land, New York, N.Y.

10038. Phone (212) 374-2667.

ing shipment.
The relative safety of the nu-

clear industry will soon receive
further documentation with the

release of the latest AEC reactor

safety study.
A draft of the study, prepared

under the direction of MIT pro-
fessor Norman C. Rasmussen,

shows reactors to be dramatically
safer than previous reports had
indicated.

Previous studies had calculat-

ed the outer limits of a reactor

All Amedcan 
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disaster. The 1957 WASH 740 re-

port, using this method, predict-
ed up to $7 billion in damages
and 3,400 deaths would result
from such a disaster. While nu-

clear critics often cite this report
as evidence of the danger of nu-
clear reactors, proponents claim
the study calculated the effects of
a disaster that, realistically, could
never happen.

The Rasmussen report, on the
other hand, takes into account
the various safety measures im-
plemented by the nuclear indus-
try and the history of the indus-
try, which has shown 200 reactor
years without a fuel melting-

the incident which would trigger
the most potential damage.

The preliminary report shows
the likelihood of one core melt as

one in 17,000 per reactor per year.
This means that if, as anticipated
by 1980, there are 100 reactors in

operation that one such accident
would occur once in 175 years.

Interestingly, the chance of a
major disaster-one which would
cause 1,000 or more fatalities-is
listed in the draft report as once

every one million years-the same
as the probability of a meteor
striking a major population cen-
ter causing 1,000 or more deaths.

Yet even with the developments
on the liability side, the nuclear
experience in property hasn't been
as encouraging.

Total property losses from 1957
through May 31 of this year have
been $21 million. The pool writes

an all-risk property policy and
rnost of the property losses have
resulted from "conventional

fires," according to Mr. Proom.
Despite the loss of property

clients to utility captives-and
self-insurance in the case of TVA

-and the $21 million in losses,
NEL-PIA has been able to reduce

property premium rates yearly
since 1972 by giving credit to its
insureds. The initial credit in

March of 1972 was 7.7%. The

credit rate has increased each

subsequent year to its current
level of 21.4%.

The cost of insuring a nuclear

power plant remains, however,
higher than insurance costs for
fossil fuel plants. Mr. Proom says
NEL-PIA is in the process of
making a study of the compara-
tive costs of the two, but for now
would only say the comparison is
"very difficult to make." •

Inflation

3bking the
#sure"out of

insurance

Being underinsured can
easily be your greatest busi-
ness risk in a period of
inflation.

You can be sure of adequate
protection with an appraisal
by Lloyd-Thomas annually
revised under our Appraisal
Maintenance Service Pro-

gram. Protect your invest-
ment by keeping insurable
value in line with inflation.

To be sure you have the facts,
write for more information.

Dept. Bl

industrial

commercial
institutional 9-,-1

LOY][3®,T]BIOAS
4411 Ravenswood Ave.. Chicago, 111 60640 CO.

312/561-3700
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When shipping plays accounting
-ho pays for Joe's broken leg?

By LINDA MOSKOWITZ

NEW YORK-While company-
sponsored recreational programs
can sometimes lead to better em-

ploye relations, they can also re-
sult in some sticky legal ques-
tions when injuries are sustained
during such activities.

Whether the subsequent medi-
cal care should be paid for from
the employe's health plan or from
workers' compensation is contin-
gent upon many factors, and laws
governing the issue of employe
compensability vary from state
to state.

It's "specifically a legal ques-
tion, not a corporate policy," ex-
plains Howard Weber, risk man-
ager at 3M Corp. in St. Paul.

He describes the Minnesota

workers' compensation law as
"quite broad and liberal in con-
sidering what activities are in the
course of employment."

While there are many variables
in deciding a case, Mr. Weber
believes his state's laws favor

workers' compensation payment
in the case of activities or sports
played between different compa-
nies.

Intra-mural garnes, or gannes
between employe teams at the
same firm, however, are generally
non-compensable and are paid by
the employe's medical plan.

3M offers its employes a fairly
extensive recreation program, es-
pecially in the St. Paul area.

The employe club in St. Paul
provides a golf course and club
house, picnic grounds, tennis
courts, ski and' tobogganing hills,
archery ranges, skeet shooting
and snow-mobile'trails among its
facilities. A pool is also being
planned, and the club has its own
restaurant.

To handle the sizable risk

posed by this enterprise, a sep-
arate non-profit corporation was
formed by 3M called the 3M Club
of St. Paul Inc., according to Mr.
Weber.

The 3M Club, while working
closely with Mr. Weber's office,
purchases its own insurance.

Described as a "good-sized cor-
poration" by Mr. Weber, the in-
sured value of the club's property

is over $1 million, Mr. Weber
said.

The liability and workmen's
compensation carriers are the
same for 3M and the 3M Club,
"so there will be no argument as
to which insurance company is
involved," in the event of a suit,
Mr. Weber said.

Other carriers used, though, are
not necessarily the same as those
used by 3M. The club, according
to Mr. Weber, does have "all the
normal coverage" a corporation
would have.

Not all companies provide their
employes with such a wide scope
of activities.

The Pillsbury Co. in Minneapo-
lis has no recreational facilities,
but many employes participate in
inter-office teams for bowling,
golf, softball and tennis, according
to Douglas L. Hail, director of
corporate insurance at the com-

pany.

However, Mr. Hail explained

vv nenyou review youremployee's
fringe benefit package, ith

important to get expert guidance:'
James tnvell, Astmnaut,

Both as an astronaut and as a businessman, Jim Lovell
quickly discovered that no matter how knowledgeable
you are in your business, you just can't know about
everything.

If you're smart, you get the advice of experts.
Nowhere is this more important than in the field

of employee benefit plans.
Today's group plans offer you an almostendless

variety of options. Getting the maximum benefits
foryour company requires the skills of a trained, fully
qualified expert.

An expert like your Mutual Benefit representative.
One thing a Mutual Benefit representative won't

do is offer you a "canned" plan. He's been trained to
imaginatively explore all avenues to make yourdollars
work harder for you.

He's able to do this because he has a complete
line of group plans to offer you: Group Term Life;
Accidental Death and Dismemberment; Dependent

Life Insurance; Survivor Income Benefit; Loss of
Time; Long Term Disability; Major Medical;
Hospital Indemnity.

Your Mutual Benefit man can offer you these
plans to give you a most attractive package of"fringes"
for your money.

These valuable plans have competitive features
and liberal benefits. And they're backed by a fast,
efficient, regionalized claims service.

For the group plan that best fits your needs,
talk to your Mutual Benefit representative. Or write:
Vice President-Group Sales, Mutual Benefit Life,
Newark, New Jersey 07101.

MUTUAL BENEFIT
You take care of today

Wdll take care of tomorrow

that Pillsbury has "no real or-
ganized recreational programs,"
and in the case of employe in-
juries occurring during these
events, the state workers' com-
pensation board decides who pays
for medical benefits.

The few instances Mr. Hail re-

called where employe accidents
occurred, the injuries were al-
ways held to be compensable.
But, he said, these have been
"pretty few and far between,"
citing only three or four cases in
the 25 years he's been with the
company.

Degree of company sponsorship
and support given to employe
recreational events is an impor-
tant point considered by workers'
compensation boards when debat-
ing whether a case is compensable
or not.

Two landmark cases in New

York State helped set precedents
for this state's workers' compen-
sation board on this issue. These

are Wilson vs. General Motors,
1949, and Tedesco vs. General
Electric in 1953.

The major points involved in
these cases, as outlined in a talk
given earlier this year by Chet
Feldman, a Liberty Mutual loss
prevention representative, are de-
gree of support and sponsorship
of the company, amount of bene-
fit derived by the company, and
injury out of and in the course
of employment.

The Wilson vs. General Motors

(GM) suit arose from an injury
during a baseball game where the
employes had organized their own
league and the game was played
on their own time and not on

company premises.
"Mr. Wilson's claim for com-

pensation against General Motors
was denied," explained Mr. Feld-
man.

"The games were not advertised
and no outside publicity attended
their playing. The league was not
connected with the employer nor
subject to the employer's control
in any way," continued Mr. Feld-
man. "In short, the employer
gained no business advantage
from the league activities."

In the case against General
Electric (GE), the firm was found
to be highly involved with the
recreational program as it was
highly influential in the activi-
ties of a separate organization,
the General Electric Athletic

Assn. (GEAA).

The injury in question was sus-
tained during a GEAA softball
game. The board ruled against
GE because, as Mr. Feldman
pointed out, "In addition to all
GEAA activities being at the em-
ployer's premises, the activities

were in a large degree dominated
by and supported by the em-

ployer."
These cases represent two ex-

treme situations, Mr. Feldman be-

lieves. "Most often the degree of
a company's support, sponsorship,
and derived benefit fall some-

where in the gray area between

the GM and GE extremes," he
said.

"In the end," he continued, "the
individual facts developed in any
given case must be weighed and
considered by the workers' com-
pensation board, which must de-
cide how much support, sponsor-
ship, control and benefit was ex-

ercised by, or derived for, the
company." I

Speir buys 11th agency
Atlanta-based Speir Insurance

Agency Inc. acquired its 11th
agency in that metropolitan area
-American Underwriters Insur-

ance Agency Inc., Tucker, Ga.
Speir, which handles both com-
mercial and personal insurance,
began its expansion program in
rnid-1974.
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legal brief

Ambiguity in accident and health
policy makes court favor employe

THE SUPREME COURT of

Louisiana has ruled that a group
health and accident insurance

policy that provided coverage dur-
ing an insured's travel on the
business of his employer-policy-
holder was ambiguous as to
whether it provided coverage from
the minute the insured left his
home until the moment of his

return.

Consequently, the court con-
strued the policy in favor of the
employe by holding that the pol-
icy covered the employe's death
in an air crash. The crash oc-

curred after the employe had at-
tended a business meeting for his

employer but while he was on a
flight with a friend for reasons
completely unrelated to the em-
ployer's business.

This action was brought by the
widow of W. K. Lea (Lea) to re-
cover $100,000 in accidental death
benefits under a health and ac-

cident group insurance policy is-
sued by St. Paul Fire and Marine
Insurance Co. (St. Paul) to the
Louisiana Hospital Assn. (Assn.).
Lea was a member and chairman

of the Hospital Credit Union Com-
mittee and was, by virtue of this
membership, insured under the
policy. Lea had left his home in
Winnsboro, Louisiana to attend a
Credit Union Committee meeting
in New Orleans. After the meet-

ing, and while enroute back to
his home, he stopped in Baton
Rouge. Lea flew as a passenger
in a private plane piloted by a
friend from Baton Rouge to White
Castle, Louisiana, where he was
killed in an airplane crash. This
flight was personal and unrelated
to association business.

The group policy provided cov-
erage for committee members for
"24-hour business travel and so-

journ outside city limits. . ."
while "on the business of the

policyholder." The policy also
provided that coverage began at
the actual start of the business

trip and terminated "upon the
insured person's return to his
place of regular employment or
home..." Both the trial court

and the court of appeals denied
recovery to the plaintiff.

St. Paul contended it was con-

templated that only "business
travel" and "sojourn" while on
the "business of the policy hold-
er" would be covered by the pol-
icy and that Lea's death when he
"deviated" for personal reasons
occurred outside the policy cov-

erage.

Although inclined to believe

that the language of the policy
was unambiguous in providing
24-hour coverage, the supreme
court deferred to the lower courts'

findings that the policy language
was ambiguous. Thus, the court
held that because of the ambigu-
ity, particularly with respect to
the words "business of the policy
holder" in the "description of
hazards," Lea's death was cov-
ered and his widow was entitled

to recover $100,000 from Sit. Paul.
Lea v. St. Paul Fire and Marine

Insurance Co., Supreme Court of
Louisiana, January 20, 1974 (BI/
01/Au.-$2)

Bee stings

Can a bee sting constitute a
hazard incident to employment
under a state's Workmen's Com-

pensation Act? Yes, according to
the Supreme Court of Tennessee.
The court concluded that, in this

case, the bees in the plant were
part of the environment of work-

ing on the assembly line, and, con-
sequently, were a risk or hazard
of ernploynnent.

The employe, Gladys O'Dell,

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

worked on an assembly line as-
sembling radio chassis. While per-
forming the task assigned her by
her employer, O'Dell felt some-
thing moving in her hair. On
reaching to her head to determine
what it was, she was stung on the

middle finger of her right hand
by a honey bee. O'Dell suffered
a violent allergic reaction to the
bee sting, evidenced by "swelling
all over her body." She did not
respond to treatment as expected
and was hospitalized for a week

for treatment with the drugs,
dramamine and cortisone. Al-

though the swelling subsided,
O'Dell continued to complain of
stiffness, swelling and numbness.

In ruling that the bee sting was
a hazard incident to O'Dell's em-

ployment, the court cited testi-
mony at trial that bees often en-

tered walls of buildings in the
warm summer months and came

out later in the year. There was
evidence that the plant here had
been treated to kill bees.

In addition, O'Dell testified that
she and other ennployes had seen
bees in the plant on several oc-
casions before she was actually
stung. Finally, the court noted
that after O'Dell Was stung, the
company again hired extermina-
tors to kill bees in the plant.

Thus, having sustained an acci-
dental injury in the course and
scope of her employment, the
court believed that O'Dell was

entitled to benefits commensurate

with the disability resulting from
the accidental injury as provided
in the Workmen's Compensation
Act. Electro-Voice, Inc. v. O'Dell,

Supreme Court of Tennessee, Jan-
uary 6, 1975, Cooper, J. 519 S.W.
2d 395 (BI/04/Au.-$2)

Automatic sprinkler warranty

A rubber company brought an

action against American Star In-
surance Co. and its agent for mon-
ey damages under two policies of
fire insurance for the loss of stock
due to fire. At issue was whether

the policy covered stock which
was stored in a building prior to
completion of construction and
installation of a sprinkler system,
which was lying outside the build-
ing awaiting installation at the
time of the fire.

The Supreme Court of Cali-
fornia held that the stock was
covered and American Star was

liable for damages.
The court pointed out that the

automatic sprinkler warranty of
the two policies covered stock of
the insured while located any-
where on the insured's premises.
Also, the warranty expressly
granted permission for buildings
containing covered property to be
in the course of construction.

Most important, the court noted
that the warranty failed to speci-
fy the insured's obligation with

Our loss
costlessthan

The cost of accidents has jumped tremendously in
the last few years. Hospital care, doctor's fees, reha-
bilitation services are all expensive and getting more
so. That's why loss control can make a major contri-
bution to the success of your self-insurance program.
Every accident that doesn't happen-that's prevented
-means mom dollars saved. Which is the very reason
you're self-insured.

Efficient administration, prompt claims adjusting
and rehabilitatioii services are important: too. But
the fact is, the fewer accidents you have the less
you're going to need those services, and that can
mean even more savings.

No other self-insurance service company offers as
complete a range of technical services designed to
eliminate costly accidents.

Foremost among these services is our monthly
Loss Experience Report, the most comprehensive and
sophisticated in the industry.

It's a powerful management tool you can use fc
allocation planning and to pinpoint possible trend
that lead to real trouble.

)C 1 K L

Our Loss Experience Repon: Best early warning systen
in the industry



respect to sprinklering of newly-
constructed buildings.

Accordingly, the court ruled
that the warranty required only
that the insured use "due dili-

gence" in installing a sprinkler
system in a new building whose
construction was commenced after

the issuance of the policies. The
warranty did not prohibit, the
court stated, use of the building
for storage of stock pending in-
stallation of the sprinkler system.

An insurer who wishes to con-

dition its contractual liability up-
on the insured's conformance with
certain conduct must do so in

clear, unambiguous language, the
court stated. Holz Rubber Co.,
Inc. v. American Star Insurance

Co., Supreme Court of California,
April 18, 1975, Sullivan, J. 533
P.2d 1055 (BI/05/Au.-$2)

Group accident insurance
In this action an insured under

a group accident insurance policy
sought to recover benefits against

the Travelers Insurance Co. for

the accidental loss of the sight of
one eye. The trial court entered

a judgment in favor of the in-
sured against Travelers for the
principal sum of $50,000. The only
issue on this appeal concerned the
time from which interest accrues

on the principle sum of the policy.
The Court of Appeals of Ken-

tucky ruled that interest accrues
on amounts payable under an in-

surance policy only from the time
that the payment is due under the

terms of the policy unless the in-
surance company denies liability
before the filing of a proof of loss
or other prerequisite to payment.

The trial court had held that the

insured was entitled to interest on

the principal amount from the date
of the accident, December 12, 1967.
Travelers contended that the in-

sured was not entitled to any in-
terest prior to the date he filed
his proof of loss, March 1, 1971.
Travelers had paid the principal
sum, and all interest accruing after

March 1, 1971. In reversing the
trial court's judgment, the court
noted that as a general rule, inter-

est on the amount payable under
an insurance policy commences to
run from the time when the loss

is payable by the terms of the
policy.

Under the terms of this policy,

the $50,000 payable to the insured
was not due until he filed the proof
of loss on March 1, 1971. Had the

insured made demand for payment
under the policy prior to that time,
Travelers would have been under

no duty, according to the court,

to make payment under the terms
of the policy.

The court rej ected the insured's
contention that Travelers lost the

right to avoid the payment of pre-
claim interest by its denial of lia-
bility. The court pointed out that
Travelers did not deny the in-
sured's claim until after he had

filed the proof of loss.
"The fact that Travelers ulti-

mately denied liability did not

warrant an inference that it

waived its right under the policy
to require filing of a proof of loss
as a condition to payment," the
court stated. "Travelers cannot be

said to have elected to pay interest
from December 12, 1967," the court

concluded, "when there is no evi-
dence that it had any knowledge
of the claim before the insured

filed his proof of claim on March
1, 1971." Travelers Insurance Co.
v. Hawks, Court of Appeals of

Kentucky, December 13, 1974, re-
hearing denied, February 7, 1975,
Park, C., 517 S.W.2nd 740 (BI/-

Workers' Compensation

May a nurse's aide recover
workers' compensation benefits
for injuries arising out of an ac-
cident to which there were no

eyewitnesses and which occurred
during the course of her employ-
ment at a hospital? The Supreme
Court of Nebraska ruled she
could recover and affirmed an

award to her based on tempor-

Other programs from ESIS include consultation,
analysis and management of up to 22 loss control
activities, inspection, environmental health surveys,
and loss control training at the ESIS International
Safety Academy.

No accident is ever routine, but the paperwork
often is. So when you decide to self-insure you can
choose from a lot of good companies to administer
your program. But before you look at their bottom
line bid, look between the lines above it and remem-

ber that every dollar you spend on an accident is
money you will never see again. Every dollar you
spend on loss control can save you thousands.

Superior loss control services. Another reason why,
dollar for dollar, ESIS makes more sense.

Employers Self Insurance Service, Inc.
An INA CORPORATION company 4050 Wilshire Blvd., Los Angeles, Ca. 90010
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The ESIS International Safety Academy: Best place for
safety management tmining.

ary total disability.
In this case Kathleen H. Ches-

ter (Chester), a nurse's aide at

the Douglas County Hospital
slipped and fell while leaving the
dining area of the hospital where

she had gone to get some fruit
juice for one of her patients.
While there were no eyewitnesses

to the actual fall, another em-
ploye walking ahead of Chester
heard her call out and turned to

observe her lying on the floor.
Chester was taken to the

emergency room and examined.
The doctor found no fractures and

prescribed aspirin and rest.
After staying home one day,

Chester returned to work but

after experiencing back pains she
sought medical care. She was
subsequently hospitalized in pelvic
traction for more than two weeks.

Upon release and after intermit-
tent employment, interrupted by
reoccurring pain, Chester was
terminated by the hospital for ab-
senteeism. No evidence of perm-
anent physicial disability had
been disclosed, nor was there any

objective evidence of any physi-
cal injury of a permanent nature.

A workers' compensation court

awarded Chester compensation for
13 weeks and four days in addi-
tion to the payment of certain
hospital and medical bills. The
hospital appealed this decision,
contending that there was no evi-

dence to prove that Chester had
sustained personal injury from an
accident arising out of and in the
course of her employment. They
also argued she should not be al-
lowed to recover for subjective

symptoms apparent only to her-
the injured person.

In affirming the award of com-
pensation the supreme court point-
ed out that the Workmen's Com-

pensation Act does not require
that the "objective symptoms of
an injury produced at the time
of the accident be observed by
others or that their existence be

proved by independnet testi-
mony." Consequently, the court
concluded that Chester had sub-

mitted sufficient evidence of her

work-related injury to support
the disability award. Chester v.
Douglas County, Supreme Court
of Nebraska, December 4, 1974,

McCown, J. 223 N.W. 2d 491
(BI/02/My-$2) •

(Copies of the entire decisions
described in this column may be
obtained by writing to Business
Insurance, att. Managing Editor,
740 N. Rush St., Chicago, IL. 60511.
Please enclose a $2 check made

out to Cases Unlimited Inc., for
each case, and specify the code
number of the opinion, which is at
the end of each brief.)

What we

don't pay out,
we pay back.

That'sthe way Texas Em-
ployers' does business. Savings
from policyholdersand ourown
eMicienciesare paid backto
policyholders. In the form of pre-
mium discounts and dividends.
Well over $19.3 million in 1974

alone.

That's why many national
companies with Texas operations
have placed the Texas portion of
their Workmen's Compensation
coverage with Texas Employers'.
Shouldn'tyou investigate? Just
call us collect at 214/742-9331
andask for the National Accounts

Division.

Texas ErnPLOVems·

E
insumance
ASSociaTIOn

P. 0. Box 2759

Dallas, Texas 75221

Employers Insurance of Texas:
Texas Employers· Insurance Assn.
Employers National Insurance Co.
Employers Casualty Co.
Employers National Life insurance Co.
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Lloyd' s adds in defense costs, wins
Lever Bros. on its fiduciary policy

By MARIE KRAKOWIECKI

NEW YORK-Lever Brothers

Co., wholly-owned American sub-
sidiary of. the European giant Uni-
lever, has picked Lloyd's of Lon-
don to write a one-year fiduciary
liability insurance policy.

Fred S. James was broker on the

business. Lever examined a num-

ber of forms before going with
' Lloyd's, and seriously cobsidered

the National Union Fire Insurance

Co., which provided a competi-
tively priced bid for the business.

The main reason Lloyd's was
selected, according to Lever risk
and insurance rnanager John F.
Dorgan, was that the London firm
included defense costs in addition

to basic limits.

While the bidding for the fi-

duciary cover was going on, the
Kemper Insurance Group, Lever's
liability underwriter, sent Mr.
Dorgan a clarification in wording
on an employe benefits liability
endorsement, specifying that the
terminology "administration" did
not include coverage for fiduciary
liability.

Kemper, particularly through its
subsidiary Sequoia Insurance had
issued such exclusions to a num-

ber of group insureds since ERISA
was passed (Business Insurance,
May 5), particularly on directors'
and officers' liability policies, but

Mr. Dorgan was not as perturbed
about it as some other risk man-

agers.

"We anticipated this," Mr. Dor-
gan said of the Kemper fiduciary
exclusion, "but I was hanging
my hat on the endorsement." He
said Lloyd's inclusion of naming
the employer/sponsor as a fiduci-
ary was not instrumental in his
decision to pick the London un-
derwriter, because the National
Union form had the same inclu-

sion. Lloyd's expansion in this
area has *been cited as a reason
for its picking up more fiduciary
policies lately.

Mr. Dorgan and the four-per-
son department he heads have
nothing directly to do with the
Lever Bros.' $47 million pension
fund, aside from the selection of
Lloyd's to cover exposures under
the 1974 Employes Retirement In-

One of Le,er's 7,000 employes who can expect to profit from an extra

come Security Act. Of the fidu-
ciary cover Mr. Dorgan remarked:

"This :s a type of insurance I

didn't expect to be buying." He

Michigan Mutual ]Liability Company

We've changed our name.
Our new name, Michigan Mutual Insurance

Company, more accurately reflects our expanded
role in providing insurance protection than did
our old name, Michigan Mutual Liability Company.

It's not easy for a companyto change the name
by which it has been known for many years. But
as the company's scope of activity expands, its
name should keep pace.

Now that we provide complete lines of auto, home,
business and life insurance, the name "Michigan
Mutual Insurance Company" says it all.

Michigan Mutual
?*8*1 Insurance Group

 " M chigan Mutual Insurance CompanyAssociated General Insurarce Company
Associated General Life Ccmpany

-

Home Office: Mutual Building • Detroit, Michi Jan 48226
Regional Offices: Detroit, Grand Rapids, India,apolis,
New York, St. Louis, St. Petersburg

feels it is an unneccessary obli-
gation placed on corporations and
administrators of various benefits

plans: but he made the re 2ommen-
dation to buy the coverage until
such time as the government mod-
ifies ERISA regulations.

Mr. Dorgan won't release dollar
figures on his propeny/casualty
insurance program for L€ver Bros.
(one reason is that the firm has

suits pending against .t which
ask for the limits of liablity; and
the company is trying not to let
those limits into print).

However, the firm is known to
be pumping an extra $3.5 million
into improved benefits for its 7,-
000 workers this yer. A new,
entirely company-paid d€ntal plan
written by the Travelers Insur-
ance Cos. became effect.ve April
1 as a supplement to tne Travel-
ers group health package.

Since employes knerd a year

ahead of time that the plan was
coming, claims are pouring in at
a lively clip so far, according to
Mr. Dorgan. Estimates are that
the company will pick up a $1
millicn dental bill this year.

Travelers' successful b.d for the

dental contract may have hinged

on the insurer's 50-year-plus re-
lationship with Lever Bros., but
Mr. Dorgan insists Travelers was
not handed the account carte

blanche. Although he usually deals
directly with Travelers, Marsh &
MeL€nnan was utilized as a con-

sultant.

M&M studied bids from four

underwriters, including the Blues,
before it was decided Travelers'

offer was most viable, Eartly be-
cause of cost-saving overlaps in
areas like oral surgery, which is
already featured on the health
plan.

Two major international unions
comrrise about half of Lever
Bros.' national work force, and
were instrumental in nuiging the
foods and consumer products
manufacturer to provide a dental
plan when their 1975 contracts

expired last year.

Lever has six manufacturing
plants across the country in addi-
tion -0 a corporate research cen-
ter in Edgewater, N.J. and its
corporate headquarters here in
Manhattan.

To make sure the insurance di-

vision (part of Lever Bros.' fiscal

division) gets the propes input to
labor negotiations for these loca-
tions: Mr. Dorgan works very

closely with A. John Lamantia,
benefits administrator Zrom the

company's personnel div sion. The
perscnnel division is in .harge of ·
contract negotiations with the un-

ions, the Oil, Chemical and Atom-
ic Workers (OCAW) and the
International Chemical Workers

Union (ICWU).
Mr. Lamantia sat in on some

of the bargaining sessions with

both groups when :hey were
hammering out terms for their
1974-1976 contract. Ee kept in

close touch with Mr. Doigan,·who
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$3.5 million i, imi-oed benefi-s.

in turn bounced ideas to insurers
for cost estima:es. At one point,
Travelers waa even brought into
the labor ulk to make a direct
presentation to the unions.

Last year the union was eyeing
a paii-prescription I:lan, and it
brought in a special carrier to
make a presentation. That carrier
was not ultimately selected, but
its introduction by the union,
rather than by the insurance de-
partment was a link in a current
trend a number of industrial
firms have noted: union pre-
emption of maragement selection
of underwriters. Mr. Dorgan says
this has not been a strong issue
yet wi-h Lever Eros., but he is
watching it closely.

When final terms of the Trar-
elm-written dental plan were out
(see box), Mr. Lemantia ard
members of the msurance divi-
sion, aided by zonsuliant Hewitt
Assocates, reva.mped =he emplore
benefits communication program
by designing an audio-visual pro-
gram. Lever also prepared a sep-
arate booklet on the dental plan
and other booklets that describe
benefits on a per-occurence basis.

The audfo-visual program sup-
plementing the written descrip-
tions f nished the job, and won
Lever a second prize in this mag-
azine'; emplore benefits com
munications cortest in April

Ken per Insurance Group, the
Factory Insurance Assn., Com-
mercia] Union Insurance Co., and
First 8 :ate Insurance Co., as well
as the recent addition of Lloyd's
for fidiciary liabilty, and a num-
ber of assorted farr.ers for excess
liabilizy layers, currently make up
the list of Leier's underwriters

Kenper writes s liabity pack-
age ec·Kering workers' compensa-
tion, jompretensive general lia-
bility and auto 1=ability. Excess
cover is prof-ded in layers by a
group of carnes.

FIA writes property plant cor-
erage with a 2 10,100 deductible.
Commercial Urr on wfites an all-
risk inkind marine policy with a
$2,500 deductible, flood and earth-
quake coveragE vith a special
limit if liability, and a compre-
hensiwe blankef tciler and m:-
chinery policy including business
interruption, with a $10,000 de-
ductible.

First State Insurance Co. prc-
vides an excess policy on a dif-
ference in conditiens basis, to
back up the Commercial Union
all-risk. inland marine cover and
the KIA plant property coverage.
The deductible is $25,000.

Mr. Dorgan buys no directors'
and officers' liability because Le-
ver Bros., as a Unilever subsidi-
ary, is not subject to shareholder
suits, which is a primary reason
for purchasing such coverage.

No deductibks apply to the
casualty portion of the program.
However, it is written on are-
trospective basis.

Mr. Dorgan uses a .special re-
serving practice analysis on work-

ers' compensation claims in excess
of $2500, which he says has con-
tributed to increased cash flow.

Marsh & McLennan acts as bro-
ker for most of the property/-
casualty program. At present Mr.
Dorgan does no business with
property/casualty direct writers.

Aetna Casualty and Surety held
the liability account for Lever
Bros. for some 17 years before
it was replaced by the Kemper
Group in 1970. The Kemper poli-
cy, which follows retrospective
rating, was renewed in 1973.

Lever Bros. self-assumes cas-
ually exposures such as auto col-
lisions, and takes the money from
operating expenses, so the new
Financial Accounting Standards
Board rules on contingency re-
serving do not adversely affect
Mr. Dorgan's program. He is,
however, opposed to the rules.

"I'm not happy about the FASB
rules because they could hurt
other risk managers, and it could
be conceivable they could affect

us sometime in the future."

On the Travelers' employe
benefits plans Mr. Dorgan uses
an retroactive rating plan as well
as an administrative services only
(ASO) approach.

He does not have a formal
premium financing plan in the
Lever Bros.' property/casualty
program. However, with Kemper,
a cash flow arrangement provides
for premiums to be paid on a
monthly basis. And on workers'
compensation premiums, Lever
gains time with its cash by using
discounted premiums for deposit
and paying up the difference
when audit adjustment time rolls
around.

Mr. Dorgan, who joined Lever
in 1948, has been with the in-
surance department for 24 years.
Last October, the company for-
merly recognized the risk man-
agement function he serves, and
incorporated "risk manager" in-
to his official title. •
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Lever health benefits
Lever Brother's latest addition to its group health package is

a fully-paid dental plan that features a maximum per-person
yearly benefit of $1,000 on a schedule of preventative, diag-
nostic, therapeutic, restorative and prosthetic services.

Lever's largest labor unions were instrumental in bargaining
for the dental plan, and they went after it because it was one
of the few major health benefits not already available to them,
according to benefits administrator, A. John Lamantia.

A quick scan of the Lever benefits package does indeed turn
up some liberal coverages. In addition to a $30,000 major med-
ical plan and a hospital-surgical medical plan and company-
paid life insurance, the company offers alcoholic treatment and
psychiatric care. Maternity hospital-surgical medical benefits
are handled the same as any other sickness or accident.

For those who leave the work force due to injury, disability
payments are provided for non-occupational as well as on-the-
job injuries (under the retirement and life insurance plans).

And for those ready to leave for other reasons, Lever offers
early retirement benefits after 30 years' service, or after reach-
ing age 55 with five years service, as well as a plan to retire
at age 60 with no reduction in accrued benefits.

7000*00',fem
At seventeen, Emi/y Howe//

was sti// an aspiring stewardess who had yet to take her first aim/ane ride. So she bought a
round trip ticket from Denver to Durango to see what flying was like. 0 "On the return f/ight,
i was the only passenger and they /et me ride up front for awhile. That's when / fe// in /ove with
flying. I knew right then I wanted to be a pilot." 0 Within the year, Emily had earned her
private ticket and today she's a 7,000 hour veteran. More significant/y, she's the first ga/ ever
hired by a scheduled U. S. airline as a flight crew member. O When she's not flyinglor Frontier,
she /ikes to f/y her own Cessna 182 for fun. She insures it with USAIG. 0 Why USAIG? "/t just
seemed natura/," she says. "/ knew they were rea/ pros because a /ot of my friends insured with
them. When my agent recommended USA/G, / fe/t /ike he was recommending an 0/d friend."

USSI 16 ummismTES ililitilafrinSURRnCEGROUP
NEW YORK - ATLANTA - CHICAGO - DALLAS - LOS ANGELES - SAN FRANCISCO

FRONTIER

l
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london line

$15 million fire at U.K. Chrysler
plant blamed on visiting workmen

LONDON-Prevention tech-
niques operated on risk manage-
ment principles like those in the
U.S. are in regular and effective
use throughout the big Chrysler
auto plants in Britain.

But $15 million damage was
suddenly caused at a packaging
unit at Coventry, Warwickshire
County, when the system broke
down through "human error" at a
peak moment in a major fire.

The defect is blamed on visiting
workmen and not on any corpo-
rate employes. It is expected to be
covered by insurance, according to

If your plant was severely
damaged by fire tomorrow, your
cash flow could be squeezed in
hundreds of ways.

Most of these pressures are
caused by non-recoverable,
indirect losses - from the
immediate impact of lost
revenues to the eventual loss of
share-of-market. And as you
borrow or reallocate funds to pay
for these hidden costs, you're just
putting added strain on your cash
flow and profits.

The hard fact is that against

a Chrysler U.K. spokesman who
surveyed the problem for Business
Insurance.

Lessons from the fire, one of
the largest recorded recently in
any British industrial plant, are
noF being studied by safety ex-
perts to ensure there is no repeti-
tion of the accident.

The blaze broke out on a site
used by Chrysler U.K. for storing
and packing many different kinds
of components required by asso-
ciated corporate auto plants over-
seas, notably in Iran, Malaysia
and New Zealand.

It spread within seven minutes
from a small section of the plant
and burned out the whole build-
ing as well as destroyed millions
of dollars' worth of auto parts.

Losses are estimated at $6.5 mil-
lion for the building which was
rented from Coventry Trading Es-
tate and $8.5 million for the com-
ponents. The main insurance car-
rier was Commercial Union In-
surance Co.

Consequential losses may also
be incurred, although Chrysler ex-
ecutives were able to reshape

packaging operations so quickly
that little delay was anticipated
for delivery to their overseas
plants.

According to a company spokes-
man, the fire broke out in a unit
where tires, foam rubber, paint
and other highly flammable goods
used in production lines were
stored.

"It is a company rule that if
any hazardous work is being car-
ried out in any part of our plants
where there are flammable ma-
terials or where there is a high
fire risk, then a fire safety and se-
curity officer must be present to
ensure that danger is kept to a
minimum," he said.

"It seems, however, that weld-
ing operations were being carried
out by a sub-contracting firm
from outside, who sent two of
their own welders along to do the
work. The two welders were re-
minded when they arrived at the
Chrysler works that one of our
fire officers must be present when

0.
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today's economic background
a company cannot afford a
catastrophic loss which imposes
severe unrecoverable losses.

That's why, before we
provide insurance, we'll work
closely with you to protect your
business against the perils that
cause so much unnecessary
damage and loss. Our experts can
show you how a loss prevention
program helps you to protect
yourself.

At Philadelphia
Manufacturers, we talk more

about "protection" than
"insurance." For good reason. It's
always better for your business
to work to prevent a loss, than to
simply insure against it and take
your chances.

But today, it's more important
than ever.

Write for a copy of our new
loss prevention brochure. Or call
your nearest Philadelphia
Manufacturers Account
Representative and ask how
we can help.

liffifi33:1150

'81:ill L'_1_f: 1 1 DISTRICT OFFICES: Atlanta, Ga.; DeWitt (Syracuse), N.Y.; Greensboro, N.C.; Houston, Tex.; Whittier (Los Angeles). Ca.;
'tQ>£1£'i... New York City, N.Y.; Southfield (Detroit), Mich.; Towson (Baltimore), Md.; Toronto. Ont.; Valley Forge (Philadelphia), Pa.
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philadelphia
Manulacturers
MUTUAL INSURANCE COMBANY

Box 824

Valley Forge, Pa. 19482
(215) 687-8150

they started their operations," he
continued.

"Now it appears they broke
this rule, for they began work on
their own and when sparks from
their apparatus set some foam rub-
ber sheets on fire, they were not
able to use the fire extinguishers
properly. We are investigating
what happened, because the fire
got out of hand too quickly for
our own fire safety officers to stop
it, even though they went there
immediately. The position of out-
side contractors will doubtless be
reviewed when it comes to insur-
ance claims," the spokesman said.

**:

The London insurance market
expects to pay out nearly $5 mil-
lion on the hull value of the Boe-
ing 707 which crashed in Morocco
on August 3 with the loss of 188
lives.

It was the fourth worst air dis-
aster on record in terms of vic-
tims, but passengers' claims are
expected to be comparatively
small. Most of the passengers were
locally-born workers who were
returning home from France for
vacation.

John Peters, chairman of the
Aviation Insurance Offices Assn.,
told Business Insurance: "Though
jet losses so far this year have
been fairly moderate in scale, we
are prepared for any adjustment
to occur in the statistics before the
year is ended."

The plane was owned by the
Jordanian state airline and was
on charter to Air Maroc.

***

Demands for a completely new
type of world currency for major
insurance business are being made
by reinsurers here after studying
the adverse effects of inflation on
their long-term claims.

It would be like the "paper
gold" system already in use for
more than six years by expert
financiers to handle international
deals.

This system was devised at a
summit meeting by the highly-
respected International Monetary
Fund, which created a massive
pool of so-called Special Drawing
Rights (SDRs) in order to sta-
bilize transactions between na-
tions.

These SDRs smooth out any
sudden fluctuations in exchange
rates and are called paper gold
because they take over the tradi-
tional custom of arranging con-
tracts on a dollar or sterling ba-
Sis.

Because there is growing an-
xiety that firm moves are needed
to combat inflation in insurance
payouts, John C. S. Lepine, chair-
man of the U.K.'s Reinsurance
Offices Assn. called for a similar
monetary system for worldwide
insurance.

Reaction is being sought on the
"Lepine Unit" theory. The Rein-
surance Offices Assn. represents
nearly 270 reinsurers, including
many under foreign control, and is
a vital meeting place for the Lon-
don market.

Disclosing his project to Busi-
ness Insurance, Mr. Lepine said,
"There's obviously need for a
stable and mutually acceptable
form of currency for international
trading because of the continu-
ing instability. I feel that now
is the time for insurers to look
at the concept which the IMF de-
vised for SDRs and see if some-
thing similar can be done for our
own business," he added.

"Nothing can be lost if those
concerned with the international
insurance and reinsurance busi-
ness and their financial advisers
started to think about this whole
theme," Mr. Lepine continued.

"Indexation may be one hedge
against inflation in some types of
cover, but I think there's a need
for something else as well. Why
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SDRs, or something like them, to peared to be completely stable.
fix indemnities, underwriting hm- He praised California as an
its, premiums and claims settle- area where an effective building
ments on certain ranges of inter- code was enforced, but noted that
national business or the risk needs in many other places this was not 1tanJ nAND \-/cean i W artne
of multinational corporates?" he done.
queried

***

.Marine business and worldwide Britain is introducing state-run FACILITIES AVAILABLE

accounts may well form the ba- inflation-proof pensions for men TO AGENTS & BROKERS OF MEMBER COMPANIES
sis for such an idea if we are to over 65 and women over 60 be-

avoid economic and monetary un- ginmng m mid-1978 But the plan
certainties in reinsurance," Mr will take 20 years to come into
Lepine said. full force, as that is the period MUTUAL MARINE OFFICE, INC.

Inflation naturally hits many during which contributions from 100 PARK AVENUE, NEW YORK, N.Y. 10017 • 212-953-0580
world insurers if they receive pre- employers and employes will ac-
miums in one type of national cumulate. General Managers-New York Marine Insurance Co

currency, and then must pay out Corporate management will be

claims in the same currency years compelled to Join the plan, re- -Marine Managers-
later after exchange rates have cently introduced by the Labor
moved unfavorably, he said Government, unless they can pro- ARKWRIGHT-BOSTON INSURANCE CO. LUMBER MUTUAL FIRE INS CO OF BOSTON, MASS

Declining rates for the pound duce a better pension program of ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL MERCHANTS MUTUAL INSURANCE CO

sterling obviously compelled Mr. their own. INS CO MUTUAL FIRE, MARINE & INLAND INS CO.
Lepine to advance his theme in In that event, they must only

EMCASCO INSURANCE CO NEW HAMPSHIRE MERCHANTS INSURANCE CO
favor of the London market, where be involved in partial acceptance

EMPLOYERS MUTUAL CASUALTY COMPANY UNION MUTUAL INS CO OF PROVIDENCE
both Lloyd's underwriters and of the plan which is Intended to
domestic insurance companies can ensure complete welfare facill- GRAPHIC ARTS MUTUAL INSURANCE COMPANY UTICA MUTUAL INSURANCE COMPANY

suffer if currency rates swlng too ties in retirement for every work-
rapidly ing person. m

Lloyd's certainly has its own
American trust fund to enable it

to deal directly m dollars in its 10. welcome to
widespread U S operations. U K. 1%* *3
companies also operate m North

..

But if premiums come into the

-America on a dollar basis. The Insurance Store Z=-- -London market from other coun-
1

tries, such as Germany or France,
they are held by British tax laws {
in sterling until claims are set-

tled So any major drop in the
-

pound's exchange rate can have an
adverse effect on underwriting

r-

profits. --

1 1,17World interest in SDRs is being F
---

revived as various oil-producing
countries in the Middle East are

now considering contracts in this 1 1
type of currency instead of on a
dollar or pound basis

The long term benefit is based 51 1 - ....
'9 1-

on the fact that under the control
I

,=1

of the IMF the value of such units
.:

1 1
is calculated from a so-called

I .

"cocktail basket" of exchange
6

i

rates operating in sixteen na- .

tions, including the US, Japan,
Canada and Britain, but also cov- 1E

j

.

ering at least nine European cen- II
.. . .

ters as well

The ups and downs of exchange

dll
.

the interests of international fi- 1E
.. 11.-fli

rates are thus smoothed out in I fi I 14.11:
nancial deals, in the same way 

GN

that reinsurers hope they can { 9 W ,4 ¥2 , 1

smooth out the trends in their f i

own world business where heavy
''f

losses can be incurred if they are f /11
tied to individual currencies.

***

Perils from earthquake losses
..J)/1

are being probed by the Rein-
surance Offices Assn, which is --1-

. 19 * It¢* 1 *L Ir :• r . ,

seeking more information on 
. 4 13>.

..0. i
,&A«

their impact on insurers in dif-
ferent parts of the world. ''t 1«.:/-1 ' il" -*':-4-,S,€0 , ..ik - Ji 4'"

The survey is being undertaken 
with the guidance of T. Robin ' '51;YZ'

Monteath of the Royal Insurance
Co, who believes that this is
necessary to protect the rating
structure adopted by underwriters
in various markets. One=stop Shopping.

He explained, "Without a basic
control system to monitor accept-
ances of earthquake risks, we may
well find that we are committed

to a much greater extent than we Now there's a new easy way to buy all a wide variety of insutance companies. that match your needs
expect when a catastrophe occurs your business insurance. Including Continental Insurance, the And,quiteoften,they'll save you money

In areas which are subject to It's called The Insurance Store. company known forits claims service by showing you how to buy what you do
constant quakes, such as Chile, it can save you time. Save you money And you'll find a wide variety of need-without buying what you don't
companies are genenally aware of And assure you the correct coverage insurance policies and prices. need

the risk and have taken steps to So whatever you need-when youBusiness insurance for Over 16,000 Locations to Serve You.
ensure their commitments are con- shop at The Insurance Store, you canEvery Business Need. To find your nearest Insurance Store,
tained," Mr Monteath said. Maybe you've never thought of buying

select. You don't have to settle
Just check the Agent

"The problem arises in other business insurance at a store Professionally-trained listing under Continental AIE 
areas not subject to frequent trem- But it can make all the sense in the In$urance Experts. Insurance m the
ors. The sheer force of earthquakes world Yellow Pages
is hard to comprehend and I be- Best of all. you don't have to be anBecause with one stopat The Insurance Need insurance?
lieve it is the obligation of rem- insurance expert when you shop at TheStore, you'll find every kind of business Shop and save at
surers to build up their own tech- insurance Including property, liability, Insurance Store Because the people who

The Insurance Store 
nical expertise marine, aviation, crime, surety, fleet auto,

work there are.

Mr Monteath, who lS chairman boiler and machinery, and workmen% They'retrained professionals who know
of the association ,

s earthquake compensation coverage
business insurance Ins,de and out

committee, pointed out that in the To begin, without obligation, they'll 0 Cir

Your Choice of Insurance Companies,Caribbean, Kingston, Jamaica, had survey your risk exposure
Policies, and Prices.

Continental Insurance
Then, they'll help you choose the spe-been destroyed twice in history featured at

, On a recent earthquake map locat- At The Insurance Store, you'll also find cific insurance companies and coverages The Insurance Store
ting epicenters of earthquakes in
the period 1960-1970, Jamaica ap- The Insurance Store is a service mark of The Continental Insurance Company
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we were discussing ways toprevent
losses and someone asked ifour insurance
company belongs tothe Factory Mutual System:'
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Carriers can afford

to write earthquake
coverage because
few people buy it
"A repetition of the San Francisco earthquake or its equiv-
alent in another area could result in billions of dollars in

fire losses. There is a serious question whether insurance

companies could withstand the impact. . . ."

By WILLIAM H. RODDA
President, Marine Insurance Handbook Inc.

 ARTHQUAKES HAVE occurred inevery part of the United States except
for a limited area along the Gulf of Mex-
ico. The severest earthquake ever to hit
the continental United States in historic

times was a series of quakes in southeast-
ern Missouri in 1811 and 1812. If they
were to be repeated today, St. Louis,
Memphis, and other nearby cities would
be in a shambles. Almost no earthquake
insurance is written in this area but fire

loss from the resulting conflagrations
would be covered by fire insurance poli-
cies.

There are seven areas within the 48

contiguous states that are considered to
have a high earthquake potential. Con-
flagrations following a severe earthquake
are probable in the cities within these
regions. They are:
• California and parts of adjacent Ne-

vada.

• A ridge extending from Montana
southward through Idaho into Utah.
• A portion of northwestern Washing-

ton.

• A ridge along the Mississippi River
including portions of southern Illinois,
southern Indiana, western Tennessee,
southeastern Missouri, and into Arkansas.
• The area surrounding Charleston,

South Carolina.

• The St. Lawrence River valley.
• A coastal area of eastern Massachus-

etts.

The cities that could be hit by a destruc-
tive earthquake would include most of the
cities in California and western Nevada;
Salt Lake City, Utah: Butte and Helena,
Montana; Boston and the Cape Cod area;
Charleston, South Carolina; Savannah,

Geoergia; St. Louis, Missouri; and Mem-
phis, Tennessee.

However, there has not yet been devel-
oped any way of predicting when such a
destructive earthquake might occur. The
areas named are those under which faults

in the earth's crust are known to exist.

Should a businessman buy earthquake
insurance? It is interesting to note that
earthquake insurance is available, which
is contrary to the situation with flood,
earth movement such as landslides, and
some other natural catastrophes. Why have
insurance companies considered it feasible
to write earthquake insurance when they
will not cover other natural catastrophes
without government backing?

An important reason why insurance
companies can write earthquake insurance
is because few people buy it. Estimates
are that only five percent of the people

living in earthquake prone areas of Cali-
fornia bother to secure earthquake insur-
ance. It is almost unknown elsewhere in

the United States.

It is contended by knowledgeable un-
derwriters that the purchase of earthquake
insurance by a large proportion of the
property owners in an area such as Cali-
fornia would increase the exposure to a
point where insurance companies would
be forced to cease writing the coverage.

Part of the lack of interest in earthquake
insurance results from habit. People see
and hear about fires every day and they
have become accustomed to buying fire in-
surance. Earthquake damage, though po-
tentially severe, is infrequent. There is a
flurry of new earthquake policies follow-

ing a bad quake, but most of the policies
are dropped at renewal time.

It is interesting to note the parallel with
flood insurance. The government-support-

ed flood insurance program has met with
only lukewarm success in spite of vigorous

4'
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Freeways were torn from their supports in the 1971 San Fernando earthquake.

promotion and rates that are far below any
actuarially sound rates. People just don't
worry about protecting themselves from
an infrequent uncertain hazard.

A justifiable reason for the indifferent
interest in earthquake insurance is the

fact that damage from fire following earth-
quake is covered by fire insurance in the
United States. (This is contrary to the
practice in some other countries). Fire
following earthquake is an important ex-
posure to insurance companies and may
be the principal threat to priperty own-
ers.

For example, the damage from the San

Growth of nuclear power industry impeded

Francisco earthquake of 1906 was reported
to be $24 million from the quake and $350
million from the resulting fire. The fire
loss was about 15 times the earthquake
loss. Some insurance companies had dif-
ficulty in meeting their obligations under
their fire insurance policies.

Some California cities have paid atten-
tion to the importance of protecting their
water supplies from earthquake damage.
There has been an attempt to keep water
mains from crossing above known faults
in the earth's crust. However, recent Cal-

ifornia earthquakes have caused major
Continued on following page

Price-Anderson soon to expire
By EUGENE F. JOHNSON

Vice President

Clifton & Co., Los Angeles, California

T IS BECOMING MORE apparent thatwe will not see passage of a Price-

Anderson "extension bill" by Congress
during 1975. Failure on the part of our
legislators to take action on this important
bill impedes the growth of our vital nu-

clear power industry.
The Price-Anderson Act, designed to

provide financial protection for the public
against accidents resulting from the gen-
eration and use of nuclear energy, expires

August 1, 1977. This at first glance would
seem to give ample time for Congression-

al action. Unfortunately the present act's
provisions apply only to facilitaties for
which construction permits are issued prior
to the expiration date. With a required
three to four year lead time for nuclear
power plant design, uncertainty as to the
ultimate status of the act can only inhibit
future commitments by utility planners.

Basic to utility expansion programs is
investor participation for needed capital
and without a specific commitment to
Price-Anderson investors will view the

assets of utilities as a greater risk. The in-
creased financial risk will be reflected in

higher costs for capital requirements, and

utilities will have no incentive to proceed
with needed nuclear facilities.

Another important consideration for
utility applicants seeking a license to build
and operate nuclear power plants is their
ability to demonstrate financial capability

before the NRC. At present, a portion of
this capability is represented by the ex-
istence of the Price-Anderson Act. Utili-

ties holding construction permits issued
before August 1, 1977 will be covered dur-
ing their operating lifetimes by existing
legislation. Those failing to receive such
permits by that date face an unpredictable
future.

If required, utilities probably could pro-
vide a financial protection plan for the
public, but nuclear component suppliers
and contractors, with limited assets, would
most likely not have this capability. The
outcome, would be a narrowing of markets
and disruption of the competitive pricing
system.

Why has Congress not acted? In 1974,
Congress passed H.R. 15323 extending the
Price-Anderson Act for five years. This

was subsequently vetoed by President
Ford due to a constitutional defect. The

Joint Committee on Atomic Energy then
decided to postpone action until the 94th
Congress convened in 1975. During this

current session, three major issues have

detained further action. Primary was in-
troduction of the Ribicoff Amendment in

1974 to the Price-Anderson Act. For the

first time, the diversion question, was in-
troduced as an issue.

As written, the Price-Anderson Act,
does not cover injuries or damages occur-
ring after unauthorized removal of nu-
clear material from an insured facility
or associated transportation. Senator Ribi-
coff, from statements made when he pro-

posed this amendment, was concerned
mainly with safety procedures. It is his
feeling that by imposition of liability up-
on the industry, intensified efforts in de-

sign and implementation of security would
occur.

Nuclear diversion, as pointed to by Sen-
ator Ribicoff, is a threat. What the unpre-
cedented level of care proposed by this Act
has lost sight of, is that utility plants do
not provide a likely target for diversion.
Military sources, which stock bomb grade
material in quantity, present a more ap-
pealing target. Safeguards in the areas of
military, foreign sources, transportation
and reprocessing should be the recipients
of Senator Ribicoff's attention.

Price-Anderson currently excludes acts
of war and non-domestic sources of nu-

clear material. If a nuclear diversion inci-

dent were to take place under the pro-
Continued on following page
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everyday occurrences Coverage that is 25 years This has been due largely to good
written to cover earthquakes m St Louis water supplies, the massive fire depart-
or Memphis must take into account the ment response that lS available by means
fact that 160 years ago there was an earth- of mutual aid between communities, and

Earthquake insurance...
quake of devastating proportions Yet this rapid communication systems Earthquake
insurance has to be wntten today on the experience shows that water supplies, elec-
basis of covering expenses year after year trical power, and communications are
without paying a single loss The property quickly disrupted by a Serious earthquake
owner would save this expense if he de- The biggest threat from earthquake in
cides to take a chance that such devasta- the United States in the terms of probable

Continued from preceding page Utah and Missouri had two each tion will not happen for another 160 years damage and the threat to the stability of
disruption of emergency facilities of all Californians have to consider frequen- insurance companies is from the conflag-
kinds cy as well as severity in their estimate of The purchase of fire insurance in an ration that is likely to follow any maJ or

A conflagration of great proportions can exposure to damage, particularly if their earthquake prone area requires special at- earthquake
be anticipated in the wake of any serious property is located near a known fault tention to the strength and stability of the Insurance buyer precautions should in-
earthquake Almost no attention has been Complete collapse of certain types of strue- insurance company A repetition of the clude self-contained fire protection as far
paid to the protection of water supplies tures has occurred in recent earthquakes San Francisco earthquake or its equiva- as posible without dependence upon muni-
fi om earthquake damage outside of Cali- The property owner must ask what are lent m another area could result in bil- cipal water and electrical supplies, plus
fornia the reasonable chances that his property lions of dollars in fire losses There is a the purchase of fire insurance from the

will sustain damage in excess of the de- serious question whether all insurance strongest available insurance companies. •
The nature of the earthquake insurance ductible Reinforced concrete and steel companies that operate in any section of

that lS written is anotheI reason for the frame structures have performed well, the country could withstand the impact
lack of interest in the coverage A sub- especially if some attention has been paid of fire losses following a serious earth-
stantial deductible is customary, and it is to the location of faults in the earth and quake Wziliam H Rodda, a CPCU and a mem-
almost unheard of to write first dollar to earthquake resistant features m the The stronger companies, and particular- ber of Phi Beta Kappa, graduated with
earthquake insurance The usual deduc- construction Such an owner may well de- ly those with reinsurance that takes into honors from Rutgers Universtty, He 18 the
tible is five pei cent in the western part of cide that the premium on a milhon dollar account the earthquake-fire potential, president of Manne Insurance Handbook
the United States and two percent else- building is unwai ranted when the five probably could weather the emergency Inc, which publishes the standard inland
where The five percent deductible would percent ($50,000) deductible is considered There could be trouble such as that which manne insurance rate book for agents, and
amount to $800 on a $40,000 dwelling followed the San Francisco earthquake for he is a consultant to numerous companies

The use of this high deductible has been The fact that fire insurance pohcles cov- those companies with high concentrations tn the mulhple kne znsurance field MT
considei ed necessary by insurance under- er fire damage following earthquake is of bisiness in the affected sections of those Rodda has loTitten numerous books and ar-
writers Insurance against earthquake loss another consideration in deciding whether cltles ticles, and several of his books are con-
has been viewed as a strictly catastrophe to buy earthquake insurance Damage by Conflagrations have been well contained sidered defuntive textbooks on important
coverage the quake may be limited in any individ- in large American cities during the past insurance subjects.

Deductible insurance is not popular with ual case but the possibility of complete
Americans The popularity of first dollar loss by fire is very real An insurance loss

it_ 31/. ...1/___ tor 4 le .coverage is one reason for the fantastic adjustment in such a case would involve
success of accident and health insurance a determination of how much damage was
Such policies are geared to pay the first from fire and how much from earthquake.

..

dollar of loss even if the ultimate amount Past experience indicates that the maJOr @

¥,4 .3 0payable is limited MaJor medical expense damage may be from fire Why buy earth- I CA'
,@

%

insurance which is comparable to earth- quake insurance which would limit its ..i N.

quake insurance in that it covers only the recovery by the deductible when all of the %. 04 *,SC
5 DA N .,5.

catastrophe does not enjoy the popularity remaining fire damage would be covered"
.

.. "FO

of the hospitalization policy that steps in This is a question that must be examined .

. 10.A

with the first dollar of expense
N".

by the property owner in view of his 10- U .5 'ro l. .

I'll .

cation, the construction of his property, 4 ./ .
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Rates for earthquake insurance are not the premium for the insurance, and the "
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inconsequential They may range from 15 deductible that would apply to the earth-
cents to 25 cents for $100 of coverage on quake coverage It is not a simple prob-

N.

1tN/

buildings of ordinary construction This lem MLA
ARK

*Ck
$C

means an annual premium of $60 to $100 Earthquake insurance lS seldom pur- *r

for a $40,000 structure It lS impossible to chased outside of the West Coast areas of
develop an actuarially based rate because the United States even though it is avail-

t A

of the low frequency of occurrences even able The Infrequent occurrence of quakes, .9 '.It
in the so-called earthquake prone areas. plus the two percent deductible, are deter-

What is the frequency of damaging rents to the purchase of the coverage The 25

earthquakest' A United States Department deductible is essential even in these parts
of Commerce publication, "United States of the country because of the potential

1EG&..Il

• Inte-*V;I VII!

Earthquakes 1971", lists 50 "prominent severity should an earthquake occur At 0 Inte„I, V!!1 ir

-
@ ln.nt> IX X

earthquakes in the United States from 1663 least, that is the view of insurance under- * Intensity r \Il
through 1971. Of these 50 earthquakes that writers

.,

did substantial damage, 23 centered in Cal- Earthquake insurance lacks the econom-
i fornia Nevada had five; Montana four, le feasibility of a coverage applying to Damaging earthquakes in the U.S. from earliest history through 1971.

Nuclear power industry
demnity fees to the federal treasury with a "negative" attitude toward risk assump-
no payrnents out. tion We as a nation have prided ourselves

A final obstacle to early passage of a on the ability to overcome risk with a
Price-Anderson extension bill is the vocal "can do philosophy To meet the present

Continued from preceding page dollar amount of potential nuclear power anti-nuclear lobby. By use of fear tactics fuel crises requires constructive applica-
posed Riblcoff amendment, the proof of plant accidents and their consequences these critics have created the greatest bar- tion of that philosophy to attain energy
specific source could provide a monumen- will be provided from Rasmussen report rier to the growth of nuclear power in the independence and in so doing make cer-
tal task Public invokement of the amend- data According to the draft report, the United States tain nuclear power remains an acceptable
ment would most likely constitute a pro- probability of a core-melt accident result- No individual, knowing the facts of this risk.
longed legal confrontation or outright pm- ing in excess of Price-Anderson limits issue, can deny that nuclear power is en- If the utility industry iS to make intel-
vate insurance and governmental indem- ($560,000,000) 15 12%. compassed by risk This was recognized in ligent long range plans for meeting the
nity grant Opponents of nuclear power have criti- the passage of the Price-Anderson Act, nation's electrical needs the Price-Ander-

clzed the Rasmussen report asserting that which singled out nuclear energy, alone son Act must be resolved To this end
A second issue, impeding Congressional the study lS defective in evaluation Prin- among our technologies, for special gov- Congress must at this time proceed to-

action, has been final release of the Ras- cipal among ltheir objections are. ernment indemnity The question that the wards swift conclusion of extension legis-
mussen Report (WASH-1400) This study • Sabotage was not considered. American public must resolve in its own lation In light of nuclear power plant ex-
to assess potential risks to the public from e Omission of multi-unit sites. mind is the true degree of this risk and perience and the Rasmussen draft report,
reactor accidents was published in draft • Report dealt only with water reac- is it "acceptable"9 Price-Anderson limits should be increased
form in the latter part of 1974. It is now tors with greater participation by insurance in-
expected that the final report, for Ccn- • Adequacy of the calculations of reac- The alternatives to nuclear energy are dustry pools. These essential actions can
gressional review of Price-Andelson lim- tor consequences. limited and encompass their own specific provide the yeast for making the Utility in-
its, will be ready in late 1975 or early • Use of the fault tree approach for the risks. Dependence upon oil-diplomacy dustries long range growth plans a reality •
1976 analysis of a very complex system permits leaves the United States vulnerable to for-

The Rasmussen draft report has met the outcome to be Influenced by the as- eign fuel embargo Coal in ready supply
with a predictable mixed reception Pro- sumptions made by analysts is a chief air pollutant with emissions of
ponents of nuclear power contend that the Two maor facts are often overlooked oxide of sulfur Use of solar energy as a Mr Johnson ts a vp and account execu-
study provides added confidence in reac- in this controversy over report reliability viable energy source awaits many years of tzve zn the Los Angeles offlce of Chfton &
tor safety. The report found that the con- First, that in 19 years of operation no development before major commercial ap- Co He ts a CPCU and associate in risk
sequences of potential nuclear accidents member of the public has ever been in- plication Nuclear technology which is now management, Insurance Institute of Amen-
are no larger, and in most cases are much lured as a result of operat-on of a licensed available can produce electricity at a kilo- ca, member of the American Society of
smaller, than people have been led to be- reactor Secondly, resulting from this rec- watt hour cost which ranges from 20% to Civil Engmeen nuclear structures and ma-
lieve by previous studies ord, Price-Anderson has experienced a net 50% less than that of fossil fuel generated tenals manual section committee dealing

For the purpose of evaluating adequacy cash flow to the taxpayers The Industry power with general structural aspects of nuclear
of Price-Anderson limits ronvergion tn A having nAirl in npArlv *S millinn of in- The TTniterl Q+Atee wne nr,+ hnrn m,+ Af ·nin.t Mto-/010/19/41



When the construction iob overseas
is complex,

choosing the right insurance
is simple.
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YOU lust turn to the American company with the
most experience.

(That's American International Underwriters.)
Or to the only company with a full, in-house

construction engineering staff.
(That's AIU, too.)
And you ask for a single policy that covers

practically every contingency. Plus capacity that's
big. Really big.

(AIU's got it all.)
No other company can match AIU's experience

in writing overseas profection for contractors.
We've done it for 50 years. And we're doing it right
now in more than 135 countries-with a

Contractors All-Risk plan designed especially for
the complex needs of today's contractor.

AIU's All-Risk program embraces fire, light-
ning, extended coverage, flood, earthquake, and
almost anything else that can happen on a con-

struction proiect. As well as contractors plant and
facilities, ocean marine and transit risks. Plus third

party liability attendant to construction.
It can be used to cover every type of construc-

tion. And it's flexib16-written to fit your needs,
whether your proiect is large or small.

You'll also like our engineering set-up: We're
the only American underwriter writing foreign
business that can offer you a full staff of engineers,
worldwide, to provide on-site technical advice.

And you're also assured of quick claims
settlements by a worldwide claims staff that's
unmatched in numbers and unequalled in service.

One more thing: More and more, these days,
private companies, public authorities, and gov-
ernment agencies are insisting that contractors
be properly protected before work begins. So,
it's iust good business to have adequate coverage.

That's why we urge you to send for more
information. Maybe you con't always prevent a
construction disaster. But you can keep it from

becoming a financial disaster. Mail the toupon
today, won't you?

1 /441
Amed€am Inlerndional  1

1 Undermilers Corporationillu=
 Dept. 81095,102 Maiden Lane, New York, N.Y. 10005
 Please send me more information about your

Contractors All-Risk Coverage.

Nome
Company

 Title Telephone
| Address
1 City Stnte lip
L------------_____

A Member Company of
American International Group

7

J

Y.
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British OSHA alters

management policies
LONDON-Just as their coun-

terparts in the U.S. are striving to
meet safety standards imposed by
OSHA, employe health and safety
on the job have become major
concerns to Britain's labor mar-

ket since the passage of the Health
and Safety Act early this year.

How the Act is changing man-
agement's attitude is the subject
of a report on health and safety
on the job written by David Farm-
or, group safety advisor for Brit-
ish Petroleum, and published last
month.

Management should be looking
at matters of procedure and or-
ganization first, with specific
health dangers second on the list,
the reportstates.

The new law imposes wider re-

sponsibilities on management than
ever before. Employers are obliged
to have policy statements listing
attitudes to and procedures for

improved standards.

"A checklist is not always the
answer," Mr. Farmer says. "Man-
agers now need to concentrate on
the software rather than the hard-

ware."

Since the Act came into force,

Mr. Farmer has given teach-ins to
more than 2,000 managers, brief-
ing them on the history of the Act
and how it could affect them.

"Most managers want to know

what their liability would be if
they made a mistake which led to
injuries or death," he said.

Safety inspectors have new

INS

power in Great Britain since the
passage of the Act. Until this year

an inspector had to bring a violat-
or to the courts to enforce better

safety standards. Now he can issue

a prohibition which immediately
prohibks the violatcr from using
machinery if there is a threat to
the safety of employes or the pub-
lic involved.

A violator can appeal to an in-
dustrial tribunal and the safety in-
spector will have to justify his ac-

tion. But until judgment is passed,
the machinery in question cannot
be used.

In the first six months of the

Act's life there have been 647 pro-
hibitive notices issued and 263 de-

ferred prohibitive notices. In ad-
dition there have been 1,743 im-
provement notices given, requir-
ing some action to premises within
a fixed time period.

The Health and Safety Execu-
tive, the administrative arm estab-
lished by the Act, employs ap-
proximately 700 inspectors. •

$20 billion damage
in event earthquake hit
the San F rancisco area

MENLO PARK, CA.-Property
damage of as much as $20 billion
may face insurance carriers in the
event of a San Francisco Bay
Area earthquake of 8.25 on the
Richter scale, with loss of as
many as 20,000 lives if the quake
occurs during business hours.

This is the estimate currently
being offered by San Francisco
consulting engineer John A.
Blume and U.S. Geological Sur-
veyor geo-physicists Robert A.
Page and William B. Joyner, both
of the Office of Earthquake
Studies here. The three are auth-

ors of a new earthquake report in

OME

For nearly 125 years, YMCA com-
munity centers have extended a
warm welcome to people of all ages
and interests. Their activities cover

everything from team sports to the
development of individual skills to
involvement in community activities.

The Dowler Agency of Rockville
Centre, NewYork, serves as insurance
counsel forThe National Board of

YMCAs. They provide advice,

management and the multi-coverage
ofThe Home's Institutional Policy.
And we provide fast, dependable
claim service - the main reason the

Y chose The Home.

Whether your organization's needs
are national or local, simple or com-
plex-you'll welcome Home, too.
Contact your broker or look for your
Home agent in the Yellow Pages.

Home
Insurance

Companies

the current issue of the Journal

of Science.

The 1906 earthquake at San
Francisco measured 8.25 and

killed 400. "Should an earthquake
of that magnitude occur now, dur-
ing non-business hours," Mr.
Blume predicts, "the death toll
could range between 3,000 and
5,000 killed, with at least $10 bil-
lion in property damage, if there
are no major fires or dam fail-
ures."

Mr. Joyner adds: "New earth-
quake evidence now available to
scientists indicate that maximum

lateral acceleration at the ground
is the most important factor to be
considered in building design and
construction.

"In the earlier days of earth-
quake investigation," Mr. Joyner
explained, "it was believed that
acceleration or the initial shock

felt by a building did not exceed
about one third of the force of

gravity and this meant buildings
were designed to withstand a
momentary sideways force equal
to about a third of the structure's
weight.

"Now, however," Mr. Joyner
insists, "we know that even an
earthquake of lesser magnitude,
such as a Richter scale of 5.5, pro-
duces a momentary sideways ac-
celeration of the ground equal to
half the force of gravity.

"In the 1971 San Fernando

earthquake that caused $500 mil-
lion of damage and killed 58
Southern California residents, a
lateral acceleration 1.25 times the

force of gravity was measured
and today we would have to as-
sume that even higher accelera-
tion rates are possible.

"As a result," Mr. Joyner said,
"the resistance of buildings to
damage from earthquakes re-
quires design consideration far in
excess of those stated in the most

modern seismic building code."

Mr. Blume said that in the in-
stance of such comparatively new

San Francisco high rise structures
as the Transamerica Pyramid or
the Bank of America building
"these may be required by an
earthquake to bend considerably

more than we previously thought."
The current report strongly

urges "substantial improvement

of modern building codes, to al-
low for the previously unrecog-
nized high degree of shaking that
occurs during an earthquake."

Other recommendations call for

gradual replacement of older
structures not expected to ade-
quately resist a major earthquake
as well as "a complete re-evalua-
tion of other structures such as

freeways and overpasses." •

NIOSH funds program
The University of Arizona witt

offer a master's degree program
in safety management funded by

a $300,000 three-year grant from
the National Institute for Occu-

pational Safety and Health
(NIOSH). Ten stipends will be
provided for students enrolled in
the program at the U of A's Col-
lege of Business and Public Ad-
ministration. Curriculum will in-

clude safety law, safety manage-
ment, risk management and re-
search techniques in safety. For
more information, write to Dr.
Nestor R. Roos, professor of in-
surance, Business and Public Ad-
ministration College, University
of Arizona, Tucson, Az. 85721.
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On OCTOBER 20, 1975 the editors of
BUSINESS INSURANCE will publish
a special SAFETY/SECURITY issue.

This will be a critically important issue.
It goes right to the heart of a major

responsibility of Business Insurance
readers-preventing losses, or, at

least, reducing the risk of losses.

Business Insurance, edited primarily
for the risk management executives in
the 16,000 leading U.S. corporations,
reaches those executives responsible
for protecting hundreds of billions of
dollars in assets and property as well
as the nearly 50 million employes.

And this is the influential audience you

want to make aware of your
safety/security services, products and

systems.

Be sure that your market-directed
advertising message is in this special
OCTOBER 20 SAFETY/SECURITY

issue...in an environment of

pertinent news coverage so essential
to this audience.

AD FORMS CLOSE ON OCTOBER 8.

For more details, or to reserve space,
contact Don Walsh at 212/986-5050.

Or write one of our sales offices.

.business
msurance

the newsmagazine that just had to be.

New York:

708 Third Ave., New York 10017 (212) 986-5050

Chicago:

740 Rush St., Illinois 60611 (312) 649-5275

Los Angeles:

6404 Wilshire Blvd., Ca. 90048 (213) 651-3710
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Risk Management Reports
0 Enroll me as a regular subscriber of risk management re-

ports and bill me/my company $60.

Name:

Title:

Company:

Street:

City: State:

Return to: Business Insurance

c/o William Strong

740 Rush Street

Chicago, Il. 60611

Zip:

(Checks should be made payable to Risk Management Reports)

.-':... 4

'.

Corporate social responsibility is
an issue risk managers must face

NEW YORK-Corporate social
responsibility is almost unheard
of in relation to risk management,
yet a risk manager who ignores
the issue of corporbte social re-
sponsibility is leaving his com-
pany exposed to serious and ex-
pensive liabilities, according to
Barbara Cox, executive director,
NOW Legal Defense and Educa-
tion Fund. Ms. Cox has written an

article on corporate social respon-
sibility for the current issue of
Risk Management Reports.

Corporate social responsibility
(or CSR as Ms. Cox refers to it)
offers an opportunity for risk
managers to show what risk man-
agement is all about; it's one
thing you can't buy insuran'ce for.

There are those who argue that

the only responsibility of a cor-
poration is to make a profit. But
Ms. Cox points out that CSR is
but an extension of the scope of
risk management's responsibility
to protect assets and earnings from
fortuitous loss.

Charitable contributions used to
be the extent of a business's social

responsibility, but today CSR in-
cludes "not only charitabld con-

tributions but also -equal employ-
ment opportunity, conditions of
work, environmental issues, pro-
duet safety, use of resources and
so on," Ms. Cox says.

To put it more basically, a cor-
poration exists in a society and
can hardly afford to ignore con-
ditions in that society.

We're not verygood at standing still.
"When you find something

good- stick with it."
We at Metropolitan Life agree

with this axiom. Sometimes. But

more often than not we find a way
ofdoing somet*itg a little better-
as our experience with group insur-
ance and pension plans reveals.

Take Group Insurance. From
the very beginning we pioneered
in the development of new plans,
such as:

Survivor income as a further

protection to the family in the
event of the death of the head of
household.

Plans to replace an employee's
income in case he becomes disabled.

Medi MET®- an innovative

prescription drug plan.

4

Dental insurance- a rapidly
growing Group coverage.

Right now we are inaugurating
Vision Care and also working with
Health Maintenance Organizations
to achieve a more efficient method ,

of providing medical care.
Now, consider pension plans.

Did you know that more than 50
years ago Metropolitan issued
the first employee pension fund
annuity ever written in the insur-
ance industry?

And since that time we've

continually expanded our service
in administering billions of dollars
in pension funds.

We presently are equipped to
handle all communications with

pensioners, arrange for supple-

mental payments outside the
pension contract and keep the
employer up to date on such
things as withholding regulations
for federal and state governments,
changes in federal and state tax
laws and regulations relative to
pension payments.

We also gladly offer our
counsel on the complexities and
ramifications of the Employee
Retirement Income Security Act.

So you see, we're not, and
never have been, very good at
standing still.

Ifyou're not either, why not
talk to us?

0 Metropolitan Life
Where the future is now

enlightened self-interest."

terest, CSR can be a means of sav-

sive lawsuits.

been hitwith an affirmative ac-
tion judgment from an Equal Em-
ployment Opportunity lawsuit,
lost profitable production time re-

lost money and reputation be-
cause of a product recall can at-
test to, a little planning goes a
long way

the example of the National Or-

challenging employment and cred-
it practices of Sears.

"It would be interesting to cal-
culate the amount of expense in
legal fees, lost business, ill will,
etc., this has meant," Ms. Cox
notes.

"A risk manager with a broad
mandate to consider potential
losses of this nature might have
been able to devise an alternative

to the hard line response that was
followed," she adds.

Ms. Cox criticizes the adversary
attitude with which business

views groups such as Nader's Pub-
lic Citizen.

When one considers the impact
of the introduction of the seat belt

alone, not to mention emissions
control systems have had on
America's automakers, the finan-
cial foolishness of such an attitude

towards consumer groups is evi-
dent.

In contrast to Sear's attitude

towards CSR, Ms. Cox points to
Xerox. ("In many executive suites,
CSR and Xerox are mentioned in

the same breath.")
Xerox, Ms. Cox says, "at least

comes closer than most in at-

tempting to fill the lofty goals to
which we all give voice."

Explaining Xerox's social ser-
vice leave program, a company
executive is quoted crediting the
program with attracting and hold-
ing a "superior type of employe."

But more than reaching lofty

 goals and maintaining superior
employes, businesses would do

recent action by the Securities
and Exchange Commission (SEC).

The SEC is considering requir-
ing detailed disclosure on such
things as environmental damage,

equal employment statistics, ille-

"other topics of social nature,"
Ms. Cox says.

of government regulations, Ms.
Cox urges the risk manager as

element of business."

stract. Can justifying the cost of
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Carrier needs other legal hooks
besides arson charge to woo iury

MONTREAL-Because of a

juror's understandable reluctance
to brand someone an arsonist,.
particularly where the evidence
is only circumstantial, the insur-
ance company must provide the
jury "with some additional legal
hooks other than arson on which

the jury can hang a defendant's
verdict," advised Marvin L. Karp,
an attorney with the Cleveland
firm of Ulmer, Berne, Laronge,
Glickman & Curtis.

Speaking at an American Bar
Assn. conference on insurance,
negligence and compensation law,
Mr. Karp emphasized early prep-
aration for the trial of an arson

case and some tactical elements

to keep in mind.
Several preparatory steps should

4&

be taken by the insurance compa-
ny before any decision to deny

the claim is made, Mr. Karp sug-
gested. This legal framework, dis-
tilled over many years of court
rulings on arson, allows the in-
surance company to establish fhe
defense of incendiarism by pro-
viding circumstantial evidence
that tends to demonstrate:

• that the fire was intention-

ally set,
• that the insured had the op-

portunity to set the fire or have
it set, and
• that the insured had a motive

for doing so.
Mr. Karp advised the audience

to keep this legal framework
"firmly" in mind when, for ex-
ample, interviewing the firemen

4 I -4 '.%

14 5 14-
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who first arrived on the scene in

order to determine how they
gained access. "If the doors and
windows were locked and there

was no evidence of a break-in,
the only logical conclusion that
can be drawn is that the arsonist

had, or had been given, a key,"
he concluded.

If the insured property was a
bar or tavern, the firemen should

be queried about the quantities
of liquor they found-"a small
stock of liquor suggests that the
owner was expecting the fire,"
Mr. Karp said.

He also suggested that insur-
ance company representatives or
counsel check on the existence

and status of pending lawsufts

and judgment liens for the in-
sured at the local municipal,
county or federal courthouses.

"If after taking the preceding
steps, you and your client con-
clude that there is sufficient evi-
dence to warrant a denial of lia-

bility-don't," Mr. Karp said.
Instead, he recommended, in-

sist that the insured file a sworn

proof of loss and then take the
statement under oath. "These two

elements will provide the corner-
stone of the tactical framework

within which your case should be
tried," he said.

"It is imperative that both of
these procedures...be complet-
ed before liability is denied,' Mr.
Karp continued, "since the view
of the majority of cases is that a
misstatement or concealment of

a material fact operates as a bar
to recovery only if the misstate-
ment or concealment occurred

prior to the filing of the suit."
Statements under oath should

also cover areas on which the at-
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torney has already obtained "a

great deal of information," Mr.
Karp said. "If the insured testifies
in a manner that is contrary to
this information, the foundation
has been laid for the successful

establishment of the wilful mis-

statement defense."

The insured should be asked,
for example, whether they have
any knowledge as to how the fire
started or whether they ever dis-
cussed with anybody the possible
burning of their residence, ac-
cording to Mr. Karp.

As far as the trial itself is con-

cerned, he suggested filing the
suit in federal court rather than

in the state system. "The decisions
of the various U.S. Courts of Ap-

peal have given rise to, a fully
developed body of case Iaw sup-
porting the three principal affir-
mative defenses that should be

asserted in (a circumstantial ar-
son case)," he explained.

These defenses are: Incendiar-

ism, violation of the policy pro-
vision with respect to increase of
hazard and violation of the policy
by wilful concealment or misrep-
resentation of material facts, Mr.
Karp said.

As the time of the trial ap-
proaches, Mr. Karp suggested that
all potential witnesses be re-in-
terviewed and courthouse records

again be checked "on the chance
that a newly filed lawsuit or lien
may disclose a (new) significant
financial obligation."

He also recommended prepar-
ing photographs and diagrams to
assist the jury in following the
testimony and "to enhance the
drama and impact of the presen-
tation."

"In a circumstantial evidence

case," Mr. Karp continued, "hav-
ing the last word can be a very
definite advantage." For this

reason, he advises using affirma-
tive defenses in which the defend-

ant has the burden of proof, as
the "sole issue of fact in the

case." This way, he said, you ob-
tain the right to both open and
close final argument.

Another defense is the increase

of hazard defense, he said. The
objective is "to set forth a num-
ber of analogous arson cases in
which the courts have held that

there was an increase of hazard

in violation of the policy provi-
sion," he explained.

"The final defense is (the in-
tentional) setting of the fire, or
arson, although the use of the
latter term should be avoided lest

the court and jury begin thinking
in criminal law terms," Mr. Karp
said. •

Research on

chemical is

announced
WASHINGTON, D.C.-Six

chemical companies will sponsor
research on occupational health
trichloroethylene, a substance used
in dry cleaning, degreasing, print-
ing inks, coatings and adhesives,
the Manufacturing Chemists Assn.
announced.

The association will administer

the research program and has in-
vited the National Cancer Insti-

tute to participate on a coopera-
tive basis.

Though details are not yet
final, the testing is expected to
focus on long-term inhalation
studies.

The companies sponsoring the
research are: Canadian Industries

Ltd., Diamond Shamrock Corp.,
Dow Chemical U.S.A., Ethyl

C6rp., Hooker Chemicals & Plas-
ties Corp. and PPG Industries
Inc.



Criminal penalties are
few for aircraft liability

MONTREAL-Criminal penal-
ties for violations of aircraft man-

ufacturing safety regulations, in
the few cases where they are de-
tected, are totally inadequate as
an enforcement mechanism, ac-
cording to an attorney speaking
at the American Bar Assn. (ABA)
conference here.

"Seldom are corporate officers
personally fined or imprisoned,
and the corporate entity cannot
be jailed," said Albert R. Abram-
son, a San Francisco attorney
with the firm of Abramson &

Bianco. "The only sensitive spot
in the corporate body is the pock-
etbook and only large monetary
sanctions can stimulate a change
in the manufacturer's indifference
to the welfare of its consumers."

Mr. Abramson recommends that

liability insurance policies be re-
vised specifically to include cov-
erage for punitive damages. He
said that damages are generally
covered by the policies now but
that the language is broad and
open to interpretation.

Taking the opposite view, Lam-
berth S. Carsey, a Houston at-
torney, with the firm of Ful-
bright, Crooker & Jaworski, told
the ABA's meeting on insurance,
negligence and compensation law
that punitive damage awards are
no deterrent when they are cov-
ered by insurance.

"If insurance coverage is per-
mitted against punitive damages,
then punitive damages themselves

should not be permitted," Mr.
Carsey said. "If the threat of loss
of liberty by engaging in crim-
inal conduct is no deterrent, then
the possibility of being required

to pay a punitive damage award
will not enhance the criminal

law's deterrent effect," he added.
Mr. Carsey believes that "in-

surance against punitive damages
is no different from insuring
against traffic fines or other
'criminal' penalties." He con-

tinued by saying that "no sound
justification exists for shifting to
the public (through increased
premiums, fares or product costs)
the cost of punishing a wrong-
doing defendant."

In advocating his position that
punitive damages should not be
protected by insurance, Mr. Car-
sey said that a first step toward
eliminating damages altogether
could be accomplished by deny-
ing any insurance coverage.

Mr. Abramson countered. Mr.

Carsey's argument by saying that

actions seeking punitive damages
are a form of civil enforcement

of safety regulations. He believes
that lawsuits such as these "aug-
ment the regulatory function of
government agencies," particu-
larly the Federal Aviation Ad-
ministration, which he described
as "underfinanced and under-

staffed."

"The purpose of punitive dam-
ages is not only to punish the
manufacturing malefactor," Mr.
Abramson continued, "but to deter
it and others from future reck-

Look at strategy first
before suing the FAA

MONTREAL--Strategy is more
important than legal theories of
liability in determining whether
it is "worthwhile" for a plaintiff
to sue the Federal Aviation Ad-

ministration (FAA) for negligence
in the certification of aircraft,
said attorney Tom H. Davis of
the Austin, Tx. firm of Byrd,
Davis, Eisenberg & Clark.

"For instance, in the crash of
a major airline it might not be to
the plaintiff's advantage to bring
in the government since in all

probability a good case of lia-
bility against the airline would
exist," Mr. Davis said.

"The same considerations would

exist where the manufacturer of

a general aviation aircraft or its
component parts was financially
responsible," he continued.

Mr. Davis emphasized in his
speech to the American Bar

Assn.'s meeting on insurance, neg-
ligence and compensation law
here, that "if there was negligence
on the part of the government in
certifying the aircraft, this would

almost presuppose a defect which
would subject the manufacturer
to strict liability without the
necessity of growing negligence.
Of course, if the manufacturer
was bankrupt or out of business,
different considerations would ap-
pear," he added.

Only four reported court de-
cisions are available, Mr. Davis
said, that deal with the FAA's re-
sponsibility for negligence in the
certification of aircraft in which

there is "proximate cause of in-

jury."
Other areas of possible negli-

gence on the part of government
are left open for discussion, in
Mr. Davis' opinion. He raised the
question of whether the FAA can
delegate its duty to determine the
airworthiness of an aircraft to a

non-employe authorized inspector
without being responsible for his
negligence. "Liability has been
imposed upon the United States
under situations constituting a
non-delegable duty," Mr. Davis
said.

4,Other interesting questions
could arise where the FAA has

allowed production of aircraft
under a type of certificate issued
many years ago which today does
not conform to the state of the

art or our present concept and
knowledge of safety," he said.

Mr. Davis believes that "the

area of supplemental type certi-
ficates and the issuance of air-

worthiness certificates following
an annual" would provide the
best basis for a suit against the
government for negligent certifi-
cation because "there is less like-

lihood that another financially
wound defendant would be more

readily available."
A disadvantage of joining a

manufacturer with a suit against
the government for negligent cer-
tification would be the "natural

cooperation between both defen-
dants in establishing that there
was no defect or anything else

wrong with the airplane or that
Continued on page 42

less disregard for the safety of the
flying public."

Mr. Abramson believes that

damage awards are "especially
appropriate where the manufac-
turer stands to profit by his mis-
conduct even after compensating
the injured and the heirs. Cor-
porate policy to risk lives for
profit has occurred," he added.

He continued by pointing out
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that "manufacturers should be

able to bargain and pay for "pun-
itive demage insurance coverage.

In Mr. Abramson's opinion this
action would "not frustrate the

underlying policy of deterrence
and example (because) the ex-
emplary effect of an award of
punitive damages would still re-
main in the adverse publicity re-

ceived by a defendant." •
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Timely fire inspection
is key to establishing

,carrier s arson defense
MONTREAL-Arson defense

requires "great tenacity and per-
sistence" on the part of insurance
company counsel, according to
William B. MeGuire, an attorney
with the Newark firm of Lum,
Biunno & Tompkins.

Since it is assumed that fires

are of accidental origin, "it must
be shown that a fire was started

by the insured in order to estab-
lish the arson defense in a suit

under an insurance policy," Mr.
MeGuire said.

He strongly emphasized that
"the very foundation of the de-
fense lies in investigation imme-

diately after the fire. All pos-

sible technological instrumentali-
ties must be utilized."

He acknowledged that an in-
itial determination as to whether

a fire is incendiary or accidental
is not "an easy one" especially
where there has been total de-

struction or where the fire ap-
pears to be of accidental origin.

"One of the critical areas is in

establishing the whereabouts of
the insured or his representatives
at the time of the fire," Mr. Mc-
Guire advised. "By discovering
the asserted alibis early in the

proceedings, the facts surround-
ing them and the people involved
in them may be quickly confront-
ed in order to ascertain their vera-

city."
He added that the jury is

"prone" to favor the insured prior
to the presentation of evidence
that supports the arson defense
at which point "their sympathies
may change very quickly to re-
sentment of the plaintiff."

Use of discovery tools available
under the policy itself is advised,
he told participants of the Ameri-
can Bar Assn. conference here on

insurance, negligence and com-
pensation law.

"Standard policies include a
provision stating that a policy is
void if the insured has willfully

concealed or misrepresented any
material fact or circumstance be-

fore or after a loss," he said. This
could be accomplished, he added,
by unravelling alibis or closely
examining the proof of loss.

Another significant provision of

typical standard insurance poli-
cies provides for the insured to
submit to examination under

oath. "One must be very careful
in ascertaining the law of a given
jurisdiction of this particular as-
pect,' Mr. McGuire advised. Some-
times a refusal to submit to ex-

amination "may result in for-
feiture of his right to recover un-
der the policy," though he added
that these court holdings have
been criticized.

One advantage of an examina-
tion, he said, is that it provides
an opportunity for "discovery"
before the suit is instituted. "The

carrier has the advantage to ob-
tain significnt information un-
der oath before being forced to
take a position which may ulti-
mately result in litigation.'

Such questions as to how the
policy was obtained, who deter-
mined the amount of coverage,
whether the business was for sale

at the time of the fire, whether
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the building was vacant or unoc-

cupied, should be asked the in-
sured, he advised.

"The next step is to ascertain
a motive for the insured,' he said.
"Without a motive for arson to

present to the jury, asserting the
defense is practically frivolous."

Two examples of motives
would be if the property is con-
sidered a "veritable white ele-

phant" or if there was a large
discrepancy between the amount
paid for the property and the
amount of insurance proeured,
Mr. MeGuire explained, adding
that "any factor which could pos-
sibly reflect a motive should be
investigated."

Another area for discovery, Mr.
MeGuire said, includes "an at-
tempt to delimit claimed dam-
ages." Living expenses after the
fire should be questioned as to
reasonableness, he said.

"Allegations of mental anguish,
ridicule by friends, psychological
damages... should be critically
examined," he said. "Speculative
claims such as the 'high proba-
bility of a miscarriage' should be
confronted and eliminated if at

all possible," he added.
The insurer's liability should be

considered where property joint-
ly owned and insured is destroyed
by the deliberate act of one of the

co-owners and where corporate
property is intentionally de-

stroyed by a corporate officer, em-
ploye or stockholder, he advised.

"While the nominal beneficiary
of the policy would be the corpor-
ation, the actual beneficiary
would be the arsonist," Mr. Mc-
Guire said.

Arson is claimed to be the fast-

est growing crime in the U.S.
with national annual losses at

$1.5 billion and a yearly increase
of 10% to 15 %, according to Mr.
McGuire.

"In addition, one must con-
sider the large number of fires
not investigated or those to which
no cause or origin may be attrib-
uted after investigation," he said.
"The statistics only represent a
portion of the true number of ar-
sonous fires committed." •

FAA. ..
Continued from page 41
it was not a cause of the crash,"
he said.

"Sound strategy dictates against
the joining two defendants with
a mutuality of interest in defeat-
ing the plaintiff's claim when not
required by other consideration,"
Mr. Davis said.

"While the pairing of defend-
ants against one another on the
issue of which one is liable to the

plaintiff has definite advantages,
it is unlikely that this advantage
could be realized in a negligent
certification case which also in-

volved the manufacturer," he
said.

"However, where the manufac-

turer seeks refuge behind FAA
approval in certification and is
going to emphasize this face in
defense, there could be an ad-
vantage in joining the FAA for
negligent certification. In justifi-
cation of its position the FAA may
present evidence that the manu-
facturer was less than candid, or
did not supply all necessary fae-
tual information and test data

upon which a thorough approval
in certification could be made,"
he said.

"The advantages to the plain-
tiff in this conflict between the
manufacturer and the FAA must

tage of their joining together in
asserting that no defect or no
proximate cause existed."

Another approach Mr. Davis
suggested is to join the FAA for
negligent certification so as to
subject it to discovery under fed-
eral rules of procedure. •
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Breach of contract liability ruled broader no-
MONTREAL--The day may

come when a businessman who
enters into a contract either with

"reckless disregard" about con-
tinuing it or an "outright inten-
tion to breach" it, will find his
exposure to damages is no longer
limited to so-called forseeability
tests but rather will be vulner-
able to a "full broadside of con-

sequential damage claims," an
attorney predicted here.

Douglas G. Houser, with the
law firm of Bullivant, Wright,
Leedy, Johnson, Pendergrass &
Hoffman, Portland, Or., told par-
ticipants at the American Bar
Assn. conference on insurance,
negligence and compensation law
that "it will be interesting to see
if the insurance industry is sin-
gled out as the only target for
exposure to extra-contract dam-
age claims or whether an implied
duty of good faith to perform ev-
ery commercial contract will be
found.

"When a contract is breached,
the courts have previously held
that the breaching party is only

responsible for damages that a
reasonable man could have fore-

seen at the time," explained Peter
R. Mersereau, an attorney with
the same firm.

"A responsibility for consequen-
tial damages-that is, broad lia-
bility resulting from the breached
contract-could be much greater,"
Mr. Mersereau continued. Two

examples of the trend of court
rulings toward consequential
damage liability are medical mal-
practice and product liability
awards, he said.

Another point which Mr. Hou-

ser raised in his speech concerns
good faith standards. Should an
insurer's decision to deny a claim
be based on admissible evidence

or is a moral conviction justify-
ing a denial sufficient? he quer-
ied.

Mr. Houser said he believes it

would be "unreasonable" for the

courts to impose an admissibility
standard on insurance companies
to justify a denial of claims.
"Sometimes arson cases are de-
fended as a matter of principle
even when the chances of win-

ning are slight in order to let a
community know that arson is
said, adding that he thought the
not the path to easy money," he
insurance company still should
be prepared to justify the rea-
sonableness of its action.

He observed that insurance

companies would want to "play
it safe and give the insured the
benefit of doubt in claims han-

dling procedures" to fend off
charges of bad faith.

In cases where the independ-
ent adjuster or investigator is al-
so named a defendent, Mr. Hou-
ser said he thinks that the in-

surnce company, "except in cases

of clearly improper behavior,
will probably choose to defend
the (individual) rather than

create the appearance that some-
thing was done improperly."

A threatened suit for bad faith

practice on the part of the insur-

ance company can be "eliminated
where denial or other treatment

of the claim is based upon rele-

Acquisition
Marsh & McLennan Companies·

Inc., New York, has acquired a
15 % interest in the business of

Gradmann & Holler, Germany,
with a provision for acquiring
an additional 15% interest in the

future. Gradmann & Holler serves

as insurance, reinsurance and em-
ploye benefits broker and consult-
ant for major West German in-
dustrial concerns.

vant supporting facts contained
in a 'clean' file," said Mr. Hou-
ser.

"If the insurance company re-
views the claims file and decides

the matter was handled poorly,
it may be important to effect im-
mediate remedial administrative

reforms to prevent the mishan-
dling from occurring again," he
explained. "Such reforms should
take most of the wind out of the

plaintiff's sails as far as punitive
damages are concerned (because)
it would be obvious that the in-

surance company had learned its

STOP

LAM

lesson."

Mr. Houser advised insurance

companies to consider filing a
declaratory judgment action to
determine "if you owe anything,"
as soon as a charge of bad faith
on a claim is imminent.

"This has some procedural ad-
vantage in jury argument and al-
so shows the insurance company's
good faith effort to get an early
determination of the dispute," he
said.

"If the only question is now

much rather than coverage, the

carrier should consider exercising
its right to an appraisal or arbi-
tration," Mr. Houser continued.

Aside from obtaining an early de-
termination of the dispute, it also
"has the advantage of taking the
decision out of the insurance com-

pany's hands," he added. Also,
he advised carriers to be willing
to make partial payments in these
types of cases.

"Don't whiplash the insured if
the real dispute is between two
concurrent insurance carriers,"
Mr. Houser cautioned.

"Keep a clean file. Avoid in-

flammatory and derogatory re-
marks such as 'there's no doubt

this gay, one-legged, white trash
S.O.B. burned it down, '" he ad-

vised. Instead try, "the authori-
ties advise that our insured is

the probable arsonist."
Last but not least, Mr. Houser

recommends keeping an open
mind until the investigation is
complete. "An early denial ( of
the claim) will destroy the right
to insist that the insured fully

ccmply with policy requirements
such as proof of loss and exami-
nations under oath," he said. •

.-- It takes a
*. Igial spourity
r·r,L, ;organization.

A tough economy means tight profit margins, problems
with personnel and inventories. It also means greater
risk of theft, vandalism, spying and sabotage.

It takes an organization with broad capabilities to pro-
tect your business from threats to its security - internal

li and external. It takes the only total security organization
Burns.

Il 1. Guards: Carefully trained and supervised profes-
sionals for perimeter gates, within your plant, on foot or
by car. Their presence is an efficient deterrent.

2. Crowd Control: Experts who'11 check credentials and
< tickets, andprotectconventions, exhibits, annual meetings

or sports events. Only those who should get in, do get in.
3. Electronics: The most sophistica:ed monitoring technol-
ogy frees you from the dangers of vandalism and fire,
water or temperature control failure. Either in-house or
central station hook-up.
4. CCTV Systems: Literally multiply our guard's effec-
tiveness by letting him be in many places at one time -
without leaving his console.
5. Investigations: Undercover work or polygraph, attorney
services or personnel checks, Burns can improve your
corporate defense profile - and eliminate "inside jobs."

And all Burns offices conduct in-depth, customized se-
curity surveys, leading to optimum corporate defense.

Only Burns can cover all your security needs. And in
security, that's what professionalism is all about. Write
today for more information.

1 Mr. Ashley W. Burner Y 1
' Burns International Security Services, Inc.
 320 Old Briarcliff Road, Briarcliff Manor, N.Y. 10510 
 Please send me information on: ( ) guards;
, C ) crowd control;( ) electronics:( ) CCTV systems; ,
1 ( ) investigations; C ) security surveys. 1
1 1

I Name ,1 1

1

1 1

1 Company

, Addrefs I
00 City Stnlp Zip *
0 0
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Environmental cover...
Continued from page 1

"The practical results may be
a tendency to defend or settle

when the slightest question exists
in potentially high exposure

cases," Mr. Soderstrom said.
Insurers should review their

present policies as they relate to
environmental or pollution haz-
ards, he recommended. "A change

to specific pollution coverage is
not only necessary but also de-
sirable," he said, adding that the
process has already begun. (Busi-
ness Insurance, June 16.)

"With the advent of the en-

vironmental impairment liability
policy (EIL), the carriers' position
may change considerably," he pre-
dicted. "It heralds (their) par-
ticipation in environmental im-
provement, a welcome change."

Mr. Soderstrom pointed out that

a special premium-up to 5 % of
the total premium-is charged as
a "risk improvement contribu-

tion." This way, the insurance in-
dusty can offer specific envi-
ronmental coverage to industries

while "indirectly participating in
the struggle against those forces
that degrade our land and quality
of life," he said.

He observed that the new EIL

policy was more attractive to
small- or medium-sized compa-

nies than to corporate giants for
the primary reason that the latter
are largely self-insured for this
risk.

Another reason is that the big-
gest corporations find it less ex-
pensive to follow state and federal
compliance with pollution control,
for example, than to buy environ-

Shin-Sleeve Forum-

Sure You're Covered,
but Does It Fit.9

- By Dinner Levison
(Asked in the jinancial district)

William Wasserman, Insurance
Broker,220BushSt.,SanFrancisco:

That's a timely question to ask
about your insurance protection. At
Dinner Levison, we not only provide
modern coverages for you and your
business. But we also make surethat B
your policies exactly fit your needs, 9'- 1
your projected growth, and your
budget. We call it our shirt-sleeve
approach to risk management. Bet- /
ter call us today !

DINNER
LEVISON

COMPANY

* r-©f

insurance Brokers since 1915

220 Bush St., San Francisco, CA. 94104. (415) 391-5422
RISK MANAGEMENT • EMPLOYEE HEALTH & SAFETY

LIFE INSURANCE • EMPLOYEE BENEFITS

ANGA INTRODUCES 1

mental liability coverage, Mr. So-
derstrom said.

At least one large oil company
debated buying the coverage be-
cause the director of insurance

there found the application form
"too onerous," according to Mr.
Soderstrom. He added that a pre-
liminary estimate of the premium
can be based on limited informa-

tion.

"If the premium terms are then
agreed to, the insured will be re-
quired to complete the proposal
form," he said.

Business Insurance learned that

among the underwriters offering
EIL coverage are Lloyd's of Lon-
don, Swiss Reinsurance Co. and
Mercantile & General Reinsurance

Co. Mr. Soderstrom declined to

identify which sample policy he
based his discussion on, saying
only that it is offered by "inter-
national underwriters."

The exclusion of coverage for

 "grossly negligent environmental
impairment is perhaps the policy's

biggest question mark," he said,
acknowledging that an insured

would regard this exclusion as a
drawback because it narrows the

, coverage provided.
While some exclusions in the

policy are regarded as "absolute,"
several others are considered "ne-

gotiable," he explained. "Insurers
seem prepared to delete (certain
exclusions) subject to supplement-
ary information and additional
premium.

"An insured's initial response

may be that his company does not
knowingly violate any appropriate
regulation," Mr. Soderstrom said.
"This may well be. On the other

hand, the insured may admit that
he has problems with the inter-

pretation of some regulation (or

OSHA inspections
The Occupational Safety and

Health Administration (OSHA)

conducted 7,370 workplace in-
spections during June, 1975 com-
pared to 6,308 in June of 1974.
The figures were announced by
the Labor Department last month.
The June, 1975 inspections re-
sulted in the insurance of 5,803
citations alleging 30,616 violations
of job safety and health stand-
ards. Proposed penalties totaled
$894,36. f

conclude) that the enforcement
agency is not presently demanding
strict compliance.

"If he does nothing and the

regulation is subsequently strictly
construed and enforced, there may
be no coverage until he under-
takes appropriate control reme-
dies," Mr. Soderstrom continued.

"If he had undertaken these

rneasures earlier in even the rnost

limited manner, coverage would
most probably have been afforded
under the new EIL policy."

Coverage is provided for resid-
ual pollution, caused by the emis-
sion of "quantities of pollutants
which even the strictest compli-
ance with control and prevention
standards cannot eliminate en-

tirely," he said. "It was to this

end that the new EIL policy was
formulated."

Other policy provisions include
coverage for the costs of litigation
and for expenses incurred in re-
moving nullifying or cleaning up
harmful substances, Mr. Soder-
strom continued.

The insured usually can select
reasonable limits for any one claim

but the policy will contain a fur-
ther aggregate limit of liability
for any one year, Mr. Soderstrom
said. Deductibles are negotiated on
a case by case basis in accordance

with the size of the insured's op-
erations, he added.

The rating approach is complex,
he said. It involves "a rather so-

phisticated rating system" by type
of industry, production process
and individual risk factors. •

State workers comp
needs better delivery

MONTREAL-An effective state

workers' compensation delivery
system "must be considered at the
top of the essential recommenda-
tion list" of the National Study
Commission on State Workmen's

Compensation Laws, said Stephen
M. Hadley, Industrial Commission
of Utah, Salt Lake City.

Praising state compensation

laws as demonstrating "a history
of continuous progress," Mr. Had-
ley t6ld participants at the Amer-
ican Bar Assn. conference on in-
surange, negligence and compen-
sation law here that "a success-

ful delivery system requires ac-
cessibility to a person needing
help."

"Such accessible centers must

be staffed with personnel who can
give directions and answers with-

out unreasonable delay," Mr. Had-
ley continued.

He recounted an experience in-jb
volving a railroad worker who

called his office seeking benefits
under the Federal Employers Lia-
bility Act. "Desiring to help and
wanting to know how the federal
procedure operating," Mr. Hadley
said he was eventually referred to
the Sacramento, Ca., office. Not
wanting to call that far away,
Mr. Hadley said he was told that
a representative from that office
would be in his area "in about a

rnonth and could talk to the in-
jured worker then."

Mr. Hadley believes "the most
effective delivery system is a local
or state-administered one, di-
rectly responsive to the needs of
those aggrieved by the system." •

Pardon me, Sir, may I suggest you
bring along your IAC appraisal.

An independent, objective IAC appraisal places proper
values on tangible and intangible assets, and proves a
loss. Also, an IAC appraisal is needed to avoid excess
costs of uncollectable over-insurance and losses from

under-insurance, pinpoint assets subject to invest-
ment tax credit, and for a multitude of other solid
business reasons.

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

Industrial Appraisal Company
Where the worth of a business is weighed.
Home office: 222 Boulevard of the Allies, Pittsburgh, Pa. 15222
(412) 471-2566
New Vnrk-ChirAgn-1 ng Angeleq-Philadelohia and 24 other cities



Insurers can demand

affirmative proof of loss
in bankers' bond claim

MONTREAL-Underwriters for

both primary and excess bankers'
blanket bond can demand "af-
firmative proof of loss with full
particulars" as a precondition to
honoring a claim, according to an
attorney speaking here.

The only exception to this re-
quirement in standard policies is
the element of "impossibility of
performance" which involves is-
sues like national security, said
Clyde J. Watts, an attorney with
the Oklahoma City firm of Watts,
Looney, Nichols, Johnson & Hayes.

What objectives, in the absence
of fraud, could an insured bank
possibly have to deny such proof
permitting a routine claim rather
than the basis for a lawsuit? Mr.
Watts queried. "It could happen,"
he emphasized.

He gave an example of a bank
customer who was a member of
the Central Intelligence Agency
(CIA) and whose safety deposit
box was rifled of $1 million and
various classified documents that
would endanger national security
if their loss were publicized.

The general rule applicable to
contractual construction would
apply, Mr. Watts .said. The un-
derwriter would be required to
cover the loss suffered by the
bank including the obligation to
replace the contents of the rifled
safe deposit box, he told the
American Bar Assn. conference.

Mr. Watts distinguished be-
tween the varied responsibilities
of surety bonds and insurance. In
either case, he emphasized, a re-
fusal to offer proof of loss "would
preclude recovery under the bond
whether it be considered insur-
ance or a surety bond."

"In recent years, the courts
have increasingly construed the
liability of a fidelity bond surety
as an insurer," Mr. Watts said.
The effect of these rulings is that
it is more difficult to collect a
claim for a surety bond because
the liability is interpreted more
conservatively, he explained.

"An insurance policy, regard-
less of how many interests may
be involved, is essentially a two-
party instrument. It is an agree-
ment on the part of the insuror to
reimburse the insured in case of
loss caused by a designated con-
tingency," Mr. Watts said.

"A true bond, on the other
hand, is always a three-party in-
strument. Fundamentally, it is a
guaranty that one party (surety)
will meet an obligation due the
second party (obligee) from a
third party (principal) if the
third party does not," Mr. Watts
said. "In every bond there is an
expressed or implied obligation
on the principal to reimburse the
surety for a loss which the surety
is compelled to pay because of
the principal's default."

"The judicial identification as
a fidelity bond or dishonesty in-
surance is not necessarily control-
ling as to whether an insuror or

Omitted from its profile
Four officers' names were in-

advertently omitted from Busi-
ness Insurance's profile on Mack
& Parker Inc., Chicago, which ap-
peared in the July 28 Agent/
Broker issue. The following prin-
Cipal officers of the firm should
be added to the list: Lance R.

Sanberg, vp; William J. O'Keefe,
vp; Kenneth T. Krispin, assistant
treasurer; and C. Jean Underhill,
assistant secretary.

a surety is released from obliga-
tion," Mr. Watts continued.

"The decisive factor is whether
the obligee (insured) has breached
the terms of an enforcible condi-

tion precedent to the liability of
the surety such as a fair and hon-
est disclosure by the obligee (in-
suror) of knowledge of previous
defalcations upon the part of the
prospective principal."

If the surety could "prove
prejudice" by the insured's delay
past the prescribed 60 days to
make a full disclosure, "it would
appear that the surety would be
relieved of liability," he said. •

INSURERS

TO

INDUSTRY
SINCE 1942
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• Self-insuring your workers'
compensation exposure?

• Experiencing churning excess markets?

• Facing soaring retentions and rates?

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

SAFETY MUTUAL

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

says
insurance premium financing

canmakemoneyfor
yourcompan
When you use AFCO to finance your corpo-

rate insurance premiums you not only obtain a
line of credit that doesn't affect other lines.. .

you also retain substantial capital by paying pre-
miums monthly from current income.

By investing this retained capital, you can
many times earn a greater return on your money
than the financing costs you. Or make further
savings by using your retained capital for business
expansion.

If you're the kind of corporate insurance
buyer who islooking for an additional line of credit
for your company, well be looking forward to
hearing from you. There are now 21 AFCO offices
in the U.S. and Canada to give you fast local fi-
nancing service. So call us soon.

-     NEW YORK: 108 John Street,New York, N.Y. 10038 · Atlanta

Baltimore · Boston · Chicago · Columbus · Dallas
E. Orange · Hempstead · Houston · Kansas City · los
Angeles · Miami- San Diego · San Francisco · Seattle

IN CANADA: _J*UD»
Halifax · Montreal · Toronto · Elmonton Vancouver

-2!FCO for
insurance premium

financing.
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ceu'heal company. Part of his re-

people sponsibilities include recommend-
ing improvements, standardizmg dates for buyers
procedures, trai ni ng supportive

Reid replaces Griffin
personnel and updating G D Sept. 16-18: The Inteinational Foundation of Employe Benefit Plans
Searle's corporate risk manuals. Washington Legislative Educational Conference will be held in Wash-

ington, DC, to give a briefing on government interest in the labor-

at Hughes Aircraft Co. A chain of promotions in the management employe benefit trust fund field Senators and congress-

ernploye benefits department at men who sponsor or support key legislative proposals, staff aides and
Parke-Davis & Co, Detroit, paved agency spokesman responsible for formulating and administering le-

Hughes Aircraft Co, Los An- Corp, Louisville, promoted Jo- the road for the hiring of Susan gulations will be on hand to present their views For more details,

Way as employe benefits super- write to the foundation at P O Box 69, Brookfield, Wi 53005
geles, named D. F. Reid risk man- seph T. Burkhardt to manager of

visor She formerly was assistant Sept. 17-19: Group Dental Benefit Plans will be the sub]ect of an
ager to replace Berry L. Griffin, the insurance department He re-

industrial relations manager at a American Management Assn workshop in Chicago A team of knowl-
effective September 15 Mr Reid places William P. Koehler Sr., who

B F Goodrich plant in Ohio No edgeable speakers-including employe benefit managers and insurance
formerly was assistant director of retired Sept 1 In his new position,

one has been narned to replace hr company representatives-will explain the complexities of various plans
insurance for Santa Fe Interna- Mr Burkhardt lS responsible for

there yet Beginning Sept 8, she scheduled, comprehensive, major medical and others For more informa-
tional Corp., Orange, Ca No one formulating and administering the

reports to Larry Rappaport, who tion, write to the AMA, 135 W 50th St, New York, N Y 10020
has been named yet to replace corporatein surance program Sept. 25-26: Hay Associates and Huggins & Co Inc will co-sponsor
him there Before Joining Santa which covers subsidiaries, Export

was promoted from oenefits super-
visor to employe benefits manager a seminar on Communicating Compensation and Benefit Programs, to

Fe, Mr Reid worked at Contin- Leaf Tobacco Co and Vita Food He, in turn, replaced Eve Adams, be held in Philadelphia Attendance cost ls $225 Fol further infer-
ental Can Co for 15 years, five of Products Inc, as well as five as- who was promoted to rnanager of mation, contact Joseph A Banik, Huggins & Co Inc 1401 Walnut
them as risk manager At Hughes, sociated companies in Central compensation, a position which re_ St, Philadelphia, Pa. 19102
Mr Reid will report to the com- America Mr Burkhardt joined

mained "open for months," accord- Sept. 27-Oct. 1: Employe Benefits. The Challenge-Private or Public
pany's treasurer Mr. Griffin is Brown & Williamson in 1967

ing to Mr Rappaport Dan Mer- Domainp will be the theme of the Eighth Annual Conference of the
national vp of RIMS and was Since 1970 he has served as sys- tus, who formerly held that posi_ International Foundation of Employe Benefit Plans, to be held in Van-
slated for the organization's pres- tems project manager No one has tion, was transferred to another couver, British Columbia Workshops will be offered on legislation
idency He also is an active mem- been named to fill that position division of the company relating to employe benefits, union/management negotiation of con-
ber of the Los Angeles chapter of yet. tributions, union/management negotiation of benefits and the future
RIMS At press time, Mr Griffin of dental benefits Additional information can be obtained from Ed-

4» *

had not disclosed his future plans Eduard 0. Randy was named ward D Zacharko, president, Funds Administrative Services, 2204
to Bitsiness Insurance G D Searle & Co, Skokie, Il, assistant vp and head of the em- Imperial 011 Building, 10025 Jasper Ave, Edmonton, Alberta, T5J 1W2

:1 * hired Jim Morgan for the newly ploye b enefits department for Oct. 9-11: The 29th Annual Conference on Employe Benefits, spon-
Albert E. Dischinger was named created position of assistant insur- Textron Inc, Providence, R I He sored by the Council on Employe Benefits, will be held in Chicago

insurance manager at Holly Sugar ance manager He formerly was formerly was assistant secretarY National health insurance, Social Security, union views of employe
Corp, Colorado Springs, Co, fol- a senior underwriter for Aetna and assistant general counsel for benefits and retirement planning will be arnong the topics,
lowing a division of the company's Life & Casualty Co Mr Morgan the company Itonaid van Brock- Nov. 3-5: The National Insurance Conference, sponsored by the Amen-
insurance responsibihties into two reports to the corporate risk man- lin, who had held the position of can Management Assn, will be held in New Orleans It will be divided
sections Mr Dischinger is in ager and initially will assist in head of the employe benefits de- into two sections· general Insurance and employe benefits For further
charge of property/casulaty risks overseeing daily operations and partment, was named controller of Information, contact John Devitt, group program manager, AMA, 135
which Include safety management, 103S adjustments for the pharma- the company. • W 50th St, New York, N Y. 10020
insurance analysis and clalrns man-
agement Workers' compensation
and employe benefits administra-
ton is being handled by Vernon classified advertising
D. Hoff, who previously was do-
ing both lobs Holly Sugar said
the split in responsibilities was RATES AND CLOSING TIME: $275 per line, minimum charge $11 00 Cash with order Figure all cap
necessitated by "increasingly bur- lines (maximum-two) 30 Zetters and spaces per Ime; upper & lower case 40 per line Add two lines for box
densome government regulations" number Rephes aTe forwarded daily Closing deadlme Copy zn wntten form in Ch:cago office not later than
along with Increased values at noon, Monday 7 days precedzng publication date Published every other Mondav Display classifted takes
risk due to inflation and the com- rate of $2350 per column inch, card discounts on size and frequency Mail ads to Business Insurance classi-
pany's "expanded investment in fted dept., 740 N Rush St., Chicago, Illinois 60611.
inventories and property " Mr
Dischinger reports to the treas- HELP WANTED
urer He comes to Holly Sugar
from Del Monte Corp, San Fran-
cisco, where he served as man- RISK

ager of corporate insurance for
our classified section

INSURANCE GROUP INSURANCE MANAGER
eight years. ADMINISTRATOR

gets results... Large suburban Chicago company seeks a knowledgeable administrator for
***

Large Fortune 500 company their group insurance programs In addition to directing a full claims de-
Del Monte Corp, San Francisco, with Chicago Loop head- for more Information partment the manager will be responsible for evaluating the cost effectiveness

named Jerry G. Sullivan to the quarters is expandmg its
Corporate Insurance Depart- of the programs and developing alternative plans where appropriateposition of manager-insurance di- ment and has an opening for about placing

vision to replace Mr. Dischinger The ideal candidate would have a graduate degree and continuing educationan Insurance Administrator

Mr Sullivan reports to the assis- We prefer you have at least toward CLU, CPCU or Associate In Risk Management In anticipation of
tant treasurer-insurance and risk several years experience in classified ads

broader future responsibilities, a background tri both group and risk man
Risk Management or related

managemet. His responsibilities in- insurance experience The agement,s desirable Experience could have been gained with a major
clude property/casualty, marine conta ct

qualified candidate's duties corporation (the most likely) or with an insurer or major broker
and workers' compensation cover- will mclude policy and con-
age plus self-insured risks Before tract review and analysis, al- Celia Malouhos Contact Hall Leeper

location of premium, and
ths appointment, Mr Sullivan was Keating Grimm & Leeper, Incloss ad]ustment The salary
manager of safety for Del Monte in this position is excellent BUSINESS INSURANCE 540 Frontage Road

William Larson was named to fill and includes exceptional Northfield, Illinois 60093

benefits, plus genuine ad- 312-446-8850
that position Prior to that job, Mr

vancement opportunity
740 Rush St.

Sullivan was manager of the in- Please send resume with sal-
surance claims section Mr Larson ary history ill confidence to Chicago, Ill. 60611

previously was administrative as- Box 670, BUSINESS INSURANCE

740 Rush St , Chicago, Ill 60611sistant, Industrial relations, U S Phone: (312) 649-5275
An Equal Opportunity Employer The JOHNS-MANVILLE CORPORATION

production at Del Monte before

his promotion to manager of has the following position available at our
safety. DENVER, COLORADO HEADQUARTERS

***

LTV Corp., Dallas, lected Wal-
/ 4\,

ter E. Meyer, 43, to vp-personnel, PRODUCT LIABILITY MANAGER-
a newly-created position Mr. MANAGER
Meyer formerly was director of

Investigate this opportunity If you've got what it takes to meet
CORPORATE INSURANCE

corporate personnel operations at the challenges of the recreational vehicle industry Respon.
Xerox Corp, Stamford, Ct In his

We need an experienced risk and insurance management executive whose
sibilities include administration of corporate policies govern-

new Job, Mr Meyer will focus on
direct responsibilities will include· analysis of risk, recommendation of

ing product safety and product liability claim activity, re- appropriate level of risk retention and administration of insurance programsincentive builders such as benefits, sponse to interrogations, chairman of product prevention, etc
management succession, career Should have several years of experience with corporate liability for domestic subsidiaries and divisions Will also assist In management of

path planning, equal employment insurance claims processing Prefer legal background This is international insurance programs Position reports to Director of Insurance

pportunity, compensation and an excellent, responsible and challenging position. Prefer candidate with at least 3-5 years of industrial corporate insurance
Write today enclosing a resume of education and experience experience with prior casualty claims background Applicant should also'overall people development," ac-
to Manager of Salarted Personnel have management and supervisory exposure either as manager of total

:ording to an LTV spokesman
program for smaller company or as an assistant in larger organizationMr Meyer will report to the pres-
BA/BS required in Risk Management, Insurance, Business Administration,ident and chief operating officer

No one has been named to replace
Finance, or Law

him at Xerox Mr. Meyer's prior Salary commensurate with background and experience Interested candidates
should forward resume including salary requirements toexperience includes serving as di-

rector of industrial relations for a

division of Litton Industries Inc. THE JOHNS-MANVILLE CORPORATION
He also was in personnel manage- Harley-Davidson

P.O. Box 5108 Denver, Colorado 80217
ment at Lockheed Aircraft Corp P.O Box 653, Milwaukee, Wisconsin 53201 Attention: C.E. Fryand Douglas Aircraft Co

An Equal Ooporwniv Emplover M/f
*** j, An Equal Opportunity Employer

-Brown & Williamson Tobacco



Even the best commercial fire policy around can't
pay your employees or your on-going bills when
disaster pulls your earnings out from under.

And it can't help you keep operating so your loyal
customers stay loyal customers.

Our new combined Blanket Earnings and Extra
Expenses policy can.

Weil reimburse you for earnings lost while your
business is disrupted and for at least 30 days after
you reopen. You can add up to 360 days if needed.

We'll cover the expense of setting up a temporary
operation from your present quarters or new location
nearby if it's possible.

Otherwise, we foot the bill to expedite repairs.

4

Even if it means overtime. Because the sooner you
get back in business the fewer customers you lose.

We've also done away with the old bugaboo, the
standard co-insurance clause.

And we were the first company to offer such broad
coverage for any number of locations under one
policy with one limit, making it an ideal remedy for
claims headaches.

It's exactly this sort of sound insurance idea that's
been keeping us going strong since before
the Civil War.

Call an independent agent for The St. Paul about
our new combined Blanket Earnings and Extra
Expenses coverage today. He's in the Yellow Pages.

5*
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THE ST. PAUL
COMPANIES

<
Serving you around the'world. . gound the clock

St. Paul Minnesoh 55102

St. Paul Fire and Marine Insurance Company, St. Paul Mercury Insurance Company, The St. Paul Insurance Company.



6 canhelpkeepastranger
outofyourboardroom

If an active prircipal dies and your firm cannot gurcnase
his shere, h.s hz irs may sell to a stranger.

You may not Like the stranger. And he may not like you.
Or sometairg even worse. Thz family might put an-

other tamily mzmber into a management role
1

Such even:s produce conflicts chat .an destroy a bust-
ness. Confacts of goals, strategies, values, management
philosophy, life-style.

Ar.d all c a =ice wher the loss is creating other pres-
sures. Unczrtzintv among key accounts. Tighter bank

credir. Pressure frum creditors, and competitors. Low em-
p:cy€e morale. Loss of management skills. Loss )f profit.

A Con:inental Assurance "Business Buy Out life in-
surar.ce plan prctects hzirs. stockholders, employees. It
pu-s a v due on ihe holding and provides the money to
buy it.

It cannot save the heaitache. But it may save the
business

Estate and Business Planning Services

Continental Assurance Company
INSURANCE FROM

CNA
See Your Incependent Agentor the Con,ine,tal,t's wance sales offic: :isied in che blbw Pages (


