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Florida Supreme Court
upholds 1986 reform law
TALLAHASSEE, Fla.-The

Florida Supreme Court last week
upheld most sections of the state's
controversial tort reform and in-

surance rate regulation law.
The law, passed by the state Leg-

islature last June over insurance

industry objections, called for a
rollback of liability rates to 1984
levels, authorized the formation of
a property/casualty joint under-

Continued on next page
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Employees demand more
from benefit plans: Survey

By ALISON KITTRELL

Demographic and economic trends are changing the attitudes and employee
benefit demands of the American workforce, according to employee benefit
managers.

A majority of the employee benefit managers who responded to a recent
Business Insurance survey agreed that loyalty to employers is lower than in
previous years and that the increase in two-worker families is changing what
employees seek in their benefit packages.

The benefit managers were evenly split, however, over whether the influx of
women, per se, into their workforces has changed employees' benefit re-
guests.

"Employees are more demanding-more aware of their benefit package in
comparison to other companies' benefit packages," said the corporate benefits
manager for a manufacturing company with 2,300 U.S. and 1,200 international
employees.

Fifty members of the Business Insurance Employee Benefit Board responded
to a survey on the effect of workforce changes. The survey asked the benefit
managers to examine their employees' attitudes and employee benefit requests
in light of several trends identified by social scientists as significantly changing
the American workforce.

Those trends include:

• Employees are exhibiting less loyalty to employers-and are less likely to
spend their entire careers with one employer-than were employees in previous
generations.

Social scientists attribute this phenomenon in part to increasing technology.
Workers who possess such skills are courted by several employers and are able
and willing to shop around for the best deal. And, if a better offer comes
along, they are likely to take it.

In addition, the experts say, the recent increase in acquisitions and mergers,
as well as recent layoffs in many industries, leave employees feeling less confi-
dent that their employers can give them lifelong security.

Continued on page 37

Mandated health benefit legislation
.*ould force employers to improve plans

Page 3

'What we hope it will do is
to break up Wellington,'

says plaintiffs' attorney Fred
Baron. 'This is not a bluff

lawsuit. We're going for it.'

PITTSBURGH Calling efforts by the Asbestos
Claims Facility a "sham" and "irrational," and
claiming that the facility violates antitrust laws,
a lawsuit financed by asbestos plaintiffs' attor-
neys is seeking to break up the facility.

The suit, a class action filed April 15 on behalf
of all current and future asbestos claimants, ac-
cuses the facility and its members of unlawfully
combining to eliminate competition in settling as-
bestos cases and to impose
arbitrary limits on mem- 1
bers' liability and costs.

The suit, filed in U.S.
District Court in Pennsyl-
vania, seeks a ruling that
the facility and its mem-
bers have unlawfully con-
spired to restrain trade
and have engaged in boy-
cotting, price-fixing and
monopolistic practices
with respect to its settlement and defense efforts.

In addition, the lawsuit, which does not seek
monetary damages, asks the court to dissolve the
facility, which was created under the Wellington
Agreement.

"What we hope it will do is to break up Wel-
lington," said major asbestos plaintiffs' attorney
Fred Baron, with the Dallas firm of Baron &
Budd. "This is not a bluff lawsuit. We're going for
it."

The plaintiffs named in the lawsuit are five
persons allegedly injured from exposure to as-
bestos and asbestos products produced by facility
members and the representative of an individual
who died allegedly from an asbestos-related dis-
ease. All have cases pending in state or federal
court in Pennsylvania.

However, the suit also was filed on behalf of a

proposed class of an estimated 50,000 persons
with pending asbestos claims and all future vic-
tims, projected to number in the tens of thou-
sands.

Named as defendants are the facility and its
current 51 asbestos producer and insurer mem-
bers.

The lawsuit charges: "Far from serving the in-
terests of the parties, the courts, and the public in
the fair and expeditious resolution of asbestos
health claims, the Wellington facility has shown

itself to be an industrial

combination deploying its
members' combined eco-

nomic power in the service
of their collusive self-in-

terest and for. . .unlawful

anti-competitive pur-
poses....

"The Wellington Facil-
ity and its members have

- engaged in concerted ac-
tion to eliminate competi-

tion in the disposition of asbestos health claims so
as to thwart the recourse and remedies provided
by law to asbestos victims and to impose arbi-
trary limitations on the liabilities and costs in-
curred by the defendants with respect to as-
bestos health claims," the suit contends.

The suit alleges that contrary to claims by the
facility, the facility has reduced the number of
claims resolved rather than increasing them.

Last week, the attorney for the plaintiffs, Elihu
Inselbuch, said it was discovered that the facility
reduced the number of settlements through re-
search of 10-K reports filed with the Securities
and Exchange Commission. The research centered
on one facility participant that listed filings and
dispositions of cases before and after the facility
was established.

Continued on page 44

Occupational disease bill
could cost firms billions

By ROBERT A. FINLAYSON

WASHINGTON-Employers could be held li-
able for billions of dollars in additional workers
compensation and toxic tort claims and employee
medical costs if legislation pending in Congress is
enacted as expected.

The legislation, known in both houses as the
High Risk Occupational Disease Notification and
Prevention Act, would require employers to no-
tify current and past employees who are or have
been exposed to hazardous substances in the
workplace that they should seek medical testing
to determine whether that exposure has or is
likely to result in illness or disease.

The legislation, which is on a fast track in both
houses of Congress, would require that both cur-
rent and past employees-going back at least 30
years-be notified individually.

The legislation also would require employers to
pay for the medical screenings of hundreds of
thousands of employees and provide alternative
employment for those employees who are at risk
of injury from the substances identified as haz-
ardous by a proposed federal Risk Assessment
Board.

And, the legislation would prohibit employers
from discriminating against employees or job ap-
plicants who are determined to be at risk.

Some businesses are so convinced that the leg-
islation will pass that they are publicly support-
ing it in order to have some influence over its
final form.

But, many groups representing employers and
the insurance industry are extremely concerned
that the legislation, in any form, would increase
both tort and workers compensation liability, as
well as health care and personnel costs.

"This bill could literally wipe out all of the tort
reforms enacted in the states in the past few
years," asserted Thomas A. O'Day, associate vp
with the Alliance of American Insurers.

Mr. O'Day also noted that the legislation
"really calls for lifetime monitoring of people. It
turns the workplace into a national health sys-
tem."

"When you put this bill in the current climate
of lawsuits and reduce causation requirements in
product liability lawsuits, you are literally
throwing kerosene on a roaring fire," observed
Victor Schwartz, counsel to the Product Liability

Continued on page 10
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update Court rules firm can recover
Florida tort reform law upheld
Continued from prevtous page

for pollution to its own land
writing association and included a package of tort reforms

By STEPHEN TARNOFF third-party property," noted Summit attorney Arthur
In the ruling issued last Thursday, the court affirmed most of an S Goldstein of the Roseland, NJ, firm of Kimmelman,

October 1986 decision by Leon County Circuit Judge Charles E NEW BRUNSWICK, N J -The state's public policy Wolff & Samson "That's what makes this case
Miner upholding most of the law to preserve the environment overrides an insurance unique "

The court also sustained Judge Miner's decision to eliminate a policy exclusion that prohibits a policyholder from re- The insurer plans to appeal the decision, said Lib-
requirement in the law that insurers retroactively pay rebates to
policyholders Judge Miner had ruled that these rebates could be

covering the costs of cleaning up hazardous waste on erty Mutual attorney Frank R Cinquina of the Living-
its own property, a state court Judge says ston, NJ, firm of Schwartz & Andolio

required only on policies written or renewed after July 1,1986 Middlesex County Superior Court Judge Joseph Sa- Mr Cinquina said it was the first case he was aware
Overruling Judge Miner on one point, the court also voted as dofski ruled that real estate developer Summit Associ- of in which a court ruled that public policy to preserve

unconstitutional a section of the law that provided for a $450,000 ates Inc could recover cleanup costs from Liberty Mu- a clean environment overrides an exclusion for damage
cap on non-economic damages to plaintiffs tual Fire Insurance Co under a special multiperil to property owned by the policyholder

Reaction to the Supreme Court ruling was mixed policy, even though the policy contained a specific ex- "We don't feel this exclusion ts against public pol-
Florida Insurance Commissioner Bill Gunter praised the deci-

sion, calling it a "victory for Florida's insurance consumers "
clusion for damage to property owned by the policy- icy," Mr Cinquina said
holder The case involved property Summit had purchased

Stephen Masterson, executive director of the Tallahassee-based Judge Sadofski ruled in favor of Summit because of from Edison Township, NJ, which previously had
Academy of Florida Trial Lawyers, said he was pleased with the the strong public policy, stated in a state statute, been used as a sewage treatment facility Summit was
decision throwing out the cap on non-economic damages, but dis- favoring the cleanup of hazardous waste sites not informed when lt purchased the property that any
appointed that the court did not strike down a provision that limits In addition, Judge Sadofski ruled the pollution was portion of the treatment facility remained buried at
joint and several liability in some cases sudden and accidental, and therefore the pollution ex- the site, Judge Sadofski noted in his opinion

"We are pleased that the Supreme Court kindicated our view of clusion clause in the policy did not preclude coverage Summit also had no notice of any sludge located on
certain important segments of the act, notably by holding the re- for Summit the property or knowledge that hazardous substances
bate provision for certain commercial liability insurance policies to He also found that the "occurrence" of the property were buried on the site, according to the court
be unconstitutional," said Craig A Bernngton, general counsel for damage took place during 1983-when Liberty Mu- In July 1983, workmen discovered a sinkhole from
the American Insurance Assn "We believe that the court should

tual's policy was in effect-because that was when the which a dark liquid was seeping It was determined
have gone further and as we examine the opinion in detail, we will damage to the property was manifested that the liquid contained several hazardous sub-
be considering the opportunity to ask the court for a rehearing " As a result of the decision, Summit can recover stances

Audit rips RTD claims manager
$596,200 from Liberty Mutual, Including $438,600 for Summit subsequently was ordered by government
its cleanup costs at the site and $157,600 m preludg- agencies, including the Edison Township Health De-

LOS ANGELES-The Southern California Rapid Transit District
ment interest and attorneys' fees, Judge Sadofski partment, to remove the substances Approximately
ruled 150 tons of sludge and 50,000 gallons of liquid waste

board voted Thursday to fire Leonard J Russo Insurance Services "It's the first time there has been any ruling in favor were removed from the property between July 28 and
Inc after an auditor of the claims administrator reported lt found of the insured where there has not been damage to Continued on page 46
hundreds of mismanaged accident and inlury claims that cost the
district between $16 million and $24 million over the past two
years

The auditor, Torrance-based Fisher & Associates Ad]usters, said Health care Investors pursue
chronic understaffing at LJR Insurance Services resulted in a huge
backlog of claims, missed deadlines, inadequate investigation of
claims, improper settlements and inefficient use of defense counsel consultants Mission American

"The performance of the LJR Insurance Services office dedi-
cated to the administration of the RTD claims is not as pro-
fessional and cost-effective as it could be, or should be," the

switch firms By STEVE TARAVELLA

auditors concluded Further, "the supervision and handling of liti- By DONNA DiBLASE LOS ANGELES-California regulators are working to avoid
gation is often less than superior to industry standards common to liquidating Mission American Insurance Co as state guaranty
the Los Angeles area " CHICAGO-Coopers & Lybrand's funds pay claims filed by Mission Insurance Co policyholders

The auditor noted that while LJR Insurance Services is making a Actuarial, Benefits & Compensation Mission American, which has written no new or renewal bum-
good-faith effort to handle claims against the RTD, the administra- Group is picking up key health care ness since Jan 30 but continues to pay claims, has been under
tor is continuing to lose ground in closing more files than are consultants from William M Mercer- state conservation for about two months Its subsidiary MIC was
opened The auditors predicted that "by the end of the year, the
situation could literally be out of control "

Meidinger-Hansen Inc ordered hquidated Feb 24
Two months after the merger of Wil- Since taking over Mission American, the California Insurance

The RTD board decided to retain LJR Insurance Services for five liam M Mercer-Meidinger Inc. and Department has met chiefly with two groups interested in ac-
months beyond the July 31 expiration of its current contract to give A S Hansen Inc, three key Hansen quiring Mission American's assets/operations Kramer Capital
the district more time to find a new claims administrator

health care consultants have joined Partners, an investment team spearheaded by East Coast finan-
Paul Braun, vp of claims administration for LJR Insurance Ser- the Actuarial, Benefits & Compensa- cier Don Kramer that Includes General Electric Credit Corp,

vices, said he disagrees with the auditor's conclusions but that he tion Group of the New York-based ac- and investors represented by Martin J Whitman of New York
could not respond to specific allegations because he has not seen counting firm of Coopers & Lybrand, that hold more than 50% of Mission Insurance Group's unsecured
the audit which is committed to strengthening debt Mr Whitman lS chairman of a recently formed committee

"We've done a good job in responding to the existing contract," its health care consulting practice. of MIG creditors
Mr Braun maintained And, more Hansen consultants are The department has been represented in negotiations by Karl

Mr Braun also denied that the firm was fired "They are asking expected to join Coopers & Lybrand, Rubinstein and William S Price, the two men appointed to take
for additional services that our contract doesn't address," he said said Ned Strain, a senior consultant at over the legal and managerial functions, respectively, of MIC and

The firm plans to bid on the new contract, he added Coopers & Lybrand He could not Mission American, and by Insurance Commissioner Roxani M

Stricter benzene controls eyed
specify how many Gillespie

The new Coolers & Lybrand consul- "It's moving along, and everybody has a desire to see it come to
tants are Joseph Rosmann, formerly a

WASHINGTON-The current federal standard for workplace ex-
fruition I'm very encouraged, but you never know until you sign

senior principal consultant with Han- the dotted line," Mr Price says
posure to benzene vapors puts workers at risk of developing leuke- sen, Donald Penn, formerly a principal He says negotiations are "too preliminary" to discuss details of
mia and a rare form of bone cancer, says a study by the National consultant with Hansen, and Jeannie the proposal
Institute of Occupational Safety and Health Wodarczyk, formerly a group actuary Kramer Capital is attempting to acquire selected Mission

The study may be used to support a proposal by the Occupational Continued on page 46 American assets and the right to renew its policies, sources close
Safety and Health Administration to lower the standard for work- Cont:nued on page 4
place benzene levels to 1 part per million from 10 ppm

NIOSH investigators studied rubber industry workers in several
U S manufacturing plants and concluded that workers exposed to inside
benzene at the 10 ppm level are three times more likely to develop
leukemia and four times more likely to develop multiple myeloma,
a form of bone cancer, than workers not exposed to the chemical 40 This week's editorial agrees that all Amencans should

Officials with the American Petroleum Institute say the worker have access to the health care system, but does not departments
population that NIOSH studied was exposed to benzene levels sig- endorse Sen Edward Kennedy's efforts to force all em-
nificantly higher than the 10 ppm standard As a result, API offi- ployers to provide group health care benefits PAGE 8
cials say, NIOSH cannot conclude from the study that the 10 ppm

A.R.M. exercises 28

Classifieds 42
standard lS unsafe a,0 The insurance industry shouldn't resist analysis by the Comings & goings: industry

However, API officials say they will not oppose the imposi-
15

Federal Trade Commission, industry leaders wam at the Insurance services guide
tion of a 1 ppm standard, if OSHA will specifically state that

...........46

51 st annual Chicago Insurance Day PAGE 14.
workers exposed to benzene at this level are not at risk of de- Legal briefs..................................................... ...28

veloping cancer Such a statement, they hopes would immunize
Letters

;00 The property/casualty Insurance industry is on the London 16
employers from workers' claims that they contracted cancer as a road to recovery-but it has a long way to go, says a new Markets........ ................................... .... ...... 18
result of exposure to benzene at the 1 ppm level report from the Insurance Services Office PAGE 20 Opinions................ ................ 8

General Dynamics loses fight
Perspectives 07

a••• Combining 401(k) and cafetena plans is a good idea, Products & services.............,............................. 34

WASHINGTON-The U S Supreme Court ruled last week that
say Raymond C. Linstrum. president of CIGNA Em- Speaking out.............................................................27
ployee Benefits Services Inc and Laura B Reale, assis-

St Louis-based General Dynamics Corp could not deduct from its
Ticker 47

tant vp-marketing at Connecticut General Life Insurance Washington 09

federal income taxes reserves for incurred-but-not-reported claims Co., in Perspective PAGE 27 Worldwide 91
under its group health insurance plan

Overturning decisions by the U S Claims Court and the Fed- ,·0 Fiberglass manufacturers dispute allegations that
eral Circuit U S Court of Appeals, the high court ruled 6-3 that their product could cause cancer PAGE 33 Vol 21, No 17-Business /nsurance (ISSN 0007-6864) is published weekly
General Dynamics' estimate of liability failed the "all-events" test al 740 N Rush St, Chicago, 1 60611-2590 Second-class postage ts paid

The "all-events" test provides that an expense is deductible if &* A malpractice insurance facility including a Vermont at Chicago, 111, and at additional malling ottices Postmaster Send address

all events have occurred that determine an employer's liability changes to Business /nsurance, Circulation department, 965 E Jefferson
risk retention group and a Bermuda-based rensurer ts Ave,Detroit, Mich 48207, 313446-1611 Copynght 1987 by Crain Commu-

Continued on page 45 being organized by attorneys PAGE 45 nications Inc
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Health care plan mandate
may force benefit redesign
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By JERRY GEISEL tal, well-baby or child preventive care
The annual out-of-pocket expense for covered ser-

WASHINGTON-Legislation currently being pre- vices could not exceed $2,000 per year for individuals,
pared that would require employers to offer group while employees could not be asked to pay more than
health insurance coverage could force most companies 20% of the annual premium
to redesign their employee health care plans to comply Finally, coverage would have to be extended to t,7

with the mandate, experts say part-time workers, currently defined in the outline
That legislation, to be introduced next as those working at least 17 5 hours a

month by Senate Labor and Human Re- week

sources Committee Chairman Edward By contrast, employers currently often

*

Kennedy, D-Mass, would mandate that require employees to work at least 20 to
-

employers offer a "minimum, bare- 25 hours a week before they will provide 1-
bones" plan them with health benefits

The legislation had been expected to In total, the minimum benefit package
be introduced in March, but was delayed described lit the outline "would exceed

to enable Kennedy staffers to gain more what a large portion of ma]or companies Annual reports boastinput from various interest groups are now offering," says Mark Ugoretz,
Sen Kennedy says employers should executive director of the ERISA Industry

be required, as a condition of doing busi- Committee, a Washington-based benefits
ness, to offer a health care plan that pro- lobbying organization representing large

of insurers' recove ry
tects employees from catastrophic health

· care expenses

employers
"This would hardly be a minimum By JAMES M. BURCKE

But while Sen Kennedy says such a s "' plan," Mr Ugoretz adds
plan would not have to offer "Cadillac- "The label 'minimum plan' really does The times-they are a-changin'
type" benefits, his staff has circulated Sen. Kennedy says

not fit I would call it a mandatory plan," Two years ago, property/casualty insurers' 1984 annual reports
proposals that call for a minimum man- points out James Klein, manager of pen- were filled with apologies from chief executives to shareholders for
dated plan that would be far more gener- employers should be sions and employee benefits at the U S lackluster earnings caused by a competitive market, and the offi-
ous than plans now offered by many em- required, as a condition Chamber of Commerce in Washington cials resolved that rates would be increased (BI, Apnl 27, 1985)
ployers of doing business, to However, aides to Sen Kennedy say This year, the insurers are celebrating record earnings and even

For example, according to the most re- offer a health care plan the outline is ]ust that, noting the actual are conceding that, after two years of steep increases, premium
cent outline of the proposal available, legislation could differ rates are now adequate, at least for some lines of commercial insur-
annual health care deductibles for hospi- "The numbers could very well change ance

tal and physician services could not ex- These (benefit levels and deductibles) are But, some executives also warn of pending rate competition
ceed $150 per person or $300 for family coverage initial ballpark estimates," says Paul Donovan, press "It is a pleasure to report a yeai of record earnings for The Chubb

By contrast, employers increasingly are requiring secretary of the Senate Labor and Human Resources Corp," begins that insurer's 1986 annual report "Our property and
deductibles of at least $200 per year for individual Committee staff. casualty group, making the most of a period of cyclical recovery for
coverage, benefit consultants say "We are not wedded to a particular set of numbers," which it was well-positioned, was responsible for this dramatic im-

In addition, according to the outline, copayments for Mr Donovan adds provement "
covered services could not exceed 20% However, no And, backers of the concept say the goal is to man- Continued on page 47

- copayments or deductibles could be applied to prena- Contznued on page 39

' NAIC proposal would gut Grand jury, Florida regulators
Risk Retention Act: RIMS probe truck insurance program

By MEG FLETCHER By MICHAEL BRADFORD Mr Beck did not respond to telephone messages left

at Transportation Services' Destin office
LEXINGTON, Ky -Proposed amendments to the National Assn PENSACOLA, Fla -A federal grand jury will hear In an application and affidavit for a search warrant

of Insurance Commissioners' model risk retention law would un- testimony Tuesday concerning an alleged illegal insur- served March 30 on Transportation Services' office,
fairly give states more control over risk retention groups, some ance operation that may have left hundreds of truckers the Federal Bureau of Investigation claimed that the
insurance buyers' representatives contend nationwide without insurance company was promising trucking firms liability insup-

44This model bill does nothing less than completely gut the Risk An attorney for Destin, Fla -based Transportation ance for "a significantly lower monthl> lee per trac-
Retention Act, contrary to the letter and spirit of the law and the Services Inc confirmed that officers of the company tor than it was currently paying or expected to pay"
intent of the U S Congress," said Jon Harkavy, director of govern- would appear before a grand jury in Pensacola that and issued certificates of insurance that indicated
mental affairs for the Risk & Insurance Management Society will hear testimony concerning whether the company coverage was in place when it actually was not

Mr Harkavy made his remarks at the NAIC's sprmg zone meet- illegally sold insurance or acted as an insurance agent The FBI also indicated in its affidavit that Mr Beck

ing, held April 12-15 in Lexington, Ky In addition, the Florida Department of Insurance has "claimed to be an agent for, owner of, or in control of'
In response to his criticism, the NAIC appointed Mr Harkavy and served a show-cause order to James F Beck, who lS four other companies that were "utilized In the opera-

two other vocal opponents to the amendments to the model law to listed as president of Transportation Services, request- tions of TSI "
an NAIC advisory group that will draft the final version of the ing him to appear at an informal hearing Thursday at The FBI listed those companies as
amendments prior to the NAIC's national summer meeting in June the department to answer those same charges • Reid Transportation Inc with an office in either
Another four or five appointments to the group will be made later The department alleged in its order that Transporta- Mitchell, Ind, or Destan, or both

David Thornberry, a member of the Texas Board of Insurance tion Services and Mr Beck began offering property • Mid-South Freight of Texas Inc with offices in
who chaired the meeting, said an advisory group had not been ap- and casualty insurance through an advertisement in a San Antonio, Texas, and either Huntington Beach,
pointed because regulators felt pressured to develop a model risk trucking industry trade magazine in 1986 When con- Calif, or Destin or both
retention law after the Risk Retention Act was expanded last fall tacted by trucking companies, Mr Beck and others • B&B Inc in San Antonio or Huntington Beach

Mr Harkavy termed "draconian" a proposal that a risk retention violated the state's insurance code by collecting premi- • R E Thomas Trucking Inc in Saugus Calif Wal-
group be required to work through a licensed agent or broker in ums and issuing coverage binders and insurance certif- nut, Calif, or Destin
each state where a member is located, and not merely where the icates without a license, the department charges While investigations into Transportation Services'
group is based This requirement creates a "needless overhead cost" The Florida department also has talked with regula- business are ongoing, sources indicate that dozens of
that "doesn't come cheap," he said, because each producer may ask tors in Oregon, Texas, Indiana, California, Illimois small to medium-sized trucking companies-and hun-
Ior a commission of as much as 15% of the premium and North Carolina, which are among the states where dreds of trucks-ma> be without cargo and liability

Continued on page 30 Transportation Services allegedly operated (BI, April insurance as a result of the operation
- 6) Continued on page 12
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Profits more than insurers say: GAO
-. *354 -

By DEBORAH SHALOWITZ
-Anderson, assistant comptroller general for general

government programs at the GAO, added that "data
WASHINGTON-A new government report that says for 1986 shows that the underwriting cycle has turned 8;

the property/casualty insurance industry made more and is now moving in a positive direction "
than $80 billion in profits during the last decade gives The GAO study, the final version of which will be
new ammunition to critics who say the Industry's released soon, "indicates that insurance companies

billion from 1976 through 1985 This figure is based on 1ty and medical malpractice insurance," said Rep

claims of financial distress are exaggerated were making billions of dollars in aftertax profits
The report by the General Accounting Office says the while suggesting they had to drastically raise premi-

industry generated total aftertax income of $81 1 ums because they were losing money on general liabil-

GAO calculations that the Industry had investment in- James Florio, D-N J, chairman of the subcommit-
come of $1443 billion, underwriting losses (based on tee
undiscounted reserves) of $64 8 billion and federal in- "If the insurance industry has been profitable, what
come tax credits totaling $1 6 billion is the justification for the huge rate increases of the

The GAO also reported that the insurance industry's last two years?" asked Rep Florio "If current insur- /

average return on net worth has been comparable to ance supervision is adequate, why lS American busi-
that of other industries ness being crushed under huge rate increases that

Testifying last week on the GAO's findings at a have questionable Justification?
Photo Deborah Shalowitz

hearing of the House Subcommittee on Commerce, But some industry observers-including a noted in_ William J. Anderson, assistant comptroller general for general government
Consumer Protection and Competitiveness, William J Continued on page 6 programs at the GAO, presented the report before a House subcommittee.



4 / business insurance, April 27, 1987

Mission insurers
Continued from page 2
to the negotiations say. If it does
so, the Whitman group has ex-
pressed interest in becoming an in-
vestor. With additional capital,
Kramer Capital might purchase all
of Mission American.

The Whitman group previously
said it could infuse up to $50 mil-
lion into Mission American (BI,
Feb. 16). Kramer Capital officials
would not return phone calls last
week.

Mr. Price would not say whether
additional proposals are pending.

"When you're negotiating, you
have to keep all your cards face
down on the table," Mr. Price says.

Meanwhile, claim payments to
Mission Insurance Co. policyhold-
ers are well under way at many
state guaranty funds. MIC and the
four of its subsidiaries that also are

in liquidation face about 24,000
claims nationwide, according to
Mr. Price's estimates.

About half of that amount-some

13,000 claims, mostly under work-
ers compensation policies-are
being processed by the California
Insurance Guarantee Assn.

CIGA has done "an outstanding
job," Mr. Price says, noting that it
began paying claims within one
week of the Feb. 24 liquidation
orders.

To assist it, CIGA recently re-
tained two adjusters in Los An-
geles-International Surplus Ad-
justing Services and GAB Business
Services Inc. Despite its size and
complexity-and partly because of
CIGA's performance-MIC's insol-
vency will be one of the best man-
aged ever, Mr. Price says.

The Florida Insurance Guaranty
Assn., which also began making
claim payments immediately after
the liquidation orders, is now pro-
cessing them out of the former of-
fices of MIC and Mission National

Insurance Co. in Jacksonville, ac-

cording to Bill Whitcomb, exeeu-
tive assistant.

4

"We moved right in and picked
up some of the same employees to
assist us," he says. About five for-
mer Mission employees now are on

the guaranty fund's payroll, he
says. The companies being liquid-
ated reported about $24.4 million
in direct written premiums in Flor-
ida, according to their 1985 annual
statennents.

Many funds in states where Mis-
sion wrote substantial premium,
like Oregon's, report that it's still
too early to say precisely how
much money they will need to re-
spond to claims.

But funds in other states where

Mission wrote less business, like
Ohio's, do not expect the Mission
insolvencies to exceed those pre-
sented to them by either Transit
Casualty Co. or Integrity Insurance
CO.

In California, Mr. Price says
those working on the liquidation
are determined to conduct "a

model liquidation."
"This is a very challenging op-

e

portunity to try to do some good
for everyone," Mr. Price says. He
sees a lot of enthusiasm among
those employees working at MIC
today.

However, some employees work-
ing on the liquidation are con-
cerned about their jobs. "A num-
ber" of MIC's in-house claims pro-
cessors have been laid off and, as
part of the liquidation, more pink
slips are expected in the future,
Mr. Price said, declining to esti-
mate an amount.

Officially, the liquidation team
is still operating under the as-
sumption that MIC and its four
units being liquidated face a net
insolvency of about $520 million,
Mr. Price said. However, others
believe the insolvency will be much
higher.

In the meantime, liquidators are
doing all they can to increase the
flow of incoming reinsurance re-
coverables, Mr. Price said.

"Every little bit helps, but we're
a long ways from home," he says.

0 0
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Here's who o o An agent who
works for one company can only offer you
the policies that his company sells. An Independent
Insurance Agent represents several companies.
So your Independent Agent can help you select
the right coverage at the right price because there
are more policies from which to choose.
The evidence is clear.

\  Ins#Panco j THE MORE-THAN-ONE-COMPANY INSURANCE AGENT.
You'll find the Independent Instrance Agent nearest you in the Yellow Pages,

"The entire process is going to be
long and hard."

But it will have rewards: One in-

surer, Unigard Security Insurance

Co., has tentatively agreed to a set-
tlement of $34 million, plus up to
$25,000 in legal costs, according to
Los Angeles County Superior
Court papers.

This is the largest settlement the
Mission companies have reached
with any company from which it
has tried to collect funds. The

money, to be paid in a lump sum,
would settle liabilities Unigard in-
curred under excess casualty and
quota sharereinsurance agree-
ments between March 1972 and

March 1984.

In that 12-year period, the in-
surer-previously known as Uni-
gard Mutual Insurance Co.-con-
tracted with MIC, Mission

National, Enterprise Insurance
Co., Mission Reinsurance Corp.,
Pacific Reinsurance Management
Corp., Holland-America Insurance
Co. and Holland-America Lloyds.

Settlement discussions have been

ongoing for months, which may
explain why Unigard was not a
named defendant in the depart-
ment's December 1986 lawsuit

against some 145 companies that
allegedly had not paid MIC more
than $200 million in reinsurance
bills.

The settlement is conditioned

upon two things, according to Ray-
mond B. Jue, a California deputy
attorney general.

First, Judge Ricardo Torres must
rule on whether the legal proce-
dures used to arrive at the settle-

ment were correct. He was ex-

pected to approve those procedures
at a hearing last Friday.

Second, Missouri and Texas reg-
ulators must concur with the

agreement, since they each regu-
late one of the settling insurers,
Holland-America and Holland-

America Lloyds, respectively.
Both states were reviewing the

settlement late last week and had

given no indications that they
would oppose it, says Dana C.
Brooks, a Los Angeles attorney
working on the liquidation.

"We're very hopeful that they'll
agree with us; it's a very reason-
able settlement," says Ms. Brooks,
who practices with Hennigan &
Mercer.

Unigard Chairman Richard S.L.
Roddis declined to comment until

the agreement is consummated. He
referred calls to an executive at

John Hancock Property & Casualty
Holding Co.-Unigard's Boston
parent-who also declined to com-
ment.

Two of the MIG units participat-
ing in the Unigard settlement,
PRMC and MIC, also won a legal
victory earlier this month.

U.S. Appellate Court Judge Ed-
ward C. Reed Jr. ruled April 10
that the U.S. District Court for the

Central District of California was

acting within its authority when,
earlier this year, it appointed an
umpire in an arbitration of dis-
putes between PRMC and MIC and
insurers that sued to rescind rein-

surance and management contracts
with them.

The District Court appointed re-
tired General Reinsurance Corp.
executive William C. McIlwain Jr.

as umpire after the two parties
could not agree on one after five
months; five of the 12 agreements
at issue contained no provision for
selecting a neutral umpire. The in-
surers, led by Ohio Reinsurance
Corp., had objected to the court's
making the selection.

"There's no further question that
we have an arbitration panel that
has all the powers to make this
thing go," Linda Lasley, a PRMC
attorney with Buchalter, Nemer,
Fields, Chrystie & Younger, said
last week.

The panel has scheduled arbitra-
tion in Los Angeles to begin July
13 and continue for five or six

days, she says. Ohio Re's counsel
declined comment. I
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modernmedidne,
he'llnowbe able

tooutlivehis sa®gs.
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Advancements in medicine are helpingAmericans live
longer than ever But not everyone is financially prepared
for alonger life.

Particularly retirees who end up needing expensive
long-term care. Curren® thatt 6 million people.That
number should be 14 million by the year 2020.

Personal savings are seldom enough to paythe cos6 of
retirement health care. And Medicare and Medicaid are only
a partial solution. Companies with retirement health care
benefits also face the problem ofunfunded future liabilities.

Additional solutions mustbe found to address this

retirement health care cost issue thatwill eventually affect
every person, company and institution in our country
Ideas that go beyond traditional products.

4

At NWNL Group, we're developing an employee benefit
program called LifeScope® that would provide for a person s
retirement and working years. What makes the LifeScope
Program unique is its comprehensive approach to providing
benefits. Itismorethan life insurance anda nursing
home policy

Bymanaging the delivery of health care and planning
for future needs, the LifeScope Program can find alternatives
that make health care more affordable, while allowing
individuals to live independently The program's benefits
wouldbe voluntary, flexible and portable.

Many elements of the LifeScope Program have already
been put into place through current NWNL Group benefit
programs. Using our resources as the nationk 10th largest

group insurance company, we will soon be adding
more elements.

To find out more about NWNL Group and the LifeScope
Program, contact Ginny Patrick, NWNL Group, Box 20,
Minneapolis, MN 55440 orcall(612) 372-5784. Because now
is the time to begin solving the problems of providing
health care in the future.

1 NWNL GROUP
Tbe right benejitsfor today
71)e right ideas» tbeji*urd

Sources for statistics: Emplo>Ee Benefit Research Instimte, 1985; National Underwriter, 1986
A division of Northwestern National Life Insuruice Company, Minneapolis, MN (not admitted in the State of NewYork). The North Atlantic Life Insurance Company of America, Jericho, NY (a member of the NWNL Companies).
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opinions

Look befo re you leap
F BELIEVE that all Americans should haveaccess to the health care system, but we are
not ready to jump on Sen. Edward Kennedy's
bandwagon to force all employers to provide health
care benefits (see story, page 3).

We are not convinced that this is the best solu-

tion to the problem of Americans uninsured for
health care.

More information about the uninsured is needed

before the best solution can be crafted.

Based on statistics from the Employee Benefit
Research Institute, about two-thirds of the 34.8
million uninsured Americans in 1985 were em-

ployed or dependents of employees. But, why did
these employees not buy health insurance them-
selves? Could they not afford it? Was it not avail-
able? How many simply chose not to buy health
insurance and to spend their money on other prod-
ucts or services?

Also, we need to consider how effective the
health care continuation provisions of the Consoli-
dated Omnibus Budget Reconciliation Act of 1985
are in providing health insurance to those who
previously lost coverage after leaving a job. How
many more people would have had health care
coverage in 1985 if COBRA had been in effect?

Of the other one-third of the 34.8 million unin-

sured Americans without an employment link, how
many could not afford insurance, how many
couldn't find it and how many simply chose not to
buy it?

Knowing the answers to these questions will help

letters

policy makers develop broader solutions to the

problem of the uninsured. And, the policy makers
tackling this problem should include employers,
insurers and health care providers.

Some possible solutions we suggest, while not an
exhaustive list, include:

• Create a federal income tax incentive for indi-

viduals to buy health insurance by making all
health insurance premium payments tax-deduct-
ible.

• Develop pools, organized by state govern-
ments, to provide coverage to individuals. Struc-
ture the pools to attract commercial insurance
companies to underwrite the coverage.

• Expand health insurance programs for the
poor, financed by general tax revenues.

None of these alternatives would force individu-

als to buy health insurance if they chose not to,
while forcing employers to provide health insur-
ance would have that result. But, if public policy is
to be that all people who can afford health insur-
ance must have it while health insurance for the

poor is subsidized, then why not place the mandate
on the individual instead of the employer?

After these and other alternatives are consid-

ered, it may be that employers, insurers and health
care providers agree that mandated health insur-
ance, coupled with some type of public program, is
needed. The precedent for such a mandate is the
minimum wage.

But, before Congress acts on this issue, we want
to see more analysis and debate.

Some car rental clients receive higher limits
To the editor: Your cover story "Car

rental cover changes drive up employer
risk" (BI, March 9) was more than a bit
misleading about Budget Rent a Car
Corp.'s liability coverage for renters.
Your article did not clearly differentiate
between those renters who have corpo-
rate accounts with car rental companies
and those who do not.

Budget Rent a Car was quoted as of-
fering only the minimum statutory re-

Caption writer
crapped out

To the editor: I knew it! I knew it!

Thanks to Business Insurance, I now

know what I've been doing wrong on my
past trips to Las Vegas.

The picture and caption on page T-4 of
your Vegas supplement (BI, March 23)
shows clearly that I have been playing
roulette at the wrong type of table. For
sure, my luck will change and I have you
to thank.

Richard J. Suglia
Professional Risk Advisors

Independence, Ohio
...

To the editor: I enjoyed your section on
the RIMS conference in Las Vegas. But, I
had to smile when I saw a picture of a
crap table captioned with a comment re-
lating to the game of roulette (BI, March
23). And, in bold letters above the picture
is the statement: "You can't play if you
don't know the rules."

How true!

Kenneth H.W. Earle

Business Insurance welcomes let-

ters from its readers. Please keep
your comments as brief as possible.
We reserve the right to edit letters
for clarity or space. We witt not
publish unsigned Letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush
St.. Chicago, Ill., 60611.

quirement for liability protection. This is
not entirely accurate. For renters who
have a commercial account with Budget
Rent a Car, the liability protection of-
fered is $100,000 for bodily injury,
$300,000 total per occurrence, and
$25,000 for property damage per occur-
renee. This was not conveyed in your ar-
ticle.

The article also implied that all Budget
renters are held responsible for the full
value of the car. This is not true. Renters

with a commercial account with Budget
who do not accept the Collision Damage
Waiver are financially responsible for ei-
ther $2,000 or $3,000 if the car is re-
turned damaged, depending on the ac-
count and provided the Rental Agreement
has not been violated.

Allyson Zedler
Press Liaison

Corporate Communications
Budget Rent a Car Corp.

Chicago

Business shouldn't take blame for COBRA
To the editor: In the article "Aide Says

Business Created COBRA Problem" (BI,
April 6), Phyllis Borzi blames the Con-
solidated Omnibus Budget Reconciliation
Act (an example of ill-advised legisla-
tion), on business for trying to bring the
legislators to their senses.

Too often these days, too much of what
these people vote on they have so little
knowledge of-rather, it's all in the heads
of their "staffers" who got them to vote
their prejudices.

Doesn't Ms. Borzi realize that the 2%

charged by employers is not enough to
cover the cost for most employers, and
that the cost of this is only going to show
up in the products or services rendered
by the company?

Investors are not going to pay for
COBRA, as Ms. Borzi seems to think.

Even though COBRA is a headache to ad-
minister, we benefit administrators will
find a way (after all, we did with the Em-
ployee Retirement Income Security Act;

as poorly as it was drafted).
Ms. Borzi should understand, as other

staffers, that American business may ap-
pear to be a "deep pocket" that can con-
tinually be tapped, but sooner or later
"the piper must be paid."

I suppose that by then the congres-
sional staffers will all either have written

books or will be on some university pay-
roll "doing their thing."

Joseph D. Young
Weston, Conn.

Las Vegas is no place for a convention
To the editor: Thank you for your edi-

torial "Show Town No Town for RIMS"

(BI, April 13). It is about time a journal of
your stature takes an editorial position
about conventions and meetings being
held in that dreadful area, the Las Vegas
"Strip." (No disparagement to the rest of
the city!) /

Several years ago I attended a Profes-
sional Insurance Agents convention there
and, after the treatment accorded me,
made a strong complaint to the associa-
tion and also vowed never to return to

that area of Las Vegas.
Besides the points you already men-

tioned, we found the complete absence of

any semblance of traditional "Western
hospitality." Surliness and rudeness were
evident most of the time.

If one finds gambling distasteful, he or
she might as well be an alien from outer
space.

After three days there we came away
with the feeling that Las Vegas has all the
worst features of New York City (includ-
ing placing your life in jeopardy if you
choose to be a pedestrian) but none of
the many redeeming qualities that make
New York a great city.

S.J. Davidian

Hallmark Insurance Associates Inc.

Fresno, Calif.
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Notification act
Continued from page 1
Alliance and a partner with the
Washington law firm of Crowell &
Moring.

"We are basically talking about
a bill that will have an inestimable

impact on our liability system,"
says James A. Anderson Jr., direc-
tor of government relations for the
National Assn. of Wholesale-Dis-

tributors. "It takes a system that is
already uncertain and furthers the
characteristics of unpredictabil-
ity."

Both proponents and opponents
of the bills, S. 79 in the Senate and
H.R. 162 in the House, say it is
likely that Congress will approve
this legislation by a wide margin,
perhaps as early as August.

While the administration has

threatened to veto the measure,
many Washington lobbyists fol-
lowing the issue say a presidential
veto is unlikely because it would
hand the Democrats a political
club with which to bludgeon Re-
publican candidates in next year's
presidential election.

Final markup of S. 79 by the
Senate Labor Subcommittee is ex-

pected tomorrow, with markup by
the full Senate Labor and Human

Resources Committee set for May
12.

The House Subcommittee on

Health and Safety late last week
was expected to accept and mark
up a substitute bill almost identi-
cal to the Senate measure. That bill

is expected to be reviewed by the
full House Education and Labor
Committee soon.

The legislation's potential cost to
employers is incalculable, because
such a program has never been at-
tempted on such a broad basis, op-
ponents of the legislation say.

"The only thing you can be sure
of about this bill is that whatever

estimate you hear, it's too low,"
asserted Henry Chajet, senior
counsel for the American Mining
Congress.

In making their case against this
legislation, lobbyists for the Alli-
ance and the National Assn. of

Manufacturers point to a pilot em-
ployee notification study spon-
sored by the National Institute for
Occupational Safety and Health
between 1978 and 1981.

In that study, NIOSH notified
800 employees at a chemical firm
in Augusta, Ga., that they had been
exposed to a harmful substance at
work. Subsequently, $335 million
in tort lawsuits were filed against
the employer.

Based on that study, the current
proposed legislation would result
in lawsuits requesting damages of
$ 112 billion during the first year
of the notification program, Mr.
Chajet said.

While many of these claims
probably would be dismissed, the
defense costs alone would be

"staggering," he said.
In addition to the liability that

would be created by the proposal,
opponents of the legislation say the
medical screening and the anti-
discrimination provisions con-
tained in the Senate bill would cost

millions in additional personnel
and benefit costs.

Mr. Chajet pointed out that in
1977, NIOSH said the direct cost of

notifying and providing medical
screenings for the 21 million em-
ployees covered by Occupational
Safety and Health Administration
standards would be $1.5 billion.

"You could easily double that
cost based on 1987 dollars," he
said.

"This bill will drive personnel
costs through the roof and have a
devastating impact on small- and
medium-sized businesses," Mr.

Anderson of the NAW predicted. "I
don't believe the costs can be cre-

dibly estimated, and the bfnefits
are not readily discernable."

"There is a big question whether
business, especially small business,
can afford these costs," agreed

Susan E Spangler, association
director of loss prevention and
can:rol with NAM.

Ms. Spangler claimed thai: the
arti-discrimination provisions of
the bil also pose "a major prob-
len ' for employers. She predicted;
that the provisions would encour-
age employees fired for cause to
charge they were fired because
they were notified they were a
meInoer cf an employee group ex-
pcsed b a harmful substance.

'The burden is on the employer
to prove the employee was not
fired because he or she was a mem-

ber of a population at risk," Ms.
Spangler pointed out.

There are a lot of hidden cosss

and problems wish this bill that
you dor't see when you first look at
it, ' Ms Spangler said. "But when
you lock at it closely, it become.
clear that it would be a bureau-

cratic nightmare, a legal nightmare
and a cost nightmare.'

She also said that the legislation
"c Duld be the final push that con-

vinces a company to go out oY the
country."

Mr. Schwartz said the legislation
must be modified to prohibit any
tort action against an employer
complying with the law.

"If you do not do that, I guaran-
tee the bill will spawn thousands
of tort suits over the next few

years," he warned.
The legislation, if enacted, would

give employees the opportunity to
sue their employer for fail.ng to
disclose a hazardous condition

prior to the time of the mandated
notification, Mr. Schwartz noted.

"There is almost always some
evidence that would support a
claim that an employer knew or
shculd have known of the risk," he
said.

Mr. Schwartz explained :hat
under some state statutes, if an

employer knew of a hazardous
condition but failed to notify its
employees. it is regarded as an in-
tentional act for which emp.oyees
car file tort claims outside the

workers compensation system.
Further, the notifications them-

selves could prompt a huge number
of workers compensation stress
claims from employees and former
Employees who become concerned
that they may contract cancer or
some other long-latency illness,
Mr. Schwartz predicted.

The number of workers compen-
sation claims related to job stress
is climbing, and experts are pre-
dicting that these cases will domi-
r ate the occupational disease field
during the next few years (BI,
March 2).

The entire notification program
is "an invitation to a lot of people
who don't have and never will have

a legitimate claim to come
forward," the NAW's Mr. Ander-
son said.

"Just the cost )f defense will be

enormous," he predicted.
"The biggest zoncern we have

with both bills is the very real pos-
s.bility of liability that will stem
from individual notification,"

M

NAM's Ms. Spangler said.
"The result will be a lot of un-

warranted lawsuits that should not
be filed and that will result in a

great deal of attorneys' fees," Ms.
Spangler predicted.

The Senate bill does contain lan-

guage, which is now under consid-
eration in the House, designed to
prevent employee groups notified
that they are being or have been
exposed to a harmful substance
from using the notifications as evi- ,
dence in tort or workers compen-
sation claims.

But opponents of the bill say
such a provision would be easy to
circumvent, because the informa-
tion contained in the notices is

readily available from other
sources.

In fact, the bill's opponents say
the legislation would create a list
of employees that plaintiffs' attor-
neys could easily obtain and use to
file massive class-action lawsuits.

"That's the thing that makes it so
Continued on facing page



Continued from facing page
devastating," according to Mr.
Schwartz.

"Our American lawyers have
flown to Bhopal, India, to get
cases. Surely they can go down to
HHS," Mr. Schwartz added, refer-
ring to the U.S. Department of
Health and Human Services in

Washington, where a list of em-
ployees that have been notified
would be kept.

Obtaining the list would be as
simple as filing a Freedom of In-
formation Act request, Mr.
Schwartz pointed out.

The federal Risk Assessment

Board that would be established

under the legislation would deter-
mine which employee groups
should be notified.

The board's determination would

be based on clinical or epidemiolo-
gical studies of a particular sub-
stance that indicate workers ex-

posed to the substance are likely to
become ill.

The Senate bill says that the Risk

Assessment Board is to "make

every reasonable effort to notify or
coordinate notification of not less

than 300,000 employees per year."
Similar language now is under
consideration in the House.

The Senate bill says priority
must be given to notifying em-
ployee populations "likely to bene-
fit from medical surveillance or

health counseling."
Each notification would include

identification of: the occupational
health hazard; the disease or dis-

eases associated with exposure to
the hazard; and any known latency
periods from the time of exposure
to the time of clinical manifesta-

tion of a disease.

Notices also would have to in-

clude information on the advis-

ability of seeking medical monitor-
ing; the most beneficial type of
monitoring or health counseling
for the disease associated with the

risk; the name and address of the

nearest occupational and environ-
rnental health center; and an ex-
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'There are a lot of hidden costs and problems that
you don't see when you first look at it. But when
you look at it closely, it is clear that it would be a
bureaucratic nightmare, a legal nightmare and a

cost nightmare,' Ms. Spangler says.

planation of the employee's rights
under the law.

Once the Risk Assessment Board

had selected a group of employees
to be notified, the employer would
be responsible for providing-at no
cost to current employees-any re-
commended testing, evaluation or
medical monitoring if any expo-
sure occurred during the em-
ployee's tenure with that employer.
However, the Senate bill does not

explain who would pay the cost of
screening retirees and former em-
ployees who currently are unem-
ployed.

If the employee was not exposed

UUSUU566 &766-UTUTLCe, tiprll 64,1-36 4 / 11

to the substance at his or her cur-

rent workplace, the employer could
charge the employee for the cost of
testing and monitoring, but only to
the extent that the cost exceeds

what would be paid by the em-
ployee's existing group health care
benefits.

The proposed legislation would
prohibit employers from discrimi-
nating against any employee or ap-
plicant for employment on the
basis that the employee or appli-
cant is or has been a member of

a populatibn determined by the
Risk Assessment Board to be at

risk of disease.

--® EMPLOYERS REINSURANCE

All the world's a stage.
But on the balance beam,

that stage is reduced to a slab of
leather covered oak an unforgiv-
ing four inches wide.

And the audience is a cold,
calculating panel of judges.

A bent toe, a faltering of the
feet, or even the slightest error
in timing, and you not only risk
personal injury.

You risk a poor rating.
For over 70 years, ERC has

been turning in the idnd of per-
formance that earns high marks.
And today our Best's rating
continues to be A+.

The way we see it, keeping '
performance up is the best way
to keep risk down.
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Further, it says if it is medically
determined that a notified em-

ployee should be moved to a less
hazardous job, the employer must
provide-if available-alternative
employment at the same rate of
pay and benefits.

Under the Senate bill, if a less

hazardous job is not available, the
employer must continue to pay the
employee at the current wage and
benefit rate for one year. Similar
language is under discussion in the
House.

The Senate bill includes provi-
sions that establish a comment pe-
riod and a public hearing on each
decision by the Risk Assessment
Board to notify a particular em-
ployee population.

In addition, the Senate bill has

been amended to provide a mech-
anism for the employer to chal-
lenge such decisions by the board
in both an administrative and ju-
dicial proceeding.

However, the Senate bill also

provides a mechanism that allows
employees to sue the Risk Assess-
ment Board for not seeking a noti-

fication for a particular employee
population.

Passage of this legislation is one
of the top priorities of the AFL/
CIO. And, labor leaders have found
considerable support for the legis-
lation in both the House and the

Senate.

So far, the business community
has not been able to mount an ef-

fective lobbying campaign to bring
pressure on Congress to block the
legislation.

In fact, several major business
trade groups and a handful of
major U.S. corporations are sup-
porting the Senate bill.

Those business groups and com-
panies supporting S. 79 say pub-
licly that changes made in the bill
by the Senate Labor subcommittee
of the Labor and Human Resources

Committee have made the bill ac-

ceptable.
But privately, several lobbyists

familiar with the negotiations in
the Senate say the companies sup-
porting the legislation believe they
cannot defeat the bill and so have

no choice but to work with the

subcommittee if they want to have
any influence on the legislation.

At least some of the concerns

raised by these trade groups and
companies were addressed in a
complete overhaul of the Senate
bill April 9 during subcommittee
markup, including inclusion of
provisions that provide for judicial
review of the Risk Assessments

Board's decisions and restrict the

kind of scientific studies the board

may use to identify the employee
groups it will notify.

But the price the Senate sponsors
of the bill extracted for accepting
these changes was public support
for S. 79 by those groups and com-
panies that negotiated the
amendments.

A lobbyist for one of the com-
panies now supporting the Senate
bill called the legislation "terrify-
ing. My job as a lobbyist is to make
it less terrifying, and if the price of
these changes is to support the bill,
well that's life in the big city."

S. 79 now has the support of such
groups and companies as the
Chemical Manufacturers Msn.; the
American Electronics Assn.; Crum

& Forster Corp.; Occidental Petro-
leum Corp.; International Business
Machines Corp.; General Electric
Co.; and Digital Equipment Corp.

Still, the vast majority of the
business community opposes the
legislation, according to lobbyists
with the Alliance NAM and the

U.S. Chamber of Commerce.

-Right now, most of the business
community is outright opposed to
the whole idea or has deep reserva-
tions about it," pointed out the Al-
liance's Mr. O'Day.

Opponents of the measure say
the Senate bill is unacceptable,
and they do not expect they will
support the final version of the
House bill. m
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Trucking cover FBI reviewed the fi-es of fire of the cense services, and accounts re- Dawn and East & West were de- once an insurance certificate is re-

42 trucking campanies tha: it says ceable financing scribed ln the FBI's affidavit as ceived, the federal agency consid-
Continued fr.m page 3 paid "premiums" to Transpor:a- l¥Ir Kenefick said the $350 to "agricultural cooperative" trans- ers the entire company insured If

Thomas Kenefick, transportation tic,n Services Tie companies made $5X Eer-truck monthly charges portation companies headquar- an uninsured truck is Involved in
insurance specialist for the Amen- nearly $158 000 in payments tc ei- were ' tempting for a lot of car- tered in Me)acc The FBI alleges an accident, the ICC will look to
can Trucking Assn, said "it would tter the Florida firm or the others rias" whose insurers were either Mr Beck was associated with the the insurer listed on the certificate
be too hard to identify hiw many companies witi wh.ch Mr Beck car celing coverage or charging companies, which were set up to to pay claims
trucks are involved," but he esti- was purportedly connected, ae- premiums well above those quoted "use an exemption to avoid the ne- In most cases, -the insurer de-
mated that the number reaches at cording to the FBI affidavit by Transportation Services cessity for ootaining ICC au- cides that lt'S easier to pay the
least into thf hundreds The F3[ said the five companies The FBI said in its affidavit that thority " claim than to litigate," the ICC of-

The FBI said in its afficavit that ttat paid 'premiums" but cic not trekirg companies that responded If a trucking company's insur- ficial said
an investigation it began in mid- receive any coverage were Sir.bird to the ad were instructed to insure ance agent refused to the place Because of the ICC's stance, "the
1986 has icentified at least 42 E-tterprises In z in Jackso-lulle, onE or a small number of trucks coverage, either Transportation biggest problem is for the insur-
trucking companies that had leal- Fla, Topeo Enterprises Inc of Ply- through coverage bound by the Services or the trucking company ance industry," the ATA's Mr
ings with Transportation Serv=ces mouth N C., Sm-ttle Express Inc tru:ker's own insurance agent and then applied for coverage in the Kenefick pointed out "Those com-

The FBI said most of :he com- of Tat, F.a, Zerkle Trucking Co then Instruct the agent to file the assigned risk plan in the state panies that wrote the one-truck
panies made monthly payments of Southpoint. Ohio, and rhomp- insurance certificates with the where the trueker was located, the policies have no idea how many are
ranging from $350 to $50C per son Truck Lines Inc of Chat:a- ICC, as required by law FBI said behind it "

truck to Transportation Services nooga, Tenn Tte agent also was to be told When the ICC receives insurance But as the FBI noted in ltS affi-

under the assumption that the Acecrding to the FB.'s affidavit, that the other vehicles in the fleet certificates from a trucking com- davit, an insurer will consider only
Florida company was providing 11- Zerkle a.one made more than were being leased and added as pany's agent or the assigned risk those vehicles listed in its policy as
ability and cargo insurance $91,000 in payments adcitional insureds to the policies plan, it considers that "the trav- insured If an insurer is forced to

Sources sa> the insuranie opera- In an ad placed -n Transport of Reid Transportation, R E eling public lS protected, because make payments as the result of an
tion offered truckers hau_ing non- Topics magazine, Transportation Thomas, Dawn Transportation Inc the ICC filing covers the entire accident involving an uninsured
hazardous cargo $750,000 in liabil- Services offered liability coverage, of San Ysidro, Calif, East & West fleet of the motor carrier, even vehicle, the insurer "will come
tty limits, the minimum amount of cargo and physical damage cover- Transportation Systems Inc of San though only one motor vehicle may back to the motor carrier for back
coverage required by the ICC age anc other seiv-ces, such as Dir·las. Calif, or other companies, be insured," the FBI stated premiums and/or the amount of

As part of its investigation, the safety consulti,g, permit ann 11 - the FBI affidavit says An ICC official confirmed that any Judgment or settlement it had
to pay "

Therefore, "the deception perpe-

Brougher knows
trated by TSI would not come to
light unless a TSI 'insured' carrier
was involved m an accident result-

ing in the filing of an insurance
claim," the affidavit states

you need flexible
The ATA's Mr Kenefick said he

had been told by trucking com-
panies that Transportation Ser-
vices apparently has paid some
small claims filed to ltS office by
trucking companies that have paid

performance mstead for "coverage "
The insurers that were listed on

the certificates of insurance issued

by Transportation Services include
CNA Insurance Cos , Lloyd's of

of a song and dance. London, Fireman's Fund Insurance

Cos , Industrial Indemnity Co ,
Royal Insurance Co and Savoy Re-
insurance Co Ltd, an insurer do-
miciled in Turks and Caicos

A source who asked not to be

In today's competitive insurance market, it's important to have an insurance company that performs identified said Savoy wrote cover-

An insurance company with flexible group Flans and an international reputation for service. age for 10 trucks on a policy issued
to R E Thomas Inc but later can-

One tnat won't give you a song anc dance when you need quick answers celed the insurance when Savoy

That comiany is Brougher. was alerted that its name was

being used on insurance certifi-Because ycur insurance needs are always changing, Brougher has choreographed a wide range of group plans cates issued on behalf of about 25

that are individually designed to meet those needs. So whether it s Medical Stop Loss, Group Life, Directors and or 30 other trucking companies

Officers Liability, Professional Liability, Impaired Ris< or other Paul Kutik, an official with

insurance prodbcts, Sou can be confiden: that Brougher will BROUGH€R
Savoy, confirmed that Savoy had
written the coverage but canceled

give you nothing less than a commanc performance. soon after it learned that its name

had been used on other insurance

certificates He would not elabo-

rate further

In filings with the Texas Rail-
road Commission, Savoy was
named as a reinsurer on coverage
written for about a dozen trucking
firms The filings said that the di-

7$., , red insurance coverage had been
'M

I I . 11 written by Swiss Reinsurance

*1 Group, though Swiss Re later den-
, '' '11'·1
"

. ied it had agreed to front the risks
for Savoy (BI, Jan 19) The Texas
Board of Insurance 15 Investigating

i, I
t1

unauthorized use of Swiss Re's
e ,

4 name in this case by American

./
Transportation Underwriters, a

E surplus lines agency in Athens,
Texas, according to the board

However, an attorney for the
agency's owner said a Savoy repre-
sentative falsely informed the

% agency that Swiss Re had agreed to
act as a front for Savoy

A spokeswoman said the Florida
Insurance Department lS Stlll try-

JG .' '  .., ing to determine whether other in-
surers were involved in the Trans-

-1>i. i portation Services operation

9 .
Royal Insurance Co said lt has

*. a.:11· ' no record of ever issuing coverage
for clients of Transportation Ser-

1
vices CNA and Fireman's Fund

4'
-

r. R=

would say only that they are aware
E-%

j
T

.dE t7 of the situation involving the Flor-
%£ 4.4 -

4,1, f.4. ida company and would not com-
./ ment further

Mr Kenefick said he has spoken
to around a dozen trucking com-
pany officials who are "embar-

..t rassed more than anything" about
getting involved in the Transporta-

. tion Services operation
"In this insurance market espe-

cially, if a deal looks too good to be

Brougher Insurance Group • PC Box BAI • Greenwood, Indiana 46142 • 317/535-8212 true, it probably is," he said .



Continued from facing page
devastating," according to Mr.
Schwartz.

"Our American lawyers have
flown to Bhopal, India, to get
cases. Surely they can go down to
HHS," Mr. Schwartz added, refer-
ring to the U.S. Department of
Health and Human Services in

Washington, where a list of em-
ployees that have been notified
would be kept.

Obtaining the list would be as
simple as filing a Freedom of In-
formation Act request, Mr.
Schwartz pointed out.

The federal Risk Assessment

Board that would be established

under the legislation would deter-
mine which employee groups
should be notified.

The board's determination would

be based on clinical or epidemiolo-
gical studies of a particular sub-
stance that indicate workers ex-

posed to the substance are likely to
become ill.

The Senate bill says that the Risk

Assessment Board is to "make

every reasonable effort to notify or
coordinate notification of not less

than 300,000 employees per year."
Similar language now is under
consideration in the House.

The Senate bill says priority
must be given to notifying em-
ployee populations "likely to bene-
fit from medical surveillance or

health counseling."
Each notification would include

identification of: the occupational
health hazard; the disease or dis-

eases associated with exposure to
the hazard; and any known latency
periods from the time of exposure
to the time of clinical manifesta-

tion of a disease.

Notices also would have to in-

clude information on the advis-

ability of seeking medical monitor-
ing; the most beneficial type of
monitoring or health counseling
for the disease associated with the

risk; the name and address of the
nearest occupational and environ-
mental health center; and an ex-

'There are a lot of hidden costs and problems that
you don't see when you first look at it. But when
you look at it closely, it is clear that it would be a
bureaucratic nightmare, a legal nightmare and a

cost nightmare,' Ms. Spangler says.

planation of the employee's rights
under the law.

Once the Risk Assessment Board

had selected a group of employees
to be notified, the employer would
be responsible for providing-at no
cost to current employees-any re-
commended testing, evaluation or
medical monitoring if any expo-
sure occurred during the em-
ployee's tenure with that employer.
However, the Senate bill does not
explain who would pay the cost of
screening retirees and former em-
ployees who currently are unem-
ployed.

If the employee was not exposed

to the substance at his or her cur-

rent workplace, the employer could
charge the employee for the cost of
testing and monitoring, but only to
the extent that the cost exceeds

what would be paid by the em-
ployee's existing group health care
benefits.

The proposed legislation would
prohibit employers from discrimi-
nating against any employee or ap-
plicant for employment on the
basis that the employee or appli-
cant is or has been a member of

a populati6n determined by the
Risk Assessment Board to be at

risk of disease.

--® EMPLOYERS REINSURANCE

All the world's a stage.
But on the balance beam,

that stage is reduced to a slab of
leather covered oak an unforgiv-
ing four inches wide.

And the audience is a cold,
calculating panel of judges.

A bent toe, a faltering of the
feet, or even the slightest error
in tiniing, and you not only risk
personal injury.

You risk a poor rating.
For over 70 years, ERC has

been turning in the kind of per-
formance that earns high marks.
And today our Best's rating
continues to be A+.

The way we see it, keeping '
performance up is the best way
to keep risk down.
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Further, it says if it is medically
determined that a notified em-

ployee should be moved to a less
hazardous job, the employer must
provide-if available-alternative
employment at the same rate of
pay and benefits.

Under the Senate bill, if a less

hazardous job is not available, the
employer must continue to pay the
employee at the current wage and
benefit rate for one year. Similar
language is under discussion in the
House.

The Senate bill includes provi-
sions that establish a comment pe-
riod and a public hearing on each
decision by the Risk Assessment
Board to notify a particular em-
ployee population.

In addition, the Senate bill has

been amended to provide a mech-
anism for the employer to chal-
lenge such decisions by the board
in both an administrative and ju-
dicial proceeding.

However, the Senate bill also
provides a mechanism that allows
employees to sue the Risk Assess-
ment Board for not seeking a noti-
fication for a particular employee
population.

Passage of this legislation is one

of the top priorities of the AFL/
CIO. And, labor leaders have found

considerable support for the legis-
lation in both the House and the

Senate.

So far, the business community
has not been able to mount an ef-

fective lobbying campaign to bring
pressure on Congress to block the
legislation.

In fact, several major business
trade groups and a handful of
major U.S. corporations are sup-
porting the Senate bill.

Those business groups and com-

panies supporting S. 79 say pub-
licly that changes made in the bill
by the Senate Labor subcommittee
of the Labor and Human Resources

Committee have made the bill ac-

ceptable.

But privately, several lobbyists
familiar with the negotiations in
the Senate say the companies sup-
porting the legislation believe they
cannot defeat the bill and so have

no choice but to work with the

subcommittee if they want to have
any influence on the legislation.

At least some of the concerns

raised by these trade groups and
companies were addressed in a
complete overhaul of the Senate
bill April 9 during subcommittee
markup, including inclusion oi
provisions that provide for judicial
review of the Risk Assessments

Board's decisions and restrict th€

kind of scientific studies the board

may use to identify the employee
groups it will notify.

But the price the Senate sponsors
of the bill extracted for accepting
these changes was public support
for S. 79 by those groups and com-
panies that negotiated th€
amendments.

A lobbyist for one of the com-
panies now supporting the Senate
bill called the legislation "terrify-
ing. My job as a lobbyist is to mak€
it less terrifying, and if the price oj
these changes is to support the bill
well that's life in the big city."

S. 79 now has the support of such
groups and companies as the
Chemical Manufacturers Assn., the
American Electronics Assn.; Crum

& Forster Corp.; Occidental Petro-
leum Corp.; International Business
Machines Corp.; General Electric
Co.; and Digital Equipment Corp.

Still, the vast majority of th€
business community opposes th€
legislation, according to lobbyists
with the Alliance NAM and the

U.S. Chamber of Commerce.

"Right now, most of the business
community is outright opposed tc
the whole idea or has deep reserva-
tions about it," pointed out the Al-
liance's Mr. O'Day.

Opponents of the measure sab
the Senate bill is unacceptable
and they do not expect they will
support the final version of thi
House bill. I
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Trucking cover
Continued from page 3

Thomas Kenefick, transportation
insurance specialist for the Ameri-
can Trucking Assn., said "it would
be too hard to identify how many
trucks are involved," but he esti-
mated that the number reaches at

least into the hundreds.

The FBI said in its affidavit that

an investigation it began in mid-
1986 has identified at least 42

trucking companies that had deal-
ings with Transportation Services.

The FBI said most of the com-

panies made monthly payments
ranging from $350 to $500 per
truck to Transportation Services
under the assumption that the
Florida company was providing li-
ability and cargo insurance.

Sources say the insurance opera-
tion offered truckers hauling non-
hazardous cargo $750,000 in liabil-
ity limits, the minimum amount of
coverage required by the ICC.

As part of its investigation. the

FBI reviewed the files of five of the

42 trucking companies that it says
paid "premiums" to Transporta-
tion Services. The companies wade
nearly $158,000 in payments tc ei-
ther the Florida firm or the others

companies with which Mr. Eeck

was purportedly connected: ac-
cording to the FBI affidavit.

The FBI said the five companies
that paid "premiums" but did not
receive any cov3rage were Sunbird
Enterprises Inc. in Jacksonville,
Fla.; ropco Enterprises Inc. of Ply-
mouth, N.C.; Shuttle Express Inc.
of Taft, Fla.; Zerkle Trucking Ci.
of Southpoint, Ohio; and Thomp-
son Truck Lines Inc. of Chat.a-

nooga, Tenn.

According to the FBI's affidavit,
Zerkle alone made more than

$91,000 in payments.
In an ad placed in Transport

Topics magazine, Transportation
Services offered liability coverage,
cargo and phys ical damage cover-
age and other services, such as
safety consulting, permit and li-

cense services, aid accounts re-

ceivable financing.
Mr. Kenefick said the $350 to

$500 per-truck monthly charges
were "ten*ting for a lot of car-
riers" whose insurers were either

canceling coverage or charging

premiums well above those quoted
by Transportation Services.

The FBI said in its affidavit that

trucking companies that responded
to the ad were instructed to insure

one or a small namber of trucks

through coverage bound by the
trucker's own insurance agent and
then instruct the agent to file the
insurance certificates with the

ICC, as required by law.
The agent also was to be told

that the other vehicles in the fleet

were being leased and added as
additional insureds to the policies
of Reid Transportation, R.E.
Thomas, Dawn Transportation Inc.
of San Ysidro, Calif., East & West

Transportation S>stems Inc. of San
Dimas, Calif., or other companies,
the FBI affidavit says.

Dawn ar d East & West were de-

scribed in the FBI's affidavit as

'agricultural cooperative" trans-
portation com]:anies headquar-
tered in Mexico. The FBI alleges
Mr. Beck was associated with the

companies, which were set up to
"use an ex.2mption to avoid the ne-
cessity for ob:aining ICC au-
thority."

If a trucking company's insur-
ance agent refused to the place
coverage, either Transportation
Services or the trucking company
then app-ed for coverage in the
assigned risk plan in the state
where the trucker was located, the
FBI said.

When the ICC receives insurance

certificates from a trucking com-
pany's agent or the assigned risk
plan, it considers that "the trav-
eling public is protected, because
the ICC filing covers the entire
fleet of t he motor carrier, even

though only one motor vehicle may
be insured," the FBI stated.

An ICC official confirmed that

Brougher knQWS
you need flexible

performance Instead
of a song and dance.

In today's competitive insurance market, it' s important to have an insurance company that performs.
An insurance company with flexible group plans and an international reputation for service.

One that won't give you a song and dance when you need quick answers.
That company is Brougher.

Because your insurance needs are always changing, Brougher has choreographed a wide range of group plans
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once an insurance certificate is re-

ceived, the federal agency consid-
ers the entire company insured. If
an uninsured truck is involved in

an accident, the ICC will look to
the insurer listed on the certificate

to pay claims.
In most cases, "the insurer de-

cides that it's easier to pay the
claim than to litigate," the ICC of-
ficial said.

Because of the ICC's stance, "the
biggest problem is for the insur-
ance industry," the ATA's Mr.
Kenefick pointed out. "Those com-
panies that wrote the one-truck
policies have no idea how many are
behind it."

But as the FBI noted in its affi-

davit, an insurer will consider only
those vehicles listed in its policy as
insured. If an insurer is forced to

make payments as the result of an

accident involving an uninsured
vehicle, the insurer "will come
back to the motor carrier for back

premiums and/or the amount of
any judgment or settlement it had
to pay."

Therefore, "the deception perpe-
trated by TSI would not come to
light unless a TSI 'insured' carrier
was involved in an accident result-

ing in the filing of an insurance
claim," the affidavit states.

The ATA's Mr. Kenefick said he

had been told by trucking com-
panies that Transportation Ser-

vices apparently has paid some
small claims filed to its office by
trucking companies that have paid
for "coverage."

The insurers that were listed on

the certificates of insurance issued

by Transportation Services include
CNA Insurance Cos., Lloyd's of
London, Fireman's Fund Insurance

Cos., Industrial Indemnity Co.,
Royal Insurance Co. and Savoy Re-
insurance Co. Ltd., an insurer do-
miciled in Turks and Caieos.

A source who asked not to be

identified said Savoy wrote cover-
age for 10 trucks on a policy issued
to R.E. Thomas Inc. but later can-

celed the insurance when Savoy
was alerted that its name was

being used on insurance certifi-
cates issued on behalf of about 25

or 30 other trucking companies.
Paul Kutik, an official with

Savoy, confirmed that Savoy had
written the coverage but canceled
soon after it learned that its name

had been used on other insurance

certificates. He would not elabo-

rate further.

In filings with the Texas Rail-
road Commission, Savoy was
named as a reinsurer on coverage
written for about a d6zen trucking
firms. The filings said that the di-
rect insurance coverage had been
written by Swiss Reinsurance
Group, though Swiss Re later den-
ied it had agreed to front the risks
for Savoy (BI, Jan. 19). The Texas
Board of Insurance is investigating
unauthorized use of Swiss Re's

name in this case by American
Transportation Underwriters, a
surplus lines agency in Athens,
Texas, according to the board.

However, an attorney for the
agency's owner said a Savoy repre-
sentative falsely informed the
agency that Swiss Re had agreed to
act as a front for Savoy.

A spokeswoman said the Florida
Insurance Department is still try-
ing to determine whether other in-
surers were involved in the Trans-

portation Services operation.
Royal Insurance Co. said it has

no record of ever issuing coverage
for clients of Transportation Ser-
vices. CNA and Fireman's Fund

would say only that they are aware
of the situation involving the Flor-
ida company and would not com-
ment further.

Mr. Kenefick said he has spoken
to around a dozen trucking com-
pany officials who are "embar-
rassed.more than anything" about
getting involved in the Transporta-
tion Services operation.

"In this insurance market espe-
cially, if a deal looks too good to be
true, it probably is," he said. •



We Could Have Kept
YouFromTakingThisRisk.

Little did Bonanno Da Pisa know in

1274, when he completed his famous
tower, the anxiety he would create for
generations of Pisans, travelers and
art lovers.

"When will it fall?" has been the fore-

mostthought on the mind of everyone
whoseesthisfamoustower.

If only North American Re's Engi,
neered Risk underwriters could have
been there!

Our expert staff could have spotted
the problem instantly

We know better than to build towers

with skimpy foundations.

How We Can Help.

We have the experience to evaluate
all kinds of engineering risks, from build-
ingsto boilers and machinery equipment.

In fact, we're unique in having a staff
of trained engineers, each with a de-
gree in mechanical or civil engineer-
ing, who are also skilled reinsurance
underwriters.

We can help in many ways, from
refining your pricing structure to eval-
uating and monitoring your risks
over time.

Our assistance has helped many
insurers achieve a more favorable

loss experience.

Experience Counts In
Engineered Risk.

Our experience helps us evalu-
ate your risk quickly and efficiently,
even if it's necessary to go into the
field with you, which we do when
thejobrequiresit.

We can also call on Swiss Re's

experienced staff of engineers.
And we have complete access
to the worldwide Swiss Re and
North American Re Data Banks.
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We Can Save You Money
On Engineered Risks.

We have recently saved our clients
significant amounts of money by warn
ing them in advance about unreason
able risks concerning a shopping mall
in Dallas, acondominium being planned

* . fora beachfront area in south Florida,
and a steam turbine generator in
Arizona.

Talkto usthe next timeyou have
an engineering risktocontend with.

We can explain all the specific ways
we can assist you.

If you'd like more information con
cerning our capabilities, please call us
or return the coupon below.

We'll send you a booklet outlining in
more detail how we can help you with
careful evaluation of your engineered
risks.

If you want to make sure the next
tower you build won't be out of line, call
the North American Re Engineered
Risk Department.
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• ENGINEERED RISK DEPT. 8142787 

1 237 PARK AVENUE, NEW YORK 10017 1
1 (212) 907-8250 1
1 1

1 0 Please send me your brochure I
 "Engineered Risk Should Not Be A Gamble" I
, 0 Please call me about a specific risk. ,
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 ADDRESS 
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1 CITY STATE/ZIP 

1 1
 TELEPHONE  

NORTH AMEBCAN

RE
We Take Your Risk
Out Of Reinsurance.
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Panel advocates FTC study insurance
By LINDA J. COLLINS Job that the federal government of adequacy is how well state regu- "get behind state regulation and kering with McCarran, what we're

could do, based on its record of de- lation measures to federal regula- take action m those states where going to have is more regulation at
CHICAGO-Because of the cur- monstrated history where 1. has at- tion of other financial institu- there is a problem with state regu- the federal level on top of a very

rent legislative focus on the insur- tempted to get mto superv,slng m- tions " lation," to decrease the likelihood deeply entrenched state regulatory
ance industry, the Industry should surance " Mr Maisonpierre is confident of repeal or modification of the system," predicted Mr Beck of the
not resist proposed federal studies Mr Maisonpierre agreed that that state regulation of the insur- McCarran-Ferguson Act Alliance

of its operations, warn industry there are many deficiencies in state ance industry would measure fa- While panelists' opinions varied "We aren't going to have fewer
representatives regulation of insurance But he vorably against the federal regula- on some issues, the six panelists problems, we're going to have

To resist such scrutiny "might charges that those supporting re- tior of the banking industry ir the agreed that repeal or modification more," he said, adding "The peo-
mdicate to the government there is peal of McCarran-Ferguson are sav_ngs and loan industry of the McCarran-Ferguson Act ple who are going to be hurt by
something to hide," said Raymond comparing state regulaticn to "a "We are concerned abot„t the would have a detrimental effect on changes in McCarran are small
L Hayes, president of the National perfect Atopian system" of federal number of Insurance company in- the insurance industry business owners, smaller insurance
Assn of Insurance Brokers and se- regulaticn solvencies but, by God, they are a Although legislators and others companies, and even bigger insur-
nior vp of Rollins Burdick Hunter "There is no such thing (as a per- drop in the bucket compared to the who seek changes in the act plan to ance companies, if you're talking
in Chicago feet system) _n the regulatory en- insolvencies of banks and savings substitute federal regulation for about a relatively small line or a

Proposed governmental studies vironment," Mr Maisonpierre con- and loans," he said state regulation, "my guess is if state in which they don't have
of insurance company operations, tinued "I think a fairer measure Mr Beck urged the audience to there iS any modification or tin- Cont:nued on facmg page
the potential for repeal or modifi-
cation of the McCarran-Ferguson
Act and the impact of the Risk Re-
tention Act of 1986 were the key
topics of a panel discussion held .

during the 5lst annual Chicago In-
surance Day Between the Insurance your company needs and thi

The April 15 meeting, held in
Chicago's Palmer House, was
sponsored by the Independent In-
surance Agents of Illinois and the
Chicago Board of Underwriters

The Senate recently passed and
sent to the House a proposal to
permit the Federal Trade Commis- , f 4 "

non to undertake a study of cer- 5,47. 1.
tain property/casualty insurance
rates (BI, April 13)

Under the McCarran-Ferguson
Act-which places regulation of
the insurance industry at the state
level and partially exempts insur- 4, . 72*W '9 4 /.2 U f,
ers from federal antitrust laws-

the FTC can study or investigate . 45 l   1- 1 .
the insurance industry only under

e

certain circumstances, explained
Frederick W Beck, executive vp t

0

and general counsel for the Alli-
ance of American Insurers in

Schaumburg, Ill ,, If.

.

Mr Beck maintains that such a 1

study could be a positive thing for
the industry "If they do a study
like this, it may take some of the

r':

pressure off of those who would
repeal McCarran," he said

Opponents of McCarran-Fergu-
son "allege that there is conspira-
torial action among insurers, i i
pointing to things like pricing and i i t

1 3

./.-5 8tort reform " Such a study might n

clear up some of the misconcep-
tions about the insurance industry,
Mr Beck explained

"I don't believe there was any
collusion, but to resist the Feds 4%4 ... D. : "*4$.r-looking into our business lS
wrong, " added Mr Hayes

Andre Maisonpierre, president of
the Reinsurance Assn of America

in Washington, DC, agreed "We
are sending the wrong message to
people in Congress and the admin-
istration when we lobby against
studies of the industry We should
recognize that there is a responsi-
bility on the part of the federal
government to see if we are, in fact,
operating and regulated properly,"
he said

Members of the insurance com-

munity have to remember that
-McCarran-Ferguson is not a con-
stitutional product, but an act of
Congress," Mr Maisonpierre eau-
tioned "How does Congress know
if we are being adequately regu-
lated by the states, if we do not
allow the Feds to take a look at
what we do?" he asked

Such an investigation would un-
questionably reveal a number of
problems with state regulations,
acknowledged former Iowa Insur-
ance Commissioner Bruce Foudree,
now with the law firm of Mitchell,
Williams, Selig & Tucker in Chi-
cago, specializing in insurance reg- Wher the channel between you and james has an unstoppable deter- the best possible price That's the
ulatory law the coverage you need appears un- mination to find solutions James kind of will and staying power you

But Mr Foudree predicts that if crossable, James insurance brokers combs the length and breadth of the can expect from your James team
the federal government "were to do apply theresoircestoget youtothe insuraice market, doing the utmost In more than 90 offices nationally
a fair overview of state regulation other side to find the best possible coverage at and, through the network of theand what lt has done, they would
conclude that lt has done overall a

generally good Job of supervising
the area of insurance to the benefit

of the public particularly if you
were to compare it to the kind of



Continued from facing page
much volume."

Insurers need to be able to share

loss data to properly set rates, in-
surers contend.

But, if the act is amended, insur-
ers will be uncertain how much

they will be able to collaborate,
Mr. Beck said. In addition to con-

ferring on rating information and
policy forms, insurers now collabo-
rate on testimony before legislators
and in filing briefs with courts, he
noted.

If McCarran-Ferguson is modi-
fied, Mr. Beck also anticipates a
rash of private lawsuits, since
under antitrust regulations, indi-
viduals who file a lawsuit can re-
cover treble damages.

"This is another retirement pro-
gram for the plaintiff's bar," he

quipped.
The industry needs to recognize

that the proposed repeal of McCar-
ran-Ferguson "is a political move
by consumer advocates and politi-
cians who feel that they must do
something in response to the crisis
we have just been through," said
William S. Sirola, Chicago-based
Midwest regional manager for the
Insurance Information Institute.

He said that the ability to amend
or repeal the MeCarran-Ferguson
Act represents "the only tag on the
insurance industry that the federal
government has."

And although many insurance
industry representatives are ac-
tively lobbying to retain the lan-
guage of the McCarran-Ferguson
Act, they should not underestimate
their opposition, warned Mr. Mai-

sonpierre of the RAA.
"State attorney generals,

through their organizations, have
passed a resolution and are ac-
tively lobbying for repeal of
McCarran-Ferguson. The National
Conference of State Legislators
also has passed a resolution and
is actively lobbying for repeal,"
Mr. Maisonpierre pointed out.

"It is only natural for legisla-
tors in Washington to respond to
the concerns of their constituency,
and to say that this problem is
going to go away is foolish," said
Mr. Hayes of the NAIB.

"Availability, affordability and
insolvency issues have the atten-
tion of the folks in Washington,"
Mr. Hayes stressed. However, he
predicted that "repeal of McCar-
ran Ferguson or the immunity fac-

nsurers to provide it lies aperilous gulf

tor is not going to do a thing to
improve competition."

Those seeking amendments to
the act may have good intentions,
but they could be creating long-
term problems, Mr. Sirola agreed.
If the act is amended somewhat
now, and "we happen to go into
another cycle in another five or 10
years, then they'll be forced to do
something even more dramatic" in
response to the next cycle, such as
creating a federal regulatory
agency, he said.

"Once you've got the federal bu-
reaucracy and regulatory agency in
place, it never goes away," Mr.
Sirola warned, stressing that those
in the insurance industry who are
worried about the immediate im-
pact of changes in the act should
recognize that "down the road it

Sedgwick Group, with 300-plus of-
fices in 64 countries worldwide,
James works harder to carry clients
over the obstacles and get the cov- James builds the bridge.
erage they need. · America's premier insurance broker

could get much worse."
"There is frustration and a gen-

eral impression among members of
Congress that there's something
wrong at the state level that's got
to be fixed and they're going to fix
it at the federal level. . .not that
this has worked in the past," said
Mr. Foudree.

Many legislators do not under-
stand the principles behind the in-
surance mechanism and how it
works, Mr. Foudree stressed, so
their "logic is flawed."

Rather than focusing on estab-
lishing a mechanism for federal
regulation of the industry, oppo-
nents of McCarran-Ferguson are
attempting "to do away with the
antitrust exemption and therefore
allow greater competition to occur.
But we've just come through a pe-
riod of intense competition" that
created many of the problems the
industry is facing today, Mr. Fou-
dree commented.

Although the panelists were un-
animously opposed to repeal of
McCarran-Ferguson, their view-
points on the Risk Retention Act of
1986 differed.

Agents from the audience voiced
their concerns about loss of busi-

ness to risk retention groups and
about the the stability of these al-
ternative markets.

Insurers do not rnind connpeting
with risk retention groups as long
as they are competing on an even
playing field, Mr. Beck said. How-
ever he is concerned about the po-
tential for significant losses that
exists when "homogeneous sharers
of certain exposures are bound to-
gether in one insuring group."

The insurance mechanism is

based upon the spread of risk
among a number of different in-
dustries, while risk retention
groups are not, Mr. Beck said.

"Any major court decision or any
new break in technology to dis-
cover new carcinogens or pollu-
tants strikes all of them equally
across the board. There is no di-

versity in a membership of a risk
retention group," he said.

"To me it seems an awful lot like

sending the sister ship of the Ti-
tank into the ice flows to pick up
survivors," he added.

On the other hand, regulators are
taking a "pretty objective view to-
ward the act," according to Mr.
Foudree. He said that the Risk Re-

tention Act,was one of the "top
issues" at the most recent NAIC
zone meeting (see story page 30).

But Mr. Hayes said, while NAIB
supported the act, it is concerned
about the insolvency issue.

"The problem we think is going
to occur with the Risk Retention

Act is you had individuals having
trouble finding insurance. Now
you are going to have groups who
have trouble finding insurance,"
said Donald D. Mauger, executive
director of the Chicago-based Sur-
plus Lines Assn. of Illinois.

"They may then go to companies
that are not financially solvent to
solve their problems, which could
cause significant problems down
the road," Mr. Mauger speculated.
He added: "We think that possibly
the surplus lines people are going
to do better with risk retention

groups than the admitted market."
Mr. Maisonpierre said that the

reinsurance industry "looks upon
risk retention groups as we look
upon any other customers. They
will be evaluated as such."

He said reinsurance un-
derwriters examine the quality of
the managers of the group, their
experience, the capital base, the
brokers working with the group
and a number of other factors.

"Reinsurers will provide the cover-
age if the price is right," Mr. Mai-
sonpierre added.

The panel was moderated by Dr.
Edwin Scott Overman, president of
the American Institute for Prop-
erty & Liability Underwriters, the
Insurance Institute of America and

the Insurance Testing Institute, all
located in Malvern, Pa. I
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PCW members to discuss Lloyd's offe r
By CAROLYN ALDRED | Profit-sharing plan

LONDON A meeting of up to
450 members of non-marine syndi-
cates formerly managed by PCW
Underwriting Agencies Ltd. is ex-
pected to be held in London next
week to discuss the settlement pro-
posal offered by Lloyd's of London
earlier this month (BI, April 13).

The PCW 1985 Committee, which
represents some 450 of the mem-
bers worst hit by the syndicates'
losses, hopes to arrange a meeting
for syndicate members and their
advisers "during the first week of
May," said a spokesman.

However, the committee already
says that some members will not
agree to the settlement.

Under the 103 million pound
($165.8 million) settlement offered
by Lloyd's earlier this month,
Lloyd's will contribute 45 million
pounds ($72.5 million) from its
Central Fund and will cover any
underwriting losses related to the
former PCW syndicates exceeding
the current estimated shortfall of

235 million pounds ($378.4 mil-
lion). Lloyd's also will pay 2.9 mil-
lion pounds ($4.7 million) to the
Inland Revenue to end tax disputes
involving PCW members.

Thirty-seven other organizations
-including 26 Lloyd's members'
agencies, accountants, law firms
and brokers-will contribute 55

million pounds ($88.6 million) to
the settlement.

Meanwhile, the 1,547 PCW mem-
bers belonging to the PCW non-
marine syndicates must pay 34
million pounds ($54.7 million) to-
ward the settlement to help fund
the syndicates' losses. The mem-
bers also must relinquish their
rights to sue Lloyd's and must
transfer to Lloyd's their rights to
sue other parties to the settlement.

However, the PCW Committee
has criticized the settlement and

claims that 400 names will have to

pay between 25,000 pounds and
220,000 pounds ($40,250 to
$354,200) each under the proposal.

"Some names will find it diffi-

cult, if not impossible, to pay the
claims and some names probably
won't accept the offer," said the
spokesman for the PCW Commit-
tee.

The committeeis advising mem-
bers to consult their accountants

and look into the tax implications
of the settlement before attending
the meeting.

Ferry disaster
The owner of the British passen-

ger ferry that capsized off the Bel-
gian coast last month is taking
legal action against companies that
transported dangerous chemicals
on board the vessel.

Townsend Thoresen, a subsidiary
of Peninsular & Oriental Steam

Navigation Co., has sent summon-
ses to "several companies who
were transporting undeclared dan-
gerous chemicals" on the Herald of
Free Enterprise, said a spokeswo-
man for the ferry company.

The summonses put the haulage
companies on notice that the ferry
company believes the haulage
companies would be liable for any
pollution caused by last month's
accident.

She would not give details of the
summonses except to say the legal
action was being taken in Belgium,
the countrywhere the trucks
boarded the ferry.

"The action is being taken to ap-
portion liability and to ensure that

we are not held responsible for the
leakage of chemicals that were not
supposed to have been on the
ferry," said the spokeswoman.

She refused to ,disclose what

dangerous chemicals are known to
have been on the stricken ferry,
"but each substance is in small

quantities," she added.
Also, daily pollution checks have

not identified any major leak, she
noted.

Under British law, all haulage
companies must declare what
products are being shipped across
the English Channel both to cus-
toms officials and to the ferry op-
erators.

Some substances can only be
carried on cargo ferries, not pas-
senger ferries like the Herald of
Free Enterprise, if they are partic-
ularly toxic, explosive or flamma-
ble, said the spokeswoman.

Townsend Thoresen has unlim-

ited liability insurance, except for
pollution cleanup for which there

is a $300 million limit.

The insurance is led by Standard
Steamship Protection & Indemnity
Assn. (Bermuda) Ltd. (BI, March
16).

Meanwhile, the death toll from
the tragedy has risen with about
200 people now feared dead. So far
175 bodies have been recovered,

press reports say.
Earlier this month, Townsend

Thoresen said it would pay up to
51.6 million pounds ($83.3 million)
to disaster victims and their survi-

vors (BI, April 13). Last month, the
company had contended that inter-
national agreements limited its lia-
bility to 20 million pounds ($32.3
million).

The British-based employees of
food manufacturer H.J. Heinz Co.

Ltd. will be offered stock in the

U.S.-based parent company as part
of a new profit-sharing plan to be
introduced at the British unit next

month.

The "prosperity sharing" plan,
as it is called by the company, will
be introduced to Heinz's 3,750 em-
ployees in the British unit's head-
quarters and at the company's two
British production plants.

Under the program, employees
are offered a choice between a tax-

able cash payment or an allocation
of shares of Heinz stock. The

amount of the benefit will vary
based on the company's return on
total assets, said Ronald Attree, re-

muneration benefits manager for

the British unit.

The program, which is the first

of its kind to be introduced by
Heinz anywhere in the world, is

linked to an overall drive by the
company to increase its efficiency,
said Mr. Attree.

"The prosperity sharing plan is an
integral part of a total plan which
includes the injection of new capital,
equipment and changes in working

practices," Mr. Attree said.

Market competition
Suggestions that commercial in-

surers in the United States are en-

tering a rate war has adversely af-
fected property/casualty insurance
stock prices on both sides of the

Atlantic, according to a London
stock analyst.

Continued on facing page

INTRODUCING a brand new

add-on coverage that'll earn you
up to 20% more commissions.
It's called...

Major Adjustment Coverage.
BIG MAC is a low-cost, easy
add-on to every  homeown-
er or*#h com mercia I property
policy on your books. It gives
the policyholder @** cash

reimbursement for the costs

incurred in engaging a claims
professional to document
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"The companies continue to pro-

duce firm evidence that, across the
board, commercial rates are rising,
albeit modestly, but insurance bro-
kers see greater evidence of com-
petition and some talk of price cuts
now coming into casualty lines,"
said Andrew Goodwin, an analyst
with London stockbroker Phillips
& Drew.

Signs of competition are return-
ing to the market sooner than ex-
pected, he noted in a recent market
analysis.

"Given that without doubt we

are at a changing point in the rat-
ing environment in the U.S., it is
perhaps not surprising that there is
quite a wide variance as to the
current trend in rates," he said.

Also, the different views of the
market expressed by brokers and
insurance companies also can be
explained by different stances
adopted by policyholders, Mr.
Goodwin added.

"The one main source of business

for the major alphabet brokers is
the big-ticket business from the
Fortune 500-type clients. Here, the
sharp rise in rates over the last two
years has led to the establishment
of pools, captives and associations,
which has taken business away
from the traditional insurance
market and may have led to in-
creased competitive conditions,"
the analysis states.

Meanwhile, coverage for small
and medium-sized businesses, the
pricing of which is monitored by
insurance compariies rather than
brokers, is not yet the subject of
competition. "However, softness in
one area can quickly feed through
into other parts of the market,"
said Mr. Goodwin. Meanwhile,
"sentiment towards" property/ca-
sualty insurance stocks "is likely
to remain sensitive to indications

on U.S. ratings," he added.
The stock analyst recommends

taking a "defensive position" to-
ward British insurers with large
U.S. exposures and shifting stock

portfolios in favor of British com-
panies with a low exposure to U.S.
commercial lines business such as
General Accident Fire & Life As-
surance Corp. P.L.C. and Sun Alli-
ance & London Insurance P.L.C.

Felony investigation
One of the Conservative Party

politicians accused of applying for
more than the legal amount of
shares in a privatized British com-
pany would lose his membership in
Lloyd's of London if "found guilty
of having committed a felony,"
said a Lloyd's spokesman.

Keith Best, a Conservative mem-
ber of Parliament, announced ear-
lier this month that he would re-

sign his seat in the House of
Commons at the next national
election after admitting that he
had applied for six times the legal
limit of shares when British Te-

lecom's public offering was
launched by the British govern-
ment last year.

and file a property claim.
And itcan put a bundle
in your pocket the easy way.
Call us and we'll show you
the numbers. 1-800-252-4648
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Under Lloyd's constitution,
membership is canceled if the
member "commits a felony," al-
though the term "felony" is not de-
fined, said a Lloyd's spokesman.

No criminal charges have been
filed against Mr. Best.

Pollution claims
Asbestos claims are a terrible

trauma for liability underwriters,
but pollution claims could be far
worse, warned a Lloyd's of Lon-
don claims manager.

"There are already more pollu-
tion coverage lawsuits than in the
whole history of the asbestos
saga," says Jim Teff, claims man-
ager of Janson Green Management
Ltd. U.S. companies will pay enor-
mous costs to clean up the environ-
ment under rules promulgated by
the Environmental Protection
Agency, he noted.

"Where can these corporations
turn for the vast cost of this opera-
tion? The answer of course is to
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their liability insurers," Mr. Teff
told members of the Admiralty
Law Institute at Tulane Law
School in New Orleans last month.

Pollution incidents will raise

many more coverage issues than
asbestos cases have, and far more
policyholders will exhaust their li-
ability insurance limits to pay pol-
lution claims than asbestos claims,
he added.

The recent reauthorization of
Superfund also is worrying un-
derwriters, he noted.

"It is estimated that the specific
change of the cleanup criteria from
transportation (of wastes) to the
absolute destruction of the conta-

minated ground will push the cost
of the average National Priority
List site up from $8 million to $50
million-plus," said Mr. Teff.

The insurance industry's reac-
tion to these changes will be to ex-
clude all land-based pollution cov-
erage from future policies, he
warned.

Furthermore, "underwriters will
depart from their current position
of saying they may pay (punitive
damages) in appropriate cases and
move to absolute exclusions.

"If dates of loss and occurrence

forms are going to be abused to
provide coverage where there
should be none, underwriters will
increasingly be forced to use nar-
row, defensive policy forms such as
the Lloyd's claims-made form," he
added.

Meanwhile, asbestos claims con-
tinue to mount, said Mr. Teff.

"When the Asbestos Claims Fa-

cility started nearly two years ago,
the major assureds had 35,000
cases and were getting 600 new
cases a month. The facility has
managed to achieve a settlement
rate of about 800 cases per month.
But when I tell you that the in-
crease is such that in January
alone it received 3,000 new cases
you can see the scale of the prob-
lem," he said.

In addition, there is now a new
wave of asbestos cases using "an-
other damaging change in the law"
-the erosion of the exclusive rem-

edy doctrine in workers compensa-
tion laws that bars a worker from

suing his or her employer for occu-
pational injuries, he added.

U.S. tort reform
The Reagan administration re-

mains firmly committed to enact-
ing tort reform, according to U.S.
Assistant Attorney General Ri-
chard Willard.

"We will work in the courts and

in the legislatures-at both the
state and federal levels of our sys-
tem-to advance this cause," pro-
mised Mr. Willard at a meeting of
the Insurance Institute of London
earlier this month.

Already at the state level, tort
reform has been a "great success,"
he noted. "In the past year, over
two-thirds of our 50 states have
adopted some kind of tort reform
legislation."

Comings & goings
Gordon Martin has been ap-

pointed a director of Independent
Engineering Services Ltd., a com-
pany providing specialist insuring
engineering services to un-
derwriters, brokers and policy-
holders.

Tony Green and Paul Voller
have been appointed directors of
the Alexander Howden Group
Ltd.'s North American non-marine
division. In addition, Ian Johnson
and Cliff Mitchell have been ap-
pointed directors of the company's
international non-marine division

and David Conley was appointed
director of Howden's marine
worldwide division.

Alexander Howden Reinsurance
Brokers Ltd. appointed Morris
Mindel as director of the non-ma-
rine reinsurance division and
Danny Green as director of the
aviation reinsurance division. I
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Toronto-based Pafco Holdings
launches insurance unit in U.S.

Pafco Financial Holdings Ltd. of
Toron:o has launched a U.S. in-

surance subsidiary that will write
all types of commercial property/
casualty coverage for small busin-
esses in 11 states.

Pafco General InsurancE Co. Inc.

of Indianapolis has been capital-
ized at $5 million.

In addition, the Pafc,) Financial

Holdings has created Symons In-
ternational Group Inc. to act as
the manager and holding company
for Pafco General Insuran ze.

Symons also will arqaire S32
mill.on in annual premium volume
plus Fhysical assets and szaff from
American Underwriters Group Inc
and American Interinsurance Ex-

change both of Indianapo_is
American Underwriters Group is

markets

the manager of American Interin-
su-ance Exchange, which writes
high-risk auto coverage.

Besides this auto c,verage, Pafco
General Insurance plans to write
54 million to $5 million in com-

mercial coverage, says Alan G.
Symons, president of Symons In-
ternational.

Pafco General Insurance will re-

sain $15 million of the $32 million

in premiums and cede the remain-
der to affiliates Pafco Insurance

3c. of Canada and Simons General
Insurance Co. of Canada. The Ca-

nadian companies, with surplus of
$40 million, write commercial lines

. 1.

coverage, jewelers block coverage
and high-risk auto coverages

Pafco General and Symons In-
ternational are located at 4720

Kingsway Drive, Indianapolis, Ind.
46205; 317-259-6300.

New multiline insurer

Markel American Insurance Co.,

a new multiline property/casualty
insurer, has begun operating in
Virginia.

Tony Markel, executive vp of
Markel Service Inc., will serve as

president of Markel American.
Capitalized at $4 million, the

company initially will write auto
liability coverage for the long-haul
trucking industry and animal mor-
tality insurance.

The company is located at Inns-
brook Corporate Center, 4400 Cox
Road, Glen Allen, Va. 23060-4901,
804-273-1400.

Pennsylvania insurer
Spectrum General Insurance Co.

has been granted a license in Penn-
sylvania.

Spectrum, which has $50().000 in
capital and surplus, writes com-
mercial automobile physical dam-
age policies with limits of $200,000
per vehicle. A motor truck cargo
program is available.

John P, Welch, president, will
serve as senior operating officer.
Carl R. Sadler, executive vp, will
oversee underwriting. Mr. Welch
was formerly president of special
programs and the reinsurance di-
vision of Orion Group. Mi·. Sadler
has held senior underwriting posi-
ti()ns with Northland Insurance Co.

and Insurance Co, of North
America.

The company is located at P.O.
Box 1027, Valley Forge Towers N.,
3000 Valley Forge Circle, Suite G-
09, King of Prussia, Pa. 19406;
215-783-7229.

Mergers/acquisitions
Poe & Associates Inc. in

Tampa, Fla., has acquired Ragolia
& Co. Insurance Brokers Inc. of

Pennington, N.J., and TDA Pro-
fessional Insurance Services

Inc. of Houston. Ragolia & Co. spe-
cializes in commercial insurance

and professional liability coverage
for optometrists. TDA specializes
in commercial insurance and pro-
fessional liability coverage for
dentists.

Stop Loss International Inc.,
an Indianapolis-based under-
writing manager for specific and
aggregate stop loss insurance, ac-
quired Specialized Benefits
Plans, an Indianapolis-based
wholesaler of fully insured indi-
vidual and group products.

New offices

North Star Reinsurance Corp.
has moved its headquarters to
Morris Corporate Center I, 300 In-
terpace Parkway, Parsippany, N.J.
07054.

Casualty Actuaries Inc. has
moved to 12115 Lackland Road,
Suite 370, St. Louis, Mo. 63146-
4012; 314-878-5002.

Harleysville Insurance Cos.
has moved its Chesapeake, Md.,
branch office. At the same time,
Harleysville's Towson, Md., office
will be merged with the Chesa-
peake office. The combined office
will be located at 1 Mall North,
Suite 200, 10025, Governor War-

field Parkway, Columbia, Md.
21044: 301-997-9616.

Rollins Burdick Hunter Co.

has opened a new branch office in
Minneapolis at 45 S. Seventh St..
Plaza 7, Suite 21()8, Minneapolis,
Minn. 55402: 612-333-5500. I
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Industry needs further recove ry: ISO
By ALISON KITTRELL

The property/casualty insurance
industry appears to be on the road
to recovery-but it still has a long
way to go, and many potential pit-
falls remain, says a recent report
by the Insurance Services Office.

In its report, "1986 Insurer Fi-
nancial Results: An Analysis of the
Strength of the Property/Casualty
Insurance Industry's Recovery,"
ISO acknowledges that the indus-
try's 1986 results "show a signifi-
cant improvement in profitabil-
ity."

For example, the report notes
that the industry posted a return
on net worth of 13.1%, up from
3.9% in 1985, and surplus grew by
$16.9 billion, or a 22.4% increase.

But, ISO says these figures do
not paint that optimistic a picture
for several reasons, including:

• Positive financial results in

1986 follow several years of de-
cline for the industry.

• 1986 was relatively free of
natural disasters and was a year in
which the industry enjoyed record
realized capital gains.

• The industry enjoyed an unu-
sually high influx of new capital-
$16.1 billion-during the years
1984-86. But, there is no guarantee
that influx of capital will continue,
and in fact it slowed during 1986.

• It is not enough for the insur-
ance industry merely to meet the
costs of doing business. Because of
its unique position as "one of the
financial cornerstones of the

United States," the industry also
must grow "to meet the needs of an
expanding American economy."

• Several potential problems re-
main. Among the most serious are
uncollectible reinsurance, contin-

ued year-end losses for several in-
surers, tax reform and an effort
by some states to limit insurers'
ability to set rates freely.

In discussing the 1986 results of
the U.S. property/casualty indus-
try, ISO emphasizes that those re-
sults, while encouraging, come in
the wake of some very bad years.

For example, underwriting in-
come had declined for seven con-

secutive years prior to 1986, reach-
ing.a record loss of $25 billion in
1985. The trend was reversed in

1986, but the industry still posted
a $15.8 billion underwriting loss.

The return on net worth was

13.1% in 1986-up from 3.9% in
1985 and 1.8% in 1984.

The industry posted operating
income of $5.6 billion in 1986-but

that followed two years of record
losses.

And, the industry had a record
$12.7 billion in net income after

taxes in 1986, but that was after

dismal showings in the two previ-
ous years, when operating losses
were barely offset by tax credits
and realized capital gains.

Realized capital gains also are
largely responsible for the 1986
record in net income. "More than

50% of the 1986 net income came

from a record amount of realized

capital gains," ISO reports.
In fact, the report notes that one

of the big problems facing the in-
dustry is that "insurers continue
to depend on income other than
that generated from day-to-day in-
surance operations."

"Operating income, the sum of

underwriting income and invest-
ment income, was $5.6 billion in

1986-contributing less than 45%
to the industry's total net aftertax
income of $12.7 billion."

And, the report continues, "This
operating income was more than

25% higher than might otherwise
have been expected because of
1986's unusually low payments for
claims resulting from natural ca-
tastrophes."

That good fortune has made the
1986 results appear better than

they might actually be, according
to the report: "If the industry had
incurred a more normal level of

claim amounts due to catastrophes
and if realized capital gains had
contributed a 10-year average rate
to net income instead of an ex-

traordinary amount, the 1986 re-
turn on net worth would have been

approximately 9%" rather than
13.1%.

Even the 13.1% return on net

worth only means that the industry
finally is approaching average
profitability, the report says. The

Fortune 500 industrial companies
earned an average 13% return over
the seven years from 1979 to 1985;
during that time, the property/ca-
sualty insurance industry's return
averaged less than 9%.

"The insurance industry must do
better than just survive-it must

grow to meet the demands of an
expanding American economy,"
ISO says. "This growth is possible
only if the industry can offer'a suf-
ficient economic return to inves-

tors so that their capital will be at-
tracted over the long term."

And, ISO says, there are several
potential roadblocks :o the indus-
try's offering that economic return.

First of all, insolvencies and fi-

nancial problems continue for in-
dividual insurers. During 1984-86,
a record 56 insurers were declared

insolvent, and 110 insurers lost
money in 1986.

One major reason for the prob-
lems facing individual property/
casualty insurers is the increasing
difficulty of collecting from rein-
surance companies.

Eight reinsurers have been liq-
uidated since 1983, and an addi-

tional 11 reinsurers reported that
their 1985 surplus was less than
half their 1982 surplus. As a result,
"reinsurance that was once be-

lieved to be reliable may, in fact,
be uncollectible," the report says.

This is especially ominous be-
cause "property/casualty insurers
have become increasingly depen-
dent on reinsurance."

Reinsurance recoverables repre-

sented $73 billion-or 96%-of the
property/casualty industry'ssur-
plus in 1985. In comparison, it re-
presented $26 billion-or 60%-of
surplus in 1979, ISO says.

In addition to these threats from

within, ISO says, the property/ca-
sualty industry faces threats from
without.

For example, the Tax Reform Act
of 1986 is expected to increase the
tax liabilities for most insurers.

Alicia $1.27 billion. Elena $622 million. Gloria
$618 million. First there's the calm. Then the storm.

The losses pile up.
Wben tbe next devastating bunicane bqppens,

will your mtustropbe minsumnce limits be adequate?
E.W. Blanch announces CATALYST.
FinallK the latest technological advances in

computer science and weather analysis combine
to create a hurricane and tornado catastrophe risk
model that dares to look to the future. CATALYST.

Using National Weather Service Data
and Monte Carlo mathematical simulation, the
CAIAIYST model can estimate your Probable
Maximum Losses due to either hurricane or

tornado catastrophe.

Another threat is posed by state
regulators who have moved away
from competitive rating systems,
requiring insurers to obtain prior
approval for some or all rates.

Finally, the tort system is in-
creasing expenses for insurers. In-
surers' legal defense costs have in-
creased in each of the past nine
years, and now represent 32% of
incurred claim totals.

The ISO report concludes that
although 1986 results were promis-
ing, the industry cannot lose sight
of the continuing problems and
uncertainties it faces.

"Only prudent management,
cost-based pricing and astute in-
vestment strategies can place indi-
vidual insurers in a position to de-
liver returns adequate to support
the growing insurance needs of the
American economy," ISO says. I

The analysis is tailored toyour book ofbusiness,
using your insurance in force by line by zip code.

Make reinsurance decisions
with more confidence.

By simulating both the frequency and the
severity for as many as several thousand storms, we
develop a profile ofpotential losses. From this you
can more confidently decide how much catastrophe
reinsurance to buy

Test cases prove CATALYST is reliable.
The CAIAIYST model has been run using the

measured storm characteristics of Hurricane Gloria

and applied to sample companies. Estimated losses
were within 8% of those actually incurred.*
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Continental execs fear effect of trade war
LONDON-A trade war between

the United States and Japan will
cause more harm to the U.S. insur-

ance industry than rate competi-
tion, two Continental Corp. execu-
tives contend.

"Nothing will impact the (U.S.)
economy more quickly," said

Charles A. Parker, executive vp of
Continental. "Just the expecta-
tions of a trade war will cause

manufacturing to decline quickly.
This will have more impact on our
business than a (change) on premi-
ums. A trade war is serious and

shouldn't be taken lightly."
"It will be one of the most criti-

cal and debated issues," added
John P. Mascotte, Continental's
chairman and chief executive offi-

cer. "Cooler heads should make

themselves heard on this subject."
Earlier this month, after Busi-

worldwide

ness Insurance spoke to the Conti-
nental officers in London, the U.S.

government imposed 100% duties
on Japanese electronic imports.

Mr. Parker is so worried about

the impact trade barriers would
have on the insurance industry
that he sent a telegram to Presi-

dent Reagan voicing his concern.
Trade barriers could turn a mod-

est economic recovery in the
United States into "a slowdown or

recession," Mr. Parker contended.
As a result of trade barriers, man-

ufacturing may decline, which
would mean fewer risks to insure,
he said.

A reduction in exports will affect
not only global insurers but also

U.S. insurers that write only do-
mestic business, Mr. Mascotte
added. "The U.S. is finding out
that to trade worldwide it has to be

competitive. That costs money and
jobs. It is simplistic to assume we
can go back to the Eisenhower era.

We are a complex world economy."
Continental is the third-largest

market offering global insurance
packages to multinational cor-
porations after American Interna-

tional Group Inc. and CIGNA
Corp., according to Mr. Mascotte.

Continental now has offices in

more than 40 countries and is re-

presented by local underwriters in
another 60 countries, he said.

Mr. Mascotte and Mr. Parker

IS -F
1

stopped in London on their third
annual tour of European cities to
talk with institutional investors

about Continental's results and fu-

ture strategy.
"We are telling them that we

have participated in the recovery
in the U.S.," Mr. Mascotte noted.

"We are also telling them that 1987
prospects are better than 1986."

This year will be a "mainte-

nance" year for premium volume,
Mr. Mascotte predicted. "We are
not seeing a huge growth in premi-
ums," but premium volume won't
decline, he said.

-By Stacy Shapiro

French regulations
PARIS-French insurers believe

the French government within the

next few weeks will complete new

Hurricane Hotline.

Since CATAIYST can simulate individual storms,
we offer our Hurricane Hotline as an early warning
system. In the hours before landfall, we will run the
National Weather Service's latest estimates of likely
storm characteristics and instantly communicate the
range ofloss estimates toyou. Soyou canplan claims
strategies be/b,e the storm.

Recoverables advanced within
48 hours.

In addition to CATAIYST,for qualifying programs
we have developed a rapid recovery facility to protect
you from potential investment liquidation or cash
flow shortfalls. We will advance first layer windstorm

catastrophe losses within 48 hours of notification
ofyour companfs paid loss recoverables.

Find out more about

how E.W. Blanch can help you.
Call us and let us showyou what our thirty

yeara of reinsurance experience and state-of-the-art
catastrophe capabilities can do for you.

For more information, call Frank Wilkinson,
CPCU and Partner at (612) 893-1977. E.W Blanch
Co. Reinsurance Services, 3500 West 80th Street,
Minneapolis, MN 55431, Telex 62814039.
Individual compam''s model results may van: © EX%< Blanch C o. 1987

E.W. BLANCH CO.

insurance regulations to replace
the "obsolete and useless" insur-

ance regulations currently in use.
The new code, the "Code d'As-

surance," probably will detail
rules under which insurers must

operate, like solvency ratios, and
outline how insurance company

accounting should be presented,
said Serge Magnon, assistant gen-
eral director of the French Federa-

tion of Insurance Companies.
Details of the new code are being

drawn up by a government com-
mittee. "The work is extremely
confidential, and no one knows yet
how the laws are going to be
changed," Mr. Magnon said. How-
ever, he expects that the new code
will be completed within the next
few weeks.

The new code is one of three gov-
ernment reforms affecting the in-
surance industry, according to a
speech given last month by
Edouard Balladur, French minister
of state for the economy, finance

and privatization.
The government also plans to in-

troduce legislation in the fall that
will increase competition in the
French market, he said. The legis-
lation will reinforce the European

Court of Justice's ruling last year
that all European Community na-
tions must allow insurance com-

panies to trade across EC country
borders (BI, Dec. 15, 1986).

In addition, the French last year

decided to make it illegal for the
government to fix insurance prices.
France and the United Kingdom
are the only EC countries to ban
insurancf tariffs.

The government also is selling
off its state-owned insurance com-

panies, Mr. Balladur noted.
The first company scheduled to

be sold is France's second-largest
insurance group, Assurances Gen-
erales de France.

"It, in fact, has proved to be
fairly difficult to privatize AGF,
because there have been consider-

able technical difficulties in put-
ting a valuation on the assets of an
insurance company," Mr. Magnon
said. A group of experts is still stu-
dying AGF's accounts in an at-
tempt to fix a price for the com-
pany's shares.

-By Will Henderson
and Denise Clavelour
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Bill would codify comp pools' tax-exempt status
By DEBORAH SHALOWITZ WASHINGTON-Self-insured

workers compensation pools would
receive permanent tax-exerip: sta-
tus under a bill introduced this

month by Sen. Donald W. Riegle
Jr., D-Mich., and co-sponsored by
Sen. Carl M. Levin, D-Mich

The bill, S. 1019, would amend
the Internal Revenue Code te en-

sure the tax-exempt StatLS of
group self-insured workers Dom-

pensation funds. A companion
House bill, H.R. 1709, was intro-

duced earlier this spring by Rep.
Guy Vander Jagt, R-Mich., ani co-

sponsored by almost all 01 the
Michigan representatives.

Historically: workers compensa-

tion self-insurance pools have
operated as mutual insurance :om-
panies-collecting premiums from

washington

their members to pay operation
costs and claims, and returning ex-
cess money as drviden(is. Such mu-
tual operations are not taxed since
they retain no funds.

Last year, however, an IRS audit
of a Michigan pool resulted in a
notice for $18 million in back
taxes, interest and penalties (BI,
Oct. 27,1986).

The IRS argues that since these
funds are not actually mutual in-
surance funds, they should not be
treated as such for tax purposes,
according to Ser.. Riegle.

But others claim the IRS code is

unclear regarding the status of
self-insured workers comp pools.

A moratorium on the taxation of

work comp pools will continue
until Aug. 16.

Child-care mandate

Employers would not be allowed
to deduct group health plan ex-
penses unless the plan includes
first-dollar coverage for pediatric
preventive health care, under a bill

introduced by Sen. John H. Chafee,
R-R.I.

The bill, S. 968, would require
businesses to include children's

preventive care and health super-
vision services in their employee
health benefit packages icr the in-
surance premiums to be deductible
as a business expense A compan-

Shenglhand seeurly in achanging world.

SKANDIA AMERICA GROUP

ion bill, H.R. 1449, was introduced
in the House last month by Rep.
Edgar L. Jenkins, D-Ga.

Urder Sen. Chafee's bill, care for

children up to 18 years old would
include complete physical exami-
natior_s, immunizations, laboratory
procedures, vision tests, hearing
tests and developmental and beha-
ViorEl assessments.

Sen. Chafee's current proposal is
quite similar to legislation he in-
troduced in 1985 (BI, April 1,
1983}, but has two major changes,
one c f his legislative aides said.

Sen. Chafee's current proposal
wou-d not allow employers to
charge a deductible for this pre-
ventive pediatric coverage, but
would allow copayments. His 1985
bill d.d not address deductibles.

Also, the age limit for coverage of
children was lowered from 21 in

the 1985 bill to 18 in the current

proposal.
The potential savings for indi-

viduals stemming from the bill are
"substantial and self-evident," de-
clared Sen. Chafee. However, "un-

less the governnnent provides in-
centives for all insurers to offer

preventive and supervisory health
care services, it will be difficult to

break through the existing design
of private health care plans which
focus on acute care. Individual in-

surance companies regard preven-
tive services as additive in cost,
rather than as a mechanism for

long-term savings."
Sen. Chafee said that children

screened through an early and pe-
riodic screening program run by
Medicaid, the state-supported pro-
gram that provides health care for
the poor, cost Medicaid less than
those that weren't screened.

For example, children in Ohio
screened through the program
were 30% less costly to Medicaid
than other children, according to
Sen. Chafee.

"It would make sense that a sim-

ilar return on investment in pre-
ventive health care would occur in

the private sector," concluded the
senator.

EPA proposal
Owners and operators of under-

ground tanks used to store petro-
leum would have to buy between
$1 million and $6 million in en-

vironmental impairment liability
insurance or provide one of several
alternative financial responsibility
mechanisms under rules proposed
by the U.S. Environmental Protec-
tion Agency.

These financial responsibility
rules are part of a Inajor regula-
tory program the EPA is proposing
for the more than 1.4 million un-

derground storage tanks in the
United States.

Under the proposed rules,
owners or operators will have the
option of satisfying the financial
responsibility requirements by
passing a stiff financial test, buy-
ing EIL insurance, providing a let-
ter of credit, purchasing a surety
bond or purchasing an indemnity
contract.

The amount of coverage required
under the rules is based on the

number of tanks owned or

operated and ranges from a $1 mil-
lion annual aggregate for one to 12
tanks to a $6 million aggregate for
more than 341 tanks.

Owners or operators that fail the
financial test and cannot buy in-
surance or purchase one of the
other financial instruments may
qualify for a "suspension of en-
forcement," although the proposal
is unclear on exactly how such a
suspension is obtained.

The proposed rules will not take
effect for several months, and the

EPA plans several public hearings
on the proposal in May and June.

OPIC results
The Overseas Private Investment

Corp. had another record year in
fiscal 1986, which ended Sept. 30.

Fiscal 1986 net income for OPIC,

the federal agency that provides
political risk insurance and fi-
nance services to U.S. companies
investing in developing countries,
totaled a record $101.2 million, up
from $100.5 million in 1985.

Capital and reserves also hit a
record $1.1 billion in fiscal 1986, a

10% increase over the previous
year's record $984 million.

The agency also reported insur-
ance premiums of $1.4 billion in
fiscal 1986. In the first six months

of fiscal 1987, from Oct. 1, 1986,
through March 31, 1987, OPIC is-
sued a total of $544.4 million in in-

surance for 25 projects. I

-
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In 1910, when the great comet blazed the evening skies, 
Foreteller of doom. Beholder of cosmic origins. Or just a

reason to celebrate.

Back then, when the return of Halley's comet caused
everything from a panic to a party, Allendale had been
recognized as a stellar property insurer for three-quarters

of a century.
In a changing world where events like this shape history,

this is our way of reminding you of one progressive, stable
company that's been around since 1835.

Today at Allendale, we continue to shape the history of
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Ilendale had been a visible property insurer for 75 years.
loss control with engineering, training, research and testing,
responsiveness and fairness in the way we do business.

Throughout the years we've been more than an ordinary
insurance company. Commitment to our insureds goes well
beyond the property coverages we provide.

After a century and a half, that part of our philosophy is
not about to change Allendale Insurance, RO. Box 7500,
Johnston, Rhode Island 02919.
Allendale Insurance/Factory Mutual System
Over 150 years of progress and stability.
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 EXCESS INDEMNITY POLICYFblicy Number:

Excess

bibility
Policy

Jilla

American Excess Insularxe Association

ThePatchworkQuiltVs.
Our$ZMi]]ionBlanket.

r&+/

A single policy of $75 million over $25 million in excess liability coverage is now avail-
able from the American Excess Insurance Association.* We're a new facility comprised of
domestically admitted insurance companies. Within our policy you can avoid missing layers,
inconsistent language, offshore captives or disputes among multiple carriers.

You enjoy the benefits of one claim manager, one underwriting facility, one policy of
$75 million beginning at $25 million. You may choose $50 million or $25 million policies (also
in excess of $25 million) if they represent your top layer of coverage.*

The members of the American Excess Insurance Association (you may have heard us
called the '*merican Slip") are among the nation's largest and strongest insurance institutions,
with the capacity to finally bring stability, consistency and permanence to the excess liability
market. The association is qualified to do business in almost every state of the union.

Your premiums are tax deductible and there's no added investment or "reserve premium"
to lock you in. Our underwriting standards are designed to satisfy a broad spectrum of American
business.

If you're interested in the advantages of stable and uniform excess
liability coverage, ask your broker or company agent to call this number:
(203) 528-1931.

*Note: A few classes are restricted to $50 million in excess of $50 million.

Each member is severally and not jointly liable for its share, as specified in the policy, of any assumed risk. Terms and
conditions of coverage are as stated in the policy.

American Excess
Insurance Association

/Ema Life & Casualty, Insurance Company of North America, a CIGNA company, Chubb Group of Insurance Companies,
Crum and Forster Insurance Organizations, General Accident Insurance, The Home Insurance Company, NAC Re Group, The Travelers, Zurich-American insurance Group.

(Underwriting member companies: The /Ema Casualty and Surety Company, Insurance Company of North America Federal Insurance Company, United States Fire Insurance
Company, General Accident Insurance Company of America, The Home Insurance Company, North American Company for Property and Casualty Insurance,

The Travelers Indemnity Company, Zurich Insurance Company, U.1 Branch.)
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IMPROVED CHOICE
Adding 401(k) to cafeteria plan benefits employers, employees

By Raymond C. Linstrum
and Laura B. Reale

IN THE WAKE OF The Tax Reform Act of 1986, it

appears that 401(k) plans should maintain their
status as the fastest growing employee benefit of the
19805 'THWILLEALLY

Also gaining in popularity are cafeteria plans, as
authorized by Section 125 of the Internal Revenue 3 1 BRING OUT THE
Code and which also have been preserved by the FLAYORIff

.e

1986 tax reform package The appeal of both plans *

has led many benefits managers and financial
*

planners to wonder if the two plans have a future
G1+

together That lS Should employers include the
401(k) with a flexible benefits program?

We feel the answer for most employers is yes iwq, ZO --3 at Y HIf
In fact, combining a 401(k) plan with a program of 4 1 111 ,/flexible benefits is one way to take full advantage of

already have taken this triumphant approach to
Section 125, and numerous "flex" employers ik.»
plan design 4

A 401(k) plan can be used to complement a /

cafeteria plan in two basic ways One approach is to ( J1
2 2

offer both plans separately Each employee may use f 4 1

employer provided contributions or credits and/or t
-

salary reduction amounts to purchase a selection of --

, 1 :C . f

benefits available under the cafeteria plan
4

'

A Section 125 plan may offer employees a variety A *.

of taxable and non-taxable benefit choices,

including cash, vacation time, group term life . CAFETERKA 1 y-1, »4 -

insurance, coverage under accident, health, 1 It

disability, dental, qualified group legal services or 3 - #,it PLANS I
-- -

-
I -

dependent care assistance plans, and qualified cash l ti' .. A

or deferred arrangements as defined in Section *' /- * 4*.
-

401(k)
„

. -
/7 9" 4414'dCEE#ikee-

The 401(k) would not, however, be one of the

optional benefits offered m the cafeteria plan menu
Instead, each employee would fund the separate plan with a program of flexible benefits can be for cafeteria plans cause any special problems?

401(k) plan through a separate salary reduction quite attractive to employees Employees can elect The inclusion of a 401(k) provision may, for all

agreement with the employer low- or moderately priced health benefits that still practical purposes, mandate the adoption of a cash
The alternative approach lS to incorporate the provide adequate protection, have excess credits option plan in the program Proposed Section 125

401(k) plan fully in the Section 125 flexible benefit remain non-taxable and, at the same time, augment regulations specify that elective contributions may
plan In this way, the 401(k) plan becomes one their future retirement income be directed to a Section 401(k) plan that is

of the optional benefit offerings under the cafeteria This feature becomes even more important in light combined with a Section 125 plan Internal Revenue
plan and employer contributions not used to of new restrictions on Code Section 401(k)

purchase other benefits can be contributed to the eligibility for deductible | speaking out proposed regulations

401(k) plan along with regular salary reduction contributions to define elective

deferrals The overall limit on employee Individual Retirement contributions as those that

contributions to the 401(k) plan would, of course, Accounts For the employee, depositing those result from salary-deferred elections by the

continue to apply Section 125 credits directly to a 401(k) account is employees in lieu of cash

We feel most benefit managers, particularly those much more convenient than taking them as cash and That iS, :f excess credits are allowed to be invested
at medium-size and larger firms, should take then completing a separate 401(k) enrollment form in a 401(k), they must also be eligible to be turned
advantage of the credit methodology allowed by to convert the amount to a 401(k) contribution into hard cash for the employee Employers are

Section 125 and offer Section 401(k) as one of the The advantages of combining a 401(k) plan with a sometimes reluctant to turn benefit dollars into
plan options The potential advantages to the Section 125 plan for both employers and employees straight cash, in part due to concerns that
employer for combining a 401(k) plan with a Section are increased employee satisfaction and augmented employees will "take the money and run "
125 in this way are retirement income Another factor to be considered when evaluating

1 It provides employees a tax-favored Advantages to employers only are ease of whether to combine the 401(k) as part of the flexible

investment option for excess flexible benefit credits employee communications, simplified benefits program or to offer it separately is whether

1 It eases employee communications-the administration and incentive for health care cost an employer is currently meeting the 401(k)
employer has to explain the concept of choice and containment non-discrimination test by only a narrow margin

salary reduction only once For employees only, the advantages of a Currently, a finding of discrimination in the
1 It increases employees' satisfaction with the combination are a tax-favored benefit option and 401(k) plan may render the entire flexible benefits

benefit package because employees are given contribution convenience plan discriminatory if a Section 125 flexible plan is

additional choice and flexibility Combining the retirement savings plan with the combined with a 401(k) arrangement Under the

7 It simplifies administration Enrollment and flexible benefits plan may not be the best course for new uniform non-discrimination rules enacted
processing are coordinated all employers. There are several factors benefits under the 1986 legislation, this "domino effect" on

1 It provides employees with an incentive to opt managers and financial planners must consider, the remainder of the cafeteria plan may not
for lower-cost health care benefits since the including necessarily be true

"freed-up" flexible benefit plan credits can be 4 Will the employer want to offer a cash option These new non-discrimination rules, which

directed to the 401(k) in the Section 125 flexible plan for use by employees impact all traditional employer-provided group
For many of the same reasons, combining a 401(k) who have excess credits remaining after selecting term life insurance and health plans as well as

their benefit coverages? 401(k) and cafeteria plans, will need final

;00 Will the results of Internal Revenue regulations before such issues can be clarified The
Raymond C. Linstrum ts president of CIGNA

Employee Benefits Serutces Inc, a unit of CIGNA Service-required non-discrimination tests for concern is that the contribution of excess credits

Corp in Hartford, Conn Laura B Reate ts assistant cafeteria and 401(k) plans be affected? into the 401(k) plan could cause the average deferral

vp-marketing in the Group Pension Division of / Should the employer match Section 125 credits percentage (ADP) of highly compensated
Connecticut General Life Insurance Co, a that are contributed to the 401(k) plan? participants to actually increase, which in turn

Hartford-based CIGNA Corp. unit 8,0 Will the annual enrollment process required Continued on next page
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General finance affects risk management
By The Insurance Institute

of America A.R.li. exercises reliance on either insurance or

self-funded reserves, depending on the
circumstances

The following question and answer depend, in large part, on the numerous, but do not individually Normally, higher interest rates and 4

are drawn from the cumculum for the characteristics of the potential losses to increase in size, they become more investment returns would tend to

Associate m Risk Management be fmanced and the characteristics of predictable, more nearly favor the self-funded reserves,

designation awarded by the Insurance the organization. Assume that an "budgetable " Therefore, this change through which an organization could
Institute of America They represent organization that currently relies in loss experience favors increased control-and earn more interest
the type Of question asked, and heavily on commercial insurance is retention through the self-funded on-its own money
poss:ble answers to, the three considering establishing self-funded reserve and less transfer of However, if an insurer offers a
examinations for the ARM reserves through which to retain losses diminishing risk to the insurer "cash-flow plan" for paying premiums *
designation from certain exposures • Profitable opportunities to use and crediting policyholders with

Thts month's material, drawn from Explain in detail whether each of the cash should tend to dissuade an earnings on reserves that are higher
the December 1986 national following circumstances would favor organization's management from than the organization could generate
examination zn ARM 56-Risk greater reliance ona self-funded establishing or adding to reserves for through its own reserves, then rlSIng
Financing, illustrates how many risk reserve and less reliance on commercial losses. interest rates may tend to lead to
management dectszons are :nBuenced insurance. Any money placed in such reserves greater reliance on insurance
by the same factors that affect an • The frequency of accidental losses, typically must remain liquid to pay for

The sample questions and answersorganization's overall fmancial but not their size, increases losses when they occur, thus
management, thus requinng • The organization needs cash for used in this column are taken from thegenerating only a relatively low rate of

Assoctate in Risk Management deng-coordination ofnsk management unth some potentially highly profitable return compared with what the
nation curnculum of the IIA For moregeneral ftnance ventures organization could earn by buying informatzon on the content Of the

• Interest rates rise insurance and investing the remaining A.R M program, wnte Dr G L Head,
An organization's choices among funds m the new profitable ventures Vp, Insurance Institute of Amer:ca,

ef:
alternative risk financing techniques A: • As losses become more • Rising interest rates may increase P 0. Box 314, Malvern, Pa 19355

Disability cover continues despite one day of work: Court
dar

S,135 A one-day return to work did not separate two
 periods of recurrent disability under a group

such previous period of disability
legal briefs The appellate court said that Mr Johnson's

5, disability insurance policy, the Supreme Judicial one-day return to work did not separate the two
Court of Maine ruled. periods of recurring disability Even if it did, the

Raymond Johnson obtained coverage under a able to work thereafter Mr Johnson sought benefits court said, Mr Johnson would be entitled to further
b. 3 group disability policy in connection with a under the policy benefits because of the six-month period

mortgage transaction on his house On Sept 16, John Hancock denied additional coverage Mr Johnson us John Hancock Mutual Life Insurance
1980, while the policy was in force, Mr Johnson was Johnson sued but lost in the trial court Co, Supreme Judicial Court of Maine, March 3,

VI seriously injured in an accident necessitating On appeal, Mr. Johnson argued that the policy 1986 (BI/01/J -$10)
amputation of his leg was ambiguous and that he suffered from a

ft' John Hancock Mutual Life Insurance Co paid his recurring disability, thus obligating John Hancock These abstracts were prepared by Cases Unlimited
disability benefits for 18 months in accordance with to pay additional benefits The policy did provide Inc Copies of these decistons are avattabte by
the insurance contract for coverage for a recurring disability arising out of sending a $10 check payable to Cases Unlimited

% Mr Johnson attempted to resume work on Dec the same cause before the expiration of six to Business Insurance, 740 N Rush St, Ch:cago, IU
22,1981, but worked only on that day He was not consecutive months after the date of termination of 60611 List the number for each opinion

401(k) complements cafeteria plan
Continued from prev:ouspage Of course, the major negative to this approach is Section 401(k) plan with the Section 125 plan,
could cause a previously "passing" 401(k) plan to that the employer's cost could increase, albeit except where an employer is unwilling to provide a
"fail" after a flex plan and a 401(k) are combined slightly, because of higher "matching" cash option or where an employer may have

This outcome would be most likely for a 401(k) contributions and less Social Security FICA savings difficulty in meeting the non-discrimination test
plan that already was on the edge of failing the Sections 125 credits that are directed to a 401(k) This approach is appropriate even for smaller
non-discrimination tests plan lose their exemption from FICA taxes employers that want their flexible benefits and

Depending on salary levels of employees choosing Combining a flexible plan and a 401(k) plan also retirement savings plan designs to be
%5* to contribute credits into the 401(k) plan, employee can affect employee enrollment procedures straightforward and easy to administer t,mbining

deferral percentages and other plan design options In a stand-alone 401(k) plan, the major enrollment them makes good sense as long as it is suppo.ted by
» would need to be revised to bring the 401(k) plan process is conducted just once, and employees may a strong systems capability and quality enrollm:nt

into compliance change their elections on an individual basis, support
Examples of such revisions could be to reallocate subject to plan administrative rules It should be pointed out that a separate retirement

highly compensated salary deferrals to an aftertax In some cases, employees may not change either savings plan can be communicated and
thrift account, to increase the employer match to the rate of their contribution or their investment administered along with the cafeteria plan

531 generate more participation by lower-paid mix Be., equity, fixed income, money market, Combining or integrating the plans by allowing
employees or to lower employee contributions to company stock, etc) for many years Other excess credits to be deposited directly into the

*1% acceptable levels employees may change both the amount and the mix 401(k) plan is not a prerequisite of centralized€'',

If a 401(k) plan includes an employer matching two or three times a year administration

contribution feature, then a decision must be made In a flexible benefit plan, employees are required For a benefits manager who already has adopted a
as to whether the excess benefit credits that an to re-enroll annually and their elections must 401(k) plan and then decides to implement a flexible _
employee may direct to the 401(k) plan will be remain in effect for the entire 12-month plan year benefits program, lt lS strongly recommended that
matched Many 401(k) plan sponsors provide aI - unless a qualified life status event occurs (i e, the entire 401(k) be re-enrolled to consolidate all
"match"-typically 25% or 50%-to the salary divorce, marriage, death, addition of dependents, employee choices into one master record-keeping
reduction contribution made by the plan loss of spouse's Job) data base

participant, usually up to a maximum contribution When a 401(k) plan is combined with the Section Otherwise, it may be too cumbersome to identify
of 5% or 6% of pay 125 program, excess benefit credits deposited into those employees who participate in the ordinary

If an employee is not already contributing at the the 401(k) also would be subiect to the rules of the 401(k), but who do not elect to contribute excess
maximum 5% or 6% for "matching" purposes, then flexible plan This would mean that the ability to credits to the 401(k)
it may make sense for the employer to match any change either the amount of that contribution or Again, the systems support available is an
excess credits contributed to the 401(k), subject to how that contribution is invested would not be important consideration in the plan design
the overall plan design limitation Otherwise, the permitted with respect to those excess credits. decisions

employee would be forced to achieve the same It would appear, however, that the flexibility in The 401(k) option iS still a highly attractive,
objective by receiving the excess credits as cash and these two areas with regard to the basic employee tax-advantaged investment for fulfilling employees'
simultaneously entering into a new 401(k) salary salary reduction contributions to the 401(k) plan long-term retirement needs. When managed
reduction agreement that reflects the additional would be preserved properly, it can represent a valued addition to a
amount We recommend most companies combine the flexible benefits program

%*C



Is your reinsurer
what he appears to be?

D ehind your reinsurer's smiling face, blue North American Re has been
9 suit, and hearty handshake, is there a providing secure reinsurance for over

NOETH AME12ICAN

solid organization? 77 years.
Or is your reinsurer some clown We never find ourselves on the high

without the financial stability to back up his wire of under reserved liabilities because
lofty promises? we conservatively manage our risks. ms

Those are the kinds of reinsurers that North American Re.
We Take Your Riskcollapse or quit, when costly reinsurance When you want a solid reinsurer, Out Of Reinsurance.claims arise. not just a facade.

NORTH AMERICAN REINSURANCE CORPORATION 237 PARKAVENUE, NEW YORK, NY 10017 el2) 907-8000
ATLANTA BOSTON CHICAGO DALLAS LOS ANGELES NEW YORK PHILADELPHIA SANFRANCISCO



30 / business insurance, April 27, 1987

NAIC model law
Continued from page 3

Mr. Harkavy fears that if indi-
vidual states adopt the NAIC
model law with this restriction,
risk retention and purchasing
groups also may be subject to more
state regulations, which the 1986
federal act was designed to pre-
empt.

Attorney Michael J. Mullen, with
the Washington law firm of
Crowell & Moring who represents
risk retention groups, also critic-
ized the amendment requiring a
risk retention group to operate
through licensed agents or brokers
in states other than where it is
based.

"I certainly recognize the legit-
imate concern to make sure that

you have full power to act against
any fraudulent or deceptive acts or
against any hazardous financial
condition," Mr. Mullen com-
mented. "We are just concerned
about adding additional require-
ments that appear to be inconsis-

tent with some provisions of the
federal act."

Mr. Mullen said he found other

"troubling" provisions in amend-
ments to the NAIC's model act that

appeared to be inconsistent with
the federal act, including:

• Requiring a risk retention
group in one state to comply with
an injunctive order issued in an-
other state by a court of competent
jurisdiction or by a U.S. District
Court based on a finding of finan-
cial impairment or hazardous fi-
nancial condition.

Mr. Mullen said a federal court

order could be binding nationwide,
but not a state court injunction.

The NAIC's Mr. Thornberry said
the provision stemmed from am-
biguous language in the federal
act.

• Making a risk retention
group that violates any provision
of the model law subject to fines
and penalties applicable to li-
censed insurers generally, includ-
ing revocation of its license and/or
the right to do business in a state.

The federal act requires a court
order to prevent a risk retention
group in hazardous financial con-
dition from operating, Mr. Mullen
said.

• Requiring a purchasing
group to specify its marketing plan
and pay a filing fee.

• Notifying risk retention or
purchasing group members that
their source of coverage may not be
subject to the protection of all
state regulations, including guar-
anty funds.

Mr. Mullen said this provision
could be acceptable if other non-
admitted insurers also were re-

quired to give similar notice.
The NAIC model act has no legal

authority. It is designed primarily
to give the states guidance when
they draft legislation to implement
the federal Risk Retention Act.

Last year's changes to the 1981
Risk Retention Act allow public
and private entities with similar
risks to band together to self-fund
or purchase all types of commer-
cial liability coverages except
workers compensation. The 1981
law applied to only product liabil-
ity and completed operations in-
surance.

Under the expanded law, entities
can establish a special multiowner
captive insurance company-called
a risk retention group-or form a
group to purchaseinsurance on a
group basis-known as a purchas-
ing group.

A risk retention group chartered
in one state is free to operate na-
tionwide without having to obtain
prior rate and policy form ap-
proval from every state in which it
does business. Also, the groups do
not have to use licensed, commer-
cial insurers as fronts to avoid

run-ins with regulators.
While advocates of risk reten-

tion groups embraced the NAIC's
model law after a compromise was

reached at the NAIC's December

1986 meeting in Orlando, Fla., the
proposed amendments to the model
law are drawing criticism (BI, Dec.
15,1986).

The amendments restore the

model act to its "initial, unaccept-
able form with even more onerous

restrictions," complained Mr. Har-
kavy.

However, Illinois Insurance
Director John Washburn said that

state regulators are not out to kill
the act, but they do have real con-

cerns about risk retention groups'
solvency and market conduct, as
well as how they will be taxed.

The Risk Retention Act has

"taken away the ultimate leverage
a state has, which is the licensing
leverage," Mr. Washburn said. So,
state insurance regulators are try-
ing to deal with these concerns
under a new structure. "It is very
difficult," he said.

The NAIC consistently has op-
posed risk retention groups be-
cause state regulators feared many

The amendments

restore the model act

to its 'initial,

unacceptable form,'

says Mr. Harkavy.

of the groups would lack sophisti-
cated insurance knowledge and be-
come insolvent, leaving members

unprotected since the grcups will
not be backed by state guaranty
funds.

"I see what's happening with
certain individual insurance de-

partments. They are hoping (the
risk retention act) will die a nat-
ural death in the sense that market

conditions will improve or we will
litigate this sucker to death," Mr.
Harkavy said.

In an interview following the
meeting, he declined to identify the
insurance departments to which he

referred.

However, Richard C Hsia, dep-
uty superintendent of the New
York Insurance Department, crit-
icized Mr. Harkavy's "blunder-
buss" attack of the model act

amendments, when his main con-

cern is limited to the question of
local agen:s.

In response to some concerns
from regclators that purchasing
groups will buy coverage from fly-
by-night offshore ins_rers, Wash-
ington attorney Beth Kravetz said
she interprets the federal act to
allow states to require that pur-
chasing groLps buy ir surance cov-
erage only from insurers admitted
in the state m which -he risk is 10-

cated or frcm author.zed surplus
lines insurers.

Ms. Krav€tz, who specializes in
advising risk reten:ion groups,
represents Washington, D.C.-based
HOW Insurance Co., t..e first major
domestic risk retention group
formed under the original 1981
Risk Retention Act.

Other proposed changes to the
NAIC's model risk retention law

include:

• Restricting public entities
from obtaining liability insurance

from any purchasing group or any
risk retention group not chartered
in their home states.

• Excluding insurance ob-

tained from a risk retention group
not chartered in a state from being
used to demonstrate financial re-

sponsibility for a license or permit
to undertake specific activities.

• Taxing purchasing group
premiums at the same rate and

subject to the same interest, fines
and penalties for non-payment as
those applicable to premiums paid
for similar coverage by commercial
insurer policyholders.

• Specifying that a purchasing
group may not purchase insurance
policies with deductibles or self-
insured retentions unless the de-

ductible or SIR is the sole respon-
sibility of the individual members
of the purchasing group. I

Some OfOurBem

Never SeeThe Light

Coveredby About the onlyArgonaut. Baltimore workers
dugaroand skyscrapers to build the MrA. thing more complex _ 
than building a rapid transit project is insuring it.

To provide workers' comp and liability coverage for ... m..

thousands of workers in dozens oftrades is only slightly:Fl*11Vmore challenging than squaring the circle.
But we did it.With an idea.                                                                                                                                          -
One master program,

an owner-controlled ./"wrap up" that covers « «.,74

every contractor and Atgonautpmkctien Vpqg

subcontractor on a helped Atlantis transit
system expand to 27.5 miles.

project. And lowers * $5 minion.
Returned premiums ofover
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NAIC ready to meet challenges: Regulators
By MEG FLETCHER

LEXINGTON, Ky.-The Na-
tional Assn. of Insurance Commis-

sioners stands ready to meet chat-
lenges posed by marketplace
changes and federal officials who
want to regulate the insurance in-
dustry, officials say.

"Our resources and abilities have

never been stronger," said Ar-
kansas Insurance Commissioner

Robert M. Eubanks III during the
opening session of the NAIC's zone
meeting in Lexington, Ky., earlier
this month.

State insurance regulators won't
allow themselves to be lulled by
the emerging semblance of cover-
age availability because buyers-
and would-be buyers-still face
affordability and availability
problems, said Mr. Eubanks, who

chairs the organization's Southeast
zone.

In addition, state regulators say
they won't be brushed aside by
some vocal federal officials who

want to modify or repeal the
McCarran-Ferguson Act, which
gives states the primary authority
to regulate the insurance industry
and grants insurers limited exemp-
tions from antitrust laws.

Federal Trade Commission
Chairman Daniel Oliver "blames

our current insurance problems on
a lack of competition," Mr. Eu-
banks said, noting he was airing
his personal views.

He pointed out that federal in-
tervention in the insurance indus-

try in the past has caused a variety
of problems.

State insurance commissioners

gathered behind closed doors dur-

[deas
OfDay

... ( r- S

Regulators won't allow themselves to be lulled by
the emerging semblance of coverage availability
because buyers-and would-be buyers-still face

affordability and availability problems, says
Arkansas Commissioner Robert Eubanks.

ing the NAIC meeting to discuss
the best strategy to meet those
challenges.

State regulators also considered
several other topics during their
meeting:

FTC questionnaire
Several state insurance commis-

sioners discussed-outside the

meeting-the intent of a seven-
page questionnaire they received

premiums through reduced
, claims costs.

*J
V For that kind of flexible

thinking, more rapid transit
oon *  4 construction projects have come to us

 70#i / 20 years.than to any other insurer in the last )

And what a fresh approach does The »st phase
of Los Angeles

13 for rapid transit, it also does for , mammoth rapid
transit constnic-

„ 91 agriculture and industry and
under w€y

services. For big clients and small.
For you. Please call Michael Crall,

President, 415/326-0900. . 1

Because no matter how varied our clients may
be, we're really always protecting the
same thing:

Profits.

And that's the idea,
isn't it? Igonaut

from the FTC that focuses on

wide range of questions about the
operations of state insurance de-
partments.

According to a spokesman from
the New York Insurance Depart-
ment, the FTC query stems from a
complaint the agency received.

Terry Winslow, deputy director
of the FTC's bureau of competi-
tion, said that the FTC has the
right to investigate insurance-re-

surety insurance, but also asks a
lated rnatters for possible viola-
tions of federal laws unless the

matter is specifically excluded
from its authority.

In addition, the FTC can study
insurance-related matters if re-

quested by the commerce commit-
tees of either the U.S. House or

Senate. However, Mr. Winslow

said he is not aware of Congress
asking for a surety study of this
type.

The inquiry has prompted the
New York Insurance Department
to schedule a public hearing on
surety insurance at 10 a.m. May 13
at the department's New York of-
fice, the department spokesman
said.

Annual statements

All property/casualty and life in-
surance companies licensed to do
business in New York, New Jersey
and Texas will be asked to resub-

mit versions of their annual state-

ments on computer disk, the
NAIC's data collection working
group decided.

Format problems-ranging from
the very minor to the extensive-
are necessitating the request as
part of the NAIC's pilot program
for enhancing data collection, said
Nevada Insurance Commissioner

David A. Gates.

NAIC representatives will meet
with the insurers' software vendors

to help explain problems with in-
dividual companies' submissions,
Mr. Gates said. Contrary to some
companies' estimates, the resub-
mission should require only a cou-
ple of hours work for most insurer
representatives, he added. No
deadlines have been set for the re-

submissions.

The goal of the computer pro-
gram is to enable insurers to elec-
tronically transfer their financial
statements to regulators. Mr. Gates
estimated that the program is now
about 80% successful, and pre-
dicted that the remaining problems
will be ironed out soon.

Medicare pilot program
Several commissioners formed a

working group to develop legisla-
tive and regulatory initiatives to
help the federal Office of Prepaid
Healthcare implement a pilot pro-
gram for Medicare recipients.

The pilot program is designed to
deliver Medicare· payments to em-
ployers, unions and anyone re-
sponsible for providing Medicare
benefits to retirees, according to
Tina Boesz, senior policy analyst
(BI, Feb. 16).

Members of the working group
include those who serve on the

NAIC's State and Federal Health

Insurance Legislative Policy Task
Force.

Long-term health care
A preliminary draft of regula-

tions for the NAIC's Long-Term
Care Insurance Model Act was pre-
sented to a task force concerned

with Medicare supplements, long-
term care and other limited benefit
plans.

Issuds still to be decided include

standardizing Medicare-related
definitions nationally and extend-
ing benefits after a policy has been
canceled, said Andrea Lazar,

director of government relations
for Blue Cross/Blue Shield of

Phoenix, Ariz. She chaired the ad-
visory group that prepared the
model regulations.

Securities task force

The NAIC's task force on the val-
uation of securities announced for-

mation of a six-member advisory
group of representatives of the se-
curities industry.

The group will advise members
of the task force on how insurers'

securities should be valuated. I
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Continental offers malpractice coverage
products & servicesContinental Corp. is now writing

primary and excess medical mal-
practice insurance for hospitals
and groups of doctors nationwide.

The insurer: which is writing the
coverage exclusively on a claims-
made policy form, is offering
groups of at least 10 doctors up to
$2 million in primary coverage,
with no deductible. Alternatively,
it is willing to write up to $5 mil-
lion in coverage excess of $5 mil-
lion, said Timothy Mitchell, a Con-
tinental vp.

For hospitals, Continental is
willing to write primary limits of
$1 million per claimant and $3
million aggregate, plus $4 million
in excess coverage above those
limits, said Mr. Mitchell. There
also would be an automatic small

deductible whose size has not yet
been determined.

As an alternative, Continental will
write a $5 million layer excess of
$5 million for hospitals.

Mr. Mitchell would not specify
how much business Continental

plans to write except to say it will
be in the "multimillions of dol-

lars."

"We have the ability to be a very
major writer in this line of busi-
ness," he said. Given the right
jurisdiction, price and risk, "we
have a big risk appetite."

He would not provide any infor-
mation on reinsurance arrange-
ments.

Continental now has about 12

people working in its medical mal-
practice unit. Mr. Mitchell said,

"but we plan to double the staff by
the end of the year and double it
again by 1988."

He said although many insurers
have stopped writing medical mal-
practice coverage in recent years,
he believes Continental's approach
will "allow us to be in the business

for a long time and to prosper."
Mr. Mitchell said Continental

plans to be selective on where it
writes the business, writing only in
jurisdictions where the legislative
climate has been favorable.

Continental also has the advan-

tage, he said, of starting in the
medical malpractice insurance
business with a clean slate.

Continental plans to accept busi-

ness only from brokers and agents
experienced in the medical mal-
practice area, he said.

For more information, contact a
Continental agent.

Case management
A new case management pro-

gram designed to reduce cata-
strophic medical claims costs has
been introduced by Intracorp and
CIGNA RE Corp., two units of
Philadelphia, Pa.-based CIGNA
Corp.

Called RECOVERI, the program
pre-certifies all inpatient hospital-
izations, focusing on admission
only when medically necessary and
only for as long as necessary; gives
early notice of potentially cata-
strophic claims; and provides indi-
vidual case management, said

We just wanted to make a point
about being the worldb largest

valuation company.
When you're considering a valuation
company, consider the advantages of using
the world's largest and oldest. You'll be
tapping a source with the experience and
expertise to not only do the job right, but to
do it on time. You'll also be working with a
firm whose independent viewpoint avoids any
conflict of interest. All valuation companies
are not alike. We hope we've made our poi
To hear more, call Margaret Wilson at
1-800-558-8650 (in Wisconsin,
1-414-271-7240).

Corporate Headquarters: 525 E. Michigan St., Milwaukee, WI 53202

American Appraisal Associates
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Software System
e 1986 Weyerhaeuser information Systems. Compltick isa registered
trademark of Wayerhaeuser information Systems.

money back guarantee.
E] Payment enclosed (make check
payable to the AIDS Record)

El Purchase order #

George Hartz, a CIGNA RE vp.
"RECOVERI benefits both eli-

ents and patients," says Linda Fel-
lows, assistant vp and director of
CIGNA Re's group reinsurance un-
derwriting

The combined effect of the ser-

vices "can help lower medical costs
an average of $12 to $14 for every
$1 spent on case management ser-
vices," said Mr. Hartz.

"For patients, the program can
speed recovery and reduce compli-
cations by assuring timely and ap-
propriate medical care," added Ms.
Fellows.

CIGNA RE is so confident the

program will produce significant
savings that it will fully reimburse
its reinsurance clients for the cost

of Intracorp's case management
services if the medical expenses for
any covered employee exceed the
reinsurance deductible, Mr. Hartz
said.

RECOVERI is marketed by
CIGNA RE, which markets life and
health reinsurance, and is admin-

istered by Intracorp, one of the na-
tion's largest and oldest providers
of medical care cost-containment

services. Intracorp also offers the
program to employers.

The program is billed on a per-
case, time and expense basis, Mr.
Hartz said.

Intracorp controls costs by using
a nationwide network of profes-
sional case managers to assure
proper, cost-effective use of medi-
cal services, according to the com-
pany.

Case managers check on the ade-
quacy of the diagnostic facility and
the patient's treatment, identifica-
tion of alternate treatment sites,

such as nursing homes or extended
care facilities, arrangements for
home health care and coordination

of outpatient treatment and reha-
bilitation.

For more information on RECO-

VERI, contact Linda Fellows, As-

sistant Vp, CIGNA RE Corp., Hart-
ford, Conn. 06152; 203-726-4215.

Pension training
A series of three computer-based

training diskettes is being offered
by Financial Benefits Inc. to teach
basic pension and profit-sharing
information.

The package is designed by Life
Instructors Inc. to be self-correct-

ing, with lessons interspersed with
questions. A mastery test at the
end of each tutorial covers all ma-

terial.

The Pension Basics tutorial dis-

cusses basic plan design alterna-
tives such as defined benefit,
profit-sharing, money purchases,

target benefit and combination
plans. Funding methods, vesting
schedules, integration and top-

heavy benefits are covered in-
depth.

In addition, the diskettes explain
death benefits, taxation and gov-
ernment reporting requirements.

The series runs on IBM XT, AT

and compatible computers with
256K of memory and includes:
"Pension Basics," "IRAs and

Keoghs" and "Applications for
Qualified Plans."

Individual tutorials can be pur-

chased for $199, while the package
of three costs $495.

For more information, contact
the marketing department at Fi-
nancial Benefits Inc. at 1611 Loma

St., Santa Barbara, Calif. 93103;
805-564-0065.

RMIS survey
The 1986 Risk Management In-

formation Systems survey is avail-
able in the January/February issue
of Risk Management Reports.

The fifth survey of RMIS, edited
by James D. Blinn of the Tilling-

Continued on next page
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hast Division of Towers, Perrin,
Forster & Crosby Inc., reflects the
consolidation of improvements
that have occurred in the past four
years.

The 1986 RMIS Survey presents
three classes of systems: multiple-
user claims information systems,
personal or microcomputer claims
information systems and software
systems focusing on automation of
clerical or analytical activities.
The 1986 survey includes 79 sepa-
rate systenns.

Each category is organized into
seven exhibits: presentation of
vendors and their systems; basis
objectives and costs of the systems;
input characteristics; key output;
hardware and software; special ca-
pabilities; and systems evaluation.

Single-copy price of the survey is
$50 from Tillinghast Publications,
722 Post Road, Darien, Conn.
06820; 203-655-9791.

Work comp info
The revised Workers Compensa-

tion Claims Characteristics, which
examines the major aspects of
compensation claims experience, is
available from the National Coun-

cil on Compensation Insurance.
The revision updates the earlier

edition and adds new exhibits on

claimant characteristics, attorney
involvement, rehabilitation costs,

cumulative injury and occupa-
tional disease, and claim size dis-

tribution, according to Frank
White, vp and actuary.

The data used is from the Call for

Detailed Claim Information, a data

collection program designed to
collect specific information on
workers compensation indemnity
claims. Administered by NCCI
since 1979, it includes information,

as of July 1986, on claims in 16
states and on claims filed under

the Longshoremen and Harbor
Workers' Act.

The book is available to NCCI

members for $50 and to non-mem-

bers for $65 by writing to NCCI,
P.O. Box 027240, Miami, Fla.
33102-9990. Members will be

billed. Non-members must enclose

payment.

OSHA guide
A two-volume guide covering all

legal and regulatory information
regarding the OSHA Hazard Com-
munication Standard has been de-

veloped by Industrial Training
Systems Corp. of Marlton, N.J.

Volume I of the HAZCOM Man-

ual contains all the background
and legal requirements of the stan-
dard and an explanation as to who
is responsible for what and when it
needs to be done.

Also provided are sample pages
of all necessary forms, compliance
check lists, suppliers of hazardous
materials labels and a producer/
distributor index of audiovisual

training programs.
Volume II of the manual is a

model hazard communication pro-
gram and a glossary of more than
200 relative terms.

This two-part, 315-page guide is
priced at $295. Additional copies
of Volume II are available for $45

apiece.

ITS also has produced "Hazard
Communication: Supervisory

Overview,"a 10-minute video pro-
gram, as a supplement to the HAZ-
COM Manual.

The video informs supervisory
personnel of the requirements of
the OSHA hazard communication

standard and explains the role su-
pervisors play is preparing their
company for compliance. The video
is available in any format for $200
when purchased in with the HAZ-
COM Manual. If purchased separa-
tely, the video costs $400.

For more information, call An-

gela Loundes, Industrial Training
Systems Corp., 200 W. Stow Road,
Marlton, N.J. 08053; 800-922-
0782. I

McCue to assist Home president
comings & goings: industry

John McCue, formerly senior vp
at the Home Insurance Co. in New

York, has been appointed assistant
to the president. In this position,
Mr. McCue will manage special
projects and assist President James

Meenaghan in the day-to-day ad-
ministrative duties. He also will be

a member of the operations man-

agement group, the company's ex-
ecutive management committee.

Mr. McCue joined the company
in 1983 as a vp and field manager
for the Boston office. He has since

held several executive positions in
the company including senior vp
responsible for the company's
property insurance business.

In other insurer changes:

Deborah Kweller has been pro-
moted to vp at Fairmont Insurance
Co. in Burbank, Calif. Ms. Kweller
was previously Fairmont's director

of internal operations.
Robert Hogan and James Ca-

vitt have been promoted to senior
vps at Superior National Insurance
Co. in Woodland Hills, Calif. Mr.
Hogan has been in charge of work-
ers compensation since the com-
pany was established in 1985,
while Mr. Cavitt has headed the

company's property/casualty in-
surance business.

Edward J. Smith Jr. and John

S. Ward Jr. elected vps of Ameri-
can Mutual Liability Insurance Co.
and American Mutual Insurance

Co. of Boston. Mr. Smith is man-

ager of American Mutual's Lexing-
ton, Ky., service center. Mr. Ward
is manager of the insurer's Atlanta

3.-

-* ]3 , 1 /

Mr. Ward Mr. Smith

service center.

Ronald J. Bonitati promoted to
vp-product support, regional oper-
ations for Allendale Insurance in

Johnston, R.I. Mr. Bonitati joined
Allendale, a member of the Factory
Mutual System,

in 1970. Prior to

this promotion, 
he served as vp 
and dis:rict sales I ,-
manager of the
Stamford, Conn.,
office.

At the com-

mercial insur-ance division of 
Aetna Life & Ca-

Mr. Bonitati
sualty Corp. in

Hartford, Conn., the following vps
were promoted to senior vps: Wil-
liam H. Boornazian, senior vp-na-
tional accounts; John J. Dwyer, se-
nior vp-bond; David A. Kocher,
senior vp-claim; Nicholas F.
Miller Jr., senior vp and actuary-
actuarial and industry affairs and
financial services; Diedrich D. Og-
lesbee, senior vp-field manage-

Continued on next page

MISCELLANEOUS PROFESSIONAL LIABILITY

In todays society malpractice suits are becoming
more prevalent among professionals.

Even if a lawsuit is completely groudless, the cost of
defense can be astronomical.

NACS Miscellaneous Professional Liability policy pro-
vides coverage for claims arising from acts, errors
or omissions for the following professions:

• answering services
• claims adJusters
• claims examiners

• collection agencies
• credit bureaus

• escrow agents
• mortgage brokers
• notary publics
• property managers

The above list Is not all inclusive.

Features of NACS policy include:

• Limits ranging from 5100,000 per claim/$100,000
aggregate up to 51,000,000 per claim/$1,000,000
aggregate

Deductibles ranging from 52,500 to $1 5,000

Twelve month extended reporting endorsement
option

Prior acts endorsement option

One year policy term

Offered in some jurisdictions as an Excess & Surplus Lines product.

Presently not available in all jurisdictions.

Xorth Atlantic

Castialtv and Sureti

Insurance Compan\, Inc.

2528 U.S. 31 South

Greenwood, IN 46142
For more information call Judy Bales:
(317) 535-8212

A Member Of The BQOUGH€K.insurance Group
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insurer topics A special editorial section
sent exclusively
to insurers and reinsurers
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United front
Insurance trade associations strive for cooperation

By STACY ADLER cate regularly " not always the case

Mr Nutter stresses that within the past year, the Industry's The associations failed, for example, to take a united stand
"United we stand, divided we fall," should be the battle cry lobbying efforts involving tort and insurance legislation have on the Tax Reform Act of 1986 and the Superfund reauthori-

of the malor insurance trade associations, according to sev- spawned the most substantive cooperation in recent history zation
eral Washington lawyers and lobbyists among the three property/casualty insurer trade associations The insurance industry could have accomplished more in

And, they say, if the associations don't work together, this -the Alliance, the National Assn of Independent Insurers shaping the tax bill if it had been united, says NAII Presi-
expression could become their epitaph and the American Insurance Assn dent Lowell Beck "When push came to shove-the industry

"Public policy makers look at the Industry as a monolith Each of these three has different roots in the property/ca- was not, in fact, as unified as it should have been," he says
rather than a diverse, atomized industry," says Leslie Cheek, sualty insurance industry The Alliance with mutual insur- Steve Broadie, senior consultant-taxation and finance at

senior vp-federal affairs in the Washington office of Crum & ers, the NAII with smaller insurers and the AIA with the the Alliance, agreed "We would have had a better tax bill if
Forster Corp "They aren't interested in the distinctions large stock companies we could have stayed united," he says
we make " "I have been really pleased with the cooperation we have Likewise, the AIA fought a lonely, uphill battle last year

The trade associations represent different segments of the achieved in this concentrated effort In years past, we have when the Superfund legislation came up for renewal
insurance industry-life vs health vs property/casualty, each done our own thing and this level of cooperation has According to Melvin Stark, a consultant who advised the
with three ma]or property/casualty associations (see stories, really not been seen before," Mr Nutter says AIA on Superfund, "we found we were doing it alone"
pages 36B-36H) Therefore, it often lS difficult to achieve a AIA President Robert E Vagley says the AIA also is com- mostly because the legislation has the greatest impact on the
consensus, but associations would be more effective if they mitted to working more closely with other insurance trade group's members
presented a united front, says Mr Cheek groups This cooperation can be as simple as identifying a However, Mr Cheek says one association could effectively

The associations must work together and "simplify their needed budget to support tort reform in a state and then lead a lobbying effort in Washington What is important is
message so that no matter who a legislator talks to he gets the sharing the obligations that the Industry present a unified message, whether that
same message," Mr Cheek says "That cooperation doesn't automatically translate into 100 message is presented ]ointly or by one association, he says

Many of the goals of the insurance trade associations are wins and no losses, but it will lead to more wins than without The main reason for the divisiveness among the trade asso-
the same cooperation," he says ciations, according to Mr Broadie, is an inability to reach a

All of the associations are fighting to stop repeal or Another example of greater cooperation with other insur- consensus
amendment of the McCarran-Ferguson Act, and the three ance trade associations occurred in January when Mr Vagley Mr Cheek agrees "Clearly, in an industry as diverse as the
major property/casualty insurance trade associations are and American Council of Life Insurance President Richard insurance business, on some Issues it is difficult to find a
promoting tort reform Schweiker established a new coalition of insurer and agent consensus "

And, association leaders are realizing the need to work groups to resist repeal the McCarran-Ferguson Act One Washington lawyer says "In order to maintain credi-
together to achieve these goals Efforts like those of the AIA to reach out to other trade bility, associations try to out-shout one another at their

"We realized early on that insurance and liability issues groups are endorsed by many meetings to show to their members they are zealous But they
would be an extremely high priority in the legislative process "We see much more cooperation with other trade associa- then become locked into rigid positions" that are difficult
and would require our collective effort," says Alliance of tions on civil lustice reform That helps all of us," says Frank for other associations to support
American Insurers President Frank W Nutter "We agreed Bruton, vp-state government relations with Aetna Life & Ca- This "cowboy mentality," he adds, prevents the associa-
among the trades, in cooperation with the Insurance Services sualty Co in Hartford, Conn tions from coming to a consensus
Office and the Insurance Information Institute, to ]ointly But while the association leaders talk about the need for No doubt lt lS this inability to form a consensus that
undertake a legislative strategy in this area and to communi- widespread cooperation among the trade associations, it's spawned the growth of so many trade associations
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Alliance plugs members into legislation
By LINDA J. COLLINS added ation has really not been seen before," he under the McCarran-Ferguson Act Some

The Alliance's tort reform lobbying iS pri- added consumer groups and legislators have been

SCHAUMBURG, Ill -The 170-member marily directed at the state level, according Mr Nutter, who became president of The pushing for federal regulation
companies of the Alliance of American In- to Mr Nutter "The fulcrum of this debate is Alliance m 1984, had been president of the The Alliance's efforts have Included con-
surers will be on-line with the trade associa- in state legislatures, although we have also Reinsurance Assn of America from 1981- tacting Senate and House Judiciary Commit-
tion's computerized legislative and regula- testified and lobbied at the federal level " 1984 after serving as its general counsel tee members to encourage their support of
tory tracking system by year-end Although the Alliance and other industry since 1978 the McCarran-Ferguson Act, enlisting the

The system, which has been refined peri- groups began lobbying for tort reform as The Alliance has lob- active support of member insurers

=:lr:%13:fevaz early as late 1984, "the reaction among legis- yi1ng voeurnysesltsato d and trying to change the views of

labors and regulators to increased regulation ll consumer groups and others who
sists the Alliance in  of the insurance industry did not really retainer in 48 states as J are calling for federal regulation of
lobbying for state tort re- -F- 2'J begin to surface until mid-1986," he noted lobbyists In addition, insurance, said Mr Nutter

form and in its efforts to          -While insurers could have anticipated eight regional managers are all registered He explained that this effort is essential,
minimize increases in in- IGSZOIA&"1, some backlash to the marketplace practices lobbyists and five federal lobbyists work in because "In the past, much of the debate
surance regulation of insurers, I don't know that anyone could the Alliance's Washington, D C office Mr over the McCarran-Ferguson Act was fos-

The Schaumburg, Ill -  have appreciated the stridency with which Nutter added that some of the other Alliance tered by antitrust purists, such as academics
association substantially  these efforts to regulate the insurance indus- staff members are registered lobbyists in a and legal scholars This year, we have all
enhanced its computer  try came " few states and can lobby on specific issues as those people plus a number of business and
system this year In addi- i VIIW Because of this backlash, the Alliance has the need for lobbying arises consumer groups pushing for federal regula-

tion to tracking legislative Mr. Nutter been faced with a two-pronged lobbying ef- The Alliance was founded in 1922 and has tion, which makes the potential for legisla-
activity, the system now fort to keep increases in state regulation of a national staff of nearly 150 people In ad- tive changes far greater "
tracks any regulatory changes Introduced or insurance to a minimum while pushing for dition to the Washmgton office and its home 0 Assistance in educating the press, con-

enacted by state insurance departments, en- state tort reform measures office in Schaumburg-which also houses sumer organizations, employers, labor
vironmental services departments or other Mr Nutter stressed that within the past three Midwest regional managers-the asso- unions and the public at large about the
government agencies that could affect the year, the Industry's lobbying efforts for tort ciation has regional facilities in Atlanta, property/casualty industry and insurance
property/casualty insurance industry and insurance legislation have spawned the Austin, Texas, Boston, New York and San company operations

"By the end of the year, we expect to go on most substantive cooperation among the Francisco The Alliance does this through press inter-

line with our members," said Alliance Presi- three property/casualty insurer trade asso- Each of the Alliance's nine regional man- views, brochures, leaflets, audio-visual pre-
dent Franklin W Nutter This will give the ciations-the Alliance, the National Assn of agers is assisted by a media relations spe- sentations, a news service, information kits
association's members the opportunity to Independent Insurers and the American In- cialist who deals with that region's local and other education materials
immediately access information on legisla- surance Msn -in recent history media • A quarterly magazine, the Journal of

tion or regulation of special interest to them 'We realized early on that insurance Any mutual or stock property/casualty m- American Insurance, with a circulation of
In addition, the Alliance's six regional of- and liability issues would be an extremely surer licensed in the United States is eligible about 25,000 The magazine is distributed to

fices will be on-line with the system by year- high priority m the legislative process and for membership in the Alliance state legislators, congressmen, ]udges, busi-
end would require our collective effort We In addition to the legislative and regula- ness trade associations and consumer

The system now is capable of storing the agreed among the trades, in cooperation tory tracking service, the Alliance provides groups, as well as to the Alliance member-
status of a bill or proposed regulation, ltS with the Insurance Services Office and the members other services, including ship

sponsors, the Alliance's position on the legis- Insurance Information Institute to Jointly • Lobbying support at the state and fed- • Informational services that Include

lation, if any, and predictions on how the undertake a legislative strategy in this area eral level on tort reform, insurance industry loose-leaf reference books and an extensive
legislation or regulation will move and to communicate regularly," Mr Nutter regulation, workers compensation, environ- series of periodic bulletins

Not including regulatory actions, "We re- explained mental law, corporate law and any other There are bulletins designed for chief ex-

view about 17,000 pieces of legislation a 'I have been really pleased with the coop- issues affecting the insurance industry ecutive officers, financial officers, claims

year" in the tracking system, Mr Nutter eration we have achieved in this concen- For example, on the federal level, the asso- managers, loss control specialists and mar-
pointed out However, "many of those bills trated effort In years past, we have each ciation has lobbied extensively to maintain keting representatives Other bulletins detail
won't move, pass or get a full hearing," he done our own thing and this level of cooper- state regulation of the insurance industry Continued on next page

ACLI grapples with society's problems
By MICHAEL BRADFORD some possible ways to help either in the vaccine area or in the jects like mortality and keeps up with other elements of the

medication area But right now there's nothing on the imme- life insurance underwriting process
WASHINGTON-Two of the biggest issues the American diate horizon to encourage us " The ACLI also maintains what it calls a "center for corpo-

Council of Life Insurance considers critically important to its Mr Schweiker said statistics show that more people will rate public involvement, which encourages our companies to
membership are problems lt says are potentially devastating die of AIDS in the year 1991 alone than died during 10 years get involved in their communities with urban prolects," he
to society as well of fighting in Vietnam According to the 1987 World Alma- said "This is unusual for a trade association "

Richard S Schweiker, president of the Washington-based nac, 47,321 people died in battle between Aug 4, 1964, and ACLI members also participate in the association's efforts
ACLI, said acquired immune deficiency syndrome and the Jan 27, 1973 In addition, another 10,700 deaths were attri- by serving on various committees
strain an aging population is putting on pension savings are buted to the war Barrett N Sidel, vp of government and civic affairs for

--

two of the most serious crises facing the 635-member asso- "And when we get that kind of death '  1... .. CIGNA Corp in Bloomfield, Conn, pointed out that his com-
ciation of life insurers rate, which we're locked into now barring i vbl#Ki>, pany lobbies actively as part of ACLI committees when perti-

The group is using its resources to battle these two prob- some medical breakthrough which we < tr nent issues arise

lems, for which it sees no easy or quick solutions don't see, that's going to be a real trau- , 1 For example, CIGNA has joined ACM committees' lobby-

"I hope, given time, we have answers to those two prob- matic experience for this country,"he J - ing efforts to influence legislation regarding pension issues,

lems," said Mr Schweiker "But right now, we don't have said AIDS testing, taxation of life insurers' assets and other con-

any answers to them The council also is looking closely at the cerns

Mr Schweiker, who joined the ACLI in 1983 after serving impact a rapidly growing aging population But Mr Sidel pointed out that the ACLI itself lS mvolved

as Secretary of Health and Human services, has led ltS will have on "long-term savings and pen- "not so much in lobbying, but more in getting to the underly-

growth from just 400 life insurance company members m his mon policies in this country " ing issues" that affect life insurers-"getting feedback from

first year as president "By the year 2000, you'll have two work- Mr. Schwelker the insurers and then deciding what the ACLI can do about
ACM members are responsible for 94% of the life insurance ers paying for every retiree in this country, it," he explained

in force in the United States, with total assets of approxi- in terms of Social Security benefits," he pointed out "It's Once the issues are clarified and a position iS defined, the
mately $900 billion-95% of all those held by U S life insur- going to be a horrendous burden on the Social Security sys- actual lobbying efforts are carried out by rank-and-file
ance companies ACM members also hold 96% of all the re- tem " members like himself, Mr Sidel noted

serves in domestic pension plans held by life insurers In addition, the Tax Reform Act of 1986 "decreased the He praised the ACLI for helping shape tax reform in 1986,
But Mr Schweiker stresses that "I'm not as concerned value of pension and retirement savings," noted Mr which Mr Schweiker considers the group's most significant

about growth as I am about solving the problems I really Schweiker legislative success in recent years
think that because we are a fairly good-sized trade asso- "I think that was a mistake I think we're going to have to "There's no question that the tax reform effort of the last

ciation, our problems reflect the country's problems " review that and figure a way to combine both the federal and two years was our biggest success," said the ACLI's presi-
Life insurers, he pointed out, are particularly concerned private sectors to solve the senior citizens bulge that lS dent "We were severely at risk because the proposal initially

about the effect the AIDS epidemic could have on their in- going to hit about 10 years from now " was to tax the policies of every policyholder we had Not
dustry and the nation "I really believe that we're really heading for a problem only would lt have been a horrendous bookkeeping night-

From an industry standpoint, the ACLI expects to continue with not enough pensions and savings set aside for when our mare, it really would have attacked the basic product to the
fighting legislative proposals that restrict an insurer's ability baby boom generation retires," Mr Schweiker said point where the financial security of (policyholders) would

to require testing for the AIDS antibody before lt under- The "serious challenge," he added, "is not Just for the in- have been in serious jeopardy, aside from the impact on the
writes life insurance dustry, but for the entire country By the year 2000, people industry "

Last year, the District of Columbia passed legislation that are going to spend about 25% of their lives in retirement Jerome Atkinson, assistant secretary and counsel for Mont-

disallows the use of AIDS-related tests as part of the under- We're not used to that We don't know how to cope with that gomery Ward Life Insurance Co in Schaumburg, Ill, agreed
writing application process A lawsuit filed by the ACM and People don't have the long-term health insurance, the annui- that the ACLI performed well in its tax reform lobbying ef-
the Health Insurance Assn of America challenging the law's ties or the' pensions to support 25% of their life in retire- forts
constitutionality failed The ACLI is expecting similar legis- ment " "The council does a good job at the federal level," noted

lative proposals in several other states this year Besides the issues of AIDS and pension worries for an Mr Atkinson But although he has not worked with the group
"AIDS is a very serious epidemic in this country," said Mr aging populatipn, the ACLI is active on many fronts The on state-level issues, he said his impression is that the

Schweiker "Obviously it's going to hit everybody in every staff of 130 professionals that include public relations, gov- council does not move as quickly on those problems
industry, but it particularly hits life and health insurance " ernment relations and administrative services personnel rep- "They tend to react faster to federal issues," he said, sug-

In the last year, the ACLI has spent $1 5 million to help resents ACM members "to the public, the press, the states gesting that part of the reason the council moves more
educate the public about the disease through contributions to and Congress," said Mr Schweiker quickly at the federal level lS simply because "they're based

the American Red Cross, a research grant, and a contribution "And we also are a forum where they can resolve their in Washington, close to Capitol Hill "
to the National AIDS Network, an information clearing- public policy differences, express their opinions and take The ACLI's only other shortcoming might stem from its
house "Education is the only weapon we have against AIDS stands on the key issues," that affect life insurers, he added size, Mr Atkinson added "They're so large that sometimes

presently Right now we're putting most of our money into The ACLI's Social Research Services division-renamed lt'S hard to get them to move But that's true of any bu-
educational efforts " Strategic Research earlier this year-tracks public opinion reaucracy "

The ACLI's efforts against AIDS could shift "if we see and demographic trends, monitors actuarial findings on sub- Continued on next page
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tax changes, federal developments, litiga-
tion, premium auditing and a number of
other issues.

Reference books include: Agents Licensing
and Qualification Laws; Federal Income Tax
Instructions for Mutual Insurance Com-

panies; a State Filing Guide; a State Tax
Guide; a Survey of Workers Compensation
Laws; and a Workers Compensation State
Administrative Directory.

"These are practical, pragmatic tools
available at no charge as part of the mem-
bership fee," Mr. Nutter said, explaining
that members can request as many copies of
the reference materials as they need.

• Legal research and counseling services,

including informing members about legal
matters and court cases of concern to the in-

surance industry and filing amicus curiae
briefs when court cases may have national
impact on the insurance industry.

• Claims-related services including tech-
nical support and periodic meetings for
claims personnel. The Alliance also keeps

ACLI
Continued from previous page

Mr. Atkinson pointed out that al-
though Montgomery Ward Life is
not like most ACLI members, the
council is a valuable resource.

"We are unlike most members in

that we are a direct-response un-
derwriter," he said. The insurer

sells coverage solely through news-
papers, mailings and other forms
of the media, he explained.

"We work with (the ACLI) on the
mass-marketing committee, along
with other direct-response writ-
ers," said Mr. Atkinson. The focus
of the committee is the same as

those that address problems con-
fronting more traditional types of
life insurance company members,
he added.

"We take on various issues on

the state and federal level," he ex-
plained.

For example, he pointed out, the
direct-response underwriter mem-
bers of the ACLI rallied success-

fully against proposed legislation
that would have restricted the way

The ACLI is lobbying

to thwart attempts to
allow banks broader

entry into the
insurance business.

those insurers do business.

While the ACLI is focusing on
long-term problems like the ac-
quired immune deficiency syn-

. drome epidemic and concerns over
pensions and savings, it also faces
two important challenges in 1987,
said Mr. Schweiker.

The group is lobbying actively to
thwart attempts to allow banks
broader entry into the insurance
business. "There are proposals to
change banking laws to eliminate
the separation of banking and in-
surance," said Mr. Schweiker.

"We are opposing that. That is
an issue that is very much up-
front," he said.

The ACLI also is fighting to pre-
serve the McCarran-Ferguson Act,
which exempts insurers from fed-
eral antitrust laws by providing for
the state regulation of insurance.

"If it is tepealed," said Mr.
Schweiker, "it would provide for
both federal and state regulation.
We would have a dual regulatory
system, unlike any other industry,
which would be a nightmare."

ACLI dues are based on formula
that considers variables such as

premium volume and the com-
pany's assets. The minimum an-
nual dues is $2,340.

The ACLI is located at 1001 Penn-

sytvania Ave. N.W., Suite 500,
Washington, D.C. 20004-2599; 202-
624-2000.

insurer topics

members informed of new claims service

trends and techniques.
• An extensive industry research pro-

gram. The Alliance, which has six full-time
researchers on staff, generates studies on
such topics as insurance regulation, product
liability, workers compensation, residual
market mechanisms, and compensation sur-
veys for insurance company executives and
ennployees.

• Loss control and loss prevention courses
and personal consultations, as well as a wide
range of print and audiovisual technical
support material:.

• Educational correspondence programs,
including Introduction to Insurance, General
Principles of Insurance and Supervisory

Management. The Alliance also publishes a
Policy Kit for Students of Insurance, a refer-
ence work of property/casualty coverage
forms and endorsements.

In addition to these membership services,
which are covered by the annual assessment

fee, the Alliance also arranges a number of
meetings and conferences each year that are
held in different areas of the country.

Regularly scheduled meetings include: the

Alliance Annual Meeting, the Alliance-
American Insurance Assn. Claims Confer-

ence, a Conference on Company Commu-
nications, an Insurance Technical Confer-
ence, a Law Seminar, a Marketing

Management Conference, a Personnel Man-
agement Conference, a Property and Ca-
sualty Underwriting Seminar, a Tax Se-

minar and an Underwriting Management
Workshop.

Mr. Nutter explained that the Alliance also
arranges one-time seminars on specific
topics when members indicate a need for
such a seminar.

While member companies are charged a fee
for attending these seminars and workshops,
the Alliance does not attempt to generate

profits from this service, Mr. Nutter said.
"We charge for the costs of meals, etc., to
break even," he explained.

The Alliance has a 22-member board of

directors comprised of chief executive offi-
cers of member insurance companies. The
board includes a 10-member executive com-

mittee.

"The board of directors is elected annually
by the full membership and the board elects

UU617&666 &7&6-U/UnCe, 2-11,1 11 Li, 1 30, / OUU

the chairman. We rotate the chairmanship
between large and small insurance company
CEOs" to ensure that the board represents
the needs of all members, Mr. Nutter said.

The Alliance also has more than 30 advi-

sory committees for various insurance-re-

lated topics. The committees fall under four
general categories-policy development,
technical, planning and services and task
forces.

"The advisory boards are not limited as to
the number of people who participate. In
fact, we encourage participation in these
committees by all members," Mr. Nutter
stressed.

Member insurers are assessed an annual

fee based upon their premium writings for
that year. The assessment is $750 per million
of premium with a minimum annual assess-
ment of $1,000. A cap provides that no one
member is assessed a figure representing
rnore than 15% of the Alliance's annual bud-

get.

The Alliance of American Insurers is located
at 1501 Woodfield Road, Suite 400 W.,
Schaumburg, Ill., 60195; 312-490-8500.
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For well over 100 years, Munich Re has been
leading the way for clients, assuring them
unparalleled service for every reinsurance
situation. In good times and in bad times,
Munich Re has quietly continued to achieve
enviable quality in every aspect of service
to the insurance industry.
By any measure....Munich Re excels!
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AIA establishes strong Washington base
By JERRY GEISEL be We are a government affairs organization and the federal new members

government is in Washington, not New York or Albany," Mr "Including the energy of other new companies improves
WASHINGTON-The American Insurance Assn 15 trans- Vagley said us as an organization," he says

forming itself into a Washington-based industry power- The AIA already lS reaping the benefits of a Washington Any insurance company licensed to do business in any do-
house base, says Mr Vagley mestic state or U S possession or territory is eligible to join

In the seven months since AIA's board of directors voted to For example, when business organizations called a recent, the AIA, whose members provide about 25% of the commer-
move the trade group's headquarters to Washington from urgent meeting in Washington on legislation that would re- cial property/casualty insurance written in the United
New York, the 171-member property/casualty trade group quire employers to provide employees with notices on haz- States
has taken several steps to strengthen ltS new Washington ards in the workplace, the AIA was able to attend AIA annual dues are based on on premium volume written
base "It was an urgent meeting We didn't have to panic because in the United States, its temtories and possession The mini-

It has relocated a number of key New York-based depart- our people were here and not in different mum annual dues is $1,500

ments to Washington, including its law and policy develop- places," Mr Vagley recalled A prospective member should view the AIA as a kind of a

ment and research departments, while boosting the number And, in a less specific, but just as impor- profit center, Mr Vagley says

of staff in the Washington office to 34 from 18 a year tant way, Mr Vagley notes that bringing "We are an organization that exists in the government af-
ago more departments to Washington has fairs arena This lS an activity that has the capacity to influ-

While the AIA will continue to expand in Washington, in- made the AIA a more effective lobbying 95'. ence the bottom line," he says

cluding a move later this year to larger quarters near its group Mr Vagley says the AIA's most significant success last year
--1// I.

current offices on Connecticut Avenue, lt also has beefed up For example, transferring the AIA's law  -= at the federal level was minimizing the damage of tax re-
the talent in its Washington office department to Washington from New York form

For example, recent additions to the AIA Washington staff has given the ALA's lobbyists a convenient, While the Tax Reform Act of 1986 will exact a significant
include David Pratt, vp-federal affairs, who had been U S powerful resource amount of new taxes from the industry-estimated at about
Senate secretary to the majority, and Craig Berrington, the "If there lS a problem on Capitol Hill Mr. Vagley $75 billion over the next five years-Mr Vagley says the
AIA's new general counsel, who had been a former deputy involving a tough, technical question, the legislation was a vast improvement over an initial Treasury
assistant secretary at the Labor Department lobbyists can bring the lawyers with them," Mr Vagley says Department proposal for the discounting of reserves

"David (Pratt) is probably one of the most skilled legisla- But the AIA is far more than just a Washington-based in- "The Treasury Department proposal was devastating It
tive tacticians in Washington He probably personally knows surance trade association was ill-founded and would not have worked It would have

75 or 80 Senators At the same time, Craig (Berrington) is a The AIA maintams regional offices in Atlanta, Boston, wreaked havoc," he says
tremendous lawyer," notes AIA President Robert E Vagley Chicago, Houston, New York and San Francisco, while the But without the AIA and other trade groups lobbying, Mr

The AIA, organized in 1965 through the merger of several Washington office also serves as the AIA's Mid-Atlantic Vagley believes the Treasury Department proposal, or a simi-
trade associations, will need a strong Washington presence as regional office tar measure, could have become law

the industry lS likely to face intense congressional scrutiny The AIA employs a staff of 126, including 31 attorneys and On the downside, Mr Vagley says the AIA's biggest disap-
and attacks 28 other professionals pointment was not being able to convince legislators-while

Already, Industry critic Sen Howard Metzenbaum, D- In addition, New York-based American Insurance Services they were reauthorizing the federal Superfund law-to pass
Ohio, has begun a push to repeal the McCarran-Ferguson Group, an AIA subsidiary, provides technical services to both amendments to state that the act does not impose Joint and
Act The AIA strongly supports the 42-year-old law, which AIA members and non-members These services include ac- several liability on companies disposing hazardous wastes
leaves primary regulation of the industry with the states cess to large data bases of claims history While the industry was promoting a very solid reform, the
and gives insurers a limited exemption from the federal anti- And, at the state level, the AIA has a representative in proposal died in a hostile political environment, Mr Vagley
trust laws every state to keep track of issues across the nation said

Given the increased pressure Washington has had and will While the AIA's membership roster has not grown signifi- "We were promoting a good, solid reform But it just didn't
continue to exert on the Industry, a move to the nation's cantly in recent years-today there are 171 members com- fly politically That was the reality," he said
capital was in order, said Mr Vagley pared with 169 five years ago-Mr Vagley says the organiza- Mr Vagley said the lesson on the Superfund failure lS to

"There was uniform agreement that this was the place to tion now is in a "growth mode" and is actively recruiting Contznued on factng page

HIAA expands scope to managed care
By DONNA DiBLASE sessment is $1,700, based on an assessment "It is helpful to have the interest of the Mr Pearson of Northwestern National Life

of about 43¢ per $1,000 of premiums written health insurance Industry represented by one noted that, "one of the benefits HIAA brings
WASHINGTON-Managed health care is However, the assessment charge per $1,000 voice where possible," observed Brian Quig- to its membership is that it really provides us

very much on the minds of members and of- drops as premiums written reach into the ley, counsel in the government and public with a good interface with consumers and
ficers of the Health Insurance Assn of billions of dollars affairs department of The Travelers Corp in the health care profession in ways that few
America HIAA's headquarters are in Washington Hartford, Conn of us could do on our own "

The issue is so hot that the HIAA is pro- and it has a satellite office in Chicago, where "HIAA develops a consensus within the in- The HIAA also offers a health insurance

posing changes to the organization's state- the state legislative affairs staff lS located dustry and represents us in states and before education program "We now have about
ment of mission to reflect a new commitment The organization employs 96 professionals Congress," he added 25,000 students studying health insurance in
to assist member companies involved in and clerical employees Mr Briggs of Metropolitan noted that, particular," he added
managed care plans "About half of these are professionals or "the HIAA monitors all of the legislation -The insurance education program is a

"In the past two or three years, we have administrative employees We have 12 attor- being presented in Washington It then de- very big plus of membership," said Mr
seen a movement toward managed care and a neys on our state legal affairs staff We have termines what the position of the health in- Pearson of Northwestern National Life "We
movement by our member companies in this six staff members on our surance industry should be and how lt endorse this program and encourage our em-
direction With this movement, marketing federal affairs staff, three should be presented The major service pro- ployees to participate on a voluntary basis "
and regulations will change," predicts James of which are attorneys," vided by HIAA lS one of dealing with the Another benefit of membership in the

L Moorefield, the HIAA's president Mr Moorefield explained legislation " HIAA is that health insurers are able to keep

To respond to this, we will be making a Legislative lobbying And, "they provide a lot of representation m touch with their competition, he added
change to our mission statement that will re- and support HIAA's major in Washington Their presence is valuable "Our management encourages our people
fleet our need as an organization to be in- services because we don't have the staff to do this/' to be involved in the various committees and

volved in serving our members that are in- "We service our mem- said John Pearson, chairman and chief exec- other activities of the HIAA because rubbing ,
volved in managed care," he said bership in regulatory and utive officer of Minneapolis-based North- shoulders with the competition brings new

This change is important to some mem- legislative areas at the western National Life Insurance Co ideas to everyone," Mr Pearson said
bers, like New York-based Metropolitan Life state and federal levels "And, while we have operations in many Along with escalating health care costs,

Insurance Co, which are very involved in Mr. Moorefield through testimony and states, we don't have any representation in there are many other 1SSUeS confronting
managed care programs representation," he noted many of them HIAA provides this represen- health insurers, Mr Moorefield said

"As the HIAA looked at itself, it realized The organization's greatest recent legisla- tation And, while most medium- to small- "Providing health insurance to all An*ri-
that it was dealing with only insured health tive victory was "our success in convincing sized companies like Northwestern National cans is our biggest concern Currently, at the
plans Many members are involved not only Congress not to tax employee health msur- Life may have company representatives on federal level, there are several proposals to
in uninsured plans, but also in HMOs and ance benefits as part of the tax reform pack- legislative issues, many of us need the col- restructure the Medicare system, which we
PPOs," noted Philip Briggs, vice chairman of age We developed a real grass-roots cam- lective forces of a membership," Mr Pearson don't believe is necessary," he noted
the board at Metropolitan and a member of paign," he said added "Another concern of our members lS to

the board of directors of HIAA "We put together a coalition effort of em- This is a major reason that most health in- provide basic and catastrophic coverage to
"The feeling was that the HIAA would ployers, unions, consumer groups and surers become members of HIAA, Mr the 35 million Americans who are uninsured

have to broaden ltS mission or it would be- others," noted Jim Dorsch, Washington Moorefield observed or underinsured for a catastrophic illness,"
come obsolete," he added counsel for the HIAA "Most companies don't have the legislative he continued

And, along with a new mission statement, "By the time tax reform was passed and staff to track the large number of bills relat- "At the state level, there are similar issues

the organization soon will have a new presi- enacted, not only did Congress decide not to ing to health insurance But, even the large A number of states have moved to provide
dent, he said tax employee health insurance, but it also companies with these capabilities still want coverage for the indigent and uninsured

Carl J Schramm, associate professor of allowed for a 25% tax deduction for self-em- to join because we represent the whole in- through state pools, which we support We
health policy and management at Johns ployed individuals who purchase health in- dustry," he explained want to make sure all Americans have access

Hopkins University's School of Hygiene and surance This was our biggest victory," Mr But, along with legislative support, the to insurance and health care," Mr Moore-
Public Health, will succeed Mr Moorefield, Dorsch added HIAA also offers information and research field said

who is retiring on May 4 But, along with this victory, "we've lost a services, he said While the HIAA is not taking an active role

In addition to these changes, the HIAA few too," Mr Moorefield admitted "We serve a public information role, in the movement for tort reform, the organi-
will continue to offer its members a variety The HIAA was unsuccessful in its efforts whereby we keep the public and legislators zation is watching legislative action in the
of research, support and Information ser- to halt recent local legislation in the District informed of what is happening in the health states, he said
vices, Mr Moorefield noted of Columbia that prohibits insurers from insurance industry We also serve a research "With medical malpractice, punitive dam-

Currently, 345 health insurers are mem- testing prospective policyholders for ac- function, providing members with statistics ages and so forth, there lS a cost that even-
bers of the HIAA, he said quired immune deficiency syndrome "As a on the marketplace and the cost of health tually gets transmitted back to the insurance

Any health insurer licensed to underwrite result, most life and health insurers have care," he explained companies and the policyholders They are
coverage in the United States is eligible for stopped writing in DC," he said, referring And, a consumer and professional rela- paying for this," he noted
membership in the HIAA to individual policies tions division "provides information to con- .

Members' dues are based on the amount of HIAA members say the legislative support sumers and health care providers, now that The Health Insurance Assn of Amenca ts to-
health insurance premium they wrote in the provided by the organization lS one of the many member companies are working with cated at 1001 Pennsylvania Ave N W, Wash-
previous calendar year The minimum as- most valuable benefits of belonging providers," Mr Moorefield said mgton, D C 20004-2599, 202-223-7800
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measure the political climate and
plan a legislative strategy long be-
fore an issue is ready to be de-
bated.

And, now the AIA is doing just
that.

For example, it is plowing new
resources into its policy develop-
ment and research department to
give the AIA more time to prepare
for future issues.

"Superfund lives for five more
years. We can begin to work now
(through policy development and
research department) to develop a
sensible approach so we have our
act together when Superfund
comes up again," according to Mr.
Vagley.

Mr. Vagley says a goal of the AIA
is to work more closely with other
insurance trade associations, a

goal that he and other AIA mem-
bers say the association is meet-
ing.

For example, Mr. Vagley says the
major insurance trade associations
now are cooperating with one an-
other in the area of tort reform.

This cooperation can be as sim-
ple as identifying a needed bud-

Mr. Vagley says a
goal of the AIA is to
work more closely

with other insurance

trade associations.

get to support tort reform in a
state and then sharing the obliga-
tions.

"That cooperation doesn't auto-
matically translate into 100 wins
and no losses, but it will lead to

more wins than without coopera-
tion," he says.

Another example of greater co-
operation with other insurance
trade associations occurred in Jan-

uary when Mr. Vagley and Ameri-
can Council of Life Insurance Pres-

ident Richard Schweiker

established a major new coalition
of insurer and agent trade groups
to resist moves to repeal the
McCarran-Ferguson Act.

The AIA's reaching out to other
trade groups is endorsed by its
members.

"We see much more cooperation
with other trade associations on

civil justice reform. That helps all
of us," says Frank Bruton, vp-state
government relations with Aetna
Life & Casualty Co. in Hartford,
Conn.

Mr. Vagley says the biggest chal-
lenge the AIA and the industry
faces this year is congressional at-
tempts to amend or repeal the
McCarran-Ferguson Act.

While McCarran-Ferguson re-
peal is being advanced as a step to-
ward improving competition, the
reality, Mr. Vagley says, is just the
opposite.

"A repeal in my judgment would
be inherently anti-competitive and
anti-consumer," he says.

While the industry exemption-
under McCarran-Ferguson-from
federal antitrust laws is narrow, it

also is vital, according to Mr. Vag-
ley.

This exemption, among other
things, allows insurers to share
loss information collected and

distributed through a central en-
tity-the Insurance Seryices Of-
fice.

Without such data, small insur-
ers "would have to shoot in the

dark (in developing rates). . .and
how long could they exist?" Mr.
Vagley asks.

Inevitably, smaller insurers
would go by the wayside, resulting
in greater concentration in the in-
dustry.

"From the vantage point of the
buyer, would they like hundreds of
different options to choose from or,
say, just a dozen. I would think the

greater number would be the bet-
ter number," Mr. Vagley says.

McCarran-Ferguson also has al-
lowed the industry to develop
standardized policy forms, a bene-
fit to both agents and buyers, he
says.

By contrast, without a McCar-
ran-Ferguson exemption, "Can you-

imagine 3,400 property/casualty
companies developing different
policy forms and the difficulty
buyers would have trying to un-
derstand the different policies and
the frustration agents would have

trying to explain those policies,"
Mr. Vagley observes.

While the threat of a McCarran-

Ferguson repeal is real, Mr. Vagley
is confident that when legislators

get to the merits of the issue, the
industry will prevail.

The American Insurance Assn. is

located at 1025 Connecticut Ave.

N.W., Washington, D.C. 20036;
202-293-3010.
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Introducing a diggjng tool
designed to save the insurance

industry millions.
Ifyou insure construction companies, you need our

help. And we need yours.
We need your help to introduce a symbol designed

to stop your clients from accidentally brealdng our fiber
optic cable. A break you may be liable for. And one that
can be astronomically expensive to repair.

Because fiber optic cable is not ordinary phone
cable. It's the key to America's future communications
network And it can carry thousands of times as many
calls. Including emergency calls. Calls no one can

afford to cut off. Even if their insurance companies can
afford the repair bill.

So tell your construction companies they can keep
their rates down if they keep an eye out for this sign. And
call before they dig. It's the least you can do to help us
help you. For more information call 1-800-521-0579.
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III polishes image of insurance industry
By JUDY GREENWALD very responsive " creases consumers' confidence m products' tions Society of America

The III's information resources include safety The third describes the Industry's ef- Institute services include an electronic
NEW YORK-These are difficult days for books, monographs, research reports, leaf- forts to improve workplace safety data base, more formally known as the In-

the Insurance Information Institute lets, educational publications, slides and The theme running through all three, Mr surance Bibliographic Information System
The III's mission lS to improve public un- even brief motion pictures Moore said, is "We do a lot more than sell Also available are data base reports on

derstanding of the property/casualty insur- One malor issue the institute is now deal- Insurance " such topics as tax reform, which are updated
ance industry, but this has been vastly com- mg with iS the Industry's improved profit- The impact of the televi- monthly The data base also issues a report
plicated by the wide ability in light of rising insurance prices To sion campaign appears to every morning at 8 30 describing what has
publicity about the prob- help explain the situation, the III has re- be positive, said Mr been written about the insurance industry
lems of insurance afforda- leased a pamphlet, called "The Road to Re- ' Moore, although he adds Insurers who have worked with the III
bility and availability covery, Questions and Answers about the Fi- --= the response to the III's generally have high praise for it

It means a once low-pro- nancial Performance of the Property and Ca- public relations program "I think it's an extremely valuable organi-
file industry has now be- II sualty Insurance Industry "
come a highly visible one, The pamphlet points out, for instance, that

has been mixed zation," said John P Madigan Jr, vp at
Industry critics such as Chubb & Son Inc in Warren, N J "It's an

says Mechlin D Moore, the the property/casualty industry registered a ..A- i Ralph Nader "are speak- organization that's grown enormously in re-
III's president "sub-par" performance between 1976 and . ing from a very en- cent years under Mechlin Moore's leader-

But Mr Moore believes the III has been up 1985, both in comparison with other seg- -vlw- trenched point of view," ship "
to the task "We have had a challenge to ex- ments in the financial services Industry and Mr. Moore he explained "We are "It's a very useful organization," said a
plain the reasons for many of these prob- the Fortune 500 being as successful in de- spokesman for Kemper Corp of Long Grove,
lems, and I think we've done a relatively Part of the problem m dealing with this veloping a positive response to the insurance Ill "We have an industry with many, many
good Job of doing that," he says issue is the public's skepticism about large Industry as we can be expected to be, given different companies," he said

The III's more than 300 members account institutions in general the current environment " Many of these, he said, are too small to
for about 40% of the personal and commer- This has been highlighted in the insurance Mr Moore noted that in addition to im- build expertise on particular issues
cial property/casualty insurance written in Industry's case, he noted, by the turmoil of proving the industry's image, the III has "It's useful to the public and, therefore,
the United States, according to Mr Moore the past three years been active in promoting tort reform also to the insurance industry to have a place

In addition to improving the Industry's Ironically, said Mr Moore, the III has The III, and the industry in general, said where people can turn to for authoritative
public image, the institute's other primary learned people's attitudes toward their own Mr Moore, "has been extremely successful information from the insurance industry's
purpose is "to keep our members informed of property/casualty insurers is generally in putting that issue before the public " A perspective," the Kemper spokesman said
trends in society which have an impact on higher than it is toward the Industry as a recent survey conducted by Louis Ha··is & Leslie Cheek, senior vp-federal affairs for
the insurance business," said Mr Moore whole This lS a reflection, he believes, both Associates on behalf of Aetna Life & Ca- Crum & Forster Corp in Washington, said

"We are not involved in lobbying, or direct of the high visibility of the industry's prob- sualty CO indicated a substantial majority of the III can be looked at from two perspec-
work on legislation," Mr Moore stressed lems as well as of "the pretty good level of the public favors making the tort system tives-its role in improving the Industry's
"We are really a fact-finding, research, edu- service" people feel they are getting from fairer (BI March 16) overall image, and its assistance on specific
cational, communications organization " their own insurers Mr Moore noted last year the III co-spon- legislative and regulatory issues

Mr Moore says one important factor that To help solve the problem of the industry's sored an inter-disciphnary symposium on "Their usefulness to the industry on both
has helped the III's credibility in improving image, the III has launched a national televi- civil ]ustice issues with Fordham University counts has improved dramatically under
the industry's image is its longevity sion advertising campaign in New York The participants- most of Mechlin Moore's leadership," he said

"It's been around for 28 years now, and The first commercial, said Mr Moore, de- whom were attorneys-agreed that reform, The III, he said "looks ahead to try and
has developed a reputation for delivering scribes the Insurance Institute for Highway including modification of joint and several anticipate the general problems that the in-
fast information on our business for people Safety's role in improving auto safety The liability and of punitive damage awards, lS dustry lS having in order to be able to shape
who have to report on the business," said Mr second describes how the insurance indus- needed, said Mr Moore public opinion in those broad issues "
Moore Most of those who work with the III, try created, and still strongly supports, Un- The symposium, he noted, won the III a These admirers saia the organization has
he said, find its staff "knowledgeable and derwriters' Laboratories Inc , which in- "silver anvil" award from the Public Rela- Contznued on facing page

ISO keeping insurers up to date with data
By JUDY GREENWALD marketplace, and the improvement in insurers' profits, there "We are constantly looking at all services," said Mr Mar-

is less interest in the form than there was ]ust 18 months ago con "Either they stand the light of day, or we shut them
NEW YORK-"The question is data Who's got the data?," Another ISO pro]ect is a recently released study of insur- down " One service ISO no longer performs lS auditing

says Fred Marcon, senior executive vp and chief operating ers' 1986 profitability that puts the industry's improving re- and coding individual policies With insurers' introducing
officer of the Insurance Services Office Inc, describing in- sults in perspective, said Mr Marcon ISO is also releas- their own automation services, "the need for that service was
surers' pressing need for information today ing a study that examines the industry's profits over time and not as great as it was so we stopped it," said Mr Marcon

The answer, said Mr Marcon, lS ISO compares them with those of 80 to 90 other industries Another way ISO has evolved, he said, is in the way it
does With one of the largest insurance ISO has been active as well in the tort reform area, which collects revenues Today, 55% of its $160 million in revenues
data bases, "IS6 15 there to provide solid, Mr Marcon described as the most important issue facing the is generated through unit billing, with insurers charged
quantified information to insurers in order insurance industry today Although tort reform is essentially according to the services they receive This compares with
to aid them m their selection and pricing a societal issue and not an insurance issue, he said, "We have just 2% 10 years ago The remaining 45% of ltS income is
practices " to be concerned as to how this issue is ultimately resolved " generated by assessments based on a formula Including pre-

i ISO provides insurers with policy forms "Our first contribution may have been perceived as a ston- mium volume, services provided and the number of states in
i and endorsements as well as pricing sug- ewall," Mr Marcon admitted, however ISO told legislators it which services are provided Credit is given for statistical.-=

gestions, said Mr Marcon could not precisely measure the impact of various tort reform data provided to ISO
It also disseminates statutorily required measures on insurance prices ISO's ultimate goal, he said, iS for unit billing to account

-- statistical and actuarial information to ISO is making efforts, however, to clarify the relationship for 85% of revenues within the next five years It does not
Mr. Marcon regulators on insurers' behalf ISO acts as between tort reform and rates A commissioned study is ex- plan to increase the percentage beyond 85%, however, he

a filing agent for companies giving it that pected to be released soon showing the impact of various tort noted, because "there is a point where the cost of fine tuning
authorization as well The non-profit corporation iS not, reform measures on six key types of claims is not worth it "

however, a lobbying organization, Mr Marcon stressed However, "it will not say that implementation Not only is unit billing more equitable, because lt charges
ISO's 1,350 members account for 80% of the business writ- of this type of tort reform is worth 'x' dol- insurers on the basis of how much they use ISO's services, but

ten m the commercial lines area and 40% in the personal lines lars," Mr Marcon stressed it gives ISO the opportunity to see if its products are "really
area It has 10 regional offices and a base in New York A second ISO study, scheduled for release flying" as well, said Mr Marcon When ISO began to charge a

ISO has two subsidiaries ISO Commercial Risk Services in 18-24 months, will examine the claim files few dollars for its manuals instead of giving them away free,
Inc provides services for commercial fire and allied lines, of its affiliates, and provide "solid, quantified demand for them dropped off almost 35%
including rates, rules and forms pertaining to commercial information" on tort reform's effectiveness "I believe this has been a significant shift in philosophy It
property coverages It also conducts property rating surveys The difference between the two studies, said Mr Marcon, is makes us more bottom-line oriented, and less bureaucratic-
on commercial and personal properties to assist companies in that the first short-term study will deal with typical claims, ally oriented," said Mr Marcon
setting accurate rates for them while the second will go into actual claim files Insurers praise the organization jerry Collins, secretary at

ISO Telecommunications Inc , also known as ISOTEL, is a Mr Marcon said because ISO is not a trade association, he the Hartford Insurance Group, said, "They've certainly per-
nationwide telecommunications network used to transmit could not comment on the possible repeal of the McCarran- formed well for us," both m meeting f,ling requirements in
rating information to any participating company Ferguson Act, which could result in state regulation of insur- states and in the bulletins available for use by Hartford's

Mr Marcon said he wants to see ISO continue to improve ance companies underwriting staffs
its data base "I'd like to see us capture more data in a timely He added, however, that he believes ISO's pricing and cov- Wally Snow, assistant secretary at the Reliance Insurance
fashion," he says There is a need for this data not only erages information encourages competition because the data Group, who works in the passenger auto and homeowners
among insurers, but for regulators on both the state and fed- eases insurers' initial entry into the marketplace area, said ISO has been "extremely helpful" to his company
eral levels, said Mr Marcon, adding ISO's three "publics" "Where can an insurer go to decide how much they should m providing forms For an insurer, he said, "It would be very
include producers as well charge to insure a lumberyard?" asked Mr Marcon "There difficult to come up with its own unique private passenger

ISO has recently received widespread attention from all are very few insurers today whose data base allows appropri- auto policy" to meet requirements in Individual states
three of ltS publics because of its claims-made commercial ate advisory pricing without the ISO benchmark " throughout the country
general liability policy form, which lt introduced in addition He noted insurers remain free to modify this benchmark "Our use of ISO is an integral part of our operation at the
to an occurrence CGL form While the claims-made form is Without ISO's advice, however, Mr Marcon added, insurers' personal lines level, and we feel they fit the bill," said Mr
now available for use in most states, it is generally being used prices would be necessarily skewed toward the prices of their Snow
for primary coverage only on the most hazardous and largest top competitor ISO's data, he said, gives them knowledge of "It's an essential organization," said John Bowdish, com-
businesses (BI, July 21, 1986) what others are charging as well mercial lines underwriting officer at the Kemper Corp , who

"I am not disappointed, nor am I surprised," said Mr Mar- ISO's forms are also beneficial to the marketplace, said Mr was recently appointed to ISO's commercial lines committee,
con, discussing the failure of the claims-made form to be Marcon For instance, someone buying a homeowners' policy and has been active in other ISO committees in the past
more widely used ISO's original intent was to present "a can be assured that whichever insurer he uses, the policy will An organization such as ISO is needed so that individual
valuable option for insurers for difficult liability-type risks be essentially the same, with only minor variations insurers do not have to gather and analyze statistical data on
and it has accomplished this, he said ISO has changed considerably since its creation in 1972, their own determine rates, he said "Without it, we would be

Mr Marcon added he believes that over time, the claims- when several rating and data services combined, he said a very expensive industry to run "
made form will be used with greater frequency because of the Originally, he noted, lt had 5,700 employees Today, lt has
"degree of certainty"it offers insurers 2,740 "It's evolving," he said, "we are performing different The Insurance Services Offzce Inc ts Zocated at 160 Water St,

He noted as well that with a return to competition in the services for insurers than we did 10 to 15 years ago " New York, N Y 10038, 212-487-5000
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NAII defends increased insurer profitability
By STACY ADLER

DES PLAINES, Ill-As an insurance industry advocate,
the National Assn. of Independent Insurers is leading efforts
to persuade legislators and the public that increased insurer
profits do not mean prices are out of line.

"We have a serious communication issue in front of us,"

says Lowell Beck, president of the NAII.
"Having come through such a difficult time financially, we

are faced with what appears to be very heavy profitability,"
Mr. Beck explained.

"And communicating to the public what that means is the
biggest issue facing us right now."

But, 1986 was an unusual year because there were few very
expensive catastrophes at the same time prices rose "to a
more realistic level," Mr. Beck said.

Combined with a strong stock market and capital gains,
these factors helped insurers increase their profits.

But, as Mr. Beck said, "It isn't as it appears to be."
Much of the money insurers show as profit will be used to

bolster their reserves and their policyholder surplus, he said.
"It is very difficult to be able to convey this to state legisla-

III
Continued from facing page
some weaknesses, however. Mr.

Cheek noted any organization that
tries to influence the public "can
always use more people."

"Like any organization that's an
association, it's as strong as its
members make it," said the

Kemper spokesman, noting that
State Farm Insurance Co., a major
property/casualty insurer, is not a
member.

A State Farm spokesman said
the insurer rarely joins any asso-
ciation, however. "We feel we can

do a better job of representing our
own people than have someone else
doing it for us," he said.

Mr. Moore said despite the ab-
sence of State Farm from its roster,

the III has a "very good national
perspective." One of the III's
strengths, in fact, said Mr. Moore,
is that "we have amongst our mem-
bers companies that represent all
segments of the industry."

Nevertheless, Mr. Moore said he

would like to significantly increase
the proportion of the industry the
III represents so that it can raise
additional financial resources to

develop needed support programs.
The III, he noted, now generates

the revenues for its $8 million bud-

get through membership fees,
which are based on premiums;
through advertising in its bi-
monthly magazine, Insurance Re-
view, and through fees it receives
for doing public relations work for
30 other insurance organizations,
including the Insurance Services
Office.

"We have the tools and the man-

agement systems to achieve our
two-fold mission if we have the re-

sources, so my primary goal over
the next five years is to increase
those resources," said Mr. Moore.

In discussing the III's weak-
nesses, Mr. Cheek also commented

that -clearly in an industry as di-
verse as the insurance business, on
some issues it's difficult to find a

consensus." He added this is less a

weakness of the institute, though,
than it is of the industry overall.

Mr. Moore agreed. -That's an in-
dustry problem. I think you'll find
it would be an issue in the industry
trade association of almost any or-
ganization that is attempting to re-
fleet a common point of view."

It is the III's responsibility to re-
port the facts of the industry to the
public, Mr. Moore added. -If there
is a consensus, we say so," he said.

If there is not, he said, it reports
who disagrees "and encourages the
reporter to go talk to those people
and find out more background in-
formation. We don't believe that

our function is restricted by lack of
consensus."

The Insurance Information Insti-
tute is located at 110 William St.,
New York, N.Y. 10038; 212-669-
9200.

tors. They just see that bottom line there. They see how much
it has increased over last year. It's a very big issue," Mr. Beck
said.

Insurers fear that the appearance of unusually large profits
will encourage Congress to repeal or amend the MeCarran-
Ferguson Act.

The NAII is fighting changes to the act
because insurers want to be able to use

2 pooled loss data when establishing their
rates.

The association was formed in 1945-the

„ 4* same year the McCarran-Ferguson Act was
 , passed-by 39 small, independent insurers

that wanted to abolish rate-making bu-
reaus and set rates competitively.

members still fighting to maintain this
Today, there are more than 515 NAII

Mr. Beck competitive marketplace.
"We want to avoid the repeal or the

amendment of the McCarran-Ferguson Act," Mr. Beck said.
"In many of the small to medium-sized companies it could
hurt them drastically because of their inability to take ad-

PIA

PIA

vantage of pooled data.
"If it is amended so that we are subject totally to the anti-

trust law in every respect, then we will be open to all kinds of
litigation and confusion, ' he added.

The NAII also fears that amending the McCarran-Ferguson
Act would pave the way for federal regulation of the insur-
ance industry. And since many of the NAII members are one-
state companies, Mr. Beck believes federal control would be
devastating.

"To even think in terms of subjecting those one-state com-
panies like Tennessee Farmers Mutual to a federal agency
would be just chaos," he said.

Most members belong to the NAII because they support the
McCarran-Ferguson Act and feel they will have more influ-
ence in Washington if they band together.

As August P' Alegi, vp and actuary of GEICO General In-
surance Co. in Des Moines, Iowa, said, "We couldn't agree
more with the NAII. We are very close to them philo-
sophically."

Mr. Alegi said the madn benefit his company derives from
membership in the NAII is representation in Washington.

Continued on next page

Innovative. Coop-

erative. Aggressively
representing inde-
pendentinsurance
agents on the national

NA
and state levels.

That's PIA.

Our new symbol
is stronger and bolder, better (45.1-
reflecting PIAs growth and pres-
ence within the industry.

During 1983 PIA will become &  7_< 
even stronger and b6lder as we
continue voicing our members'

--- ------I---:1.-

concerns to those who make

decisions impacting the indus-
try, agents and insurance consumers.

And we'll continue to enhance the

professionalism of independent agents.
Keeping them better informed on indus- IAtry issues, and more proficient through
our education programs.

We're proud of our 55 years of
solid accomplishment and achievement,

and our new contemporary look

ma
symbolizes the strength of PIA
National and PIA state & regional

NATIOHAL ASSOCIATION OF associations, and our commit-
PROFESSIONAL
INSURANCIE ment to independent agents.
AGENTS mk
Stronger and Bolder Than liver
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RAA is working to make its voice heard
By DEBORAH SHALOWITZ • The company cannot have failed more than four of 14 ness to a relnsurer m a country without a tax treaty with the

IRIS solvency tests conducted by the National Assn of Insur- United States
WASHINGTON-Like a young woman singing in a large ance Commissioners

soprano section, the Reinsurance Assn of America is strug- "The U K may be acting as a front for other countries,"
American reinsurers write approximately 75% of the rein- Mr Maisonpierre said

gling to make its voice heard in the chorus of the insurance surance for American businesses, and RAA members Write The RAA also objects to the treaty with Barbados and theindustry 80% to 85% of that amount, according to Mr Maisonpierre pending treaty with Bermuda because there is no income tax
Although younger than its peers and sometimes over- The dues for RAA members are assessed based on a formula assessed in those lurisdictions and the theory behind waiv-

powered by their size, the RAA's voice can often be heard in of less than 0 01% of assessable premiums written, which are ing excise taxes is to avoid double taxation, Mr MaisonpierreWashington the majority of reinsurance premiums written said

And, this voice is bound to become stronger in coming The chief executive officer of each member company is on The less the U S insurance industry depends on the rest
years as the U S reinsurance industry grows, predicts Andre the board of directors of the organization Committees are of the world, the better off we are," claimed Mr Maison-Maisonpierre, the group's president made up of other key professionals from member companies pierre "But if we provide a competitive advantage" to for-

The need for reinsurance "will grow by leaps and bounds," This format keeps the group efficient, according to T Dar- eign reinsurers, that dependency is likely to grow
predicts Mr Maisonpierre, so despite its "low-key member- rington Semple, resident counsel and secretary of American Internally, the RAA is trying to develop methods to assessship approach," the RAA's membership in five years will be Reinsurance Co in New York what additional taxes the reinsurance industry will face as a"considerably" greater than ltS current level of 30 Looking ahead, Mr Malsonplerre said result of tax reform, how those tax liabilities will affect theThe main purpose of the organization, which was created that the RAA will focus on two sensitive cost of reinsurance and if those changes will be large enoughin 1969, is "to represent members on legislative and regula- I4

issues this year to influence the purchasing decisions of those buying rein-tory issues " To that end, the RAA testifies fre-  The first iS the recovery of claims under surance
quently at the state and federal levels  retrocessional agreements, which are rein- The group's biggest legislative success was the 1984 adop-0 But, "we recognize that both within the entire - surance policies issued by one reinsurer to tion by the National Assn of Insurance Commissioners of aInsurance industry and the business commu- another reinsurer "The problem lS that model law for credit for reinsurance The model law dictatesnity, from the legislative standpoint, our power some reinsurers have reinsured large under what conditions an insurer or reinsurer can take creditis limited by our size," said Mr Maisonpierre amounts of business and there may on its annual statement for reinsurance purchasedHe added that no matter how much the RAA well be some problem in collecting that re- The requirements under the model law include the rein-

grows in coming years, "there's no way we can acquire the Mr. Maisonpierre insurance," explained the RAA's Mr Mal- surer must be hcensed in the state of the insurer's domicile orpolitical clout that the other (insurance associations) have " sonplerre in a state with similar solvency or licensing requirements, or,The RAA provides members with information on legis- This could be due to the second reinsurer becoming insol- the reinsurer must have a dedicated trust fund of at least $20
lative and regulatory developments around the country, vent or being domiciled in a country that doesn't export hard million in aUS Federal Reserve member bank or the rein-
maintaining contact with all 50 state insurance commission- cash surer must provide to the insurer a letter of credit issued by aers

For example, Mr Maisonpierre said that it is extremely Federal Reserve member bank
But the RAA lS nOt a full-service trade organization, main- difficult for a reinsurer to collect money from a South About 30 to 35 states meet these standards and three or

tains Mr Maisonpierre, because the group's educational acti- American reinsurer or one based in the Middle East four exceed the standards, Mr Maisonpierre said "There is,vities are "quite limited" and it does not offer training pro- The second sensitive issue that the RAA will' focus on this however, a question as to the extent to which the states are
grams or hold seminars for employees of member companies year is "whether loss reserves are, in fact, adequate," said enforcing the regulations in the law," he observed

Members point out, however, that the education that a pro- Mr Maisonpierre He said it is "much more difficult for a On the down side, Mr Maisonpierre said that he regrets not
fessional receives through the exchange of Ideas facilitated reinsurer to ascertain loss reserves (than an insurer) because fighting more strongly for a federal premium tax, a legisla-by the RAA committees is invaluable it takes so much longer for losses to develop " tive proposal that eventually did not pass Mr MaisonpierreThe RAA lets us "help each other understand the problems Furthermore, most reinsurance contracts for property/ca- explained that when the rest of the insurance industry de-
of the Industry," noted Michael G Fitt, chairman, president sualty insurance are written so that they absorb huge claims, cided to delay support for a federal premium tax, the RAAand chief operating officer of Employers Reinsurance Corp said Mr Maisonpierre went along for the sake of solidarity But "had we movedin Overland Park, Kan For example, many of the reinsurance policies covering as- independently and separately, we could have gotten a federal

Mr Fitt will be installed as chairman of the RAA next bestos were written in the 1950s, when insurers had a reten- premium tax" instead of discounting of loss reserves, whichmonth at the group's annual meeting in Washington, D C tion of $50,000 or $100,000-a large retention at the time is "too complex" and "undermines the solvency of the 1ndus-
The RAA also gathers data on the reinsurance industry, Now, however, awards for damages from asbestos claims try," he said

although that lS not one of its mainstream activities, Mr are millions of dollars, and the reinsurer picks up most of the The RAA's biggest accomplishment in the past few yearsMaisonplerre said There are five membership requirements tab, said Mr Maisonplerre has been the education of legislators and regulators on whatfor joining the RAA On the federal level, Mr Maisonpierre said that the RAA reinsurance is and how it fits in to the whole insurance pic-0 A company must be a professional reinsurer Although plans to address, along with the U S Department of the ture
some RAA members do write direct insurance, for most mem- Treasury, tax treaties that exempt certain foreign reinsurers
bers reinsurance is more then 90% of their business "Reinsurance was a low-profile thing," said Mr Mai-

from federal excise taxes, which are 1% for reinsurance and sonpierre, and no one really understood what it was
• A company must be domiciled in the United States 4% for direct insurance The RAA has five professional staff members, including

An RAA member company may be owned by a foreign com- Among countries with tax treaties, which the RAA says put Mr Maisonpierre Three of the staff, the senior vp, the vp andpany, but not by a foreign government U S reinsurers at a competitive disadvantage, are the general counsel, and the assistant general counsel, are attor-
0 An RAA member company must maintain a minimum United Kingdom, France, Italy, Soviet Union, Cyprus, Bar- neys The fifth staff person is a legislative assistant Foursurplus of at least $25 million bados and Romania support people also work for the organization• The company must be licensed in at least five states, The "worst" treaty from the U S reinsurers' point of view

including one major state, such as California, New York or is the tax treaty with the United Kingdom because it walves The Reinsurance Assn of America is located at 1819 L StFlorida
the excise tax even when the UK reinsurer cedes the busi- NW, Seventh Floor, Washtngton,DC,20036,202-293-3335

NAII

Continued from previous page and eliminate the possibility of dual regula- money When you're talking about $100,000 cellence in corporate film makingBut while the goals of the association have tion for motor carrier insurers that isn't money that companies give, thatremained the same since its inception, the "We have had enormous success in our ef-
0 Defeat unisex rating legislation

membership has changed money comes directly from the personal forts to get educational information into the
In 1986, the NAII-like most insurance as- pocketbooks of company executives," he schools around the country," Mr Beck said,Traditionally, the NAII has been known as sociations-was preoccupied with trying to said noting that millions of students have seenthe bedrock of personal lines insurers, but minimize the onerous effects of the Tax Re- "It is a lot more money than people realize the filmtoday the membership of commercial lines form Act of 1986 A lot of people have to give quite a bit toinsurers iS grOWing The NAII maintains offices in Washington,
"The tax law was not a victory," Mr Beck reach $100,000," he added Boston, Annapolis, Md, Sacramento, Calif,"While the NAII historically has been said, "but we could have gotten much worse In addition to enhancing its fund-raising and ltS home office in Des Plaines, Ill Morethought of as a personal lines associa- legislation than we did " effort, Mr Beck hopes the NAII can improve than 175 people work in the various officestion that lS changing," Mr Beck said Under the new tax law, insurers no longer its communication network The NAII is one "One of our strengths lS that we focus very"Commercial writings are growing signifi- are able to take immediate, full tax deduc- of the largest in-

cantly " heavily on having a professional, expert,tions for reserves established for future surance associa-
Membership in the NAII now spans nearly losses Instead, insurers are required to dis- tions, and distri-

NAh
high quality staff of people who not only
know Washington and how to lobby, but whoall lines of insurance from the one-state farm count their loss reserves based on the mid- b u t i n g are experts m the various fields in their ownbureau companies to the international insur- term applicable federal rate, which lS the information to all right," he saidance companies that write many lines of market rate of return on U S government of its members GEICO's Mr Alegi agreed "The NAII hasinsurance Mr Beck attributes the legislative obligations with remaining maturities of be- nat_onwide and a very qualified staff,' he said, adding thatsuccesses of the association to ltS wide and tween three and nine years (BI, Aug 25, internationally is John B Crosby, senior vp and general coun-diverse membership This diversity was clear 1986) a challenge

when stock insurers, mutual insurers, ex- sel at NAII, "is the best in the business "Mr Beck said the insurance industry could The association annually publishes more Joe Lancaster, executive vp and chief ex-cess/surplus insurers and many others gath- have accomplished more in relation to the than a dozen reports including ecutive officer of Tennessee Farmers Mutualered in Naples, Fla, earlier this month to tax bill if it had been united
attend the spring board of governors meet- • The weekly "Legislative Reporter" that Insurance Co in Columbia, Tenn, says his
1ng "When push came to shove-the industry tracks the progress of 8,000 bills each year organization depends on the NAII staff

was not in fact as unified as it should have and analyzes more than 2,500 bills A small company like ours simply doesAs Mr Beck said, "We have enormous di- been," he said
versity We have the very largest of the com- • The weekly "Washington Report" on not have the staff to stay on top of the indus-
panies to many of the smallest " "It was an example of how you don't win what Congress is doing in the insurance try every day the way the NAII can Theyvictories on a malor effort like that," he field

Another reason the NAII has been sue- added give us information we couldn't otherwise
• "Workcomp Focus" on special memo- get "cessful is because its members are familiar On the state level, the NAII has actively randums on new laws and important court

with the political arena and are willing to supported tort reform By arming insurers cases Membership in the NAII is open to any
U S -domiciled insurance company Accord-work hard to achieve their goals, Mr Beck and business leaders with statistical data

said But Mr Beck said the organization still ing to Robert Wegenke, senior vp and secre-
and filing amicus curiae briefs, the associa- needs to work on improving its communica- tary of the NAIL dues are assessed according

"They are scrappy, fighting companies," tion has been working alongside these tions efforts He hopes in 1987 the associa- to the number of states a company writessaid Mr Beck groups to encourage tort reform
Their determination has paid off over the tion can incorporate some of the latest elec- business in and the amount of direct-written

But Mr Beck points out that lobbying tronic and computerized techniques for premiums it has The minimum assessment isyears Through ltS lobbying efforts the NAII costs money-lots of money In 1986 the rapidly transmitting information
helped to $1,500 Mr Wegenke says the sliding scaleNAII raised more than $100,000 for its polit- In addition, the NAII produced an award- -produces a more equitable" assessment• Prevent the passage of federal no-fault leal action committee in Washington And in winning film on the dangers of drinking andauto liability legislation in the 19705 the 1987, Mr Beck hopes the group can give drivmg, "Just Along for the Ride " The edu- The National Assn of Independent Insurers• Reduce the mandatory insurance re- the same amount to its PAC
quirement in the trucking deregulation bill cational film won several awards from the :s Located at 2600 R:ver Road, Des Plaznes,

"It is extremely difficult to raise that Public Relations Society of America for ex- Ill 60018, 312-297-7800



Benefit changes
Continued hompage l

• The increase in the number of
couples in which both people work
has resulted in many employees
seeking to "trade" the traditional
core benefits such as health insur-

ance-which they may receive
through their spouse-for other
benefits.

• The influx of women into the

workforce has increased the desire
for benefits that make child-rear-
ing easier, such as dependent care
and flexible scheduling, as well as
for maternity and child care leaves.
And, the aging of the population in
general has left many workers re-
sponsible for their elderly parents,
also increasing the desire for de-
pendent care benefits and flexible
scheduling.

Of the total respondents to the
BI survey, 56% said they perceived
a weakening of employee loyalty to
their employers. Forty percent said
they perceived no such weakening
of employee loyalty and 4% did
not answer.

Some 64% of the respondents
said that more than half their

workforce was made up of hourly
employees, while 34% said most of
their workers were salaried em-

ployees and 2% said their work-
force was about evenly split.

But, those benefit managers
whose workforces were older, un-
ionized or mostly male were more
likely to perceive a weakening of
loyalty.

For example, only 35% of those
benefit managers with workforces
that have more women than men

said they saw a weakening of em-
ployee loyalty, compared with 65%
of those with workforces made up
mostly of men.

Of the 50 respondents to the sur-
vey, 62% said their workforce was
more than half male, and 34% said
it was more than half female. Two
percent said their workforce was
about half male and half female,
and 2% did not answer.

And, 70% of the respondents
with predominantly unionized
workforces and 72% of those with

workforces that averaged older
than 40 said employee loyalty was
weakening, compared with only
57% of those with mostly non-
union workers and 50% of those

with younger employees.
Of the respondents, 74% said

their workforce was less than 50%

unionized. Twenty percent said it
was more than 50% unionized, 2%
said it was split evenly between
union and non-union workers and
4% did not answer.

Regarding age of workers, 60%
said that the average age of their

. workforce was less than 40 years
old. Some 36% said the average age
was more than 40 years old and 4%
did not answer.

Some of those who perceived a
weakening of loyalty seemed to lay
the blame on the companies. For
example, the corporate'manager of
benefits and insurance for an oil

refining company with 900 em-
ployees said, "Companies are look-
ing at the short-term profits, not at
the long-term effect on employees
and communities."

Others, like the corporate man-
ager of employee benefits for a
manufacturing, sales and service
company with 8,000 employees,
blamed a "change in work ethics.
Employees no longer have a com-
mitment to their work."

But, he also cited the "fear of
layoffs, mergers/acquisitions and
downsizing."

And, most of the respondents
said they believed the weakening
of employee loyalty was caused by
such business realities.

For example, the benefit man-
ager of a manufacturing company
with 800 employees said .weak-
ening of employee loy.alty was "a
result of more (companies) being
acquired by other companies more
than once."

The director of personnel admin-

istration for a chemical company
with 27,000 employees said, "As
companies restructure and 'down-
size,' and as mergers take their toll,
employees now realize that they
must be responsible for themselves
and their careers. Companies no
longer are providing 'cradle-to-
grave' security and employees real-
ize it."

And, the director of compensa-
tion and benefits for a textile man-

ufacturer with 24,000 employees
said, "Competition for jobs is in-
tense. 'White-collar' job security is
decreasing-so is hourly job secu-
rity. Companies no longer practice
the long-term loyalty they used to.
So employees are forced to depend
more on themselves and less on the

company."
On the question of changes

chused by an increase in two-
worker families, 56% of the total
respondents said they believed this
increase has resulted in changes
in benefit requests. Some 38% said
they perceived no such change, 4%

1

did not answer and 2% said they
did not know.

But, 64% of the respondents with
workforces averaging under age 40
said they thought two-worker fa-
milies had caused a change in ben-
efit requests, compared with only
44% of the respondents with older
workforces.

Half the respondents with mostly
unionized workforces said they
perceived a change caused by two-
worker families, compared with
54% of the respondents with
mostly non-union workers. And,
58% of the respondents with pre-
dominantly male workforces said
they had experienced a change in
benefit requests, compared with
53% of the respondents with
mostly female workforces.

The change most-often men-
tioned by the respondents was an
increase in requests for flexibility
in benefits.

The manager of administration
for a manufacturer of frozen sand-

wiches with 540 employees re-

r
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ported a new demand for "proba-
bly greater flexibility in selecting
benefits that might be duplicated
between employers."

The vp of personnel and labor
relations for a health care and

education firm with 3,200 employ-
ees agreed that employees are
"seeking more flexible benefit ap-
proaches."

And, the director of benefits
planning for a paper and publish-
ing company with 19,500 employ-
ees said, "Employees want to tailor
coverage to the needs of two work-
ers, both of whom have certain
benefits provided by each em-
ployer. This moved us into a full
cafeteria plan for non-bargaining

Continued on next page

RENT-A-CAPTIVES AVAILABLE
"THE ANSWER TO THE 1986 TAX REFORM ACT"

FINANCIAL TECHNOLOGY INC.

Consultants specializing in Captives, Risk Retention Groups,
Cash Flow, Self-Funded, Loss Portfolio Transfer Programs,

Feasibility Studies, Formation and Management.

1888 Century Park East, Suite 910, Los Angeles, CA 90067
(213) 879-3991
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WITH MET LIFE CONDUCTING ¥OUR GROUP UNIVERSAL
LIFE PLAN, WE CAN MAKE BEAUTIFUL MUSIC TOGETHER.

If implementing a Group Universal Life plan sounds
difficult, get Met Life toorchestrate yourplan. With us, em-
ployee benefit managers can sit back and enjoy the music.

Well recommend the best enrollment approach and
then provide enrollment/communication materials. We

© 1986 Metropolitan Ufe Insurance Company, NY, NY

even offer a toll-free number to answer employees'
questions about Group Universal Life

With our thorough on-going plan administration,
benefit managers can hum along. Call your broker/
consultant or your Met Ufe Group Representative.

GET MET. IT FAYS.
4Vb Metrogolitan Life
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e LDid tim

run out?
You need a micro software

system that handles defined
contribution plans quickly
with an unlimited number of

participants per plan.
Autofax/MPR can eliminate

time-consuming calculations
by running compliance tests
for 401(10, 415 limitations,
and top-heavy testing.

Eligibility tests are run
by the system. Your staff
no longer must check each

AUTOFAX DIVISION

4822 Albemarle Road

Charlotte, NC 28205
(704) 568-5180

employee individually.
You'll save hours in plan

design with Autofax/MPR's
automatic proposal system.
And, reduce your input time
with personnel and payroll
tape download capability.

Let us tell you about this
system available to tmst
departments, plan sponsors,
plan administrators, legal
and accounting firms, and
insurance companies.

SUInamn.
1 HUST SYSTEMS INC.

TODAY.
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Benefit mandate
Continued from previous page
dents of those employees, according to EBRI.

While business groups agree that the problem of the
uninsured must be addressed, they oppose a health
care benefit mandate on both philosophical and prac-
tical grounds.

"You are interfering with company internal benefit
decisions," says the NAM's Ms. Canner.

At the same time, business lobbyists say compliance
with a health benefit mandate would be an adminis-

trative nightmare.
For example, Sen. Kennedy's staff says an employer

would not have to offer the identical benefits to com-

ply with the federal benefit mandate, but rather bene-
fits that were the "actuarial equivalent."

For example, an employer could make up for the
higher deductibles in its health care plan by offering a
dental plan as well.

But determining "actuarial equivalent" benefits may
be impossible, some experts say.

"You can't measure ,'actuarially) certain health care
features," notes Linda Havlin, a consultant with
Hewitt Associates in Lincolnshire, Ill.

Consultants note it would be especially difficult to
place a value on benefits offered through a flexi-
ble benefit arrangement, under which employees are
allowed to choose from a wide range of benefit op-
tions.

"Flexible benefit plans would be a real wild card,"
says Mr. Ugoretz of the ERISA Industry Committee.

"The Kennedy plan would put some real constraints
on how far you could go with a flexible plan," says
William J. Arnone, a benefits consultant in the Los
Angeles office of Buck Consultants Inc.

In addition, the Treasury Department-in attempt-
ing to draft regulations to guide employers in com-
plying with the health care continuation provisions of
the Consolidated Omnibus Budget Reconciliation Act
of 1985-is tied up in knots over how to determine
appropriate premiums for self-funded health care
plans.

"The-Treasury Department has found that determin-

.

r

ing actuarial equivalents is not a simple task," says
Mr. Davey of Johnson & Higgins.

Since any health care benefit mandate that Congress
might approve would give regulatory agencies the au-
thority to develop rules on how to measure the value of
benefits, employers might have to wait for years before
such rules are published.

While business groups remain opposed to a health
care mandate, some that support the idea believe it is
in the best interest of companies with health care plans
to back such a proposal.

For example, Ms. Ignagni of the AFL-CIO says em-
ployers with health care plans should realize they are
subsidizing employees of companies without health
care coverage.

This subsidy occurs because hospital administrators
shift costs of the uninsured onto patients with health
care coverage. This cost-shifting inflated the health
care bills of those covered by health insurance by
about $5 billion in 1985, according to the Health Insur-
ance Assn. of America, a Washington-based trade
group.

"Employers should be asking themselves how long
they are going to be willing to subsidize their competi-
tors without health care plans," Ms. Ignagni points
out.

Others say there are ways Congress could increase
health care coverage without a federal benefit man-
date.

For example, James Dorsch, Washington counsel for
the HIAA, says Congress could pass legislation to
allow the self-employed to take a full deduction for
their health insurance premiums. Only 25% of the pre-
mium currently is tax-deductible.

In addition, health care costs for small employers-
which are least likely to offer group health insur-
ance coverage-could be cut substantially if Congress
barred states from imposing specific benefit require-
ments on insured plans, said Mr. Dorsch.

For example, legislation passed in Maryland in the
early 19705 that requires insured plans to offer ex-
tensive mental health and alcohol abuse benefits has

inflated plan costs by between 12% and 17%, the
HIAA says.

TOMORROW.

At Hilb, Rogal and Hamilton, we believe that a good insurance sales
executive is persistent before the sale-but a great one is persistent
afterwards. Most of our executives have been with us between 10 and
20 years, making new sales...and keeping the good dients we have.
So, when an HRH executive sells you a program-he may be the last
insurance agent you'll see. But you won't have seen the last of him.

Hilb,Roal and
HamiltonCompany
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Committee hears debate
on mandated health care

By JERRY GEISEL

WASHINGTON-Requiring all
employers to provide group health
insurance could result in an ad-

ministrative nightmare for all em-
ployers, a congressional committee
was told late last week.

Enforcing a health care mandate,
such as the one now being drafted
by Sen. Edward Kennedy, D-
Mass., (see story, page 3) would re-
sult in the creation of a "horren-

dous" new federal bureaucracy,
said John J. Polk, executive direc-
tor of the Council of Smaller En-

terprises, a division of the Cleve-
land Chamber of Commerce.

Mr. Polk, speaking last week be-
fore the Senate Small Business

Committee, said employers would
face the new burden of having to
certify to this new agency that
their plans meet federal standards.

Such a mandate would create "a

new layer of bureaucracy and reg-
ulation, whicki, even in its simplest
summary form, is conceptually
horrendous," Mr. Polk said.

Also at the hearing, the first this
year on how a federal health care
mandate would affect employers,
especially smaller firms, a parade
of witnesses said more should be

done to encourage employers to
offer group health care programs.

Frank Swain, chief counsel for
advocacy with the U.S. Small
Business Administration, recom-
mended changing the tax law to
increase to 100% from 25% the tax

deduction that the self-employed
can take for health care premiums.

"From a small business perspec-
tive. . .the tax treatment makes all

the difference," Mr. Swain said.
Fredric Rohm, president of the

New Castle County Chamber of
Commerce in Newark, Del., urged
a national effort to encourage
trade associations to offer coverage
to members. The New Castle

Chamber of Commerce provides
coverage to about 1,000 companies,
many of them smaller firms.

"Encouraging the kind of pro-
gram we offer to small firms,
rather than mandating an inflexi-
ble program to all companies,
would be a welcome first step by
the federal government," Mr.
Rohm said.

Powell Jenkins, the operator of a
small hardware store in Rocky
Mount, N.C., told the committee
that more small employers would
offer group health insurance if

1 they could receive tax credits for
the purchase.

These tax credits could, for ex-

ample, be used to offset payroll
taxes and help improve a small
company's cash-flow, Mr. Powell
pointed out.

Insurers testifying at the hearing
advocated federal legislation to
prevent states from imposing spe-
cific benefit mandates on health

care policies they sell.
These mandated benefit laws are

adding between 4% and 15% in ad-
ditional costs to insured policies,
said Michael J. Manley, second vp
for The Travelers Insurance Cos. in

Hartford, Conn.

A federal pre-emption of state
mandated benefit plans "would be
a major first step to lowering the
costs of health insurance for small

businesses," Mr. Manley said in his
written testimony.

Senate Small Business Commit-

tee members offered their own

suggestions to improve access to
health care coverage.

For example, Sen. Alan Dixon,
D-Ill., suggested the creation of
state pools, comparable to current
assigned risk pools for automobile
in[surance, from which small em-

ployers could buy a bare-bones
policy.

And, Sen. Tom Harkin, D-Iowa,

recommended "all of us ought to
bear the burden" of providing cov-
erage to the uninsured through
health insurance pools funded by
general revenues.

Committee Chairman Dale

Bumpers, D-Ark., said government
bears some of the responsibility for
the rise in the number of people
without health insurance.

He noted that in Arkansas, cuts
in Medicaid have made it much

tougher for the poor to receive
health care coverage.

For example, the cuts have gone
so deep that a family of four with
an income of over $3,300 would not
be eligible for coverage.

"You have to be absolutely desti-
tute in the state of Arkansas to get
Medicaid," Sen. Bumpers said. •
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update

EMPLOYEE BENEFITS
INFORMATION SYSTEMS

/ssue Date: May 11
Ad Closing April 28

A look at computers in employee
benefits departments - how they are
used, the changes, the latest
capabilities, and the software
available.

Plus BI's Directory of Information
Systems vendors.

Does your
employee
bdongirla
psychiatric

hospital?
Maybe so. Fortunately, serious mental illness is

highly treatable. But what sort of treatment setting is most
appropriate? If your group insurance plan offers mental
health care benefits, you can't afford to be confused about

what types oftherapeutic services, hospitals and facilities 
are available. In fact, understanding who needs a private .
psychiatric hospital and who doesn't can help you manage [
your inpatient psychiatric benefits more efficiently.

Not all hospitals treating mentalillness are 
alike--and you need teknew the difference. ,

The diverse and individual needs of the mentally ill
require an equally diverse range of health care facilities,
from state institutions to general hospital settings to
specialty psychiatric hospitals. The services and therapies
offered by different types of hospitals also vary in scope
and intensity.

The National Association of Private Psychiatric
Hospitals (NAPPH) has assembled a comprehensive
booklet which clearly defines the differences among
mental health inpatient providers. We've also included
useful information about the typeS of patients we treat
and the costs involved, plus the latest facts on hospital
trends and the utilization ofinpatient services, all broken out
in easy-to-understand, reproduceable language and charts.

The booklet is free-but the information is invaluable.

Re NaonalAssociationof

Ptivate Psydiatric Hospitals

business
insurance

Usinglnpad.ent i
BeriatsWisely New! 

Please send 
me a free ,
copy of 1

IStent !
Psychiatric Benefits Wisely" 1

with all the latest statistics on '
1

mental health inpatient care.

1

| Name i
1 Title I
 Company 
, Address 1
i City Stnre/Zip
| The National Association of ,
 Private Psychiatric Hospitals .
. 1319 F Street, N.W. 1
 Washington, D.C. 20004 1· (202) 393-6700 81427
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RATES AND CLOSING TIME:

Raks: Display classified is $86.25 per column inch, minimum 4 one inch. Straight classffied is Closing: Published every Monday Copy must be in typewritten form by noon Tuesday. 6
$700 per kne, muumum of 5 lines. Count 34 characters per line (include each space and days preceding publishing date. No verbal phone copy accepted. Prepayment required
punctuation as a character). Additional $13.00 charge for blind box ads. Only those responses for straight advertisements. Mail ads to Margaret Hikido. Classified Advertising, 740 N
which fit into a busmess size envelope will befowarded. Responses arefowarded daily. Rush St., Chicago, IL. 60611. For more information call 312-649-5340.

*POSITION WANTED* OUTSIDE DIRECTOR MANAGEMENT SUE HALE & ASSOC.
HELP WANTED NOTICE

Experience DIRECTOR INFORMATION SYSTEMS EXECUTIVE SEARCH
IN THE CIRCUIT COURT OF

STRUCTURED SETTLEMENTS
• R M Fortune 500 Co

COOK COUNTY, ILLINOIS COUNTY
AVAILABLE SPECIALIST DEPARTMENT, CHANCERY DIVISION

• Overseas Exp Consultant Large midwest TPA specializing In AGENCY/BROKER SPECIALIST Prestigious, nationwide structured set- IN THE MATTER OF THE LIQUIDATION
• Direct Negotiations Lloyds

Mature, Educated Bus ness Excecutive a Self-Funded health benefits is PROPERTY-CASUALTY-CLAIMS tlements company has a position in OF PINE TOP INSURANCE COM-
• Broker Standard &E&S Available for Directorship in need of a management person Southern Calitornia for an experienced PANY ) NO 86 CH 5898

Write Box 2278 REPLY TO BOB REECE
• Und Sales Mgmt A + Co with 5 years experience Back-

structured settlements production spe- NOTICE

Relocate W S/W N/W O'Seas Business Insurance, 740 Rush St POB 648 CLEMMONS, NC 27012 cialist, preferably with claims back- PLEASE TAKE NOTICE, that on Jan-
ground in Insurance, TPA and ground I)ue to expansion, positions in uary 16, 1987 an Order of Liquidation

619/265 8093 Chicago, IL 60611 2590 Qantell helpful but not required
919/766-6422 other areas of the U S are under con- with a Finding of Insolvency was en-

sideration
Box 2282 Income commensurate with knowlede

tered against Pine Top Insurance Com-
pany ("Company") by the Honorable

Business Insurance and experience All inquiries strictiY George M Marovich, Judge of the Cir-
740 Rush St LOSS CONTROL

confidential, send resume including
earnings history to Box 2264, Business cult Court of the Cook County, Illinois

DIRECTOR,
Chicago, IL 60611-2590 John E Washburn, Director of Insur-

PROPERTY Insurance, 740 Rush St , Chicago, IL
60611 ance of the State of Illinois ts the statu-

RISK MANAGEMENT
tory and court appointed Liquidator of

Balto Sales Office of Alexander & the Company
Alexander inc has an opening for a

CLAIMS AUDITOR TAKE FURTHER NOTICE that pursuant

The Oh,o State University Hospitals is currently seeking a director INTERNAL OPERATIONS/
Tired of the daily grindp Want a chance to the Order of said court, all rights and

Property Loss Control Consultant to put your claims experience to prod- liabilities of the Company and of its
to coordinate the Hospital's risk management program This Candidates rnust have a compre_ uctive use? We are an international in- creditors, policyholders and all other

person will report to the Administrator, Legal Services and will be THIRD PARTY surance broker looking for an individ-
hersive knowledge of all property ual with a minimum of six ears persons interested in its assets are

responsible for identifying and evaluating risk exposure, ADMINISTRATOR
fixed as of January 16, 1987, unlessloss control anda minimum of 3 yrs multi-line clalms experience (eavy otherwise provided by such other

investigating administering, and serving as consultant for all risk insurance industry experience, and multi-state workers' comp) to perform Order of the Court
An established and progressive third party claims audits nationally of our own

insurance coverages and fund,ng, determining and controll,ng a strong HPR background Good claims staff 60% travel - Chicago FURTHER, any and all persons having
administrator is seeking a detadonented indi

potential areas of liability to reduce risk exposures and losses, wdual with primary market responsibilities In communication skills and the abil- based Mail resume with salary re- or claiming to have any accounts,quirement to Box 2279, Business In. debts, claims or demands against the
providing expertise to all departments for risk management and Indiana and Michigan The highly organized ity to effectively interact with chents surance, 740 Rush St , Chicago, IL Company or claiming any right, title or

professioral we select will work with our sales andstaffisessenttal Extensive over- 60611-2590 interest in or to any funds or property

loss control efforts such as creative settlement, and coordinating staff to design and develop self funded group night travel required
in the possession of the Liquidator are

the loss control program for the Hospital
required to file a Proof of Claim with

programs for prospects and clients Salary commensurate with expen CORPORATE RISK MANAGER the Liquidator on or before 440 p m

The successful candidate for this position will have a degree in The ideal candidate will possess a back ence We offer a full benefit package A bilhon dollar company located in the CST, January 17. 1988 Any person
Risk Management, Insurance, Business, Safety Engineering, or ground in group insurance or self funded Pro plus excellent working conditions m n idwest with diversified operations who has a cause of action against anwith in excess of $2,000,000 insurance Insured under a liability policy issued
Law, with considerable recent experience in health care risk grams as well as the ability to complete a pnme locatton All resumes kept m m force, ts seeking an outstanding pro- by the Company shall have the right to

projects while adhering to deadlines Excep- strictest confidence Please respond fessional wth proven credentials in cor- file a claim with the Liquidator Any in-
management tional wntten and oral communication skills porate risk management sured under a liability policy issued by

are also required We offer a highly compet,-
n wnting to The individual will develop and admin- the Company against whom a claim has

We offer an excellent wage and benefits package Qualified tive salarv and benefits program For confi ister programs to minimize losses been asserted or is anticipated, should
candidates should submit a resume to Human among corporate assets Will be ac- file a Proof of Claim on or before the

dent,al consideration please forward your re Alexander lively responsible for the marketing of aforementioned date All such claims,
Resources/Recruitment, The Ohio State University Hospitals, sume with salary history to

Room N-100, Means Hall, 1654 Upham Drive, Columbus, Ohio Box 2280 AAIexander insurance coverage Position involves called contingent claims, shall not al-
some travel lowed unless such claims are liquid-
Quallfied candidate will have a mm-

43210 OHIO
ated or fixed on or before 430 p m

Business Insurance mum of 5 years experience and a CST January 16,1989
740 Rush St Personnel Department proven track record of cost reduction TAKE FURTHER NOTICE, that the form

100 Light Street Please send resume and salary history of and required content of all Proofs of

SrATF.
Chicago, IL 60611-2590 to Box 2275, Business Insurance, 740

Baltimore, MD 21202
Claim are described In the Ill Rev

Rush St , Chicago, IL 60611-2590 Stat, Ch 73, Par 821 Proofs of Claim,
An Equal Opportunity Employer EOE M/F/H/V together with supporting documents, if

UNIVERSITY HOSPITALS
any, are to be filed vnth and may be

STATUTORY ACCOUNTANT secured from the Special Deputy Liqui-
3-5 years of Annual Statement prepa- dator, Pine Top Insurance Company, In
ration Reinsurance Accounting a plus Liquidation, 446 East Ontario Street,

DIRECTOR, RISK MANAGEMENT
Personal Computer experience neces- Suite 700, Chicago, Illinois, 60611 Fit-
sary Send resume and salary require- ing shall occur upon the receipt ofments to Ormond Re Group, 140 South

Proof of Claim by the Liquidator The
Directs insurance and self-insurance programs for public agency with Atlantic Avenue, Ormond Beach, Flor- Liquidator reserves the right to require

$9OM budget and 1,100 employees Implements and coordinates loss
Ida 32074

such additional information with re-

control, safety program and claims management tc minimize loss costs
spect to any claims as he may deem
necessary All Proofs of Claim must be

AA/EEO Requires a Bachelor's degree supplemented by addihonal taining in ASSISTANT RISK MANAGER duly sworn to before an Officer author-

related field Six years of expenence ingluding the development and New position to assist Risk Manager of ized to take oaths
a recently formed insurance pool of THE LAST DATE OF THE FILING OF

administration of vanous types of insurance, self-insurance and loss pre- school districts in the Puget Sound area PROOFS OF FIXED OR LIQUIDATED
ventlon programs, or an equivalent combination of training and expen- of Washington State This position in- CLAIMS IS JANUARY 17, 1988 NO

volves extensive client Interaction, PERSON HAVING OR CLAIMING TO
ence Salary Range $36,712-$59,196, starting salary depending on ex- procedures development, program as- HAVE ANY CLAIMS AGAINST PINE TOP
penence, plus excellent benefits package For an official application and sessments, review of exposures, certifi- INSURANCE COMPANY, SHALL PAR-cates and contracts, general support in TICIPATE IN ANY DISTRIBUTION OF
position questionnaire contact the South Florida Water Management a program of loss pervention and con- THE ASSETS OF THE COMPANY UN-
District, Personnel Office. P O Box 24680, West Palm Beach, FL trol Candidate should possess risk LESS SUCH CLAIMS ARE FILED WITH

management experience with emphasis THE LIQUIDATOR ON OR BEFORE
Ryder System, Inc, a multibillion dollar diversified transpotation and 334164680 or call Judy Falkiewicz 305/686-8800, ext 265 An official on school district programs Bachelor s JANUARY 17,1988 NO PERSON HAV-
business services company, is seeking high potential professionals for application and position questionnaire must be recEived by the Personnel Office no later degree, ARM pre ferred, strong verbal ING OR CLAIMING TO HAVE ANY CON-

and written communication skills
positions in Ryder Services Corporation-(RSC), an In-house workers' than 5 00 PM on May 15. 1987 Equal Opportunity Employer Please call for application packet 206/

TINGENT CLAIM AGAINST THE

compensation claims administration group Opportunities are available 242-9400 Closing date May 14, 1987
ASSETS OF THE PINE TOP INSURANCE

in California, Michigan, Georgia and New Jersey COMPANY, SHALL PARTICIPATE IN

-             Insurance
ANY DISTRIBUTION OF THE ASSETS

SENIOR CLAIMS EXAMINER
OF PINE TOP INSURANCE COMPANY

UNLESS A PROOF OF CLAIM HAS

Manage a regional claims office located in the Parsippany, NJ area BRANCH BEEN TIMELY FILED WITH THE LIQUI-
DATOR AND THE CLAIM IS LIQUID-

Duties include the handling of high exposure claims, recommendation CLAIMS CAREERS ATED OR FIXED ON OR BEFORE JAN-

and approvals on Investigations, payments, legalittes, reserving and recov- UARY 16, 1989

ery Will supervise four professionals
MANAGER Frank J Csar, Special Deputy Liquida-

tor, Onice of the Special Deputy, 446
This position requires current hands-on, multi-state expenence In the -,irn Fireman's Fund One of NJ 's foremost Insur- East Ontario, Suite 700, Chicago, lili-
Northeast, with emphasis on the states of NY, NJ, PA, and DE Strong ance agencies is offering an

nols 60611 (312) 915-4700

verbal, written and Interpersonal skills and the ability to interact with var- outstanding professional op- Business Insurance
lous levels within the organization are also required Two years of col-

portunity to the degreed In-lege education are preferred ireman's Fund Insurance Companies has Circulation Breakdown*
several Claims Specialist positions located in surance specialist with

CLAIMS REPRESENTATIVE
Commercial Consumers

Petaluma, California (north of San Francisco) to be
proven management skills Administrative

Administer Workers' Compensation claims Responsibilities include in- and 8-10 years of commer CEO's Presidents and Owners 2,426

involved in the handling of environmental and
vestlgalion, determining compensabllity, and making indemnity payments cial agency experience Vice-Presidents. General Managers

to clatmants toxic tort claims and Other Administrative Personnel

Located outside New York 3,136

This position requires a minimum of two years self-insured, multi-state You should enloy working m a rapidly developing Financial

experience, strong verbal, wntten and Interpersonal skills, aothly to de-
City, with annual commis

Chief Financial Officers and Vice-

legal area with new and charging technical chal- sions of 2+ + million, we
termine claim validity based on medical knowledge and state laws, presidents of Finance 2,683

knowledge of appropriate state laws, and medical terminology lenges Positions require a minimum 5 years insur- offer an unexcelled compen- Secretaries, Treasurers, controllers

ance claims experience to include general liability, sation package for your ex- and other Financial Personnel 4,888

MEDICAL CLAIMS EXAMINER pertise and skills in Branch
Risk/Employee Benefits

products liability and litigation Vice-presidents, directors, manag-

Handle non-disputed claim files Document file and handle payment of Management and premium ers, and other related department
billings Document claims and investigation processing, anc type stan- We offer competitive salaries and excellent bene- production Salary commen personnel of insurance, risk, em-

dard forms fits which include an Employee Stock Ownership surate with experience and ployee benefits, personnel, com-

pensation, pension, safety, security,
This position requires critical knowledge of medical definitions, approxi- Plan and Incentive Savings Plan Please send re- measurable success will industrial relations, human re-
mate costs for medical services for various injuries, strong verbal, writ- sume with salary history to Fireman's Fund range from 50-70 thousand sources and employee/labor reta-
ten and interpersonal skills, and medical workers compensation claims
background Self-insured experience preferred High School diploma or Insurance Companies, Central Employment plus Incentives, allowances tions 8,144

Sub-total
equivalent required and superb benefits add sig-

21,277

Services, Job #LAM-09,4040 Civic Center Dr., Associations 506

Ryder System, Inc offers comprehensive benefits including medical and San Rafael, CA 94912. An equal opportunity
nificantly to the total pack- Government, Unions and Educa-

dental plans, stock purchase, insurance, tuition aid, and more For prompt age
tional Institutions 1,400

employer Principals only, please Commercial Consumers
consideration, please forward your resume and salary requirements to Should you meet the quallft- Sub-total 23,183

Manager, Corporate Employment cations above and wish to Insurance Agents and Brokers 11,009

RYDER SYSTEM, INC. Insurance Companies 7,111

3600 N W 82nd Avenue explore this opportunity fur- Financial Institutions 989

Miami, FL 33166 ther, please forward your re- Actuanes, Attorneys, Adjusters, Ap-

sume and salary history to praisers and Consultants 5.560

An Equal Opportunity Employer m/f/h Others Allied to the Field 1,442

Box 2274 TOTAL 49,294

FIREMANS FUND Business Insurance Source Business/Occupational
breakdown of qualified circulation,

INSURANCE COMPANIES 740 N. Rush St November 24. 1986 issue, as sub-

- RYDER Chicago. IL 60611 mitted to BPA for December 1986

BPA Publisher's Statement



Cleveland 6 right-to-know' law ignored
1

Liability concerns

By LORETTA ASHYK
corporate boards

the law, Capt Gance said Although the city of Cleveland did not adver-
The bureau conducts its inspections on the tise its right-to-know law, the ordinance was the The increased liability facing

CLEVELAND-A year after Cleveland en- basis of "life safety" first, so buildings that sub]ect of numerous newspaper articles and directors of malor U S corpora-
acted its much-ballyhooed "right-to-know" law house large concentrations of people are a top radio and television reports, according to Capt tions is causing many of them to
regulating hazardous chemicals in the work- priority, Capt Gance noted Gance consider giving up their board
place, fewer than one-quarter of the city's af- The bureau starts with schools, nursing homes He also noted that the city's Fire Prevention positions, a survey says
fected businesses are in compliance and hospitals and then "works its way down" to Bureau has conducted seminars on the ordi- A whopping 93% of those re-

Capt Chris Gance, the city's chief inspector industrial manufacturers, he explained nance upon requests of trade groups and that sponding to a survey by Touche
for fire prevention, echoed the sentiments of Mr Gance believes that although there has the city also printed some 4,000 informational Ross & Co feel increased direc-

Greater Cleveland Growth Assn officials and been more publicity about this ordinance than packets that explain the law and compliance tors' liability will impede re-
safety consultants by blaming the 24% comph- almost any in the city's history, many employers procedures cruitment of talented, experi-
ance rate on both ignorance and confusion about still are not aware that they must be in comph- In addition to the problem of a lack of em- enced individuals to serve on

the law on the part of employers ance Some employers mistakenly believe that ployer awareness about the law, it appears that boards

Capt Gance also said some businesses simply if they are in compliance with OSHA regula- some companies have delayed filing compliance And, 32% said they had con-
may be dragging their feet and hoping they will tions, they do not need to report to the city, he forms, betting the city will not get around to sidered retiring from their
not get caught noted inspecting their facilities, Capt Gance pointed board seats because of mount-

"A lot of people know we're understaffed, and "Despite the city's and the Growth Assn 's ef- out ing personal liability
they may ]ust be taking their chances and wait- forts to disseminate information on this, there The Fire Prevention Bureau has a staff of 33, More than one-third-37%-

ing until we come around" to comply with the are firms out there that simply don't know the which includes administrative personnel and of the respondents said that
law, he said law applies to them," said Jack Licate, deputy field inspectors, Capt Gance said The right-to- product liability is of great con-

The right-to-know ordinance, which took ef- director of governmental relations for the know law applies to 28,000 buildings in the city, cern to that company's profit-
feet in March 1986, requires employers to inform Greater Cleveland Growth Assn and yearly inspection of all of them is impossi- ability, and 41% report it is of
the city about such items as what hazardous However, Phillip Howard, president of How- ble, he added moderate concern Some 27%

materials are stored in their buildings and safe Corp, a Cleveland-based safety consulting But, as more employees become knowledge- regard product liability as of
where they are located on the premises firm, said that compared with other cities, able about their rights under the law-specifi- little concern, while 13% Say it

Employers also are required to train workers Cleveland has not done enough to make employ- cally their rights to be made aware of hazard- is if no concern

to handle hazardous materials and provide doc- ers aware of the new law ous materials in the workplace-more Some 1,126 directors re-
umentation on those training programs to the For example, he said that in Cincinnati, the complaints may be filed against employers, ac- sponded to Touche Ross' survey,
city's Fire Prevention Bureau, which is respon- city's fire department sent letters to employers cor(ling to Mr Howard of Howsafe Sooner or which sought opinions on "con-
sible for enforcing the ordinance advising them of its right-to-know ordinance, later, all companies will be forced into comph- sequences of increased direc-

The compliance figure was an extrapolation bought full-page newspaper advertisements and ance, he said tor's liability and other issues
based on inspections conducted by the bureau in held large-scale seminars sponsored by the Cin- Efforts to make employees aware of their that affect the work of the

the last year, Capt Gance said cinnati Chamber of Commerce to explain the rights already are under way Stuart Greenberg, board the U S economy, for-
The bureau conducted 4,258 complete inspec- law to local companies research director for the Council on Hazardous eign trade pressures and the

tions and 11,705 inspections in total, he said Cincinnati Assistant Fire Chief Charles Col- Materials, a Cleveland-based non-profit edu- outlook on corporate America's

Some partial inspections are performed in re- lim said compliance with that city's 4-year-old cational group, said the council plans to make future "

sponse to complaints or as follow-ups to previ- law has been nearly 100%, based on the city's presentations before unions and trade associa- .

ous inspections yearly inspections tions For a free copy of "Issues Fac-

While a similar federal law enforced by the Mr Collini said the law has been a valuable It also has educational materials and a slide ing Cogorate Dtrectors," con-
Occupational Safety and Health Administration tool in helping the fire department react to fires show on the law tact Touche Ross & Co, Publze
primarily covers industrial manufacturers, that involve chemicals Penalties for not complying with the law Affairs Department, 1633
Cleveland's right-to-know ordinance affects He said employees also say they have a greater range from a $100 to a $1,000 fine and up to 60 Broadway, New York, N Y
nearly all employers in the city Approximately sense of security in working with hazardous ma- days in ]ail 10019-6754

6,800 businesses are expected to be affected by terials -Crain News Servece

the professional marketplace
CAPTIVE MANAGER/

CHIEF ACTUARY DIRECTOR OF INSURANCE
Bl Classifieds NATIONWIDE PROGRAM REINSURANCE AND RISK MANAGEMENT

ACCOUNTANT
assure

NOW AVAILABLE Opportunity for fellow or associate Progressive health care system, located in Philadelphia sub-
Wanted by large independent actively pursuing FCAS Small-

Liability insurance program for urbs, consisting of four prestigious hospitals with a total of
top quality captive management company company atmosphere provides

in central Vermont ACA or CPA Waterparks, and Waterslides in- management opportunity and
1,000 beds, lS seeking an innovative insurance professional to

results! preferred Ground floor oppor- cluding incidental Amusements, growth potential Reinsurance ex- organize and manage a central property and casualty program

tunity for experienced captive Go-Kart, Miniature Golf etc Limits perience not necessary, but multi- Initial priority will be medical professional liability and casualty
manager Send resume to available to $1,000,000 CSL pie responsibilities require versatil- program Initial priority will be medical professional liability,
Vermont Insurance Management Call or write us for further informa- Ity Reservingand pricing other casualty exposures and property There is a strong possibil-

P O. Box 306 lion and applications today experience important Financially ity that benefits will be added withm a year
Montpelier, Vermont, 05677

RRSC solid, this one-hundred-year-old Bachelor's degree and several years of property and casualty
HEALTH CLAIMS MANAGER reinsurer offers a career opponu-

P.0 Box 66967 experience required, as are good interpersonal and communi-
nity and benefits that are hard to

cation skills
Large midwest TPA specializing St Louis, MO 63166-6967 beat Send resume to Box 2281,
ill Self-Funded health benefits (314) 997-3660 Submit a resume and salary requirements toBusiness Insurance, 740 Rush
is seeking a person with 5 plus St., Chicago, IL 60611-2590 Terri M. Moffa

years experience in claims man-
SMALL PROPERTY AND President

agement Experience in manag-
ing anon-line department of 40 CASUALTY COMPANY ACCOUNT MANAGER Tower Associates, Ltd.

plus employees Completion of Baltimore Sales Office of Alexander & Alexander has an opening for someone 3401 Market Street, Suite 255 
If you are the owner of a small Philadelphia, PA 19104Industry Courses and knowl- to service a large book of directors/officers and fiduciary liability business and

edge of Qantell hardware helpful Property and Casualty com-
market new accounts Candidates must have a minimum of 5 yrs expenence

but not required Send resume pany that wishes to join a
preferably In an agency/brokerage environment Will consider qualified apph

and salary history to growing medium sized, pub- cants with co underwriting exp and knowledge of markets Exposure to
Box 2277 licly held company with excel- crime/surety a plus Good verbal and written communication skills essential

Business Insurance lent financial resources and Salary commensurate with experience We offer a full benefit package plus
740 Rush St reinsurance facilities, while excellent working conditions In a prime location All resumes kept in strictest FIRE PROTECTION

Chicago, IL 60611-2590 maintaining identity and loca- confidence Please respond in writing to
tion, reply in confidence to ENGINEER
Box 2258, Business Insur-

ance, 740 Rush St, Chicago, Alexander Personnel Department
A multi-national company headquartered m Los Angeles,

100 Light Street

BOND SALES
IL 60611 8Alexander is seeking a Fire Protection Engmeer for its In-house Risk

Baltimore, MD 21202
EOE M/F/H/V

Management department. The successful candidate will

SPECIALIST
have 8 to 10 years experience in the design or installa-
tion of fire protection systems or with loss prevention

One of Indiana's largest insurance inspections of hydrocarbon facilities, chemical plants or
agencies, Midwest Commerce Insur- large industrial plants
ance, presently has an opening for a INSURANCE
dynamic industry professional who ADMINISTRATOR

DIRECTOR RISK MANAGEMENT Qual,fied candidate will possess aBS degree in Eng,-
will specialize m the production of fi- neering and qualify for full membership in the Society
delity and surety bond sales Multi-billion dollar educational and

of Fire Protection Engineers. Fire Protection P.E
The highly motivated individual we health facilities corp m upstate VING" desirable Excellent communication skills are essential
select will possess the ability to pros- New York ts seeking expenenced
pect, follow through and close sales m

to relate fire protection recommendations to operating
Insurance Administrator to handle VIRGINIA BEACH GENERAL HOSPITAL

addition to being detail and number management

oriented Pnor expenence in the h. the purchasing and mon,tortng of Major health care provider has an immediate opening for an experienced
delity/surety bond field is preferred various property and casualty cov- Director of Risk Management Posit,on reports directly to executive Vice Occidental offers a competitive compensation and

We offer a highly competitive salary erages, claims mgmt, self-insur- President and is responsible for the entire functional area of proactive benefits package Please send your resume and salary

and an excellent benefit package For ance administration, actuanal re- corporate risk management to include analyms and Investigation prop- history to

prompt consideration, respond in
confidence with salag history to

view and contract insurance erty and casualty insurance programs and intergration of the RM func-
Candidates must have Bachelor's tions with hospitals/medical staff QA Position requires an undergraduate

Employee Relations
OCCIDENTAL PETROLEUM

Director of Personnel
degree, pref at least 8 yrs expen- degree Masters preferred and 3 years of nsk management/QA experi-

MIDWEST COMMERCE
Y CORPORATION

ence m property and casualty cov- ence in an acute care in-patient health care setting Competitive salary

BANKING CO. erage with a multi-line insurance and benefit package Send resume In confidence to
10889 Wilshire Boulevard

Los Angeles, CA 90024
co or demonstrated m-depth expe- VIRGINIA BEACH GENERAL HOSPITAL

A National Bank of Detroit Affiliate Equal Opportunity Employer

P.O. Box 1686
nence with a large broker Please Human Resource Department
submit resume to Box 2276, Bust- 1060 First Colonial Road EXCELLENCE

Elkhart, IN 46515 ness Insurance, 740 Rush St , Chi- Virginia Beach, VA 23454
IT'S A TRADITION AT OCCIDENTAL.

An Equal Opportunity Employer cago, IL 60611-2590 EEO/AA (808) 481-8277 EOE M/F



1* / ousiness Insu·ruitce, npiu w i, 110,

Worse, it can caus costly business Interruptions
But take heartl Ansul, the world's leading
manufacturer of fire protection systems has
developed ingenious, new, cost effective solutions
that you should know about

Write for our ne useful (and free) booklet
"Facts About Protecting Electronic Equipment
Against Fire

Ansul, Dept 1 D Marinette, WI 54143
or call (715) 735 11

An Aviation Insurance School

for Agents, Brokers, MGA's..
(EXCEPT FLORIDA)

Write aviation risks of all types with confidence upon
completion of this 3 day concentrated study course.

Subjects Covered Sales, Marketing, Companies - Aviation
Terms - Policy Analysis and Coverages - Claims - and more.

Instructor 45 years Property Casualty Insurance and
Commercial Pilot - Last 20 years as owner of large agency,
writing aviation insurance exclusively.

When Next school dates June 25, 26 & 27, 1987.

attendance kept small for more personal attention.

Where on the beautiful beaches of the Gulf of Mexico.

The Aviation insurance School

3510 First Ave., N. Suite #229

St. Petersburg, FL 33713
Phone (813) 321-3577
PLEASE SEND FURTHER DETAILS:

Name

Company

Address

City

Phone

State Zip

'Whether the antitrust suit wins or not, it reflects a
uniform disenchantment of the plaintiffs' bar with

Wellington. On a gut level, I'm with them
completely,' says plaintiffs' attorney Robert R.

Hatten of Patten, Wornom & Watkins.

Asbestos claims facility
Continued from page 1

"We believe it applies to the major producers," said
Mr. Inselbuch with the New York firm of Caplin &
Drysdale. "We believe that overall it is true."

Mr. Inselbuch said :hat the plaintiffs are not seeking
emergency measures from the court in its lawsuit.

"It's too important an issue to try t6 create an artifi-
cial crisis in the courthouse," he said. "It requires
careful analysis and appropriate resolution by the
courts."

Mr. Inselbuch, who also represents the committee of
asbestos litigants in the Manville Corp. reorganization
proceedings, added that he was asked by plaintiffs' at-
torneys to begin considering a lawsuit against the fa-
cility last summer.

Mr. Baron noted that the suit is being financed by a
large number of plaintiffs' attorneys who did not want
to bring suit in their own names and risk retaliation
from Wellington in settling claims.

There is case

law in the circuit I

where the suit is

filed that sup-
ports the plain-
tiffs' suit, Mr.
Baron claimed.

"There are cases

exactly on
point."

The suit is filed

in the same fed-

eral district court where last December a judge raised
several potential antitrust problems with the Welling-
ton facility.

Other plaintiffs' attorneys contacted said they sup-
port the thrust of the lawsuit.

"Whether the antitrust suit wins or not, it reflects a
uniform disenchantment of the plaintiffs' bar with
Wellington," said Robert R. Hatten with the Newport
News, Va., firm of Patten, Wornom & Watkins. "On a
gut level, I'm with them completely."

Mr. Hatten said that while Wellington has made it
administratively easier to settle asbestos cases, "I'm
settling exactly the same number of cases as I always
did."

Another plaintiffs' attorney who asked not to be
identified said he also supports the lawsuit. "It (Wel-
lington) is a modern-day Trojan horse," he said.

But a facility official last week said the suit was
"without merit" and that the facility plans to "vi-
gorously contest" the complaint.

"Unfortunately, the complaint reflects a complete
lack of understanding by the plaintiffs' attorneys
about the purpose of the facility and its significant
accomplishments to date," Lawrence Fitzpatrick, vp-
law for the Wellington facility, said in a prepared
statement.

Mr. Fitzpatrick said that the complaint ignores the
fact that since the facility was established it has re-
solved more than 7,500 asbestos-related injury claims.
The figure represents more than 25% of all claims
pending when the facility was established and far ex-
ceeds the disposition rate in any prior 19-month period
of asbestos litigation, he contended.

"By calling for a dissolution of the facility, the
plaintiffs' attorneys are, in effect, advocating a return
to the former state of chaos that existed prior to the
creation of the facility," Mr. Fitzpatrick asserted.

"This would once again ensure that over 61% of all
dollars spent on closed asbestos claims would go for
expenses such as attorneys' fees, rather than to 'indi-
viduals actually suffering from asbestos-related in-
juries," he said.

"It's pathetic," fumed one facility member who
asked not to be identified. "The plaintiffs' bar is
starting to squeal. It's beneath contempt. It's just ha-
rassment."

The much-heralded Asbestos Claims Facility was
created to help resolve the massive asbestos litiga-
tion problem. In June 1985, 50 insurers and policy-
holders involved in asbestos litigation signed the Wel-
lington Agreement, which was named for former Yale
Law School Dean Harry H. Wellington, who chaired
the negotiations that resulted in the historic agree-
ment.

The expressed hope of facility members was to re-
solve more fairly and efficiently the already huge
backlog of asbestos lawsuits and the hundreds of new
lawsuits filed each month.

Some proponents of the facility hoped it would be a
model for settlement of other massive litigation in-
volving toxic substances.

Throughout the facility's history, however, many
plaintiffs' attorneys have criticized it, contending that
the facility was set up primarily to reduce defendants'
costs and to encourage litigation rather than settle-
rnents.

Among the allegations in the 45-page complaint are
that the facility and its members have:

• Eliminated competition among themselves in the
handling and disposition of asbestos health claims and
marshaled their combined resources against the claim-
ants.

• Made the prosecution of asbestos health claims
more cumbersome. time-consuming and expensive for
the injured.

• Used their combined economic power to blunt and
resist normal settlement incentives and significantly

reduced the number of cases resolved annually by
rnernbers.

• Produced a set of alternative dispute resolution
procedures so "skewed and irrational that they can
only be described as a sham."

The facility recently authorized the establishment of
alternative dispute resolution procedures geared to-
ward resolving claims outside of the courts (BI, March
23).

In their lawsuit, the plaintiffs seek to characterize
the Wellington facility's settlement and defense of as-
bestos claims as anti-competitive and in violation of
antitrust laws.

The suit contends that the settlement and defense of

asbestos claims have a substantial impact on interstate
commerce and itself constitutes a distinct line of com-
Inerce.

Prior to the establishment of the facility, each as-
bestos producer or its insurer independently pro-
cessed, evaluated, negotiated and settled or defended
asbestos claims, which gave rise to a settlement pro-

cess based on in-

dividual eco-

nomic

self-interest and

competition
among various
defendants, the

lawsuit says.
However,

''having com-
bined in the Wel-

lington facility,
members no longer address the claims against them on
an individual basis."

The plaintiffs allege that by its settlement and de-
fense practices, the facility has conspired to unreason-
ably restrain trade while engaging in price fixing and a
boycott in violation of Section 1 of the Sherman Anti-
trust Act.

In addition, they allege that the facility has monopo-
lized, attempted to monopolize and conspired to mo-
nopolize the settlement and defense of asbestos claims,
in violation of Section 2 of the Sherman Act.

The suit also contends that the facility has engaged
in unfair competition and a civil conspiracy.

The suit alleges that among the ways in which the
facility has violated these sections are by:

• Eliminating competition among facility members
and between members and non-facility members in the
processing, evaluation, settlement and defense of as-
bestos clairns.

• Reducing facility members' claim costs while sub-
jecting asbestos claimants to higher costs and proce-
dural obstacles frustrating the "just, equitable and
speedy" disposition of claims.

• Imposing arbitrary limits on amounts paid in set-
tlement of asbestos claims and forcing asbestos claim-
ants to receive less compensation than if the facility
members acted individually.

• Prohibiting the facility from negotiating settle-
ments that reflect claims against members for puni-
tive damages, and not settling claims when a claimant
does not have an actual physical impairment or dys-
function at the time the claim is brought.

• Creating a "sham" ADR program calculated to
obstruct, hinder and delay the settlement of asbestos-
related health claims.

• Providing for the waiver by members of all insur-
ance coverage and certain indemnity and contribution
claims against each other.

• Making the facility the sole agent to evaluate, set-
tle, pay or defend all asbestos health claims; refusing
to negotiate or settle asbestos health claims indivi-
dually; and prohibiting the settlement of any claim on
behalf of fewer than all of its members.

Individuals associated with the formation of Wel-

lington said last week that the group had received ad-
vice on antitrust concerns when the agreement was
created.

According to Mr. Wellington, now Sterling professor
of law at Yale, the insurer group of members had hired
counsel to advise them on such antitrust matters.

Although he was uncertain whether producers had
outside antitrust counsel, he noted that producer at-
torneys generally were associated with large law firms
that had antitrust departments. "I would be surprised
if they were not consulted on the antitrust implica-
tions of the settlement agreement," he said.

"From insurers' point of view, we had advice on that
issue early on," said John F. Shea Jr., vp and claim
counsel for Aetna Life & Casualty Co., who was a
major negotiator of the facility for the insurers. Mr.
Shea declined to comment on the suit noting he had
not seen a copy of the complaint.

Law professors contacted said that the lawsuit
raised unique issues.

"I think it is kind of unique," said Harlan M. Blake,
a Columbia Law School professor who teaches anti-
trust law.

"It seems to be highly unusual and raises questions
of whether there is an antitrust injury here."

The suit is the second antitrust action filed against
the facility. In October 1985, plaintiffs' attorney Ro-
bert E. Sweeney filed a lawsuit in U.S. District Court
for the Northern District of Ohio.

Mr. Sweeney named himself as the plaintiff and
charged the facility with violating federal antitrust,
racketeering and monopoly laws (BI, Oct. 28, 1985).
That case is still pending. •



Facilities in Vermont, Bermuda update

to write malpractice coverage General Dynamics loses fight
By ROGER SCOTTON cobson, president of the Massachu- nodes-the reasons why doctors Cont;nued from page 2

setts Psychiatrists Assn , lawyers are sued time and again," Mr and if the amount can be calculated with reasonable accuracy
HAMILTON, Bermuda-A group Howard MacAyeal and Thomas Chayet explained "Medical ex- The malority opinion written by Justice Thurgood Marshall

including several attorneys is in- Reardon, and statistician Bernard perts of national prominence are states that the last event necessary to fix General Dynamics' li-
vesting more than half-million Wess designing risk reduction standards ability was the filing of medical care claims from employees Jus-dollars to form new medical mal- The founders will retain a 60% designed to target those risk nodes tice Marshall noted that some employees who received medical care
practice insurance famhtles in stake in the Bermuda holding com- and reduce or eliminate risk " might not have filed claims eligible for reimbursement
Vermont and Bermuda pany with the remaining shares "Additionally, we are setting up General Dynamics began self-insuring medical claims in 1972

A six-man team-led by lawyer held by venture capital investment a proprietary risk management In 1977, the company deducted several million dollars for its
Neil Chayet of the Boston firm groups system which will interact with the liability for some medical benefits not yet claimed by employees
Gaston, Snow & Ely Bartlett-is Mr Chayet said that investment physician and the hospital risk In the dissenting opinion, Justice Sandra O'Connor said the
setting up a Vermont-based risk bankers Tucker, Anthony &RL management system to encourage amount to be deducted was reasonably certain and that the maJor-
retention group and a Bermuda- Day Inc in Boston, a unit of John claim prevention and provide an ity opinion's apphcation of the all-events test was "mechanistic
based reinsurance company for Hancock Mutual Life Insurance appropriate response to inappro- and wholly unrealistic "
doctors

Co, will seek equity participation priate patterns or practice An Congress changed the tax law in 1984 so that no deductions
The risk retention group, Physic- from well-respected venture capi- early warning system of reportable are permissible until claims are paid

ians Alliance Mutual, will retain tal groups events will allow the company to
5% of the business and cede the The six men have been working intervene quickly in order to limit Aetna responds to tort reformrest to Grand Alliance Insurance on plans for Grand Alliance for 15 its risk exposure," he added
Ltd, which is being incorporated months and have entered into a Physicians who purchase cover- ATLANTA-Hartford, Conn -based Aetna Life & Casualty Coin Bermuda seven-year consulting and market- age from PAM will be eligible for will expand its business and possibly reduce commercial bodily

Grand Alliance Group Ltd, the ing agreement with Alexander & policyholder dividends if a favor- injury liability Insurance rates ln Georgia because of "significant
Bermuda holding company, will be Alexander Services Inc of New able loss experience is established, tort reform measures" enacted in that state earlier this month, the
capitalized at $20 million, of which York, which has about 800 hospital Mr Chayet said But, he noted that insurer says in a letter to Georgia Insurance Commissioner Warren
$10 million will be paid up and the clients, Mr Chayet said premiums will be heavily loaded D Evans (BI, April 20, March 2)
rest available in interest-bearing He predicts that about 3,000 for the first three years In the letter, Robert J Clark, president of Aetna's commercial
callable funds doctors in the initial target states The Grand Alliance's risk man- insurance division, and Dean E Wolcott, president of the personal

Mr Chayet, the group's 47-year- of Massachusetts and Michigan agement program is based on a financial security division, cited provisions in the Georgia tort
old chairman and a medical mal- will join the risk retention group management information system reform law that limit Joint and several liability, permit the intro-
practice specialist, said PAM filed during its first year of operation, being designed by Mr McElfresh duction of collateral sources 1ntO evidence, limit punitive damages
for its Vermont license at the end generating an estimated premium The management infoimation and permit judicial modification of jury awards as "especially posi-
of March and plans to begin issu- Income of $50 million Alexander system will organize and track tive steps in balancing the civil Justice system and in encouraging
ing policies July 1 & Alexander predicts that more large amounts of data which will liability insurance availability and affordability "

PAM will offer medical malprac- than 50,000 doctors will purchase provide the heart of the Grand Al- Aetna plans to expand its commercial writings initially 'in lines
tice insurance on a claims-made coverage through Grand Alliance liance program," according to Mr of business we already write in Georgia-specialty contractors and
basis, with limits of up to $1 mil- by 1992, by which time marketing Chayet small businesses," said an Aetna spokesman -We may expand into
lion per event and a $3 million an- will be under way on a national The group has entered final ne- other areas when we look at how the law works over time "
nual aggregate, he said scale gotiations with a candidate for the "We believe this legislation will reduce Aetna's (commercial)

In addition, Grand Alliance Risk But, Mr Chayet stressed that not position of chief executive officer, bodily injury liability loss costs in the range of 4% to 6%," with a
Management is being set up in all doctors will be allowed access but Mr Chayet refused to name the lesser reduction on package policies, the Aetna executives said
Boston to operate a risk manage- to the Grand Alliance program individual "Savings addressed above will be recognized in the pricing of our
ment program for members of the "Coverage will be offered only to "All I can tell you is that he will products "

group and Grand Alliance Man- physicians who practice within the be someone extremely well known
agement Information Systems is environment of a managed group in the industry," he said Florida mulls malpractice poolbeing set up in Bermuda to develop setting which has a risk manage- Mr Chayet said he was due in
and maintain the company's com- ment and quality assurance func- London around the end of the TALLAHASSEE, Fla -The Florida Insurance Department is
puter data base and software sys- tion, such as a hospital's medical month to negotiate clash coverage asking the Legislature to create a mandatory pool to write medical
tenns staff," he said for the group with Lloyd's of Lon- malpractice coverage for all Florida hospitals and doctors

The six men who founded the "There will be a comprehensive don underwriters The House Insurance Committee is expected to review the pro-
group have invested about underwriting screen designed to The Boston-based lawyer is a posal this week The pool iS needed due to existing rate increases
$600,000 in the new venture They identify and exclude from the pro- member of the Harvard Medical and those expected, said Insurance Commissioner Bill Gunter
are Mr Chayet, David MeElfresh, gram the unduly high-risk practi- School faculty and the Tufts Uni- The proposed pool, the Florida Hospital & Physician Liability
a former vp of computer software tioner We have reviewed thou- versity Schools of Medicine and Assn, would provide claims-made coverage to all practicing phys-
company Lotus Development Corp sands of malpractice cases and hosts a daily CBS radio program icians and the more than 200 hospitals in the state Hospitals would
in Cambridge, Mass, Dr Gary Ja- have elicited what we call risk called "Looking at the Law " • be required to cover their staff physicians for Incidents that occur

within their facilities, up to the limits required by the state's finan-

Broker revenues continue to rise cial responsibility law for physicians-$250,000 per event with an
annual aggregate of $750,000 The hospitals would be required to
purchase from the pool the minimum medical malpractice insur-
ance required by law per-claim limits of $10,000 per bed up to a

Three publicly held insurance
brokerages-Marsh & McLennan i finandal briefs U.S. Facilities maximum of $2 5 million

Participation ma pool-sponsored risk management program also
Cos Inc, Arthur J Gallagher & 1 - U S Facilities Corp , a Costa would be mandated
Co and Poe & Associates Inc - Mesa, Calif -based reinsurance If funds are not sufficient to satisfy the claims submitted in a
posted increased revenues in the the first quarter of 1986 holding company, reported 1986 calendar year, the pool would assess all members, based on the
first quarter The Tampa, Fla -based bro- revenues of $26 3 million, up 126% number of days of a member's participation during the year

New York-based Marsh & kerage's net income in the first from $11 7 million in 1985
MeLennan, the world's largest m- quarter climbed 05% to Just more Net premiums earned in 1986 Briefly notedsurance brokerage, reported a than $1 2 million from slightly less were $19 5 million compared with
26 1% gain in gross revenues for than $1 2 million in the first quar- $3 8 million in 1985 The U S Customs Service can require applicants for certain ]obs
the quarter to $560 million from ter of 1986 Likewise net income in 1986 in- to submit to drug tests, the 5th U S Circuit Court of Appeals in
$4442 million in the first quarter Poe's slow growth rate in the creased 164% to $2 million from New Orleans ruled, overturning a lower court's decision The
of 1986 M&M's net income for the first quarter of 1987 results from $763,000 in 1985 New York-based investment firm of Salomon Brothers Inc said it is
same period jumped 42 7% to $92 9 continuing adverse market condi- Net operating income in 1986 confident it can secure $1 5 billion in junior securities to help fi-
million from $65 1 million in the tions in Florida that followed en- was $1 5 million up from $971,000 nance the $4 5 billion bid by the United Airlines pilots for the
first quarter of 1986 actment of insurance and tort re- in 1985 airline California Gov George Deukmelian has the authority to

Revenues from M&M's invest- form measures last year (see story, "Our company is now well-posi- disband the California Division of Occupational Safety and
ment management operations page 1) tioned to take advantage of facul- Health, the state's workplace safety agency, in deference to regula-
soared 82% 1n the first quarter, tative property and casualty rein- tion by the federal Occupational Safety and Health Administration,
though the brokerage reported Fireman's Fund surance opportunities, as well as the San Francisco Superior Court has ruled The governor's pro-
growth in all of its operations continuing as a leader in the excess posal, a budget-cutting move, had been challenged in court by three

Rolling Meadows, Ill -based Fireman's Fund Corp reported group medical stop-loss market," professional associations, a labor union and Assemblyman Richard
Arthur J Gallagher reported a consolidated net income rose said George Kadonada, chairman E Floyd, D-Gardena, who sought a preliminary injunc-
9 2% increase in gross revenues for nearly 600% in the first quarter to and chief executive officer tion Shareholders of Chicago-based Combined International
the quarter to $31 6 million from $209 million from $30 million in Corp. approved a 2-for-1 stock split, effective May 12, and a corpo-
$28 9 million in the first quarter of the first quarter of 1986 Hanover Insurance rate name change to Aon Corp, during the annual stockholders
1986 Gallagher's first quarter net First-quarter 1987 earnings in- meeting April 23 The 2nd U S Circuit Court of Appeals has
income totaled $3 4 million, a 23% cluded $81 million in realized capi- Hanover Insurance Cos in affirmed a $180 million settlement of a class-action lawsuit reached
decrease from $4 5 million re- tal gains and $61 million from the Worcester, Mass , reported net nearly three years ago between seven chemical companies and
ported in the first quarter of 1986 implementation of new pension operating income, after tax, in Vietnam veterans exposed to the herbicide Agent Orange. The

Gallagher attributes this de- plan accounting standards 1986 of $68 0 million compared decision last Tuesday means that the veterans and their family
crease in earnings to the return of Operating earnings rose 123% in with $10 5 million in 1985 members claiming injury from Agent Orange are closer to receiving
competitive pricing in commercial the first quarter to $67 million Net income in 1986, Including payment from the settlement, which has grown to $220 mil-
lines business, accounts lost to al- from $30 million last year realized capital gains and extraor- lion Morley P Thompson, former president and chief executive
ternative markets, and the bro- Net property/casualty premiums dinary expense, was $97 0 million, officer of Baldwin-United Corp., last week settled charges he had
kerage's decision-due to the una- written increased 11 9% to $955 3 up from $23 3 million in 1985 violated anti-fraud and reporting provisions of the Securities Ex-
vailability of primary errors and million in the first quarter of 1987 The combined ratio in 1986 was change Act Mr Thompson agreed to a court order barring him
omissions coverage-to set up a re- from $854 million in last year's 101 8%, improved from 110 6% 1n from these securities violations in the future, although he neither
serve of $11 million to fund E&0 first quarter Fireman's Fund's 1985 admitted nor denied any of the allegations in the complaint Losseslosses property/casualty combined ratio The company reported that net in connection with Baldwin's single-premium deferred annuity

Poe & Associates' gross revenues improved to 107 7% in this year's premiums written in 1986 in- business helped push the financial services conglomerate into reor-
increased 3% in the first quarter to first quarter from 1117% in the creased 314%to$12 billion from ganization
$84 million from $82 million in first three months of 1986 $882 4 million in 1985
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Pollution ruling
Continued from page 2
Sept. 14, 1983, at a cost to Summit
of nearly $438,600.

Summit then sued Liberty Mu-
tual to recover the cleanup andre-
moval costs it had paid. It also
sought to recover attorneys' fees
and prejudgment interest.

The most unusual aspect of
Judge Sadofski's decision is the
portion that says the exclusion for
damages to property owned by the
policyholder was inapplicable be-
cause of a strong public policy to
remove hazardous wastes.

Judge Sadofski cited a state stat-
ute that declares discharges of haz-
ardous substances a threat to the
economy and environment in the
state and requires prompt contain-
ment and removal of the wastes.

" . . .The health, safety and wel-
fare of the people of this state must
outweigh the express provisions of
the insurance policy in issue,"
Judge Sadofski ruled.

"As a result, the exclusion clause
in this policy which pertains to ex-
cluding coverage where the dam-
age is to the policyholder's land
must be held inapplicable where
the danger to the environment is
extreme."

Judge Sadofski said the decision
involves weighing two competing
interests: the ever-increasing de-
mands on society's resources to
control and clean up existing toxic
waste sites and the need to inter-
pret insurance contracts by their
"plain meaning."

"This policy (of the state) must
control over the plain-meaning
doctrine in situations such as that
presented by this case because of
the nature of the case, the potential
damage which may result and the
cost which may be imposed upon a
landowner," he ruled.

Judge Sadofski also noted that
this case represented a unique situ-
ation involving a landowner that
innocently found itself possessing
a toxic waste problem because of
its acquisition of land. The land-
owner neither contributed to nor

intended that the waste problem
occur, but the hazardous sub-
stances required immediate re-
moval due to a present or potential
health hazard, he said.

"Insurance policies which ex-
clude coverage over damage to
property owned by the insured
should be held to cover situations

'The exclusion clause in this policy which pertains
to excluding coverage where the damage is

to the policyholder's land must be held
inapplicable where the danger to the environment

is extreme,' Judge Joseph Sadofski says.

where, through no fault of the
landowner, whether through notice
or act or both, toxic waste is found
to be present on his property and
he is ordered to remove it from the

property," he added.
In addition, Judge Sadofski

found that the pollution exclusion
clause did not bar coverage to
Summit.

The pollution exclusion clause
provides that insurance does not
apply to bodily injury or property
damage claims arising out of the
discharge of pollutants unless it is
"sudden and accidental."

Relying on New Jersey case law,
Judge Sadofski found that because
the discharge at the property was
not "expected or intended" by
Summit, it was "sudden and acci-
dental.

"It is clear that the pollution ex-
clusion clause in the policy issued
to Summit is inapplicable," Judge
Sadofski said. "The discovery on
the property was neither 'expected
or intended' by Summit. There-
fore. . .it was sudden and acciden-

tal within the exception to the pol-
lution exclusion clause."

Judge Sadofski also found that
even though Summit was aware
that the property was used for a
sewage treatment plant, that did
not mean that the pollution was
expected or intended.

"It is conceivable that the use of

the property as a sewage treatment
facility would reasonably have
made Summit aware that a residue
of natural waste continued to exist

on the property when Summit ac-
quired it," Judge Sadofski said.

"However, it is not conceivable
for Summit to have been aware of
the existence of the toxic waste

under the surface prior to its dis-
covery in 1983 when Summit began
excavations on the property in
preparation for improvements.

In addition, Judge Sadofski re-
jected Liberty Mutual's argument
that the "occurrence" triggering
coverage took place many years
before the policy was issued-at

Health care consultants
Continued from page 2
with Hansen.

"We saw the opportunity to continue the health care consulting practice
we were building at Hansen better at Coopers & Lybrand," explained Mr.
Rosmann.

Despite the loss of the consultants, Mercer-Meidinger-Hansen will re-
main strong in the health care consulting area, predicts Joseph Holtzer, an
executive vp in Mercer's health care consulting practice.

"We were sorry to see Messrs. Rosmann and Penn leave. But we
have always had an edge in this area and we still feel we have an
edge," he said.

Mercer-Meidinger had 150 health care consultants prior to the merger,
after which it gained 15 health specialists from Hansen, he said.

"Prior to the merger, we had 24 times the health care consulting
revenues that Hansen did," Mr. Holtzer said. About 5.2% of Hansen's
$52 million in consulting revenues was in the health and welfare benefits
area before the merger (BI, Dec. 22, 1986).

Coopers & Lybrand has more than 80 consultants that specialize
in health care, said Frank Raiti, chairman of the group practice in
the firm's Philadelphia office.

The firm has four divisions, he said. The auditing division and the
tax division represent the largest portion of Coopers & Lybrand's busi-
ness.

The other two divisions-management consulting services and actuar-
ial, benefits and compensation-ffer health care consulting to providers
and alternative delivery systems as well as to employers, Mr. Raiti ex-
plained.

The three new consultants specialized in alternative delivery sys-
tems consulting at Hansen and will help Coopers & Lybrand expand
its consulting practice in this area, Mr. Raiti said.

"By joining the knowledge we have of what those structuring these
systems want to achieve and what employers want in HMOs and PPOs, we
think there are some exciting possibilities in this area," he noted.

One of the major projects recently coordinated by Mr. Rosmann and the
health care consultants at Hansen was developing and maintaining a
health care data base for employer-members of the American Electronics
Assn. in Palo Alto, Calif. This data base is used by several employers to
negotiate preferred provider organization agreements (BI, July 14, 1986).

Mercer-Meidinger-Hansen will continue this project, Mr. Holtzer
pointed out.

the time the land was polluted with
the hazardous waste.

"This argument is squarely
against the general rule in New
jersey that personal injury or
property damage occurs when ac-
tual damage is manifest, regardless
of when the act which caused the

damage took place," Judge Sa-
dofski ruled.

Thus, the "occurrence" took
place in July 1983 when the toxic
waste was discovered and cleaned
up by Summit, he said.

Judge Sadofski also ruled that
Summit's expenses for cleaning up
the site were reasonable and neces-
sary and that there was no evi-
dence it tried to increase the costs
to recover a greater sum from Lib-
erty Mutual.

In addition, he awarded Summit
attorneys' fees of $37,000 and pre-
judgment interest of $120,600 from
July 1984, when the suit against
Liberty Mutual was filed, through
December 1986. I
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Annual reports "As we enter 1987, Sentry will be faced the return on equity is still less than needed sequences of proposed changes to the sys-
with a new set of unique challenges They We have recovered only partially from the tem "

Continued from page 3 are not nearly as glamorous, nor as measur- results of the serious price 1nadequacies of "Here's where insurers have a lot of work

"Things were pretty gloomy around here in able, as those just accomplished, but are the later 1970s and early 1980s to do At The St Paul Cos , we're improving
1984, and I told you about the many prob- vital if we are to provide Sentry with maxi- "We will respond vigorously to those who our data base so we can be a better resource
lems we had," recalls Robert J Haugh, mum protection from the insurance indus- criticize our profits, and we will rededicate to those examining the civil justice system
chairman of The St Paul Cos Inc, in his let- try's next downward cycle, which will start our efforts to achieve that required level of In their annual reports, insurers also de-
ter to St Paul's shareholders sometime in 1987," Mr Ballard says profitability so that future growth can be voted a space to sometimes lengthy explana-

4'Then, in the 1985 report, I state that we But, Maurice R Greenberg, president of financed through retained earnings," the tions of how the Tax Reform Act of 1986
had turned the corner and were profitable American International Group Inc , does not USF&G executives say They also vow to would hurt their future profits
once again," he continued, adding that the believe rampant competition will reappear "educate legislators and regulators on the For instance, Fireman's Fund says that
company "had a most successful 1986 " in the property/casualty industry absolute need of making a profit " over the long term, "the company believes

Continental Corp Chairman John P Ma- Mr Greenberg noted that last year, "some Many of the insurers are using their an- that the act will have an adverse impact on
scotte and President John H Bretherick Jr mdustry observers expected that competitive nual reports to impress upon shareholders Fireman's Fund's future results because lt
said in their company's annual report that pressures would soon reappear We believe, the need for tort reform will accelerate the payment of taxes as well
"in fact, it was a good year for the property/ however, that several conditions guard 4 4 Although a malority of states enacted as increase the amount of income sublect to
casualty industry overall Needed rate in- against a return to a destructive market- some type of tort reform in 1986, excessive tax "
creases, particularly for commercial liability place The industry's reserves remain inade- awards continued to be made to accident and In General Re Corp 's annual report,
coverages, have tipped the scales of many quate, significant amounts of uncollectible negligence victims as lawsuits overwhelmed Chairman Frank W Munson and President
company income statements and are lifting reinsurance exist and quality reinsurance is the courts," AIG's Mr Greenberg points out Ronald E Ferguson pointed out that in the
the industry from the depths of the under- stlll scarce "To date, the reforms also fail to bring a re- "long term, the Tax Reform Act will likely
writing cycle " "Also, low interest rates have reduced in- turn to an equitable, fault-based civil justice increase the corporation's tax payments "

But, despite the earnings accomplishments vestment yields, forcing a greater emphasis system "We can and will deal with the increased
in the past two years, the times-and the on underwriting income In addition, the "The debate on tort reform will continue," tax burden," Messrs Munson and Ferguson
property/casualty underwriting cycle-could new tax law, by depressing the Industry's he adds "We believe the pendulum will ulti- add However, "to do so we may have to re-
again be a-changin' soon, according to in- aftertax earnings, will require insurers to mately swing toward a more rational solu- design some of our products, change some of
surer's annual reports maintain pricing discipline tion " our pricing methods and continue to re-eval-

For instance, some insurers point out that Other insurers point out that, no matter The three Chubb Corp executives in their uate our investment strategy from time to
rates in at least some property/casualty lines what the market environment, they will not letter to shareholders say "Nor do we intend time "
have reached "adequate" levels repeat the practices that fostered record ln- to lose sight of the long-term social needs USF&G's Mr Moseley and Mr Scheel say

In USF&G Corp 's 1986 annual report, surer losses earlier this decade for change in the civil justice system We ex- that the new tax law could help-as well as
Chairman and President Jack Moseley and Bradford W Mitchell, chairman and presi- pect to see a steady growth of underlying hurt-the industry
Paul J Scheel, president of United States Fi- dent of Harleysville Group Inc,, says in his public dissatisfaction with our civil justice "On one hand, the effect of the legislation
delity & Guaranty Co, observed "We have company's inaugural annual report, "while system, the intolerable costs of operating it is negative, because it will drain the industry
achieved price adequacy in commercial recognizing the competitive nature of our and its erratic behavior in compensating in- Of much-needed capital to support contin-
property insurance In commercial automo- business, Harleysville Group will not jeopar- jured persons and determining what con- ued growth," they explain "On the other
bile and general liability, we reached the dize profitability for premium volume The duet is to be deterred hand, lt might have a positive influence on
point in 1986 where the difference between price of our policies will reflect the quality "We do not intend to diminish our own future pricing decisions because, to achieve
adequate prices and marketplace prices is of our products and our overall costs " search for ways of reducing the transaction the same aftertax results, companies will
now manageable " Yet, even with record profits and the pros- costs of the civil justice system as it is-as an have to write business at a lower combined

As rates approach adequacy, can rate pect that competition may soon return to the insurer we must cope with them-nor will we ratio than they would have written prior to
competition be far down the road, property/casualty industry, insurers are also lessen support of those who seek politically tax reform

Fireman's Fund Corp 's annual report, in quick to point out that the industry's recov- acceptable reform of the system itself," the However, Kemper Corp says in its annual
discussing operations, notes that "1987 will ery is not yet complete And, just as industry Chubb officers say report that -while it is difficult at this time
be a year of transition into a more competl- spokesmen told a House subcommittee last And, Harleysville's Mr Mitchell notes "To to predict the precise impact of the act, the
tive commercial insurance environment " week (see story, page 3), insurer annual re- ensure more equitable ludgments and costs, company does not presently anticipate the

A letter to shareholders from Chubb ports point out that the property/casualty we will continue to actively support reform act will have a matenal effect on its opera-
Corp 's top three officers-Chairman Henry industry's return does not match that of of the civil Justice system We believe such tion and financial results " .

U Harder, Vice Chairman Percy Chubb III other industries reform will result not only in greater avail-
and President Dean R O'Hare-warns that "While the insurance industry reported ability of insurance products, but also more -1
insurers must maintain a sense of vigilance generally improved results in 1986, its return predictability in their cost " British Issues

1 Week"When times are looking better for our on equity remains very low when compared However, in a long section in his letter to
April 21 Price PIE ON. Vicki High-Lov,property and casualty group, we do not, and with other industry's," AIG's Mr Greenberg St Paul shareholders, Mr Haugh observes Companms per pence % pencepenesmust not, regard them as easy times Main- says that "insurers should neither promote nor Commt Union 309 154 183 58 313-309

taining a style of confident warn*ss, prob- "Property/casualty stock insurance com- stand in the way of changes in the civil Geni Accident 923 153 394 4.1 933-925

ing and productive, lS In order," the three panies since 1982 have reported an average Justice system But there are other appropri- (*Royst Exch 873 13.7 465 53  883-873
Chubb executives write yearly return on equity of roughly 4 2% This ate, productive contributions they can Royal 873 83 43.7 49 901473

"It would be naive not to expect imbalance compares poorly with an average 12 4% re- make " Sin #181,„rk 843 13.1 30.3 3.8 843-820

to return and, flush with capacity, markets turn on equity for Standard & Poor's 400 In- Mr Haugh goes on to explain that insurers
Brokersto become more competitive Our real dustrials," Mr Greenberg says can

. CEHearn 489 140 345 68 490-477challenge is to maintain the discipline we We can expect to see criticism throughout 0 Help prevent "the things that cause in-
Hogg Robinson 385 14 3 162 4 1 386-382have restored during the tight market in the the next year from some who observe our ]Uries, death and property loss" by using JHIIAK 268 119 120 43 269-268

increasingly competitive one that will de- increasing operating income," say Messrs their loss control expertise SedgGrp 290 132 169 57 295-290

velop," Chubb points out later in its an- Moseley and Scheel of USF&G "While we • Reduce "friction" costs in the civil Jus- S#NWrightson 428 153 18.3 42 431-427
nual report expect that profits W111 increase over the tice system by promoting ways "to reduce Willis Faber 393 151 15.1 37 398-368

Larry C Ballard, chairman and chief exec- next two years, a large percentage gain in the expense of delivering the system's bene- Source Philip Oisen/Alan Clifton, Insurance Industry

utive officer of Sentry Insurance, also sees earnings by the property/casualty industry fits " Specialists Kitcal & Aitken Stockbrokers,
Londonchallenging times ahead beginning in early 1986 masks the fact that 0 Objectively evaluate "the possible con-

. Bl Insurance Index
«

»

Bl Industry Stock Report April 23,1987 4/17/87 thru 4/23/87 500

525 /-
520

Brokers Price % Chg P/E $ Div 96 Yld High Low Vol (000) Price % Chg P/E $ Div % Vid High Low Vol (000) *0
Falrmont Flnl Inc AMEX 18.13 -2.0 12 5 0.00 0.0 1863 1813 79.2 SOS

04 Alexander & Alexander Svcs NYSE 27.00 -4 0 26.0 1.00 3.7 27.75 27.00 412.0
Flreman Fd Corp NYSE 35.63 2.5 12.2 0 40 1.1 35.75 35.00 863.5 SOO

Baldwin & Lyons Inc OTC 21.00 -8.7 91 0.20 1.0 25.00 21.00 3.6
Fremont Gen Corp OTC 1738 -2.1 0.0 0.48 2.8 17.SO 17.25 117.8Corroon & Black Corp NYSE 29 25 -4.1 13.0 0.84 2-9 30.63 29.25 262.3 495
Great West life Assurn Co OTC 700.00 0.0 14.4 18.00 2.6 0 00 0.00 0.0Gallagher Arthur J & Co OTC 20.50 -8.9 15.8 0.40 2.0 21.50 20.50* 71.5
Home Group Inc AMEX 2013 32 7.0 020 1.0 20 SO 20.00 172.4 ' JOG

Hall Frank 8 & Co Inc NYSE 13.00 0.0 0.0 0.00 0.0 13.13 12.88 76.6 Hanover Ins Co OTC 65.00 -0 8 9.8 0.72 1.1 66.00 65.00 60.9 485

Marsh & Melennan Cos Inc NYSE 61 63 -3.7 16.8 1 90 3.1 64.SO 61.63 990.2 Harleysvllle Group Inc OTC 1788 0.7 58 0.40 2.2 17.88 17.63 23.2 400
Poe & Assoc Inc OTC 13.25 0.0 16.8 0.40 3.0 13.25 13.25 11.8

Hartford Steam Boiler Insptn OTC 64.00 -1.5 15 0 2.00 3.1 65.75 64.00 152.9 ...
.....

Kans City Life Ins OTC 27.25 -0.9 105 0.96 35 27.50 27.25 48.4AGENTS/BROKERS AVERAGE 15 2 2.1 Kemper Corp OTC 31.00 0.0 12.4 0.60 1.9 31.00 30.25 549.8 170

Liberty Corp S C NYSE 38.38 -1.3 13 5 0.72 1.9 39.00 38.38 7.5 465Conglomerates & Holding Cos. 4 *'
Llncoln Natl Oorp Ind NYSE 47.38 0.5 10.4 2.16 4.6 47.88 46.88 588.3 lcO

Anderson Clayton(Ranger/PanAn) NYSE 65.63 0.0 18.8 0.00 0.0 0.00 0.00 0.0 Mtsslon Ins Group Inc PAC 2 00 0.0 0.0 0.00 0.0 4.38 0.69 5.6 455 li
Armco Inc NYSE 10 00 -3.6 0.0 0.00 0.0 10.13 9.88 942.0 Monumental Corp OTC 55.63 0.0 18 8 0.00 0.0 55.63 55.63 1.1 S=
Berkley W R Corp OTC 27.75 -4.3 11 6 0.24 0.9 28.00 27.75 927,0 Nac Re Corp OTC 26.00 -1.0 40.0 0.00 0.0 26.00 25.75 37.5 450

Berkshire Hathaway Inc Del OTC 3400.00 0.3 232.6 0.00 0.0 3440.00 3400.00 0.4 Nobel Ins Ltd OTC 13.75 -3.5 10.3 0.37 2.7 14.25 13.75 379.0 '04%&,#24'42#09
CIGNA Oorp NYSE 59.00 -1.3 9.3 2.80 4.7 60.00 58.63 1.006.3

Northwestern Natl Llfe Ins OTC 24.88 -1.0 7.5 0.96 3.9 25.13 24.88 376.7

CNA Flnl Corp (CNA) NYSE SO.25 -0.7 12.5 0.00 0.0 54.63 50.25 275.1 Ohlo Cas Corp OTC 39.25 -4.8 13.0 1.68 4.3 40.75 38.500 473.5

General Re Corp NYSE 54.88 -2.0 20.0 1.00 1.8 56.00 54.88 1.333 3 Old Rep Intl Oorp OTC 25.25 3.6 10.6 0.80 3.2 25.75 24.38 241.2

ITT (Hartford Group) NYSE 55.50 -2.2 15.7 1.00 1.8 57.88 55 SO 3.421.2 Orton Cap Corp NYSE 24.00 1 1 0.0 0.76 3 2 24.00 23.50 60,4 The Business /nsurance stock index continued
Sears Roebuck & Co. (Allstate) NYSE 53 25 2.7 13.8 2.00 3.8 53.38 51.38 6.132.0 Protective Corp OTC 15.75 1.6 10.2 0.70 4.4 15.75 15 50 99.9

to decline last week, closing at 474.9 on AprilTransamerica Corp (Occidental) NYSE 33.38 -2 2 7.5 1 76 5.3 34 25 33.38 1,172.1
.......... Provldent Life & Acc Ins Co OTC 20.88 -9.2 9.7 0.84 4.0 21.75 20 88* 238.1 23, down 7.1 points from 482.1 on April 16. AOONGLOMERATES/HOLDING COS AVERAGE 83.6 0.2 St Paul Cos Inc OTC 42.25 -1.2 12 2 1.76 4.2 43.25 42.25 605.5

SAFECO Corp OTC 49.75 -3.4 10.3 1.70 3.4 51.75 49.25 782.6 total of 40 stocks posted losses, 13 advanced
Scor U S Corp OTC 13.75 0 0 21.8 0.00 0.0 13.75 13.63 61.3 and 10 remained unchanged. The largest de-Insurers Selbels Bruce Group Inc OTC 15.75 2.4 0.0 0.80 5.1 16.25 15.75 119.5

ctines were posted by: Provident Life & Acci-Petna L lfe & Cas Co NYSE 56 88 -3.0 9 2 2.76 4 9 58 25 56.38 2,207.9 Selective Ins Group Inc OTC 23.75 -1.0 10.9 0.92 3.9 24.25 23.75 77.9
dent Insurance Co., down 9.296; Arthur J. Gal-American General Corp NYSE 37 00 -2.0 10.3 1.25 3.4 38.00 37.00 1.407.6 Statesman Group Inc OTC 5.00 2.6 5.7 0.05 1.0 5.00 5.00 206.6

Amern Heritage life Invt Co NYSE 42.50 0 0 14.7 1.32 3.1 42.63 42.50 2.6 Toklo Martne & Flre Ins Co OTC 98.13 0.0 110.3 0 17 0.2 98.13 98.13 19 1 lagher & Co., down 8.9%; Baldwin & LyonsAmerican Indty Flnl 00/p OTC 1650 1.5 00 1.12 6.8 17.00 16.50 8.3 Torchmark Corp NYSE 28.88 0.9 10.3 1.20 4.2 29.00 28.63 356.8
American Intl Group Inc NYSE 65.25 -2 2 16.2 0 25 0.4 69.50 65 25 1.473.6 Travelers Corp NYSE 45.13 -1.6 10.1 2.28 5.1 46.00 45.00 3.331.6 Inc., down 8.796; Unum Corp., down 7.096; and

Washington National Corp., down 6.4%. Lead-Aneco Relns Ltd OTC 288 -4.2 115 0.00 0.0 3.00 2.88 13.3 Trenwick Group Inc OTC 14.50 -3.3 37.2 0.00 0.0 15.00 14.500 63 1
Avemco Oorp NYSE 42.13 -1.2 15.3 0.50 1.2 43.13 42.13 16 5 United Flre & Cas Co OTC 27.00 -0.9 10.4 0.80 3.0 27.25 27.00 6.2 ing gainers were: Durham Corp., up 5.596; OldBusiness Mens Assurn Co Amer OTC 26 75 -0.9 0.0 1.10 4.1 27.25 26.75 16.1 United States Fld & Gty Co NYSE 38.13 -2.9 10.6 2.48 6.5 40.00 38.13 1.076.8

Republic International Corp., up 3.6%; HomeChubb Corp NYSE 55.38 -2.4 9 8 1.68 3.0 56.SO 55.38 646.9 Unum Corp NYSE 21.75 -7.0 8.7 0.40 1.8 23.50 21.75* 535.2
Domblned Intl Gorp NYSE 49.25 -0 5 8.9 2 40 4.9 50.25 49.00* 289.2 Usllfe Corp NYSE 38.75 -2.2 9.9 1.20 3.1 40.63 38.75 410.5 Group Inc., up 3.296; Statesman Group Inc., up
Continental Corp NYSE 44.38 -2.7 12.3 2 60 5.9 46.00 44.38 514.8 Washington Natl Corp NYSE 23.88 -6.4 11.3 1.08 4.5 25,63 13.88• 191.6 2.6%; and Fireman's Fund Corp., up 2.5%. The
Crown Life Ins Co OTC 310.00 0.0 10.7 6 40 2.1 310.00 310.00 0.4 Zenith Natl Ins Corp OTC 20.75 0.0 15.8 0.80 3.9 21.00 20.75 141.9 index declined 1.5%, while the Dow Jones in-Durham Oorp OTC 48.25 5 5 16.2 136 2.8 48.25 45.25 13.8 .... .....

Farmers Group Inc OTC 4275 1.2 138 1.20 28 42.75 42.75 578.3 INSURANCE 00)PANIES AVERAGE 12.5 2.6 dustrial average rose just 0.2% and and the
New York Stock Exchange composite fell 0.296.
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The Hartford gives you
on-the-spot response to claims
through hundreds of offices

around the country.
It hits home every time you file a business claim:

insurance is not an abstraction. It's an obligation to pay
for covered accidents and disasters, and to take every
appropriate step to lessen the human and financial
impact of those losses.

At The Hartford, we take that obligation very seriously.
Unlike many insurance companies, we handle our
own claims through our own offices around the country.
Of nearly a million and a half claims handled during a

recent year, we settled 99.9% without
a written complaint.

Responsive claims service is one
more reason independent agents and
their business customers Id

, g turn to us, year after year. EF 
A4<%, They get our best, and so will you.

THE HARTFORD That's what makes the difference.
The Insurance People ofITT The Hartford difference.

When you need us most, we're at our best.
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