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Update-
Film Recovery, executives

face retrial in worker's death

SPRINGFIELD, Ill.-Film Recovery
Systems Inc., a sister company and three
former executives will be retried for the

1983 job-related death of an employee
after the Illinois Supreme Court last
week refused to review a lower court

ruling overturning criminal convictions
in the case.

The former executives of now-defunct

Elk Grove Village, Ill.-based Film Re-
covery and sister company Metallic
Marketing Systems Inc. had been con-

Continued on next page

Walbrook questions continue
Effo rts under way to build Expired cove rage replaced;
stronger U.S. casualty slip other policyholders cautious

By CAROLYN ALDRED By LINDA J. COLLINS
and STACY SHAPIRO

LONDON-Policyholders will have to wait
until after April 15 for any announcement
concerning the future of Walbrook Insurance
Co. Ltd. and the H.S. Weavers (Under-

writing) Agencies Ltd. liability line slip, ac-
cording to the chief executive of Walbrook's
and Weavers' parent company.

"There are all sorts of things going on here
to try to get the group back going again and
there won't be anything to say until just
after Easter," Peter Wilson. chief executive
of London United Investments P. L.C., said

Friday.
At the same time, the owner of Anglo

American Insurance Co. Ltd; which writes

45% of the Weavers slip, confirmed it was
negotiating with Zurich Insurance Group to

replace Walbrook's capacity.
John Head, chairman of Head Insurance

Investors (Bermuda) Ltd., Anglo American's
owner, denied late on Friday reports in the
London market that the Zurich negotiations
had fallen €hrough.

Dennis White, chief executive officer of
Zurich Insurance U.K. Ltd. in Portsmouth,

denied knowledge of negotiations. Peter
Sale, general manager of Zurich Re (U.K.)
Ltd., was unavailable fop comment.

Any new dnsurers that may be added to the

Weavers slip are "going to be looked at very
carefully,': noted one broker. "High capitali-
zation and long-term commitment will be

Continued on Nage 29

High court to hear
case that contests

punitive damages
By STACY ADLER

WASHINGTON-The U.S. Supreme Court could rule on the con-
stitutionality of excessive punitive damage awards in 9 case it has
agreed to hear.

The high court last week agreed to review a case in which a jury
hit Newport Beach, Calif.-based Pacific Mutual Life Insurance Co.
with $1.1 million in compensatory and pun itive damages. In the
case, a company agent committed fraud, resulting in the cancella-
tion of a municipality's group health insurance policy even though

Supreme Court ruling increases employers' liability. Page 3

the city paid its premiums, court papers say.
But, some attorneys question whether this case is the best one

for the high court to review in deciding the constitutionality of ex-
cessive punitive damages, because the jury in the underlying case
did not specify how much of the awaid was punitive damages.

The Pacific Mutual case also raises several other issues involving

punitive damages of great importance to corporate America, and
the court could rule on those while not ruling on the constitutional-
ity of excessive punitive damage.

In its appeal to the Supreme Court, Pacific Mutual questions
whether:

• Excessive punitive damage awards violate a defendant's right
to due process under the 14th Amendment of the Constitution.

• Allowing juries to award punitive damages at their discretion
violates due process.

• A company can be held liable for punitive damages for em-
ployee actions not sanctioned by the company

Continued on page 4

President Bush asks business

to help lead fight against AIDS
Page 2

U.S. policyholders of the H.S. Weavers
(Underwriting) Agencies Ltd. casualty line
slip whose coverage renewed on April 1 are
having little trouble replacing excess liabil-
ity coverage, brokers report.

But, few Weavers policyholders whose cov-
erage renews at a later date have decided to
shift their coverage now to other markets,
brokers add. That is important, they say, be-
cause shifting the coverage to other markets
during midterm could create headaches due
to the wording of the Weavers excess liabil-
ity claims-made policy form.

In addition, underwriters apparently are
not willing to write blanket retroactive cov-
erage for Weavers policyholders that fear

pending or future claims may not be paid by
insurers that have participated on the Weav-
ers line slip. However, brokers report some
underwriters that are writing occurrence-
based liability coverage to replace the Weav-
ers claims-made coverage are offering poli-
cyholders seven years of tail coverage for
events that occurred while Weavers was on

the risk.

Walbrook Insurance Co. Ltd., which wrote

55% of the Weavers slip, suspended under-
writing late last month pending release of an
actuarial report on Walbrook's reserves (BI,
April 2).

In addition, six other insurance subsi-
diaries of London United Investments P.L.C.,
which owns Weavers and Walbrook, sus-

Continued on page 30

Capping doctors' fees
Plans fear Medicare expenditures climb

Expenditures recently have outstripped the growth of beneficiaries.

Medicare Medicare expenditures in billions of dollars; beneficiaries in millions.

cost shifts
By ADRIENNE C. LOCKE

Many group health insurers are
expected to adopt a physician fee
reimbursement system to shield
against cost shifting by physicians
trying to recoup lost Medicare rev-
enues.

Health insurers offering both in-
demnity and managed care plans
will adopt a system of physician
reimbursement similar to the

Medicare fee schedule approved
last year by Congress, health care
experts say.

But, experts point out that em-
ployers with managed care plans
would have more control to pre-
vent cost shifting to their employ-
ees as a result of the new Medicare

reimbursement system. As a result,
many employers will move from
traditional indemnity health care
plans to some type of managed care

plan, experts predict.
Insurers and self-insured em-

ployers without enough clout to set

up preferred provider networks-
in which physicians agree to reim-
bursement based on such a sched-

ule-could base their usual and

Section 89 opponent to seek
new non-discrimination rules

Page 3
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customary payment of health care
costs on the Medicare schedule.

However, that could lead to cost

shifting to employees, experts say
(BI, Sept. 19,1989).

Under the new Medicare phys-
ician reimbursement system, phys-
icians would be paid predeter-
mined amounts for specified

services provided to Medicare re-
cipients, similar to the rates set for
specific hospital care procedures
under the Medicare diagnostic re-

Bl/HOLLY SEGUINE

lated group system established in
1983.

The new Medicare physician fee-
reimbursement schedule is still

being hammered out (see story,
page 27).

In general, the new physician re-
imbursement system will mean re-

duced reimbursement to specialty
physicians such as cardiac sur-
geons and ophthalmologists, but
higher reimbursement to primary

Continued on page 27

Surety bond underwriters say
capacity is up, rates are firm

Page 3
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Update
Sedgwick E&0 loss

Retrial in Film Recovery case
Contznued from page 1
vieted of muider and leckless conduct, while the companies were
found guilty of involuntary manslaughter and reckless conduct in Reinsurance not properly placed: Court
the death of Stephan Golab A medical examiner found that Mr
Golab died of acute cyanide poisoning after mhaling cyanide furnes
in the plant By CAROLYN ALDRED Sedgwick, which was one of the mately $40 million

brokers on the coverage written for If so, the award will be one of the
But, the 1st District Illinois Appellate Court m January overturned LONDON-Sedgwick Group the Avondale tankers hired Bland largest negligence awards ever

the convictions The court ruled that the two eharges on whica the PLC says its errors and omissions Welch to help it place reinsurance against a reinsurance broker in
executives were convicted wei e "legally inconsistent " It also found lt insurance will cover all of a mul- to support the coverage England
Inconsistent for the tnal judge to find the corporate defendants guilty of timillion-dollar judgment against The insurers claimed they wrote The judgment is important be-
mvoluntary manslaughter on the basis of the managers' actions (81, Jan the London brokerage for failing to large portions of the risk thinking Cause it states that a "reinsmance
22, Feb 5) obtain proper reinsurance for a their reinsurance followed the broker has a duty to make sure

Howevei, the coui t found enough e,. idence to order a new trial huge shipbuilding risk terms of the primary coverage that his client understands what 15
in Cook County Cit cult Coutt The judgment stems from a then- However, differences in wording in his (reinsui ance) cover, even

Cook County State's Attorney Cecil Partee charged the state su- record $300 million claim paid by between the primary insurance po- though the client is a profes-
preme couit couit has "provided no guidelines whatsoever for the insureis arter three liquified natu- licies and the reinsdrance con- sional," said Mi Dedman
prosecution of future cases " He also said the court's refusal to hear ral gas tankers built at the Avon- tracts rendered the reinsurance High Court Justice Phillips in
prosecutors' appeal could "set back the case of woikplace safety dale Shipyards in New Orleans in unenforceable the decision also pointed out that
immeasulably " the late 1970s were declared unus- As a result, the insurers claimed a reinsurance broker has a duty to

Defendants had said the appellate court ruling shows that ver- able (BI, Oct 26,1987, Aug 11, damages of more than $20 million, look after his clients' interest and
dicts must be consistent and legal precedent must be observed 1980) plus interest, from Sedgwick be- not lust act solely on their instruc-

Lloyd's of London marine un- cause they were unable to collect tions, said Mr Dedman

MIG reorganization plan derwriter Richard Youell and from their reinsurers, said Richard "The ludgment will be of great
seven other insurers were among Dedman, partner uith Barlow interest because cases involving

LOS ANGELES-A Los Angeles Superior Court ]udge approved those that paid the Avondale Lyde & Gilbert, a London-based substantial amounts like this
a pioposed Mission Insurance Group Inc reorganization plan in which claim They then sued Lloyd's bro- law firm that represented the in- usually are settled out of court It's
about $28 million in cash and stock would be placed in trust for MIG's ker Bland Welch & Co Ltd, which surers not often you get a legal Judgment
insolvent insurance units was later acquired by Sedgwick, Mr Dedman estimated that the on such an issue," he pointed out

MIG lS to receive the subsidiaries' shells, which include the cor- claiming tne broker failed to place total award against Sedgwick- Justice Phillips ruled on March
poi ate charters that are considered valuable, said Dana Brooks, a adequate reinsurance for the so- which was to be announced late 27 that the brokers, Including
Los Angeles attorney Her firm, Rubmstem & Perry, represents Califor- called Superhulls program last week-would come to approxi- Continued on page 14
nia Insurance Commissioner Roxani Gillespie, Mission's liquidator

Under the plan, unveiled in January i BI, Jan 8), MIG will put in
the tiust all the subsidiaries' assets and liabilities, Including about Bush asks business
$14 million owed by major MIG stockholder Great American Insur- Bi to list
ance Co, Ms Brooks said MIG also would put 29% of a new stock
offering-estimated at $14 million-mto the trust she said

The MIG Insurance units are insolvent by an estimated $1 5 billion to loss control to help lead campaign
$2 billion, depending on how much reinsurance the liquidator recovers

The plan is subject to approval by a federal bankruptcy court,
which has set a hearing foi May 9 consultants against spread of AIDS

The May 28 issue of Business

Keene's coverage running low Insurance will contain the By ADRIENNE C. LOCKE telecommunications services
fourth annual directory of The Senate passed its version of

NEW YORK-Former asbestos manufacturer Keene Corp may be propert> loss control consul- ARLINGTON, Va -President the bill, S-933, sponsored by Sen
running out of insurance to pay asbestos bodily Injury and property tants, published in conjunction Bush is calling on employers to Tom Harkin, last September The
damage claims, according to papers filed with the Securities and with a Spotlight Report on take a leadership role in the battle House bill, H R 2273, Introduced
Exchange Commission last week property loss control Issues against the spread of AIDS last year by former Rep Tony

"Substantially all" of Keene's remaining $143 million in cover- Insurance companies, brokers The president also cataloged his Coelho, D-Calif, is Still in commit-
age for existing and future claims is tied up in litigation, according and other firms that provide administration's response to the tee and has 244 co-sponsors
to the annual report of its parent, New York-based Bairnco Corp loss prevention inspections, AIDS epidemic last month during People with AIDS or HIV infec-

Until those cases are resolved, Keene will "pay directly the costs building plan reviews, loss pre- the National Leadership Business tion should not be punished for
of asbestos-related bodily injury litigation," the report said vention research, training se- Conference on AIDS being sick but should be treated

At year-end 1989, about 70,300 asbestcs bodily injury claims and 83 minars and other loss control "Business is in a powerful and the same way as those with any
property damage claims were pending against Keene New claims con- consulting services to com- unique position to influence the other serious illness-"with dig-
tinue to be filed, the report said panies, institutions and govern- response to AIDS and HIV infec- nity, with compassion, care and

ment entities ale eligible to be tion," President Bush said in a confidentiality," President Bush
Ford settles suit for $6 million listed as long as the service is speech interrupted several times said

provided on a fee-for-service by demonstrators who oppose the But demonstrators shouted for
DEARBORN, Mich -Ford Motor Co says it has "adequate finan- basis administration's AIDS policy additional federal funding for

cial resources to respond to" a $6 million settlement of a personal The directory is published as President Bush cr.ticized dis- AIDS programs and criticized the
injury lawsuit charging the company with negligence for installing an editorial service, there is no crimination against people with. administration's AIDS policy
only lap seat belts rather than lap-and-shoulder belts in the rear charge tc be Included However, acquired immune deficiency syn- President Bush responded "I
seats of Escorts built before 1990 loss control consultants must drome and the human immunode- can understand the concern that

The suit was filed by a California family after one son was killed request, fill out and return a ficiency virus, which develops into these people feel, and I hope that if
and another was left a paraplegic in a 1988 accident Bus:ness Insurance question- AIDS we do nothing else by coming here,

Ford would not disclose details of ltS product liability coverage, naire by April 23 in order to be "This is a fight against a disease, I can help them understand that
but Robert Ozment, manager of corporate insurance, said last Jan- listed not a fight against people," he not only do you care, but we care,
uary that Ford's "basic philosophy lS to buy catastrophic insurance " If you provide loss control said too "

Marsh & MeLennan Cos Inc lS Ford's broker consulting or engineering ser- "We don't fire them, we don't President Bush noted that tens
I don't think there are many Insurance carriers that are writing vices and you have not yetre- evict them and we don't cancel of thousands of new cases of AIDS

product (liability insurance) at a low attachment point these days," ceived a questionnaire, you may their insurance," President Bush and HIV Infection are reported ln
said a broker that places automobile product habllity coverage request one by writing Sara emphasized the United States each year and

In the late 1970s, Ford began assum-ng a $2 million self-insured Haity, Editorial Assistant, The president said he supports that many experts do not foresee
retention for product liabdity and purchased $100 million in excess Business Insurance, 740 N "passing a law as embodied in the the epidemic slowing However, he
insurance (BI, Feb 1, 1988, May 19, 1986) Rush St, Chicago, Ill 66611- Americans with Disabilities Act," said the federal response to the

In 1986, Ford revealed m public documents that lt had "little or no" 2590, oi by calling 312-280- which would prohibit discrimina- AIDS epidemic is ''unprece-
product liability insurance that year because of its limited availability 3195 tion in employment, access to pub- dented "
"at reasonable premiums " lie and private transportation and Cont:nued on pcige 22

Federal quake cover proposed Inside
WASHINGTON-Two bills that would establish a federal earth-

quake insurance and reinsurance program are before the U S House of 7 This week's editorial applauds two states' efforts to Departments
make health insurance more affordable for small employ-Representatives 1
ers by limiting state coverage mandates PAGE 8H R 4480 contains provisions sougnt by the property/casualty 1ndus- Advertiser index 98

try and its Earthquake ProJect, which has promoted a federal role in Ask a risk manager 19

earthquake coverage for several years (BI, Oct 23,1989) 7 An NAIC panel approves a proposal to limit rein- At issue 10
surers' ability to offset debts owed to insolvent ced-Under the bill, a newly created federal insurance and relnsurance Benefit beat.... ..6
ing companies at the NAIC's spring zone meeting Cover-facility would provide primary coverage and excess-of-loss reinsurance Classifieds 06
age begins on PAGE 1 1Coverage also would be extended to volcanic risks Insurance services guide 97

The bill was introduced April 4 by Reps Al Swift, D-Wash, and International pages 03
0 In Perspectives, Henry L Strong of JMW SettlementsDavid Dieier, R-Calif, with seven co-sponsors No companion legisla- Legal briefs .. 20
Inc explains how to protect structured settlements fromtion has been introduced in the Senate Letters
renegotiation PAGE 19Another bill introduced the same day would establish an earth- London 04

quake insurance system similar to the National Flood Insurance Pro- Opinion<:

gram H R 4462, the National Eatthquake Insurance and Reinsurance B.00 Emp oyer-provided child care benefits may become
Perspectives 19

more widely available in the United Kingdom following aAct of 1990, would require the federal government to Identify earth- Washington
....

......21
government decision to abolish a tax on employee use ofquake-prone communities, which would have to develop building codes
workplace nursenes PAGE 23and land use plans to reduce earthquake 1csses Communities that fail to Vol 24, No 15-Business insurance (ISSN 0007 6864) Is published weekly

by Crain Communmations inc, 740 N Rush St Chicago, Ill 60611 2590develop such plans could not participate in the insurance program and
4 Insurers may be able to seek compensation from the Second class postage ts paid at Chicago, Ill, and at additional mailing of

would not be eligible for federal construction assistance fices Postmaster Send address changes to Business /nsurance CirculationLondon police for property damage caused in violentIn addition, the federal government would reinsure private earth- Department, 965 E Jefferson Ave Detroit, Mich 48207,800 992 9970 or
anti-tax lots PAGE 23 313-446 1611 Copyright 1990 by Crain Communications incCont:nued on page 29
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Good surety risks find Surety results improve
Surety insurers expect to post underwriting profits in 1989 when

capacity up, rates firm
industry results are releasedthis spring. The 1988 underwriting

profit was the first m five'years. Dollars are In billions.

 Gross premiums I - Commned Ratio
:- wiltter

By MICHAEL SCHACHNER tic contract surety for CIGNA boost the surety bond market to its $3 150%

Bond Services Inc, a unit of Phila- second consecutive year of under- 1
Competition is heating up for delphia-based CIGNA Corp , writing profits in 1989 after five

good suiety risks, but underwriters agreed Underwriters are compet- straight years of losses
are sticking with tougher under- ing in such areas as service, turn- However, some observers warn 1 -
writing standaids, according to around time and incentives to that renewed competition for , &48*448>*1*.**%*MEISIM,I**M.*:*1>*M"4" 45,M**1 'brokers and underwziters agents to produce business, he surety business could imperil un- P -125

Yet, while underwriters are said derwriting results
looking for new surety business, Competition is greatest for gen- Industrywide results for 1989 are -

2-
they are not slashing zates, brokers eral contractors, prime subcon- not yet available, but several of the 3
and underwriters point out Rates tractors and highway and heavy largest surety underwriters re- r
are stable or even rising slightly engineering contractors with $25 ported underwriting profits How- -_
for preferred accounts and increas- million to $50 million work pro- ever, premium growth for those L -100 3

1yesveind more for marginal risks, grams, Mr Perler said "There underwriters ranged from a 55% fseems to be a specially competitive decrease to an 8 3% increase
Instead, underwriters are com- environment for accounts with The surety industry in 1988 re-

peting for good risks by offering backlogs of between $25 million ported a 2% underwriting profit 2
additional capacity, said John and $50 million But above that, on gross written premiums of $1 87 2 j 1 I Ii

1 i 1

Stough, vp at Alexander & Alex- many sureties drop off because of billion-more than $1 billion of
lilli 75

ander Services Inc in Louisville, limitations on capacity," he said which was attributable to contract '82* '83* '84* '85* '86 '87 '88

Ky Tougher standards and a con- bonds Contract bonds guarantee *Includes inancial guarantee !2surance

Dennis Perler, seniol vp-domes- struction industry shakeout helped Contznued on page 25 aource· 2,umwsan orAmenea
Bl, JOHN SMITHEF

Section 89 opponent may draft new bill

High court says Benefit discrimination hit
migrant workers By ADRIENNE C. LOCKE nation proposal would entail • Employers wculd not be al-

• All empoyer-pronded health lowed b deduct aE ordinary busi-

can sue firms ARLINGTON, Va -A legislator care plans would bE subject to ness expenses the Excessive premi-
who was one of the driving forces non-diserimnation rt.es ums paid for groip health
behind the repeal of Section 89 • Employer-prov led health insuran.e on behalf ot highly com-
non-discrimination rules is consid- care plans would hae to m€€t an pensated employees
ering a new proposal to discourage "eligibility" test to dEtermine if a "Reasonable limits" on the tax

for work injuries discriminatory benefit practices sifficient pe-centage of emFlcyees deductioility of emplojee benefits
Rep John LaFalce, D-N Y, said are eligible for benefi : "would be appropriate " Rep La-

he has a "special responsibility" to 'Perhaps Falce said earlier this year

By MEG FLETCHER address this issue, having intro- 90%, as de- "Tab ng excessive tenefits-so

WASHINGTON-Agricultural employers that purchase workers toend ltahset arithatdrewecongres- fiiaed in the long as it iS done ir a nin-eun*er-
bill passed by some aay-seems to me to be a

compensation insurance face expanded-and possibly uninsured- sional attention to the onerous the Senate in reasonable way of en:uring that

liability foi migrant and seasonal workers' on-the-job injuries non-discrimination rules 1539," ne sug- the rig-lt to disellminate IS not

The U S Supreme Court unanimously ruled late last month that Section 89 was fully repealed gested Under a Senate Section 89 subsidized by the vast majority of
migrant and seasonal workers seriously injured in a 1985 accident last November (BI, Nov 13, 1989) reform till passed laE t year, core employers," he explained

while riding in their employer's van can sue the company for dam- However, the issue of welfare health care overage Lou_d ha ie to Speaking before the ECFC con-

ages under the federal Migrant and Seasonal Agricultural Worker plan discrimination in favor of be available to 90% 01 all employ- ferenc€, Rep LaFalce said too
Protection Act of 1983 highly compensated employees re- ees for healt) care plans to pass the many employee benefcs are ex-

Even though workers collected benefits under the state workers mains a "problem," Rep LaFalce test (BI, Tuly 3, 1989) empt from taxatior

compensation law, they can sue Adams Fruit Co of Auburndale, told attendees of the Employers • Group health insL-ance premi- The federal governrrent should

Fla, under the migrant workers act, the court ruled Florida law Council on Flexible Compensa- ums wol-ld be deemed "excessive" not be m the busiress oi subsidiz-
makes work comp benefits workers' excrusive remedy for on-the- tion's FlexComp 90 Meeting, held i: the average premium paid by ing discrimination "eit.ier directly
job inluries last month in Arlington employers on behalf of highly com- or indirectly," by 'expenditure or

The MSAWPA "does not establish workers compensation benefits Even though he said Congress is pensatec workers is greater :han througt the tax coce,' he said
as an exclusive remedy even where state workers compensation unlikely to consider new non-dis- 133% of -he E remium paid for ion- Rep LaFalce acknowledges

schemes purport to establish their benefits as exclusive of all other crimination legislation so soon highly ccmp€nsated workers there are areas of hs pioposal that

relief," Justice Thurgood Marshall wrote for the court after Section 89's repeal, Rep La- In intriducing his Frcposals ear- still need to be worked out before

However, court awards of actual damages under the MSAWPA Falce said he wants to keep the tier this year, Rep =_aFalce sug- it is v.:ble eligibility issues such
"may be offset" by workers comp benefits, Justice Marshall said in issue alive in people's minds gested tha: highly compensated as how part-time and seasonal

affirming an 1 lth U S Circuit Court of Appeals decision (BI, Rep LaFalce provided a rough employees could be defmed as per- workei s are affected, a-icl non-dis-

Sept 4,1989, Oct 9,1989) outline of what his non-discrimi- sons earnmg $50,000 cir more Continuec on page 15
Employer groups and insurers warn that the decision could leave

employers liable for huge awards that may not be covered under the
employers liability section of workers comp insurance policies Two separate Texas juries award
That section provides coverage for tort and other damages alleged
by an injured worker that are not covered under state work comp
statutes $40 million for wrongful deaths"This is the most significant breach of the exclusive remedy

provision of workers compensation that has ever occurred," said
Michael Stientles, assistant counsel for the 3 8 million-member By CHRISTINE WOOLSEY But General Chem cal's insurer, tao ard Jose Eduardc de la Las-
American Farm Bureau Federation in Park Ridge, Ill and MICHAEL BRADFORD Nationa. Un on Fire .1:urance Co tra contended that a label did nct

"It is a terrible decision, straight from the ivory tower," said cf Pittsburgt, Pa, a 67.t of Ameri- adequazely warn of the preserva-
Douglas Stevenson, a Chicago attorney and executive director of BROWNSVILLE, Texas-A can International G-oup In: of tive's dangers
the National Council of Self-Insurers chemical company and a nursing New Yo.k, rejected tt€ settlement Gene-al Chemical countered that

"Farmers now face millions of dollars in damages," said James home facing separate $40 million cffer the bro:hers misused the preserva-
.-3 Holzhauer of Mayer, Brown & Platt, a Chicago law firm which judgments awarded by Texas juries An attorney for General Chemi- tive

s.filed amicus briefs on behalf of several farm employer groups plan to appeal the verdicts cal, which has only $27 million in The parents "]ust wanted to get
Although the decision involves a Florida case, a "very strong" Settlement offers for lesser product liability ins ranee said the label changed, ' said plaintiffs
argument could be made that the Supreme Court's unanimous deci- amounts were rejected in both the company would sue its insurer attorne, Guy Allison cf Allison &
sion will have a "strong impact" on any state with migrant and cases for full coverage of th E award if the Huerta in Corpus Christi, whe
seasonal workers, said Brian G Fox, corporate counsel for the Na- A Jury in Brownsville on March Judgment is upheld on appeal would iave accep-ed that and $3
tional Council on Compensation Insurance in New York The NCCI 22 awarded $43 million, including And m Hcuston, a lury also on million
is the primary ratemaking and statistical organization for workers $30 million in punitive damages, to March 22 awarded $40 6 m.1lion, Naticnal Union wrote $2 million

compensation insurers the family of two brothers who including $25 millio- in punitive in primary prodLe· liability cover-
Laws in about three dozen states now require agricultural em- died aboard their fishing boat in damages, to :he familr of a patient age for General C.iemical above a

ployers to buy workers compensation insurance for migrant and July 1988 Both had inhaled gas cf the Sever Acres Jewish Geria- $500,0)0 retenticn, Mr Allison
seasonal workers Large employers in other states often voluntarily emitted by a chemical-made by tric Certer Inc whz was found said National Union also wrote a
purchase the coverage Parsippany, N J -based General strangled in her restraints $25 million layer eicess of $2 5

"It is the most significant decision involving migrant and sea- Cnemical Corp -that fishermen Severd settlement offers were million he saic

sonal workers and workers compensation," agreed David Ariz- use to preserve the color of shrimp relectea in the case, :.though none Naticnal Union wou d not com-

mendi, director of the Farm Worker Educational Legal Defense Punitive damages generally are c f the parties will say whe:her the ment, t ut an attorney for General
Fund in Keene, Calif insurable in Texas nursing ione. wanted zo settle Chemical, John Black of Wiech &

"It will make the workplace safer by economic necessity" and The plaintiffs had offered to set- The General Chem.eal case cen- Black n Browns, ille. confirmed

may help reduce workers' exposure to pesticides and demands tle for $3 million and the com- tered on the adequac> of a warning the coverage
placed on them by unreasonable harvest quotas, he said pany's promise to add a warning on its sodium minobi:ulfite, a pre- ' Everyone in the courtroom was

The "worst" potential result of the decision is that lawsuits could on the label that the chemical servatiie us€d on a fIE king biat to trying to get (the msurer) to settle
Contznued on page 7 could be fatal in some circum- maintair the color of :ced shrimp on this case," Mr Allison said

stances In their su t, the parents of Gus- Cont:nued on page 31
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Punitive awards ages do not violate the 8th Amend- miums for the Union Fidelity pol- court-and later the Alabama Su- ing to some attorneys
Cont:nued from page 1 ment's excessive fines clause (BI, icy were sent to Mr Ruffin But preme Court-rejected Pacific Mu- For example, jurors did not dis-July 3,1989) Four j ustices, rather than forwarding the premi- tual's bid to have the verdict over- tinguish between compensatory• A civil defendant hit with pu- though, indicated that excessive ums to the company, Mr Ruffin turnednitive damages should be afforded punitive damage awards could run pocketed the money, court papers and punitive damages
the same protections as a criminal afoul of the 14th Amendment's due say In its appeal, Pacific Mutual As a result, -nobody knows how
defendant For example, the bur- process clause argues "Punitive damages law, as much of the award is punitive,"When Union Fidelity did not re- presently applied, lS overwhelm- said Bruce J Ennis Jr of Jenner &den of proof could be raised to After denying dozens of requests ceive the payments for the health ingly lacking in fundamental fair- Block in Washington,DC, who"clear and convincing" evidence for review, the Supreme Court ae- coverage, it canceled the city's ness "from "a preponderance" of evt- cepred review of the Pacific Mu- group hea_th policy represents the city employees indence

tual case on April 2 It continues "Juries are sent to the Pacific Mutual litigationThe situation came to light when deliberate with no meaningful "It is not possible to determine• Judicial review of punitive The Pacific Mutual litigation a city employee, Cleopatra Haslip, standards to guide them as to the the relationship between punitivedamage awards by Juries suffi- stems from a suit by four employ- was hospitalized for kidney treat- amount of punitive damages damages and compensatory dam-clently guards against excessive ees of Roosevelt City, Ala , who ment and discovered she had no awardable This unbridled discre- ages," he saidawards

lost their group health insurance as health insirance to cover $2,500 in tion leads to arbitrary and unpre- "There are so many cases where"This case gives the Supreme a result of fraud committed by medical expenses dictable awards "Court an opportunity to address a Lemmie L Ruffin Jr, a Pacific Three oiher city employees also punitive damages are clear, it does
However, the plaintiffs in the not make sense for the Supremefull range of issues affecting puni- Mutual agent, according to court left uninsured for medical ex- underlying litigation counter that Court to take this case," said Vic-tive damages," said Pacific Mutual papers

penses joined the suit against Mr "decisions made in the absence of tor Levit, an insurer attorney ofattorney Bruce A Beckman of Mr Ruffin sold Roosevelt City a Ruffin and Pacific Mutual for precise legislative formulations are Barger & Wolen in Los AngelesAdams Duque & Hazeltine in Los group life insurance policy under- fraud, breach of contract and bad (not) necessarily arbitrary and un- But, Mr Beckman, Pacific Mu-Angeles written by Pacific Mutual and a faith
"The court has a whole range of group health insurance policy un- fair So long as discretion is exer- tual's attorney, counters that thisAttorneys would not say why cised within reasonable con- is a good case for reviewing dueoptions," said Mr Beckman, ex- derwritten by Union Fidelity Life Union Fidelity was not suedplaining that the court could rule Insurance Co of Trevose, Pa straints, due process is satisfied " process implications of excessive

on any or all of the issues On Aug 7, 1987, the jury Several factors, though, make punitive damage awardsThe city sent its premium pay- awarded the four employees nearly this case less than ideal for a ruling The only actual damages in thisLast year, the Supreme Court ments for the group life policy $1 1 million in compensatory and on the constitutionality of ex- case were about $3,800 in medicalruled that excessive punitive dam- directly to Pacific Mutual, but pre- punitive damages An appeals cessive punitive damages, accord- expenses," Mr Beckman said
"The award was pretty much all
punitive damages "C

4 S
r 7 j/ h>f And, he noted, both sides pre-
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sented the case to the Alabama Su-

1 0483
/ 0)-) C <3 Midmount . preme Court as one involving

3 5 1 about $1 million in punitive dam-
't J

r'./ f
f ages. industrial Defense attorney Victor

Schwartz of Crowell & Moring in
Vt f

/ assumed it was Washington D C agreed that the
Icr 1 case was a good choice for the Su-£

1 preme Court because "it brings
1 into sharp relief punitive damages

4 - completely and deep pockets
"This case shows the tendency ofcovered for juries to throw huge punitive dam-

4 1. ef 1 f {AL / 5 age awards against deep-pocket
e=£4 -2-2 environmental defendants," Mr Schwartz said,

adding that the jury would not
/I

-
1 accidents. have awarded $1 1 million against

Mr Ruffin alone

L ir - 2 But, it is possible that the Su-
7 I ) 1 preme Court will not rule on the/f '1 '7 ,rf/N 1 6 /1, -7, 5 - constitutionality of excessive pu-

nitive damages and instead address
itips Till something slipped only the narrow issue of whether a

company may be held liable for pu-- 9 1, f through the cmcks. nitive damages for actions taken
«fl If ji by an employee according to at-

53( torneys

44: 4(\ l "They have dodged the bullet in
the past and may dodge it again in
this case," said Phillip Stano,
counsel for the American Council
of Life Insurers In Washington,
DC

Mr Stano pointed out that the
4 1 0 a Supreme Court has reviewed threeRELIANCE

IM:.6.5 .*KI cases in recent years involving pu--.

-. r /8-< 1 NATIONAL RISK nitive damages without ruling on
3 < 5 1

1» 'I. ECS SPECIALISTS the constitutionality of unre-
r T strained awards

l , Environmental insurance protection for Whether companies can be held
j liable for employees' actions is also] 111-- r'AirienpaT1·lndustrk

very important for business, ac-

Sulptibe Notallenvironmental insurance progr,ums ate alike Most cording to attorneysOFFERING
"It is very unfair" to punish a

offei onh tile papet-thin protection of :i certific.itc ECS on the otlici
· Pollution Legal Liability

corporation for the unapproved
actions of employees, Mr Levit as-hand offeib the amiprehenvir protection of iii-hour „perth nho serted

· Contractors Pollution Liabilityle>,Calch the 1111]):Ilt (,f 1, Ic)nipani ' acti; ille# c)11 the envlic,nment in- "A company can only do so much
to control its employees," he saidheld teclimial piotcbsion:11$ nho help Ic)ilip:inic, undethtand lim\ to · General and Automobile Liability 'In any kind of big company, you

Im,et „bk nithout Imieling profits t.,11 .ittornev.„11() keep up,Jith · Pollution Clean-up Coverage J can have somebody - ho turns out
to be a rotten apple

ill:inglne Ice!,11,ttic)nh .ind timeli pic}ce,ing toi full ic),el:lize A pro-business ruling from the
· Errors 8 Omissions Supreme Court in this case "wouldnithout del.n Thelestilt les# hkelihood of en,ironment,il.iccident, send a message to business that

and protcition lot th<)MI accident, th.lt do occur Just uh,it uni d · All Risk Propetty Coverage courts will be fair to business,"
Mr Levit said

e,pect hom a companr th :it k been pionding clirticinilient:11 11111 alice PROTECTING The court's ruling also could I
have an "enormous" impact on tortsince 19-'9 Return thib coupon 01 c,111 ECS 1,800-ECS-141-1 tod,ly · Companies Affecting the Environment reform efforts, according to Martin

for mote Hitorniation Befc),t i,ou ch,hco\,el the hole,0 m voui emimii- Connor, president of the American
• Transporters Tort Reform Assn in Washington,mental mbulatice By aaident DC

· Treatment, Storage and Disposal Facilities "Depending on how much di-, 7'Fir 77 /M

Name rection the court gives, legislation
· Clean-up Contractors

r $ (to limit punitive damages) may
Title not be necessary," he said
Company Briefs must be presented to the
Address court within the next three

months, and oral arguments are
City State ZIP expected in October or November
Telephone

1 90 11 POLA A ruling is not expected until the
end of the year
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Halgrove, Unzted States Supreme
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REINSURANCE: CAPABILITIES IN CONCERT

F
The first step in building a sound relationship with a reinsurer is choos-

ing one that is solidly structured. NAC Re has a pristine balance sheet, an
uncompromised policyholders' surplus of over $180 million, and a Bestb
rating of "A."

We're a well-orchestrated company with substantial Capacities. For
treaty business, our limits capacity is $5 million each for property and
casualty For facultative, it's $5 million casualty and $25 million property.
This capacity plays an instrumental part in our role as a lead reinsurer,
but therels more to being a lead reinsurer than providing large limits.

It also takes the right players to strike the right chords. At NAC Re, our
people know the value of timely response, both to your submissions and to
your claims payment requests. We continually provide thoughtful opinions,
advice and information, all seasoned with sound judgment. NAC Re, where
solid structure, substantial capacities and responsive people make
beautiful music together.

• Treaty Reinsurance Written Through
Intermediaries

• Facultative Reinsurance Written Directly

We'll be there when you need us.

NAC Reinsurance Corporation
Greenwich · Hartford · Chicago · New York e
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Ohio adopts managed mental health plan
By MICHAEL SCHACHNER Benefit beat
The state of Ohio projects it will

save at least $4.5 million in the
first year of its new managed men-
tal health care and substance
abuse treatment program.

With the plan set to take effect
July 1, Ohio would be the first
state government to carve out
mental health and substance abuse

benefits from its health care plan
and contract them out to a man-

aged care firm, according to Scott
Solsman, the state's benefits ad-
rninistrator.

Under the contract, Ohio Bio-
dyne Inc. will provide mental
health and substance abuse ser-

vices to about 63,000 state employ-
ees and dependents enrolled in
Ohio Med, the state's self-insured
comprehensive medical/surgical,
dental, vision, and psychiatric and
substance abuse care program.

Biodyne, a subsidiary of South
San Francisco-based American
Biodyne Inc., will contract with a
statewide network of psycholo-
gists, psychiatrists, social workers
and treatment facilities to offer the
services.

Should Ohio take an optional
two-year extension of the $6.9 mil-
lion one-year contract, additional
savings could exceed $21 million,
said Scott Fruchter, chief operat-
ing officer of Costeffex Employee
Benefit Management Inc., a re-
gional benefit consultant in Cleve-
land that managed the proposal
and contracting process on behalf
of the state.

"We are excited about the pro-
gram, especially having a state
being a leader. They're usually fol-
lowers," he said.

Rising mental health and sub-
stance abuse costs were the reason

for seeking managed care, ex-
plained Ohio's Mr. Solsman. "Like
many employers, we were facing
significant cost increases. We
thought we had to do something to
control costs."

Mental health and substance
abuse treatment cost the state $7.5
million to $8.5 million in 1988,
with costs rising at 27% per year,
said Mr. Fruchter. "Without the

Biodyne program, the state proba-
bly would have spent between
$11.5 million and $13 million on
mental health in 1990."

State employees will receive pre-
ventive benefits such as smoking
cessation programs, weight and
stress management programs and
marriage counseling.

The new managed care program
will completely restructure mental
health and substance abuse treat-
ment for state employees.

Under the Biodyne plan, mental
health benefits will be covered in

full. Employee visits to doctors are
unlimited and there are no caps or
annual maximums on benefits.

Employees will pay a $10 co-pay-
ment per outpatient visit and a
$100 co-payment for hospital ad-
missions.

Under the state's old mental
health and substance abuse pro-
gram, employees paid 20% of the
cost of a limited number of office
visits and 50% of outpatient costs
above the limit.

Mr. Fruchter said the average
cost to an employee for outpatient
counseling was about $18 per visit
under the old plan.

Employees also were required to
pay a $100 individual deductible
per year and a $200 family deduct-
ible for inpatient services, plus 8
20% of annual expenses up to $750
per person and $1,500 per family,
Mr. Fruchter said.

Under the new program, employ-
ees seeking mental health or sub-
stance abuse treatment will have to

obtain precertification from Bio-
dyne staff. The company will mon-
itor utilization and thoroughly re-

vi€ w all care, but "we won't limit
utilization. Everyone needing care
will receive it," a spokeswoman
said.

In fact. to a degree Biodyne will
ac.ually encourage utilization of
mental health services.

To ensure that utilization of

mental health and substance abuse
services does not decline under the

new program, Biodyne has placed a

portion of its annual fee at risk if
utilization falls below projected
levels.

Costeffex's Mr. Fruchter ex-
plained that the firm's $6.9 million
annual fee is based on projected
utilization rates of 63 hospital days
per year per 1,000 covered lives,
and 625 annual outpatient days per
1,000 lives.

If inpatient utilization falls to 50

to 63 days, Biodyne will refund
half the savings that reduction rep-
resents.

For example, if only 55 inpatient
days occur, Biodyne will calculate
the savings Ohio experiences as a
result of eight fewer inpa:ient days
per year and refund half of those
savings to the state.

For each increment of 10 fewer
admissions below 50, Biodyne will
also give the state $250,000.

For example, if only 40 to 50 em-
ployees per 1,000 enrollees are hos-
pitalized during the year, Biodyne

will refund half the resulting sav-
ings plus it will give the state
$250,000.

State employees will not be
forced into hospitals just so Bio-
dyne meets those goals, said Mr.
Fruchter.

Instead, the goals "will just
make employees more aware of the
services available to them. I think

if utilization is looking like it will
fall below projected levels Biodyne
will communicate to employees
what services they should be
using," he said. I

Experience thatonly
comes with time.
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Migrant workers
Continued from page 3

, be brought for accidents already set-
tled under a state's workers compen-
sation law, said Clyde Turbeville, ex-

ecutive vp and general manager of
the American Agricultural Insurance
Co. in Park Ridge, Ill., which pro-
vides reinsurance to several U.S.

farm bureau-affiliated insurers.

The statute of limitations for such

federal claims is identical to a state's

statute of limitations for tort actions

-three to six years on average--sev-
eral attorneys noted.

"This could have a terrible finan-

cial impact on an employer," Mr.
Turbeville said.

Migrant and seasonal workers pro-

tected by the MSAWPA may be able
to recover broader damages-such as
non-economic damages-under the
federal law that are not available

through the state's workers compen-
sation system, some attorneys say.

Those systems typically provide
full medical benefits and tax-free in-

demnity benefits that usually are
capped at two-thirds of an em-
ployee's average weekly wage. Ad-
ditional benefits are available in the

event of an employee's death.
Under the MSAWPA, damages for

an employer's intentional violations
of safety and health provisions in-
clude "damages up to and including
an amount equal to the amount of
actual damages, or statutory damages
of up to $500 per plaintiff per viola-

At Affiliated FM and Appalachian Insurance
Companies our experience speaks for itself
underwriters with an average of 19 years on the
job; commercial property operations managers
with an average of 20. It all adds up to a proven
track record of serving brokers who require

prompt, reliable, competitive, and
complete professional service.

And it's just one more
reason brokers are starting
to see us from a different

perspective.
Affiliated PM and Appala-

chian are rated A+ by Best's.
We offer a complete product line
for property risks- including
an "all risk" policy that's simple,

A comprehensive, and flexible.
We put you directly in touch

.: with our underwriters for fast

tion, or other equitable relief."
"In addition to the private bar,

legal services attorneys will be very
active in pursing these actions," pre-
dicted Scottie Butler, general counsel
of the Florida Farm Bureau Federa-

tion and affiliated companies in
Gainesville, Fla.

Agricultural employers facing this
threat should contact insurers or

self-insurance funds to see if they
have coverage for this new exposure,
several sources say.

Insurer spokesmen currently dis-
agree over the extent to which this
exposure is covered, though a greater
consensus may emerge once their po-
licies are analyzed in light of the Su-
preme Court decision.

The NCCI's Mr. Fox said damages

..

awarded under the MSAWPA could

"arguably" fall under the employers
liability portion of a typical workers
compensation policy. The NCCI plans
a meeting soon to analyze the ruling's
implications for coverage.

If the risk is covered, workers comp

costs for agricultural employers are
likely to increase, he said.

However, the typical $100,000 in
per-occurrence limits contained in a
typical employers liability policy may
be insufficient in some cases, said Mr.

Turbeville. Many agricultural em-
ployers do not purchase additional
employers liability limits, he said.

A third-party administrator said
there is "a real question" as to
whether a court award under the
MSAWPA would be covered under

responses. We've even been known to hand-deliver
a policy in a pinch. And, our claims handling is just
as fast, just as efficient, and certainly, fair.

We can also rnake available our engineering
resources- resources helpful in reducing or
controlling property losses and in satisfying your
clients' needs.

So, if you want insurers with experience, talk
to one of our Commercial Property Operations
Managers. And get a new perspective on property
insurance.

Affiliated FM Insurance Company
Appalachian Insurance Company
Associated with Allendale Mutual Insurance Co.

A member of the Factory Mutual System.
East Central (216) 524-9300 Midwest (312) 572-0300
New York (201) 992-9700, (212) 233-8700
Northeast (401) 275-3000 South (404) 955-2700
West (818) 704-1133, (213) 873-1722

Affiliated FM Insurance Company
Canada (416) 494-7111, (514) 485-1520<*st , ., 4'S: s. r: ...
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the employers liability portion of a
workers compensation policy.

The policy may not respond if em-
ployers are found guilty of gross neg-
ligence or willful and wanton con-
duet, said Joe Keene, president of
Claims Capabilities Inc., which han-
dles claims for the Florida Fruit &

Vegetable Assn.'s Self-Insurers' Fund
in Orlando, Fla.

While an insurer would probably
defend a policyholder in such a case,
it may advise him to have his own
personal legal counsel to deal with
allegations that are not covered by
insurance, he added.

In addition, many employers have
employers liability policies that ex-
clude coverage for injuries for which
workers compensation benefits are
paid, said the Florida Farm Bureau's
Mr. Butler.

Liberty Mutual Insurance Co., the
nation's largest work comp un-
derwriter, would not comment until

completing a review of the ruling, a
spokeswoman said.

In addition, insurer spokesmen are
urging employers to begin thoroughly
mvestigating workplace injury claims
filed by migrant and seasonal work-
ers. Employers should determine
fault, so that information is available
should lawsuits under MSAWPA

later arise, Mr. Keene said.
Employers also may want to try

to limit their exposure to MSAWPA

claims by hiring more permanent
workers instead of migrant and sea-
sonal laborers, Mr. Turbeville said.

Finally, employers may want to
lobby state and federal legislators to
help reduce the ruling's impact, Mr.
Butler said.

For example, the Florida Farm Bu-

reau may ask legislators to eliminate
the requirement that employers pro-
vide work comp insurance for mi-
grant and seasonal w6rkers, he said.

However, most lobbying activity

will be directed at changing the mi-
grant workers act, he said.

Ironically, the American Farm Bu-
reau was a major supporter of the

MSAWPA because it encouraged
states to require employers to provide
work comp benefits to migrant and
seasonal workers, Mr. Stientjes said.

If employers are successful in lob-
bying states to eliminate workers
connpensation coverage for these
workers, the workers will suffer, he
added.

The Adams Fruit case was filed

on behalf of a group of orange
pickers who were injured when a
company van transporting 19 work-
ers was involved in an accident in

1985.

They alleged that Adams Fruit vio-
lated motor vehicle provisions of
MSAWPA, including not providing
enough seat belts and overloading the
van, and violated record keeping re-
quirements by failing to post a list of
workers' rights under the law.

A U.S. District Court in Tampa
granted the employer partial sum-
mary judgment in October 1987 and
ruled that "the liability for workers
compensation benefits is an exclusive

remedy" for the employees' actual
damages under MSAWPA's motor
vehicle provisions.

The district court cited a 1987 de-

cision by the 4th U.S. Circuit Court

of Appeals in Richmond, Va., that
upheld the exclusive remedy of South
Carolina's workers comp law in re-
jecting a suit by an agricultural
worker who was sprayed with pesti-
cides while working in his employer's
field.

However, the 11th U.S. Circuit

Court of Appeals in March 1989
overturned the Florida district court

decision, ruling that the MSAWPA
pre-empted the exclusive remedy
provision of Florida's work comp
law. The court rejected a U.S. De-
partment of Labor regulation that
state work comp benefits are a
worker's exclusive remedy.

Finally, the U.S. Supreme Court
rejected the Adams Fruit appeal of
that decision.

Adams Fruit Co. Inc. vs. Ramsford
Barrett, et at.; US. Supreme Court
No. 89-2035.
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Affo rdable health benefits
E APPLAUD the efforts of legislators in Vir-ginia and Washington state to make health
insurance more affordable for small employers.

Washington's governor has signed and Virginia's
governor is expected to sign recently approved
measures that would exempt commercial health in-
surance policies sold to certain small companies
from including the full scope of benefits those
states now require (BI, March 26).

Already, insurers are responding positively to
the initiatives.

For example, Blue Cross & Blue Shield of Vir-
ginia plans to offer a reduced benefit plan for small
employers at about two-thirds of the average cost
of current comprehensive coverage.

Backers of the Washington legislation say they
have received assurances from insurers that they
could offer a new streamlined health care insur-

ance policy for smaller companies at a 40% cost
savings compared with standard group health in-
surance products.

Both initiatives mark the beginning of a long-
overdue reversal of misguided state efforts to force
health insurers to offer dozens of benefits.

State laws requiring insured health care plans to
cover certain types of treatment, like chiropractic
care and mental health services, do not reflect any
national consensus on the types of benefits that
should be part of a group health care plan.

Instead, these mandates typically have been the
result of lobbying by special interest provider
groups eager to expand their markets.

State legislators, as reflected by the proposals in
Virginia and Washington, are beginning to realize that
mandated benefits are, in fact, counterproductive.

By requiring one benefit after another, state leg-
islators over the last two decades have helped make
group health insurance unaffordable for a growing
number of small employers.

Legislators now are beginning to understand that
mandates aren't worth the paper they are printed on
if they force these small companies to drop their
group health insurance programs and, thus, leave
many workers bereft of even basic health insurance

Letters

N.Y. moves to reduce meritless lawsuits
To the editor: I read with interest the

letter from David A. Lovitt in the Feb. 26

issue that suggests that a major compo-
nent of any plan for reducing medical
costs must be an effective plan for limit-
ing medical malpractice litigation. He
further suggests that "attorneys and their
clients should be held responsible for the
defense costs of lawsuits that are found

to be without merit."

Mr. Lovitt and your readers would be
interested in knowing that over the past

several years New York State has taken
significant steps to reduce the incidence

of meritless malpractice litigation. Since
1985, the New York Legislature has insti-
tuted reforms such as penalties for frivo-
lous lawsuits, restrictions on collections

from collateral sources of coverage, de-
clining scales of contingency fees de-
pending on the size of the verdict and re-
quirements for the filing of certificates of
merit relating to the litigation.

It is widely believed that these mea-
sures, plus enhanced risk management
procedures by hospitals, have contri-
buted to a dramatic decrease in the num-

ber of new case filings for medical mal-
practice actions.

However, the value of such legislative
reforms, and the attendant decrease in

malpractice litigation, has not yet been
realized in terms of reducing medical
costs. Rather, this can be seen as only one

step in a comprehensive program of
health care cost containment that also

Pepper proposal could hurt small firms
To the editor: Though the concept of

mandating that employers offer health
care benefits-as the Pepper Commission
has proposed-has merit, the execution of
this concept would create a serious prob-
lem for many small businesses. As a
health insurance broker for many small
businesses, I can foresee many of these
problems.

First of all, assume that on average it
would cost approximately $5,000 an-
nually to cover the average family under
a decent medical insurance plan. If an
employee earns $100,000 per year, this
represents 5% of earnings, but to an em-
ployee earning only $15,000, this repre-
sents one-third of earnings. Many small
businesses could not afford to spend an
additional $5,000 per year on an em-

Business Insurance wetcomes et-

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:

coverage.

By reducing the scope of mandated benefits and
thereby lowering the cost of insurance, employers are
much more likely to offer group coverage, reducing
the number of uninsured workers.

And, cutting back state requirements also elimi-
nates another negative consequence of mandated bene-
fit laws by reducing the incentive for small employers
to self-fund their health care programs, many of which
may be unable to truly bear the risk.

Self-funded programs, under a 1985 Supreme
Court decision, are exempt from state mandated
benefit laws.

While the measures in Virginia and Washington
are welcome, they are only a first step in what we
hope becomes a national battle to eliminate ill-con-
ceived state benefit mandates.

What should or should not be offered in a health

insurance plan is something to be determined by em-
ployers and employees, rather than state legislators
responding to the parochial demands of special in-
terest groups.

- -1
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must include rigorous controls over utili-
zation and fraud, as well as a refocusing
of the medical community from defensive
medicine t6 responsible medicine. These
parts, taken together, should spell sue-
cess in our efforts to make health care

more affordable and, ultimately, avail-
able to all who need it.

Guy J. Velella
Chairman

Committee on Insurance

New York State Senate

Albany, N.Y.

ployee who earns $15,000 annually to
cover the anticipated cost of a family
medical insurance plan. In fact, many
small businesses barely are making it and
this burden probably would push them
into bankruptcy.

If there has to be a health benefit man-

date, it should be based on a percentage
of earnings formula so that an employer
with a high percentage of low-paid em-
ployees could afford to initiate the plan
without going bankrupt. What is a well-
meaning program must be realistic in its
cost burden to small employers.

Richard P. Duffy

Agent
The Equitable Life Assurance Society

of the United States

Ridgefield, Conn.
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In today% fast changing marketplace,
there's one insurance organization

you can depend on.
If you're a buyer of commercial or professional liability insurance, recent

changes in the marketplace may be causing you some concern. There is still a

shortage of capacity in certain liability lines. And some insurers have stopped

off6ring coverage entirely.

There's one insurance organization whose financial resources and commitment

to the market willlet you rest easien The companies ofAmerican International

Group remain leaders in the markets for excess and umbrella, R)r directors and

officers insurance, for professional liability coverage.

AIG companies have the financial strength, service and daims capability, aind

commitment as underwriters ofliability insurance through all phases ofthe

insurance cyde. In fact, we're the largest underwriters of commercial and

industrial insurance in the United States.

So if you're worried about whether your carrier has the financial capability and

cemmitment to the liability marketplace for the long term, consider the insurance

organization that has demonstrated strength, service and continuity f6r decades.

AIG: Rated AAA by Standard & Poor's and Aaa by Moody's.

AIG World leaders in insurance and financial services.
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At issue
Should insurance commissioners be barred from working in the industry after leaving office?

*-lk

Eben L.

Jones

Group director-
insurance &

risk

management
Rollins Inc.,

Atlanta

An opportunity for them to continue
service to the industry in support ser-
vices or brokering should not be lim-
ited. Some waiting period might make
sense before allowing them to work
inside a company actively regulated
during their term, or before allowing
them to establish their own company.
This could minimize the "insider trad-

ing" edge.

. Frank E.

a -i,m Locke
Administrator-

1 *ill#".9 3 1 insurance
U *1* Oklahoma
 - 'f r Natural Gas,

Tulsa, Okla.

No. Other electld or appointed state
and federal government officials
aren't prohibited from becoming lob-
byists or spocespersons for the in-
dustries they oice regulated. In this
role, state insurance commissioners

could be valuatle assets in improving
-he public perception of the insurance
ndustry.

Stephen W.
Scammell

Director-risk

management
GAF Corp.,

Wayne, N.J.

No. There is a wealth of experience
gained by being an insurance com-
missioner that cou d be of value to the

industry. Besides if commissioners
were barred, who would ever want to

become one? The benefits of having
them back in private industry far out-
weigh the drawbacks.

Mari-Jo Hill

Senior risk

analyst
SAS Institute

Inc.,

Cary, N.C.

Not unless the same prohibition ap-
plies to ex-presidents who use their
diplomatic and international contacts
to further their personal goals. At
least NAIC members have developed
some specific knowledge of the work-
ings of the industry. Using their visibil-
ity for future gain becomes more of a
logical career progression.

Compiled by Christine Wootsey

Finding DRO carriers
isnt aproblem

-

Finding thpn after
6% a claim is
adif@rent story

When it comes to writing policies and collecting
premiums, you'll find plenty c f companies eager
for your business.

But when it comes time to ccver a loss. it's

surprising how many would like to bury their
heads in the sand.

At Great American Insurance, we approach
claims handling with the same renacity as we
approach a prospective customer.

We respond quickly, We cooperate with our

customers. And we know how to deal with

complex legal issues.
So we can expedite claims without wasting your

time and your client's patience.
If you're looking for a D&0 carrier who doesn't

lie down on the job, then we'd like to talk with
you. Call(708)330-6750, or write Great American
Insurance Companies, Executive Liability Division,
P.O. Box 66943, Chicago. IL 60666

We'11 help you find your place in the sun.JL
GZEAT AIRICAN®
INSURANCE COMPANIES

Letters

Canadian agrees
medical system
could be better
To the editor: In a letter in your

Feb. 12 issue Mark Mitchell criti-

cizes the Canadian health system,
and in a March 5 letter Gordon

Hird defends that system.
There may be many reasons, as

Mr. Hird says, why Canada is a
better place to live than the United
States; however, a better medical
system is most certainly not one of
them.

My own experiences and those of
others I know well demonstrate

this and information in the media

proves it, as well. Just one exam-
ple: both the provinces of Ontario
and British Columbia are currently
sending a percentage of their heart
patients to U.S. hospitals for lack
of Canadian facilities.

There are no incentives in Can-

ada for those in the medical pro-
fession to excel, and many-for-
tunately not all-of those who do
leave Canada to practice in the
United States. Canadian doctors

are forced, by virtue of being un-
derpaid, to jam as many patient
visits as possible into a given day,
thus depriving patients of the time
needed to help them maintain or
recover their health.

Under the Canadian system it is
illegal for the doctor to charge
more for his services and thus

spend the time needed with the pa-
tient and the doctor is not allowed

to opt out of the socialized system.
The sooner the Canadian system

adopts some of the American atti-
tudes relative to competition and
freedom of choice, the sooner the
system will improve for the benefit
of patient and doctor alike.

Peter Shuley
Peter Shuley & Associates Inc.

Vancouver, British Columbia

Soft market cycle
puzzles investor
To the editor: I must admit that I

am a little puzzled.

The Top 65 or so reinsurers have
a combined ratio of 108% and the

insurance company industry aver-
age is said to be about 1 12%. Yet,
for 1989, insurers' policyholder
surplus is up, giving us another
year of "soft" market. Since no
companies are taking remedial ac-
tion, I was taught that this means
the combined ratio is already up at
least 5 points for 1990.

I don't know whether I should

buy all the insurance company
stocks I can get my hands on or
dump them all.

George Knight Jr.
President

George Knight & Associates Inc.
Tulsa, Oklahoma

Self-regulation
by UR industry?
To the editor: In regard to several rE

cent Bwiness Insurance articles on regu
lating the utilization review firms, sell
regulation by the utilization review in
dustry could be beneficial (BI, Feb. li
Jan. 22).

However, the downside to this propos;
would be creation of homogeneous utilj
zation review organizations, distin
guished only by price. Another conceh
able problem: Accreditation could b
perceived as a rubber stamp as more ut
lization review firms meet minimui

standards.

The most successful utilization revie

firms will need to show a more timely ir
volvement and provide new products 1
distinguish themselves from their Con
petitors.

Dr. William N. Wernc

Medical Directc

Republic-RSB Companies In
Naperville, Il
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NAIC panel approves offset restrictions
By MEG FLETCHER

SALT LAKE CITY-State insur-

ance regulators who want to make
more money available to policy-
holders of insolvent insurers won

the first round of a 2 0-year battle
within the National Assn. of Insur-

ance Commissioners.

NAIC's Rehabilitators and Liq-
uidators Task Force capped years
of wrangling last month by amend-
ing a model law to limit reinsurers'
ability to offset debts with insol-
vent insurers.

The amendments were adopted
at the NAIC spring zone meeting,
March 25-27 in Salt Lake City.
However, to be incorporated into
the existing model law, the amend-
ments must be approved by an-
other committee and by the full
NAIC.

The amendments passed last
month restrict reinsurers' ability to
reduce amounts owed an insolvent

insurer by the amount that insurer
owes them (BI, June 5, 1989; Dec.
18,1989).

The new proposals would allow
reinsurers to continue offsetting
reinsurance claims owed to insol-

vent insurers against premiums
owed by insurers.

In addition, multiple reinsurance
contracts written by one reinsurer
could be combined for offset pur-
poses.

Supporters of broad offsets by
reinsurers predicted the amend-
ments, which they say change cen-
turies-old public policy concerning
offsets, will reduce the availability
of reinsurance, increase its cost
and create trade barriers for for-
eign reinsurers.

On a 12-6 vote, regulators ap-
proved amendments to Section 30

of the NAIC's Insurer's Supervi-
sion, Rehabilitation and Liquida-
tion Model Act, which was ap-
proved in 1978. The amendments
were presented by Christopher
Maisel of Rubinstein & Perry, an
Austin, Texas-based law firm ac-
tive in receiverships.

"It's a victory for policyholders
and taxpayers," said Robert Deck,
supervisor of receiverships for the
Missouri Insurance Department.

Most state offset laws are based
on the 1978 NAIC model law,
which allows an insolvent insurer

and "another person"-which ap-
plies corporations, associations
and other entities-to offset most

mutual debts and credits.

But the increasing complexity of
insurance and reinsurance transac-

tions during the past decade has
created situations not contem-

plated by the model, including
reinsurers' right to offset. While
regulators and courts have applied
the model law to reinsurers, inter-
pretations of reinsurers' right to
offset have varied.

Under the new amendments, an
insurer that both reinsured an in-

solvent insurer and ceded reinsur-

ance to the same insurer generally
would be prohibited from combin-
ing both types of contracts when

- attempting to offset debts with the
ins6lvent insurer.

This is known as an "assumed vs.
ceded" offset.

When acting as a ceding com-
pany, the reinsurer would have to
stand in line with other creditors

to collect amounts owed by the in-
solvent insurer, even if the com-
pany seeking the offset also rein-
sured the insolvent insurer.

Such "assumed vs. ceded" offsets

in the Mission Insurance Co. insol-

vency entitles reinsurers to $300
million that otherwise would be
available to pay policyholders'
claims, said Mr. Maisel, whose firm
is assisting in Mission's liquida-
tion.

"It's unfair for reinsurers to get
to the front of the line and re-

quire guaranty funds to take on a

larger burden," he said.
"We cannot give into the intense

pressure of reinsurers on this
issue," said California Insurance
Commissioner Roxani Gillespie in
a March 25 letter to other state

commissioners.

However, the regulatory sub-
group's amendments were modi-
fied earlier this year in the wake of
criticism from reinsurers to allow
"assumed vs. ceded" offsets if an

insurance commissioner personally
approved them to prevent or miti-
gate another insurer's impairment
or insolvency.

Offsets still would be denied

among affiliated companies.
The amendments would take ef-

feet Jan. 1,1992, and would apply
prospectively to all contracts en-
tered into, renewed, or extended,
on or after that date.

.Dd

However, reinsurer representa-
tives and some regulators-includ-
ing James Schacht, chief deputy
director of the Illinois Insurance

Department-favor giving rein-
surers broader offset rights.

AXIC
They propose allowing "assumed

vs. ceded" offsets and establishing
a trust fund on behalf of the insol-

vent insurer to collect and disburse

offset payments, with the interest
accruing to the insolvent insurer.

"We think what we are propos-
ing is the existing state of affairs,"
Mr. Schacht said. It reflects cur-

rent case law but provides neces-

ue Charies teaches aerobics at The Downtown

Health Club. When she was injured, her physician
predicted a long, costly recovery.

Who can make sure that every dollar spent on Sue's
rehabilitation does, in fact, buy the speediest possible
recovery?

In response to this question, a new industry was born: the
medica(/vocational case management industry GRS has
been a part of this industry for 12 years. Today, nobody does
it any better.

WIN-WIN RECOVERY MANAGEMENT.

So before you invest in medical and/or vocational
rehabilitation, make sure you have GRS recovery-
management experts on your team. Because with speedy
recoveries, everybody wins - employers, insurance
companies and daimants.

GRS specializes in recovery-driven programs that reduce
claims costs and put employees back to work faster. Find out
how GRS' medical coordination and vocational rehabilitation
services can put your injured workers on the fast track to a
comeback.

sary clarifications, he added.
At least two more rounds remain

in the fight over new offset rules.
The Financial Condition Sub-

committee, the task force's parent
committee, is expected to consider
the amendments at the NAIC sum-

mer meeting June 3-7 in Baltimore.
If approved by that group, the
amendments could be presented to
the full NAIC at the summer meet-

ing.
Formal adoption of restrictive

offset amendments would indicate

that regulators' have become more
pro-consumer on public policy
questions, observers say. Each
state would have to adopt the
changes, but a more restrictive
NAIC stance would send a message
to judges ruling on offset-related
cases.

Voting to restrict reinsurers'

ability to offset were regulators
from Arizona, Arkansas, Califor-
nia, Kentucky, Missouri, New Jer-
sey, New Mexico, New York, Okla-
homa, Pennsylvania, Tennessee
and Texas.

Following the meeting, represen-
tatives of Idaho and Florida, who
mistakenly voted against the
amendments, indicated their sup-
port of the amendments.

Also voting against the offset re-
strictions were Hawaii, Illinois,
Iowa and West Virginia.

Indiana Insurance Commissioner

John J. Dillon III, the chairman of
the task force, did not vote and
would not say whether he favored
the proposal. However, the alter-
native proposal favored by Mr.
Schacht and the reinsurers bore
the letterhead of the Indiana Insur-

ance Department. I

1
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 NAME

COMPANY

1
 MAILING ADDRESS
 CITY
1
L

(() Call me at (215) 251 9510 and 1 11 send you our information. Or fill out the

coupon below. And please let me know if I may 
telephone to arrange an appointment to tell you
more about GRS' special brand of fast-track ) A 1
recovery management. 001
O YES! Send me more information.
0 YES! Call to schedule an appointment.
Il YES! Send more information and call, too.

STATE

1
1

TITLE/POSITION 
1
1
1

ZIP 1
1

-1

TELEPHONE (AREA CODE)

Mail to the address below or FAX to (215) 251-9518
--------------=--

GENERAL
-REHABILIATION

-- SERVICES INC
1436 LANCASTER AVENUE • BERWYN, PA 19312 • (215) 251-9510

THE FAST TRACK TO A COMEBACK
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Solvency regulation
improving: NAIC chief 

By MEG FLETCHER hearings on improving financial than property/casualty companies,
examination of insurers Mr Pomeroy noted

,- 1SALT LAKE CITY-State insur- The first such hearing was held However, the dimensions of the
Ir Iance regulators say they are mak- at the Salt Lake City meeting insurer insolvency problem are r' 01- i-

ing progress in enhancing insurer • Reviewing the findings of the small compared to the failure of 1 41 -_i , neeing sious[A pue uon  o e>tel :leS 041C

solvency regulation through activi- report on msurer solvency issued federally regulated savings and 2 , IN,:'144 149 I I
C

ties of the National Assn of Insur- by the House Oversight and Inves- loans, Mr Pomeroy said Those 0

ance Commissioners tigation Subcommittee chaired by losses are estimated in the hun-
"Activities have begun in ear- Rep John D Dingell, D-Mich (BI, dreds of billions

nest," said NAIC President Earl Feb 26) In 1990, the NAIC also tntends to
Pomeroy at the NAIC spring zone The subcommittee's report 15 the further examine reinsurance regu-
meeting March 25-27 result of -substantive and fair" lation and its Insurance Regula-

A five-point plan to improve reg- tory Information System Salt Lake City was the site of the National Assn. of Insurance Com-
ulation of insurer solvency was Regulators will also explore de- missioners' spring zone meeting, held March 25-27.
adopted at the NAIC's winter veloping reserve requirements for
meeting (BI, Dec 18, 1989) insurers that reflect the degree of In addition, he agrees with regu- ire solvenc> issues

The plan's key ob]ectives are risk in their business as well as la:ors' previo is recommendations Regulators responded by asking
uniform evaluation of reinsurance-

AXIC
their financial condition, Mr Po- that insurers ior siderec to be "in insurers to zestify, at budget hear-

related issues, state implementa- meroy said sound financial zondition" be ex- ings in the r respective states, in
tion of minimum standards for fi- subcommittee hearings, but is "un- Meanwhile, insurance industry empted from periodic examina- fa ir of staff expansion
nancial regulation, assessment of duly apocalyptic" about state reg- representatives say state regula- tions so regilators' 1.mited re- The NAIC also will hold public
the NAIC's current examination ulators' ability to control insurer tors' current solvency evaluation sources could be targeted toward hearings or the examination pro-
process, enhanced solvency sup- solvency, Mr Pomeroy said in an processes are basically sound, but troubled comfanies C ess on April 1. in Scottsdale
port mechanisms, and review of NAIC statement could be improved by streamlining Mr Schwartz said a survey 01 Artz, May 3 in Orlando, Fla, June
capitalization and reserve require- "State insurance regulators must and speeding up the process AIA members found -hat man> 13 n Chicago, and July 10 in Bos-
ments, as well as annual statement continue to enhance their ability to Representatives of several in- want regulators to cut delays ton
disclosures regulate industry solvency if they surer trade associations recom- in issuing final exammation re- I,Ir Bell s committee is sche-

According to Mr Pomeroy, who are to avoid federal intervention," mended ways to improve NAIC fi- ports duled to present final recommen-
is North Dakota's insurance com- he added nancial ex.aminations at the first of "Several AIA nember companies dations on the eAamination process
missioner, the NAIC is now "We at the NAIC believe that five sessions designed to gather report that fEna. exam nation re- to Ell MAIC members at the group's

• Developing audit mechanisms solvency regulation is a challenge, public comment on improving the ports are sometimes -lot issuec rrlriter meeting Dec 2-6 in Louis-
to gauge state compliance with not a crisis," Mr Pomeroy said regulation process until many years after tie field ex- ville, Ky
minimum standards for financial Solvency regulation at the state The hearings were held by the aminations have been =ompleted Other ac ion at the spring zone
regulation level has its problems, he admits NAIC's Committee on Examination Several affiliated grcups notec meeting included

• Developing model restrictions "The world has changed faster Processes, chaired by Kansas In- that states have not yet releasec
Rental car ruleson insurers' use of junk bonds to than we have " surance Commissioner Fletcher final reports fo- exam.nations of

meet capitalization requirements State property/casualty and life/ Bell the insurers as of 1384," Mr An NAIC subgroup agreed to
These restrictions are expected to health guaranty funds paid out "The system is working and lS Schwartz said ac.ept final comments on several
be ready for adoption by the NAIC $2 2 billion from 1969 to 1987 In workable," said Lenore Marema, In addition o,e insurer is con- chinges to a variety of model laws
in June addition, more life insurance com- vp-legal and regulatory affairs for cerned about ar unspe=ified state ces igned to increase insurance reg-

• Planning five fact-finding panies now are becoming insolvent the Alliance of American Insurers insurance department, which re- Llators' authority over rental car
in Schaumburg, Ill tained an ou:-of-state accounting companies

However, she and other industry firm with no previous experience Current y, employees do notAIIIA Get the advantages of Vermonfs largest representatives recommended that with property/casualty audits to 1- ave to be licensed by a state in- and most experienced independent examiners make better use of in- conduct an Insurer examination, surance deriartment to provide in-
captive manager Full service from surer audits already prepared by Mr Schwartz sa d suranee-11<e coverages for acci-

...lieweviliiu'll formation to operation, regulatory certified public accountants, pro- That firm anc a single contract cental death and dismemberment
reporting, accounting rein- vide more advance notice to insur- examiner have s, far run up fees of and personal effects, because the3
surance, investment Exclusive ers about examination scheduling $700,000 to examine the relatively are merely er.rolling a customer

Ii,fiL.Lis,= providers ofthe most comprehen- and give insurers better estimates small insurer, which is part of a into a group program
sive and timely financial reporting of examination costs larger insurance group whose units Proposei amendments to the

All insirers in a group or pool are domiciled in other states, he NAIC s Agen:s and Brokers Li-available. Plus the choices and cost
should be examined at one time, said censing Model Act and its Singlesavings available only through an recommended Phillip Schwartz, Many insl.rer representatives L.zense Procedure Model Actindependent.

H Uncoln Miller, CEO Michael T Rogers, COO vp-financial reporting and associ- said they sufport NAIC proposals wculd reqtlre licensing anyone of-
Experts in alternative market mechanisms Prime Movers of law ate general counsel for the Amen- that financial reports be audited iering enrcllment in more than one

Vermont Insurance Management can Insurance Assn in Washing- by certified p.lb.ic accointants and gnuT insurance contract as a
1

ton, D CP O Box 306, Montpeher Vermont 05601 that loss reserves be certified b, "1 mited nsurance representa-
independent act_laries 11'/e"

However, Roy Woodall Jr , presi- No firm ould be required to
dent of the Nat.onal Assn of Life maintain more than one such rel:-
Companies Inc in Washingtor, resentative per location under the
D C, said smal_ insurers are con- priposal
cerned about the added cost cf 3ut requiring one license gives
these require-ne-lts, plus the cost c f state regulators authority to re-
the state examir ation 1:self Jiew the ooerations of a rental car

"There is a :hin line between company ofrice, said Richard
having good regulatory processes Rrgers, deout, director of the Ill_-

- and regulatory overkill;" Mr Woc- -lois Insurance Department's con-
dall said :umer division

Meanwhile, brokers are con- -n addit-on, proposed changes to
cerned about relying or. financial :b 2 NAIC's Unauthorized Insurers

.-
data supplied by insarers when Mode_ Act are designed to make It
placing insuranze and :he "consic- Ilegal for a rental car company

.. erable time lag' between when tte zo alter, amend or void insurance
data is reviewec by regilators, said Doverage as part of the rental car
William Poland, sento- vp at Jar- =antract
dine Insuran ze Brokers lne in San For instance, the use of a com-

Francisco ani a member of the N:- ron Fental car contract agreement
. . tional Assn of Insurance Brokers that voids coverage for activities

board of directcrs like driving on a gravel road could
Risk manage-s wan- 'nationa.' result in fines up to $10,000 for the

-not federal-regulaticn throust rental car company
a

.. - *'significant cooperation and stan- Finally, another proposed
dardization among s.ates," saic orange establishes a separate un-
Howard Greene direitor-govern- fair trade practices model act that
mental affairs for the Risk & In- would prohibit "the offering for
surance Management Society Inc sale )f any policy or certificate
in New York ttat contains inconsistent, ambig-To discover why Bermuda iS the preferred domicile of so many

Mr Greene a_so joined the NAIB ueus or m.sleading clauses, or con-captive insurance companies, visit our booth at RIMS 1990 m Boston
in calling for regulat ory promD: tains exceptions or conditions that

You'll find experienced msurance professionals cn hand and some action against troubled insurers will unreasonably or deceptively
Too often, regulators contribute .0 affec- the risks that are purported

1-79#VJJ lively British pomp and ceremony the size of a, insolvency by delai- t. be assumed by the insurance
ing action tc allow trouiled insur- polic, or cert. ficate "

The Bermuda Exhibit ers to try to wfite their way out if The changes, which are proposed
their problems, he said- by the NAIC's Market Conduct and

Booths 1613-1615• Exhibition Hall D •The Hynes Conve,tion Center • Boston Most observers said they support Cnsumer Affairs Subcommittee,
raising state insurance department could be adc pted as early as tne
budgets to h,re more staff to exam- Continued on next page
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NAIC's summer meeting, June 3-7
in Baltimore.

Policy form changes
The Insurance Services Office

Inc. informed state insurance regu-
lators about two proposals, which
will soon be filed with the states,

to limit defense costs under pollu-
tion liability insurance policies.

ISO's commercial general liabil-
ity policy will not be affected by
the proposed changes.

ISO said an insurer voluntarily
could decide whether to use the

proposed endorsements with either
of two ISO pollution liability pol-

icy forms: Form CG 00 39, which
includes coverage for government-
mandated waste cleanups, and
Form CG 00 40, which excludes

such cleanups from coverage.
One proposed option would in-

clude defense costs within the

limits of the policy, while the other
would cap insurers' defense ex-
penses at a specific amount outside
of policy limits, said Diane Eisen-
berg, ISO's manager of government
relations and filing operations.

The endorsement providing a
separate defense amount meets the
needs of those risks that must com-

ply with Environmental Protection
Agency financial responsibility re-
quirements, according to ISO.

Under both options, an insurer is
obligated to notify the policy-
holder when its duty to defend will
end and to cooperate in an orderly

transfer of defense obligations.
ISO believes that the existence of

these defense options may enhance
the availability of pollution cover-
age, an ISO statement said.

However, the Independent Insur-

ance Agents of America strongly
opposes the new endorsements be-

cause it fears they "may render an
insured unable to adequately fi-
nance and/or manage his defense
after he has exceeded his defense

limit."

In addition, ISO said it is plan-

ning to broaden coverage soon for
some pollution cleanup costs under
ISO's commercial automobile lia-

bility policy.

Under the proposal, coverage for
certain pollution cleanup costs will
be provided if the accident results
in either bodily injury or property
damage.

Foreign trade

State insurance regulators report
they are preparing for interna-
tional trade talks in Switzerland

and Mexico.

The NAIC has established a com-

mittee to deal with insurance

issues at a meeting of signatories

to the General Agreement on Tar-
iffs and Trade negotiations, said
Mr. Pomeroy, who also is chairman
of the NAIC's International Insur-

ance Relations Task Force.

The primary issue to be raised
during GATT negotiations af-
fecting insurance regulators is ac-
cess to foreign insurance markets
(BI, Dec. 19, 1989).

The negotiations begin May 7 in
Geneva, Switzerland, and are ex-
pected to be completed before the
end of this year, said Linda

Powers, a deputy assistant secre-
Nary with the U.S. Commerce De-
partment.

The timetable "is like a speeding
train," she said. There is "almost

overwhelming political pressure
for the process not to fail," she
said. "We just have to do the best
we can do."

Regulators were urged to contact
the governor in their respective
states and comment on the insur-

ance-related portion of a survey
that federal trade officials sent to

each governor. The responses are
due April 15.

In addition, the Mexican govern-
ment's move toward privatization
of the government-controlled in-

surance industry offers "signifi-
cant opportunities" for U.S.-based
insurers, said Jo Ann Howard, a
member of the Texas State Board

of Insurance.

Current discussions are focused

on automobile-related coverages
for tourists who cross the U.S.-

Mexican border.

U.S. insurers interested in writ-

ing private passenger automobile
coverages in Mexico were urged to
contact Ms. Howard prior to meet-
ings with Mexican officials sche-
duled for May.

Meeting changes

Mr. Pomeroy announced that the
NAIC is slightly altering its meet-
ing structure to allow more time

for state regulators to discuss
issues privately.

Mr. Pomeroy said past meetings

too often appeared to be a cross
between a legislative assembly and
"a Shriners' convention." The fri-

volity, he said, may detract from
serious work.

Consequently, the traditional

Sunday night reception at NAIC
meetings will be replaced with a
commissioners-only dinner. I
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Sedgwick E&0 suit
Continued from page 2

Bland Welch and Sedgwick, "were
in breach of duty in failing to in-
form the insurers" that the reinsur-

ance cover was subject to a "48-
month cutoff."

Under the reinsurance contracts

covering the Avondale risk, cover-

age would be voided if the construe-
tion of the tankers took longer than
48 months. However, such an exclu-

sion was not included in the primary
insurance covering the tankers.

The judge, however, ruled that the
insurers must bear some responsibil-

ity for not checking whether their re-
insurance was adequate.

As a result, Justice Phillips ruled
that the brokers should pay only 80%
of the insurers' claim.

Sedgwiek still is studying the judg-

ment and has not yet decided
whether to appeal the decision, said a
Sedgwick spokeswoman.

However, Sedgwick is fully insured
for the award under E&0 policies co-

RIM
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vering Bland Welch and Sedgwick
for the period in question, she said.

Sedgwick w6uld not detail the
E&0 underwriters or the limits of

the policies, but the spokeswoman
confirmed that the policies are un-
derwritten in the London market.

Some $240 million of the $300 rnil-
lion Avondale insurance settlement

in 1980-a record claim in the marine

insurance market at the time-was

paid by London market underwriters
and $60 million was paid by U.S. and
Scandinavian insurers.

The claim was paid to El Paso
Co. in Houston after three ships de-
signed to transport liquified natural
gas were deemed unusable.

Cracks in the ships' polyurethane
insulation, discovered during tests on
the first ship completed, made them
all unusable for the explosive cargo.

The $300 million claim was paid
to El Paso, rather than Avondale,

because El Paso had already paid
for the ships.

In his ruling last month, Justice
Phillips ordered Sedgwick to pay the

RIMS PREWEW

award to Lloyd's syndicates managed
or formerly managed by Jansen
Green Management Ltd.; H.G. Ches-
ter & Co. Ltd.; Secretan (Under-

writing Agencies) Ltd.; Stewart &
Hughman Ltd.; Roy Hill Under-
writing Agencies Ltd.; and the now-
defunct P.C.W. Underwriting Agen-

cies Ltd. In addition, Sedgwick must
pay The Orion Insurance Co. P.L.C.
of London and Excess Insurance Co.

Ltd. of Worthing, England.
From 1973, these insurers all sub-

scribed to a building risks coverage
program written for Avondale, bro-
kered in London by Sedgwick and in
New York by Frank B. Hall & Co.
Inc., according to court papers.

When Avondale in the mid-1970s

secured the order to build the three

LNG tankers for El Paso, "Sedgwick
appreciated that the values involved
were likely to exceed the capacity of
the London direct marme market and

that it would be necessary to offer
insurers excess-of-loss reinsurance if

a significant proportion of the risk
was to be successfully placed," the
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judge noted in his decision.
"Sedgwick (was a) highly specia-

lized direct insurance broker, but had

limited experience of reinsurance,"
the judge wrote. "In or about July
1973, (Sedgwick) invoked the assis-
tance of brokers who specialized in
reinsurance, namely Bland Welch,"
the ruling says.

A Bland Welch director "informed

Sedgwick that the marine reinsur-
ance market would not have the ca-

pacity to provide the cover required
and that it would be necessary to tap
the non-marine market. This market

would not be interested in facultative

reinsurance of individual hulls. It

might be tempted, however, by a
master excess-of-loss cover to which

would attach all high-value con-
struction risks placed in the London
market," said Justice Phillips.

"And thus it was that between

them Sedgwick and Bland Welch de-
veloped what came to be known as
the 'Superhulls cover,' " he said.

The Superhulls reinsurance pro-
gram covered some 200 superhulls-
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ships with a completed value of more
than $60 million-that were to be

built in the following three years, in-
cluding the three Avondale LNG
tankers. However, other insurers on
the Avondale risk had their own rein-

surance separate from the Superhulls
program.

The reinsurance for the Superhulls
program was led by former Lloyd's
underwriter Leslie Dew and Lloyd's
underwriter Richard Hazell. How-

ever, during placement of the rein-
surance, Mr. Hazell altered the origi-

nal terms to include the phrase
"period of construction not exceeding
48 months," said the judge.

At various times during 1976, 1977

and 1978, the deliveiy dates for the
three tankers were extended under

the construction contracts. The ex-

tensions were approved by insurers.
Then, in July 1979, the insulation

of one of the LNG tankers failed

during sea trials, prompting a claim
against the insurers. The insurers, in

turn, gave the reinsurers notice of a
possible claim in September 1979.

However, "early in December 1979,
reinsurers declined liability on the
ground that the cover had ceased by
reason of the 48-month clause,"

Judge Phillips said.
The brokers-Bland Welch and

Sedgwick-claimed that they "fully
informed the insurers of the terms of

the reinsurance that was available

under the Superhulls cover and, in
particular, of the existence and na-
ture of the 48-month clause," the

judge said.
However, during the trial, wit-

nesses for the insurers "testified un-

animously that they were led to be-
lieve that the reinsurance was 'as

original' " meaning that they were
not told of the 48-month clause, "and

that they were not shown the reinsur-
ance slip," the judge said.

And while one of the Sedgwick
directors involved in placing the
Avondale cover was in court dur-

ing most of the trial and another
was flown from the United States

to be available to give evidence for
the brokers, "neither went into the

witness box" to deny the insurers'
allegations, said Justice Phillips.

"In these circumstances, and in ac-

cordance with the unchallenged evi-
dence of the insurers' witnesses," the

judge found that:
• Sedgwick informed the insurers

that excess-of-loss reinsurance cov-

erage had been placed for the Super-
hulls program without mentioning
that the reinsurance coverage was
subject to the 48-month clause.

• Sedgwick did not show the in-
surers the reinsurance slip.

• It is reasonable to infer that the

insurers believed that the reinsurance

was 'as original.'

• The insurers were induced by the
availability of the Superhulls pro-
gram to write larger shares of the
Avondale cover than they would oth-
erwise have done.

As a result, the judge ruled that
Sedgwick and Bland Welch breached
their duties to the insurers by:

• Failing to give insurers accurate
information concerning the reinsur-
ance cover available.

• Failing to draft the contract
wording with proper skill and care.

• Failing to inform the insurers
that fhe reinsurance coverage ob-
tained did not comply with the cover--- 1
age ordered.

• Failing to take steps to procure
coverage extensions once the 48-

month period expired.
The judge also ruled the "insurers

owed no duty to the brokers to read

the insurance wording with skill and
care and to draw attention to any in-
adequacies in the cover."

However, "it does not follow from

this that the insurers were not guilty
of neglect of what would be prudent
in respect of their own interests," the

judge said. "The result of the insur- 4
ers' negligence was thus that they
failed to obviate, at least in large
measure, the consequences of the
brokers' breach of duty."

As a result, the brokers were held

80% responsible for the consequent
lack of reinsurance coverage. i



LaFalce proposal
Continued from page 3
crimination rules' impact on flexi-
ble benefit plans, multiemployer
plans, governmental, quasi-gov-
ernmental and non-profit entities,
and self-insured plans.

Rep. LaFalce said he has ex-
tended the comment period on his
proposals until mid-April.

"I want your input before I in-
troduce any legislation, so nobody

will be able to

say that they
were not given
an opportunity

-  the introduction
for input before

of the legisla-
tion, much less
before any con-
gressional con-
sideration of it,"

Rep. LaFalce he said.

Regarding
other employee benefit issues, Rep.
LaFalce told the ECFC meeting
that the Pepper Commission report
was of "real significance" because
it can form a "starting point of de-
bate" on the issue of health care
r6form (BI, March 5).

The Pepper Commission report,
released last month, recommended
that employers with more than 100
workers be required to sponsor a
health insurance plan meeting
minimum federal standards or pay

ECFC chiefs
re-elected

at meeting
ARLINGTON, Va.-Charles W.

Rogers will serve an 11th one-year
term as chairman of the Employ-
ers Council on Flexible Compen-
sation.

Mr. Rogers, vp of compensa-
tion and benefits at Pepsico Inc.
in Purchase, N.Y., was re-elected
at the group's Flexcomp '90 Meet-
ing last month.

ECFC President Donald F.

Crowley, division head of com-
pensation and benefits at Citi-
corp's Citibank unit in Long Is-
land City, N.Y., was re-elected for
a third term. Vp Glenn Solomon,
director of benefits administra-
tion at the Cleveland Clinic Foun-
dation in Cleveland, was re-
elected for a second term.

Secretary Victor Gilla, corpo-
rate manager of employee benefits
at Ball Corp. in Muncie, Ind.,
was re-elected for a second

term, as was Treasurer Brian D.
Jellison, president of Ingersoll-
Rand Co. of Woodcliff Lake,
N.J., who will serve his 11th term.

New board members elected

were: Donald H. Edman, director
of personnel programs at Interna-
tional Business Machines Corp.in
Armonk, N.Y.; Frank P. Kellner
Jr., director of benefits adminis-
tration at Johns Hopkins Univer-
sity in Baltimore; Teri Teat, man-
aging director of compensation
and benefits at American Airlines

Inc. of Fort Worth, Texas; Paul
Thomson, director of compensa-
tion and benefits at United Tech-

nologies Corp. in Hartford, Conn.;
and Dana Willis, director of cor-
porate benefits at Houston Indus-
tries Inc., a Houston electric util-
ity and coal transportation
company.

A record crowd of more than

550 attended the annual meeting
of ECFC, a 10-year-old non-profit
association comprising major in-
dustrial companies and actuarial,
insurance and accounting firms.

For more information, contact
Bonnie Whyte at the Employers
Council on Flexible Compensa-
tion, 927 15th St. N.W., Suite
1000, Washington, D.C. 20005;
202-659-4300.

-By Adrienne C Locke

new payroll taxes to fund a new
public plan to provide coverage to
the uninsured.

The wall of opposition to major
reform of the nation's health care

insurance system seems to be
"crumbling" like the Berlin Wall,
he said.

Rep. LaFalce also said he fa-
vored a bill, S. 2016, proposed by
Sen. Patrick Moynihan, D-N.Y.,
that, among other things, would
reduce the Social Security payroll
tax to 7.51% from the current
7.65% of a worker's first $51,300 of
wages (BI, Jan. 22).

Rep. LaFalce said he opposes
legislation proposed by Rep. Peter
J. Visclosky, D-Ind., that would re-
quire that employees be given joint
control over employer-sponsored
pension plan assets (BI, March 5,
Oct. 2,1989). Rep. LaFalce said his
House Small Business Committee

will be scheduling hearings in the
coming weeks to discuss the im-
pact of the legislation, H.R. 2664,
on small businesses. •
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Elder care seen as growing need
By ADRIENNE C. LOCKE Several options available for employers
ARLINGTON, Va.-The need for

elder care benefits will grow as the
population ages and more work-
ing families are required to provide
long-term care to elderly depen-
dents, a benefit consultant says.

A variety of manageable options
are available to employers that
want to offer elder care in flexible

benefit programs, according to De-
borah J. Lewis, assistant vp of the
health strategies group with Alex-
ander & Alexander Consulting
Group Inc. in Westport, Conn.

However, employers must con-
sider several factors when choos-

ing benefits to offer, so that the
services properly meet workers'
needs, she said.

"This is an issue that employers
are becoming more aware of," Ms.
Lewis told the Employers Council
on Flexible Compensation's Flex-
Comp '90 Meeting, held March 14-
16 in Arlington.

Six of 10 senior executives in a

1989 survey of the 1,000 largest
U.S. companies knew of at least
one person working close to them

who was deal-

-r- ing with a sig-

egg
nificant elder

care problem,
- - she said.

In addition,

49% of the executives responding
to that John Hancock Financial

Services/Fortune Magazine poll
had to decide how to care for an

elderly dependent within the past
two years, she said.

Workers with elder care respon-
sibilities could benefit from a vari-

ety of services, she said. And be-
cause that range of services
employers could offer has grown,
employers considering offering
elder care as a benefit should first

review their program goals, said
Ms. Lewis.

Elder care "is not a cookie cutter

program," so careful planning,
good communication with the
workforce, and looking at models
that are similar to the kind of pro-
gram desired are important steps
to developing a successful pro-
gram, Ms. Lewis said.

She recommends benefits man-

agers begin by asking themselves
the five W's-who, what, when,

where and why:
• What does an elder care pro-

gram consist of?
It can include informational as-

sistanceand support, financial aid,
corporate support of community
programs, personnel policies that
make allowances for employees
caring for a dependent, assessment
and referral, or direct care from

an employer-sponsored program.
• Where would care be given?
Elder care could be provided at

the worksite, near where an em-

ployee lives, or in the dependent's
community.

• When would care be given?
It could be needed on an ongoing

basis or only in emergencies.
• Why is elder care needed?
The median age of the general

population is increasing, but it is
rising most rapidly among those
age 65 and older, Ms. Lewis said.

This, coupled with the fact most
elder care is delivered by the el-
derly person's family, will make
elder care a sought-after employee
benefit, she said.

Many current employees who
care for elderly dependents say
their careers have suffered, they
have missed work or have left a job
at one time or another to provide
this care, she said.

Corporate-sponsored elder care
programs offers employees with
older dependents the help they
need and also allows employers to
keep valuable workers, she added.

Ms. Lewis also noted that the

"who" in an elder care program

can refer to the sponsor, care giver
and elderly dependent.

Elder care differs from other

forms of dependent care because of
the large number of services that
an elderly dependent may need re-
gularly, she said.

Transportation, home mainte-
nance, meals, counseling, shopping
companionship, health care, legal
and financial services and assis-

tance in making appointments may
all be necessary, she said.

The services that are covered

under an employer-sponsored
elder care program should reflect
employee needs, as well as the kind
of program an employer could af-
fordably support, Ms. Lewis said.

I: t,

A variety of parties-labor, man-
agement, human resources, and
any outside help-should be in-
volved in planning the benefit pro-
gram, she said.

When setting up a program, em-
ployers can tap a wide range of ex-
ternal resources. These can include

national, state and local programs,
professional coalitions, consul-

tants, other corporations that al-
ready have elder care programs,
employee assistance programs,
joint public and private initiatives,
and vendors that sell dependent
care services, she said.

Then, employers then can choose
from a variety of different services
the offer to employees under an

elder care program, including:
• Assessment and referral. This

can include assessment of the de-

pendent's needs, identifying the re-
sources available to assist the care

giver, referrals to other agencies,
and counseling and support.

• Financial assistance/benefits,
including long-term insurance,
elder care insurance, flexible bene-
fits and dependent care spending
accounts, and respite care, in
which an assistant comes to the

home of an older person needing
care while that person's care giver
is away for a short time.

• Direct care from the employer,
including employer-sponsored
elder daycare centers, respite care

provided by a company's retirees
who volunteer to care for elderly
dependents of employees, or even
daycare centers that are open to
both and employee's children and
elderly relatives.

• Personal policies/time pro-
grams, including flex time, part-
time work options, job sharing,
family leave policies or phased-in
return to work.

• Information and support in-
cluding seminars, support groups,
newsletters, hot lines, employer-
sponsored care giver fairs, books
and pamphlets.

Even employers with limited re-
sources could offer some assistance

by making adjustments in com-
pany policies, using existing re-
sources established for dependent
care or just providing information
to employees, Ms. Lewis said. I
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U.S. may follow Europe's benefit lead
By ADRIENNE C. LOCKE

ARLINGTON, Va.-U.S. employ-
ers will follow the lead of European
companies and offer improved paren-
tal leave and additional time off, a
trends forecaster predicts.

However, employers in Europe will
begin to scale back benefits as com-
petition among businesses increases
in a single market, predicts Graham
T.T. Molitor, president of Public Pol-
icy Forecasting Inc. m Potomac, Md.,
a research organization that tries to
predict future government policy on
various issues.

Mr. Molitor told the Employers
Council on Flexible Compensation's
FlexComp '90 Meeting, held March
14-16 in Arlirigton, that much can be
learned from studying how change»
including change in employee bene-
fits-progresses from country to

country. A slow but identifiable se-
quence of events can "reliably indi-
cate future change," he said.

Employers can gain insight by re-
cognizing and understanding the
cycles and possible flow of events,

Mr. Molitor

e tionally has fol-
said.

The United

States tradi-

lowed Western

Europe-the Scandinavians in par-
ticular-in adding social welfare
benefits, he said. In fact, it can take
decades for U.S. employers and gov-
ernment agencies to pick up on social
programs offered in Europe.

For example, Mr. Molitor pomted
out that the United States adopted
child labor laws about a century after
they were adopted in Europe. Simi-
larly, it took the United States 24

.

.

'.f .

years to adopt workens compensation
statutes, 30 years to enact mandatory
unemployment insurance and 82
years to establish an old-age assis-
tance program, he said.

"In recent years, these tiers of
countries have been the first to im-

plement almost any issue, and cer-
tainly any employee benefit or so-
cial welfare issue," Mr. Molitor said.

In addition, some European coun-
tries offer more generous benefits
than U.S. employers.

U.S. workers receive 8.8 paid va-
cation days a year on average, while
Swedish employees are offered a
minimum of five weeks paid vaca-
tion, and that will increase to six
weeks in 1991, Mr. Molitor said.

Generally, Sweden, Norway, Swit-
zerland and The Netherlands are

among the first to develop and adopt
new government or employer-spon-

sored programs, he said.
These bellwethers "provide early

signals that are likely to give rise
to public policy change," said Mr.
Molitor.

Denmark, France, Great Britain
and West Germany adopt them next,
followed by the United States and
Canada, and, finally, Third World
nations, he said.

Once these ideas reach the United

States, a similar pattern of "precur-
sor" states emerges, said Mr. Molitor.

For instance, employers and gov-
ernment entities in California, New
York, and Massachusetts usually are
the first to adopt new benefit and so-
cial welfare ideas, while rural states
like Alabama, South Dakota and
Mississippi usually lag behind.

Once benefit or social programs are
established in the United States, it
can be 10 to 20 years before Congress

rt
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mandates or regulates these pro-
grams, he explained.

Mr. Molitor noted that looking to
Europe can help U.S. benefit man-
agers identify new trends in em-
ployee benefits in the United States.

For example, family management
benefits, like leaves to care for new-
born children and sick relatives, have
been offered for years in Europe,
though they are just beginning to win
favor in the United States, he said
(BI, April 2).

The benefits, which are deep-
seated elsewhere, are trends that U.S.
employers will find "difficult to re-
sist," Mr. Molitor iaid.

For example, only 11% of private
sector employers in the United States
in 1987 had parental leave policies or
programs in place. And most of those
programs consisted of counseling and
seminars, not time off, he said.

At the same time, 57% of mothers
with children age 6 or younger were
working, and that percentage is esti-
mated to hit 60% during the 1990s,
Mr. Molitor said.

In contrast, Europeans countries
provide four to 12 months of pre-
natal leave and three to 29 months
of leave after the birth of a child,
with some countries providing up to
100% of salary during the leaves, he
said.

Under Sweden's 1973 child care

leave law, for example, either par-
ent can receive 15 months of leave
for the birth of a child and receive

90% of pay for the first 12 months,
he said. Maximum leave may be ex-
tended to 18 months next year, he
added.

In addition, parents can receive
two months leave at 90% of pay to
care for sick children under 12 and
disabled children under 16, he said.

The Swedish social security sys-
tem pays 85% of the cost of these
parental leave benefits, with the re-
mainder paid from the government's
general revenues, Mr. Molitor said.

The Swedish government also pays
50% of the nation's day care costs
through general revenues, while em-
ployers pay 37% and parents only
13%, he said.

Mr. Molitor noted that, in the fu-
ture, U.S. employees will want not
only parental leaves to care for chil-
dren, but also leaves to care for aging
parents and ill spouses or live-in
mates.

He also notes that states are ex-

panding the types of medical treat-
ment that they require insured health
plans to cover.

Coverage mandates for more than
700 types of care and treatment have
been enacted by 38 states, he said,
including coverage for the cost of
acupuncture, chiropractic care, in
some states, and even reimbursement
for wigs if baldness has medical
causes.

Massachusetts, for example, re-
quires insured health care plans to
provide coverage for in-vitro fertil-
ization procedures which costs $5,000
and has only a 15% to 20% success
rate, Mr. Molitor said.

In time, as employers voluntarily
implement new employee benefits,
"they set patterns that often seep
into laws many years later," he ex-
plained.

Other predictions by Mr. Molitor
mclude:

• Average life expectancy among
Americans will rise to 79 years by
2050, with some people living as long
as 130 to 140 years.

The average life expectancy among
all Americans was 74.9 years as of
1988, according to the National Cen-
ter for Health Statistics.

Increased life expectancy would
put further pressure on employer-
and government-sponsored retire-
ment income and retiree health care
programs.

• On-the-job exercise programs,
once an executive privilege, will be
extended to all employees and their
families.
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ASK A RISK MANAGER
Light-duty programs
cut work comp costs,
reduce work days lost

We are evaluating whether
initiating a "light-duty"
program would really be a
cost-effective way to help
reduce our workers

compensation costs. Do you
believe these programs are
worthwhile?

Light-duty programs have
found favor with many
companies that believe
rehabilitating injured employees
is far more cost-effective than

replacing them. They certainly
 have merit as part of an overall

medical cost-containment

program, which is a subject of great interest today.
As we explore the concept, let's briefly focus on

the definition of rehabilitation before diving into
the specifics of a light-duty program.

We should view rehabilitation as a combination of

efforts among all those parties who can influence a
person's recovery and ultimately restore his
productivity. Rehabilitation, in the truest sense,
centers on caring for the whole person-mind and
body. In many instances, long after the body has
been restored to health or made functional again,
the psyche still needs nurturing. A light-duty
program, as part of the occupational rehabilitation
process, offers an opportunity for both mind and
body to heal.

A risk management professional is keenly aware
that his or her company should value employees as
its most important asset. An employee's ability to
perform a service for the employer, now and in the
future, provides the basic reason for the company's
existence. Furthermore, maintaining a high level of
morale in the workplace increases productivity and
profits. Experience shows us that when employees
feel good about themselves and their employer they
consistently perform above the expected norm.

A light-duty program provides the opportunity to

bring a disabled worker back into the workforce
and visibly communicates that the employer
genuinely cares for its people. Who wouldn't prefer
to work for a company that exhibits such concern?

An employee who is off the job for an extended
period of time because of disability can begin to feel
detached from the employer. He or she could easily
become just a name on the monthly loss run,
identified by a dollar sign and the outstanding claim
reserve. It's not surprising that the disabled
employee wonders if anyone knows he or she exists.
The experience can be the equivalent of living in a
never-never land. However, a light-duty program
allows the employer and employee to stay in touch
and, most importantly, provides a means of having
the disabled worker remain part of the team.

Simultaneously, the employer benefits by saving
dollars that would otherwise be paid under workers
compensation for lost wages (indemnity) and by
having jobs performed that would normally be put
aside. Many employers their injured employees
perform routine light-duty jobs such as counting
time cards, answering phones or assisting with
housekeeping chores.

The most common argument usually presented by
those who do not support the light-duty concept is
that money is spent needlessly to find work for
injured employees. They view the process as an
attempt to create busywork at the company's
expense. A look at the statistics, however, reveals
quite a different picture. Consider these facts:

• In 1988, workers compensation accidents cost
workers and society an estimated $47.1 million.

• In 1987, American workers suffered
approximately 1.8 million disabling injuries.

A sampling of data from companies that are
actively involved in a light-duty program provides a
strong argument in favor of the concept. Virtually
all of the companies I recently evaluated were able
to reduce workers compensation costs by a
minimum of 28% one year after the programs were
implemented. These companies also realized at least
a 25% reduction in total work days lost within this
same time frame. And, not surprisingly, lost-time
cases were settled an average of four months earlier
because of the light-duty program. This means
sizable savings all the way around.

Another issue to consider when exploring the pros
and cons of light-duty programs is the difficulty
experienced by companies today in recruiting

qualified personnel. I already briefly mentioned that
the employer that places a high value on the health
and well-being of its workforce attracts high caliber
employees.

With the baby boom generation now hitting stride
at middle age, a shrinking labor market will have an
impact on the way businesses operate in the future.
For example, employers-such as my own-that
operate multiple locations and have historically
recruited younger workers are seriously feeling the
crunch. As the workforce ages, employee health
issues are becoming increasingly important. Our
ability to retain and, wherever possible, retrain
disabled personnel will affect our ability to expand.

The successful administration of a light-duty
program requires a commitment from all levels of
management. Everyone involved should derive a
benefit from the program. If your company
understands and supports the rationale of the
concept, initiating a light-duty program should
provide you with positive results.

Would you like advice from an experienced colleague
on a risk management, benefits management or
actuarial problem? Fourfeatures in the Perspective
section of Business Insurance can give you some
answers.

Ask A Risk Manager, Ask A Benefit Manager. Ask
A Benefit Actuary and Ask A Casualty Actuary answer
written questions from readers on risk and benefits
management issues and actuarial problems.

This month's column on risk

management issues is written by
Susan M. Werner, director of risk
management at Hardee's Food

Systems Inc. in Rocky Mount, N.C.
Joseph W. Duva, director of employee

' benefits at ANied-Signal Inc. in
Morristown, N.J., answers benefits
management questions. William J.
Miner, an actuary with The Wyatt Co.
in Chicago, answers actuarial

Ms. Werner questions on benefts issues. And,
Richard E. Sherman, a principal with

Coopers & Lybrand in San Francisco, answers
actuarial questions in the casualty field.

Mr. Duua's and Ms. Werner's columns appear
alternately on the second Monday of each month. Mr.
Miner's and Mr. Sherman's columns appear alternately
on the first Monday Of each month.

Ms. Werner's next column will appear in June.
Address your questions to ASK, Business Insurance,

740 N. Rush St., Chicago, IN. 60611. Please give us your
name, title and employer; however, Business Insurance
witt consider unsigned letters.

Avoid settlement renegotiation
ELIEVE IT OR NOT, this yearmany personal injury cases settled

in structured settlement form will

have to be renegotiated because they
were based on expired annuity rates.

Since the strain of renegotiating a
settlement can be extreme on all
parties, it is in everyone's best interest
to avoid an event like this at all costs.

Fgrtunately, you can prevent these
kinds of disasters if you follow a set of
simple guidelines adhered to by
structured settlement consultants.

First, recognize that keeping close
track of annuity prices is important.
Although each structured settlement
offer is made with full knowledge of
its costs at that time, the price quotes
received from life insurers that write
annuity contracts are seldom valid for
longer than 10 days, even though
negotiations may stretch on for weeks,
months or even years. In the
meantime, the insurers' rates don't
wait.

Monitor annuity prices
in structured settlement

Since settlement annuities are

priced very closely to the market and
competition is stiff, when interest
rates change, annuity rates follow
almost immediately. Failure to
acknowledge this fact can mean
exceeding settlement authority or
renegotiation.

Second, plan for adverse price
changes. Build room in your
settlement budget for potential price
increases. Perhaps the easiest method
is to build in a so-called "fudge
factor" by reducing your settlement
budget by a specific dollar amount.

In this regard, it is helpful to know
that annuity rate changes tend to come
in 4% to 5% doses (smaller changes in

interest rates are too expensive for life
insurance companies to respond to,
while greater changes are too risky not
to). Hence, if you are going to pad your
budget, we suggest you use a
maximum total settlement cost equal
to 5% less than your total authority.
This will protect you from at least one
change in rates and will alert you to
the possibility of more changes so that
you can re-evaluate.

You can also protect your case
during negotiations by purposefully
using a mid-priced annuity company.
Since early in negotiations you will
have no idea which structured

settlement design will settle the case
or when an agreement will be reached,

it is more important to protect your
case than to shop for the lowest cost.
Buying an annuity from a solid and
predictable mid-priced company
extends the "shelf life" of your
settlement design, making it more
useful to you in the negotiating
process.

As long as you don't commit to that
particular insurance company, you can
always reprice the package after
reaching settlement. As with using
"fudge factors," be sure to ask for a
company with an annuity priced
approximately 5% high of your desired
price so that you have ample
protection and warning should rates
go against you.

Using a mid-priced life insurer is
often the wiser choice of the two

because, early in negotiation, you
can't know if any restrictions on
annuity company selection are going
to be forced on you by the plaintiff's

Continued on next page
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AIDS battle
Continued from page 2

For example, the administration is
asking Congress to budget $3.5
billion for AIDS programs, compared
with $8 million budgeted in 1982.

President Bush said those funds

would be used for AIDS research,

to provide grants to organizations
that provide care for those with
AIDS or the HIV infection and for

funding local programs offering
AIDS-related services.

In addition, both the Centers for
Disease Control and the National In-

stitute of Health are conducting tests
on new drugs to treat people with
AIDS, he noted.

These efforts have led to increased

availability of experimental drugs for
people with AIDS and the HIV infec-
tion, and of new therapies to treat

HIV-infected people before they de-
velop AIDS, he said.

And, the $10 billion allotted for

the "war on drugs" will also help
the war against AIDS and HIV in-
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fection, because one of the fastest-

growing AIDS populations is intrave-
nous drug users, President Bush said.

President Bush also voiced his

commitment to educate the popula-
tion about AIDS, how it is spread
and what people can do to protect
thernselves.

"Our goal is to turn irrational fear
into rational acts, and every Ameri-
can must learn what AIDS is and

what AIDS isn't," he said.

The president said he wants to
make certain that every American
has access to all available informa-

tion necessary to help prevent the
spread of AIDS and the HIV virus.

"The ignorant may discriminate
against AIDS, but AIDS won't dis-
criminate among the ignorant," he
said.

President Bush compared the
AIDS epidemic to the U.S. polio epi-
demic during the 1930s.

Most medical experts at that time
considered a cure so far in the distant

future that they refused to speculate
about when it might be discovered,
he noted.

Decades of advances have been

squeezed into 10 short years of AIDS
research, speeding scientists toward a
cure for this disease, though the crisis
is far from over, he said. •

South Dakota

injured workers
to pick doctors

SIOUX FALLS, S.D.-A contro- 1
versial workers compensation bill
that permits employees to choose
their own physicians has been
signed into law after almost three
years of heated debate.

The law was passed by both
houses of the South Dakota Legis-
lature by a wide margin last month
after its sponsor, Rep. Pam Nelson,
D-Sioux Falls, garnered enough
public support to turn the issue
into a ballot initiative had the bill

been defeated.

The legislation, S.B. 194, intro-
duced by Rep. Nelson in 1987, was
a response to labor union com-
plaints that physicians contracting
with some of the state's larger em-
ployers were returning employees
to work before they had fully reco-
vered from work-related disabili-

ties like carpal tunnel syndrome.
Labor spokesmen claimed that

one of the main offenders was John

Morrell & Co., a meatpacker in
Sioux Falls.

Morrell recently agreed to pay
$1.25 million under one of the lar-
gest settlements of proposed Labor
Department penalties for work-
place safety violations (BI, March
26).

Previously under the state's
workers comp law, employers had
the option of allowing injured em-
ployees to seek care from their own
doctors. While Rep. Nelson con-
ceded that the majority of employ-
ers allowed their employees this
privilege, "those who did not were
abusing the system."

However, in hearings held on the
bill, opponents argued that the
new law would drive up workers
compensation health care costs.

Higher workers comp costs in
states that allow employees their
choice of physicians "just goes
with the territory," said David A.
Gerdes, a Pierre, S.D., attorney
who represented the Alliance of
American Insurers.

The bill's backers and opponents
subsequently hammered out a set
of amendments to clarify the legis-
lation before it was approved.

Those amendments, among other
things, require employees to in-
form employers of the identity of
their chosen physicians, to stay
within South Dakota for care and

to receive care from the physician
of first choice. And, employers re-
tain their right to obtain a second
physician's opinion.

-By Laura Mazzuca
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Police may pay insurers
P

*E for London riot claims
/

By CAROLYN ALDRED firmed a pollce spokesman local officials more accountable to all
2. =

The Riot (Damages) Act of 1886 voters Opposition parties criticize
LONDON-Insurers may be able provides for compensation from local the tax as regressive, saymg it places

to seek compensation from the Lon- pollce "where a house, shop or build- disproportionate burdens on the
4 *1

16.t don pollce after paymg claims to pol- ing m any pohee district has been in- poor
icyholders whose property was da- jured or destroyed or the property Following the anti-tax demonstra-
maged durmg violent protests March therein has been Injured or stolen or tions, 558 crimes were reported to
31, the day before an unpopular new destroyed by any persons riotously Metropolitan Police, including dam-
tax was introduced and tumultuously assembling to- age to 200 cars and 242 other cases of

Insurers face at least hundreds of gether " property damage, the pollce spokes-
thousands of pounds in claims fol- Such compensation already lS man said

ft'///1/6t
lowmg destruction caused when the bemg considered for a March 8 riot One insurer said total damages
demonstrations turned violent in the Hackney district of London may exceed 1 million pounds ($1 64

Shops in London's fashionable that occurred after local authorities million)
West End were looted and their win- announced the tax, confirmed the Most commercial property insur-

. dows smashed Cars and other prop- pohce spokesman ance policies m Britain include not
erty were set on fire by several hun- The latest round of property dam- damage either as part of the policy9.

dred of 40,000 or so marchers, said age occurred as demonstrators or as an optional endonsement that
police, who reported makmg about marched to Trafalgar Square to op- iS offered to policyholders, said an
340 arrests pose the April 1 introduction of a Assn of British Insurers spokesman

Non-insured property owners and new tax to replace a property tax Business interruption also usuallyr-

insurers w111 be able to claim com- The new levy-described as a com- is covered by insurers if property lS
pensation from the Metropolitan Po- munity charge by Prime Minister damaged m a riot, said Philip Ash-
hce authonty-which covers London Margaret Thatcher, but widely called down, a director of Bain Clarkson

i and its surrounding suburbs-if po- a poll tax-is a flat-rate charge by Ltd 's U K division in Haywards
hce declare the incidents a riot, con- each local district on every member Heath, England

AP/Wide World Photo
of the community over age 18 Businesses also occasionally pur-

Local taxes previously had been chase additional insurance to cover
Trafalgar Square was one of sev- collected only from homeowners at loss of profits if a surrounding area
eral sites in London where vio- rates based on property values loses its appeal for customers on ac-
lent anti-tax protests erupted, Mrs Thatcher's Conservative gov- count of riots or other factors, said
causing some property damage. emment says the new tax w111 make Mr Ashdown

European insurers set to merge Sydney firm
By CAROLYN ALDRED t.onships will remam unchanged " Fla In addition, Amev owns Time In- year-end 1989 was about 8 billion has coverage

Amev depository receipts Grall still surance Co of Milwaukee and two guilders ($42 bilhon at current rates)
One of tne first cross-border merg- be quoted on the Amsterdam stock other life Insurers usmg Dutch accounting principles for explosion

ers of major European insurers ts set exchange, and Groupe A G shares The property/casualty insurers and about 45 billion guilders ($2 35
:o take place amid increasing compe- Will be traded in Brussels wrote $370 8 million in net premiums billion) using Belgian accounting SYDNEY, Australia-Insured
zition m anticipatior of the single Tne two companies, which both in 1989, according to A M Best Co pnnciples losses from a natural gas plant
European market wnte hfe and non-life msurance, will Group A G's U S holdings include The discrepancy is primarily due to explosion in Sydney last week

Groupe AG, Belgium'S largest in- be "equally represented m the new a 25% share of United Remsurance accounting for assets based on his- could total more than $5 million
surance company, and N V Arnev, group's management" and each com- Corp of New York and a 41% share toilcal value m Belgium and market Australian ($3 8 million US),an
The Netherlands th rd--argest in- pany will have seats on the other's in Transatlantic Reinsurance Co value in The Netherlands Insurance ad}uster says
surer, announced plans last week to board, the companies said "This will be the first full cross- "The two companies will be exa- The adluster, who did not wish
merge their operations The combined group will "be border merger within the European mining how best to organize their to be named, said material dam-

The resulting compan> would be am:,ng the largest supphers servmg Community in the field of Insurance, fmancial reporting m the future," ac- age from the March 31 blast was
among Europe's 13 largest Insurers tie Belgian and Dutch insurance" banking and other financial ser- cording to the statement about $3 5 million Australian
with annual premi irr vo ume of 10 and banking markets, the two an- vices," the compames said Both companies unll be equally re- ($27 million) and business Inter-
01111On guilders ($322 billion at cur- nounced. The merged companies also The two "have agreed that the presented on a new management ruption losses would be about $2
rent rates) Frovlde all hnes of Insurance and fl- value of Amev's contribution exceeds committee, which is to be jointly milhon Australian ($1 5 million)

However, the merger«'wlth the aim nancial services m several other Eu- that of Groupe A G by 1 15 bilhon chaired by the chairmen of Groupe The gas plant in St Peters, a
of combinmg the two companies' op- ropean countries, the United States, guilders, ($600 million) for which A G's and Amev's boards suburb of Sydney, is owned by
erations to form a mrgle group" in- Austraha and the Far East Amev w111 receive compensation from Descnbmg why they are mergmg, Sydney-based Boral Ltd A po-
volves no equity changes About 85% of -he combined group's Groupe A G totaling 575 million the companies cited the emergence of hee arson squad is investigating

"It is the intention ttat N V Amev revenues will be generated in Bel- guilders ($300 2 milhon), spread over large, diffuse financial services com- the fire, but has not determined
and Groupe A G shall retain their Bum, The Netherlands and the 10 years," the companies announced panies in Europe "Combining size the cause
individual corporate structure and Umted States As of Dec 31, 1989, the companies' and local presence, these groups will The adjuster said a 100-met-
national charactei," the two com- Amev's U S property/casualty af- combined workforce was about be m a position to grasp the oppor- ric ton tank of hquified petro-
panies said in a statement last week fillates include American Security 20,000, including 4,000 in Belgium, tunities offered by the further mte- leum gas exploded, and surround-
Both corporate bodies 'w:11 contmue Insurance Co of Atlanta, Standard 8,000 m The Netherlands and 5,000 gration of the European markets At ing tanks caught fire Five of
to function as before and their eq- Guaranty Insurance Co of Atlanta, m the United States the same time, this will also mean in- seven tanks at the site were da-

uity structure and :hareholding rela- and Superior Insurance of Tampa, Combmed capital and surplus for tensified competition " . maged The tanks ranged m size
from 100 metne tons to 45 metne

U.K. child care benefits boosted tons

Boral's property and business
Interruption coverage is provided
under a single industnal special

By CAROLYN ALDRED British corporate child-care ben- care provision for parents at work," tem set up by benefit consultant Wil- risks policy with limits of $100
efits still do not approach the level said its author, Rob Shooter ham M Mercer Fraser Ltd and the mdlion Australian ($762 million),

LONDON-Employer-pro,ided of benefits ava-lable in the United Sixty-four of the 106 responding National Childminding Assn, em- underwritten by QBE Insurance
child care may become more widely States, the group says companies offer extra help with child ployer vouchers issued to employees Group Ltd of Sydney, the ad-
available tn the United Kingdom fol- "As long as Britain lags so far be- care or are reviewing policies on can be used only for care from NCA- luster said
lowing a government decision to hind its ma]or industrial competitors, child care, the report notes accredited providers The policy has a per-loss de-
abolish a tax on employee use of we shall continue to work for the de- However, WFC estimates that there Also, some companies offer career ductible of $10,000 Australian
workplace nursenes velopment of quality child care for are still only about 120 worksite day- break programs, which allow parents ($7,620) with a $15 million Aus-

In the annual budget announced working parents," said Ms Morgan care centers in the United Klngdom, to return to work after taking several trahan ($1 1 million) annual ag-
March 20, John Ma]or, the chancellor Child-care benefits are still very about two-thirds of which are at years off to raise children gregate, he said
of the exchequer, agreed to drop the rare m the United Kingdom, though public hospitals and schools and However, "the expected shortfall Followmg the explosion, police
six-year-old tax many large private companies are other state-run facillties in recruitment to the workforce of and firefighters temporarily

The move was hailed by Working considering them, according to a re- About 28% of the respondmg com- the future means that industry wAll closed the Kingsford-Smith Inter-
for Childcare a non-profit group cent survey of Britain's 150 largest panies currently operate or are need to attract, tram and recruit an national Airport in Sydney and
lobbying for governmen. and busi- companies by Worlang for Childcare thinking of setting up a workplace ever-Increasing number of women evacuated nearby suburbs
ness improvements in child care "As the demographic time bomb" nursery with children," said Mr Shooter m The New South Wales state

"Removing the tax 13 just one step ticks away, employers wlll be forced Meanwhile, some respondmg com- the Working for Childcare survey government is investigating the
on the road to secunng good quallty to provide more facihties to attract pames are loolang at other options Britain's mtemational competitive- blast, and the local council is lob-
child care in sufficient quantity for and retain women employees, the such as child-care vouchers, with ness "will depend on our ability to bymg to move the plant further
the working parents in this country;' group contends which an employer would subsidize respond to and facllitate changes in away from the airport and private
said Del th Morgan, a director of The survey found many private day care provided by outside vendors the nature of our workforce So far, homes
Working for Childcare whicn uas se: companies "are now giving serious or an employee's relatives we are lagging behind our major -By Kate Mcitwaine
up after the nursery tax took effect consideration to some form of child In a new child care voucher sys- competitors," said Mr Shooter 1
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LONDON

Facility offe rs direct D&0 link to Lloyd's
By CAROLYN ALDRED This initiative is one of several sures arise from its involvement in LUC leases offices Robert Wiggins has been named

recent moves by individual Lloyd's the London excess-of-loss reinsur- a director of Bowring Marine &
LONDON-U S brokers soon brokers and syndicates to attract ance market, where Piper Alpha London' third major insurance Energy, and Clive Dolby, Mark

will be able to directly place direc- smaller business to the market (BI, claims continue to spiral exchange will open in two years Banks, Jennie Rickards and Wil-
tors and officers liability risks March 12) "Reserves have also had to be following the recent signing of a ham Crickmore have been ap-
with syndicates at Lloyd's of Lon- The facility will cater to D&O in- strengthened on other parts of the lease on a 295,000-square-foot pointed assistant directors
don via a new computerized trad- surance for directors of companies marine account," said M&G's property in the City, London's fi- The team "will spearhead the
ing facility with less than $75 million in assets parent company, Prudential nancial district production of marine business in

Lloyd's broker Gibbs Hartley or non-profit entities of any size, Corp PLC, announced last Currently under construction, Europe working in conjunction
Cooper Ltd and Lloyd's D&O un- said Mr Harrap month the London Underwriting Centre's with Marsh & MeLennan's Euro-
derwriter John Wetherell say the Backed by 40 to 50 Lloyd's syn- M&G, which would not reveal its new home at 3 Minster Court is due pean offices," according to Bowr-
new trading facility will reduce the dicates, the facility is led by syndi- total loss reserves, announced a to open in March 1992 ing, a Marsh & McLennan Cos Inc

cost of placing North American cate 1145, underwritten by Mr pretax loss for 1989 of 28 7 million Market Building Ltd, a leasing subsidiary
D&0 insurance at Lloyd's Wetherell pounds ($46 2 million),compared and management company set up

The facility's efficiency will The initial electronic link will be with a 1988 pretax profit of 33 6 by 24 founding insurance and rein- Cover for buyouts
allow Lloyd's syndicates to write between GHC and syndicate 1145 million pounds ($60 8 million at surance companies, signed the 25-
North American D&O insurance However, following a pilot pro- year-end 1988 exchange rate) year agreement with developer A property/casualty insurance
with premiums as low as $1,500 gram with several U S brokers, "Our exposure in North America Prudential Corp PLC program for new companies
per risk Currently it is unecono- Mr Harrap says he expects some has resulted in significant losses in The "purpose-built environment formed from management buyouts
mical to place with Lloyd's un- U S brokers to be linked directly the second half of the year arising will enable brokers to conduct is being marketed by Sedgwick
derwriters D&0 accounts generat- to Mr Wetherell's underwriting from Hurricane Hugo and the San business fast and effectively with a James Ltd
ing premiums of less than $10,000, box by the end of the year Francisco earthquake, as well as large number of underwriters, Sedgwick James, the retail in-
said Simon Harrap, managing GHC will remain the Lloyd's the Phillips Petroleum explosion in while maintaining the London surance broking arm of Sedgwick
director of GHC North America broker for all the risks placed via Texas," M&G noted market's special tradition of per- Group PLC, says most firms have

the facility Gross premiums for 1989 in- son-to-person contact," MBL said difficulty setting up their own in-
creased 12 9% to 319 3 million in a statement surance program after a manage-

PROPERTY INSURANCE Piper Alpha reserves pounds ($514 1 million) from 282 9 More than 80% of the office ment buyout, which can leave them
million pounds ($512 million) in space has been leased to about 70 dangerously exposed to risk

FOR Mercantile & General Reinsur- 1988 companies, according to MBL A As a result, Sedgwick James and
OIL, GAS & CHEMICAL ance Co PLC has increased ltS Although investment income in- lottery will be held to allocate of- London-based insurer Guardian

RISKS loss reserves for claims stemming creased to 141 7 million pounds hee space within the center Royal Exchange Assurance PLC

FLOYD WEST & COMPANY from the 1988 Piper Alpha oil plat- ($228 1 million) from 115 million Equipping the building to meet have set up a facility that gives
form loss to 49 million pounds pounds ($208 2 million), M&G's brokers' and underwriters' needs companies instant insurance cov-

HOUSTON, TEXAS ($80 2 million) from 5 million underwriting loss was 1503 mil- will cost up to 54 million pounds erage for up to 60 days after a
1-800-873-6300 pounds last year ($8 1 million at lion pounds ($242 million), com- ($88 4 million), said MBL buyout

Call for Free Brochure year-end 1989 exchange rate) pared with a loss of 27 6 million LUC "is certain to play a signifi- Coverages included in the pack-
The reinsurer's increased expo- pounds ($50 million) in 1988 cant role in maintaining and devel- age include property damage, bum-

oping the London market's pre- ness interruption, public and prod-
eminent position m world insur- uct liability, auto, personal
ance," said the statement accident, computer, and fidelity

Besides the LUC, the other un- guarantee insurance
derwriting centers in London are Sedgwick claims the policy-
Lloyd's of London and the Insti- called Start Out-is the first such

.. tute of London Underwriters program in the United Kingdom

Merrett doubles profits Graham Miller profits
Merrett Holdings PLC, parent London-based Graham Miller

company of one of Lloyd's of Lon- Group Ltd reports 1989 was a
don's largest underwriting agen- banner year for the international

lf it doesn't cles, more than doubled its pretax loss ad]usting company
profits for the last fiscal year to 9 9 Graham Miller's 1989 revenues

million pounds from 4 4 million increased 484% to 10.98 million

make sense, pounds ($16 million from $7 4 mil- pounds ($17 7 million at year-end
lion) 1989 exchange rate) from 74 mil-

It won't
The bumper profits-the com- lion pounds in 1988 ($13 4 million

pany's best ever-reflect profitable at year-end 1988 exchange rate)
syndicate results in the 1986 un- and pushed up pretax profits to 1 7

make Dollars" derwriting year, Merrett says million pounds ($2 7 million) from
Fiscal 1989 revenues totaled 23 1 927,676 pounds ($1 7 million)

million pounds ($37 2 million at After a December 1987 buyout,
Sept 30, 1989 exchange rate), up management and staff now own

3-
if ' 52 3% from 151 million pounds most of the company, which opet-

($25 5 million at Sept 30, 1988, ates 54 offices in 39 countries
exchange rate) the previous year It provides loss adjusting ser-

Total capacity of the group's 16 vices to reinsurance companies, in-
syndicates this year is 632 million surance companies and syndicates,
pounds ($1 02 billion) down 3 4% captive insurers and self-insured

>t. from 654 million po/nds ($1 11 corporations It also provides
billion) capacity in 1989 claims management for insurers

If doesn't make seilse to nsk your hard-earned The results. total systems control, the opportumty Meanwhile, Merrett Insurance and captives
reputation on an outside utilization review firm whose to create your own profit center and the most com- Services Ltd, a subsidiary set up The company recently formed
quality you can't control. But, it does make sense to prehensive medically based criteria in the business in 1987 to attract smaller, domestic Graham Miller Reinsurance Evalu-
bring your U/R program in-house-where you can In other words, Emciench Control arid Expen,se It U K commercial business to ations Ltd to provide external
control It not only makes sense, but It will also generate dollars Lloyd's, lS beginning to grow grad- audits and claims analysis for un-

ually, said Merrett's annual report derwriters and claims managers,
The CareReview® program - with DataReview - gives To explain fully all the benefits and advantages ofun- "From a slow start, premium in- expert Opinions on reinsurance
you a Real-Time On-Line U/R system designed by U/R house U/R, the DataReview Program and our IBM come is increasing with marketing transactions and other remsurance
specialists And as an IBM® Authorized Industry relationship, a series of free seminars will be conducted links already established Despite advice
Remarketer, CareReview provides the IBM PS/2® and In selected cities at local IBM Customer Centers their initial concern over the MIS

RT® hardware for its On-Line system Concept, we aie now seeing more
The right choice-It makes Comings and goingssupport from Lloyd's brokers," the

What's more, exclusive Physician Developed Criteria® sense and dollars - A report states Former Lloyd's of London un-
gives you a medical doctor's standard of care on every Real-Time On-Line U/R derwriter John Pryke has been
review profit center-CareReview Brokerage defections appointed a non-executive director

of Liberty Mutual Insurance Co

To register please complete and mall to CareReview-The Choice Is Yours Seminar London brokerage C T Bowring & will remain a non-executive direc-
10909 West Greenfield Avenue, Milwaukee, Wisconsin 53214 Co Ltd to join fellow Lloyd's bro- tor of Cuthbert Heath Holdings
Or calll-800 558-4353 (1-800-242-2178 m Wisconsin)

0 May 1 Seattle, WA 0 May 29 Dallas, TX E] Jine 25 Detroit, MI

Four brokers have left Lloyd's of (Massachusetts) Ltd Mr Pryke

kerage Nicholson Chamberlain Ltd , Cuthbert Heath Under-
Colls Ltd writing Ltd, and R F Bailey (Un-

C] May 2 San Francisco, CA E] May 30 Denver, CO 0 Jine 26 Columbus, OH The team-Paddy Jago, Roland derwriting Agencies) Ltd
El May 3 Santa Monica, CA El May 31 Mmneapolis, MI\1 E]June 27 Cincinnati, OH CareReview® James, Mark Synnott and Adrian Mark D. Absalon has Joined
El May 4 Las Vegas, NV 0 June 1 Kansas City, MO El Jine 28 Indianapolis, IN DataReview., Allen-will form a new Nicholson Bain Clarkson Ltd as a director of
E] May 14 Boston, MA E] June 11 Atlanta, GA [3 I would like to attend your Chamberlain Colls unit to handle the broker's Marine Division Mr
E] May 15 West Orange, NJ 0 June 12 Miairi FL seminar but the city and/or PDC® North American non-marine rein- Absalon, a specialist in Far East
0 May 16 Philadelphia, PA m June 13 Tampa, FL date makes It Inconvenient

D May 17 Balttmore, MD El June 14 New Orleans, LA (Physician Developed Criteria) surance business business, joined Bain Clarkson
Meanwhile, a team of five marine from Leshe & Godwin Ltd

Name brokers has joined Bowring Marine Tony Hobrow has been named a
Title Company IBM, PS/2 and RT are registered trademarks of & Energy Ltd , a subsidiary of C T director of English & American
Addr019 International Business Machines Corporation

City State ZIP
Bowl'ing, from Sedgwick Marine & Underwriting Agency Ltd and

CareReview and Physician Developed Cntena are
Telephone Cargo Ltd, a subsidiary of Sedg- general manager of the company's

registered trademarks of National Health Services, inc
wick Group PLC marine syndicate



Surety market
Continued from page 3

the faithful performance of a con-
struction contract and payment of
all incidental material and labor

bills.

Meanwhile, the fidelity bond
market posted its fourth consecu-
tive underwriting profit in 1989,
though results were off from the
year before. Fidelity bonds reim-
burse an employer for losses due to
employee dishonesty.

Surety results have improved
drastically over the past two years
because fewer construction con-
tractors have encountered finan-

cial troubles, explained Howard
Boyle, vp-surety for Johnson &
Higgins in New York.

Thus, "competition has heated
up (among underwriters) for major
contractors. Most big companies
are trying hard to write business as
long as it's on their. basis. I have
noticed a definite aggressiveness
toward writing business, even
though the underwriting criteria
has remained pretty strict," Mr.
Boyle said.

Mr. Stough of A&A agreed that
the market is "very competitive"
for "good" contractors.

Underwriters are also actively
pursuing small to medium-sized
contractors whose accounts can be
written on a net basis.

"Government spending (on in-
frastructure projects) is down and
so are housing starts," so new and
existing surety bond markets will
have to compete for premium dol-
lars, pointed out Stewart Duke,
vp-surety at Baltimore-based Fi-
delity & Deposit Co., one of the na-
tion's oldest surety bond un-
derwriters.

"The market has loosened con-

siderably since 1986-87, when con-
struction was booming," but the
surety industry's combined ratio
was poor, said Lloyd Provost, pres-
ident of the Surety Assn. of
America in Iselin, N.J. About 300
underwriters of contract and fidel-

ity bonds for contractors, financial
institutions, government entities
public officials and other employ-
ers belong to the SAA.

Underwriting quality has "im-
proved greatly" in those three
years, he said. "It had to change or
the industry would have died."

Mr. Provost credits wholesale

changes in underwriting standards
for the surety market's turn-
around.

"Companies re-underwrote all
existing accounts in 1988," Mr.
Provost said.

Surety underwriters, for exam-
ple, now require and more closely
scrutinize a greater amount of fi-
nancial information from contrac-

tors before agreeing to write
bonds, he said.

In addition, underwriters have
refused to issue bonds to contrac-

tors with questionable records, he
said.

Mr. Stough of A&A agreed that
surety underwriters have stuck to
"basic underwriting policies."

"Occasionally we'11 see someone
go off the limb, and we're never
sure quite why. But for the most
part, they're checking the typical
things like management and track
records," Mr. Stough said. "The
days of underwriters thinking they
couldn't make a mistake are over.

They found out the hard way," he
said, referring to huge under-
writing losses in the mid-1980s.

Underwriters say the construe-
tion business-which fuels the

surety bond market-is noticeably
better than four years ago when
cost overruns were more common

among contractors.
In addition, a shakeout in the

construction industry has led to
better results for surety un-
derwriters, Mr. Provost said.

"When underwriting results
were poor, there were too many
contractors," Mr. Provost said.
Double-digit inflation in construe-
tion costs caused contractors to

underestimate costs, which in-
creased contract bond losses, he
said.

-Construction is on a level plane,
with the exception of California,
the Pacific Northwest and Florida,
where construction is progressing,
and New England, where its on the
decline by about 10%,'' said
CIGNA Bond Services' Mr. Perler.

Despite its apparent recovery,
surety underwriters are not giving
the construction industry a com-
pletely clean bill of health.

As a result, "We have established
some controls, which if adhered to,
will protect the (surety) industry's
well-being," Mr. Perler said.

For example, CIGNA Bond Ser-
vices, which targets contractors
with $25 million to $200 million in
annual revenues, examines a con-
tractor's in-progress work before
issuing a bond, he said. CIGNA
Bond Services wrote $59 million in
surety bond premiums in 1989, $50
million of which was contract bond

business, about the same as in

1988.

However, -In our view, construe-

tion is still sick," said George Hol-
brook, president of Reliance
Surety Co., the bond writing unit
of Reliance Group Holdings Inc. of
Philadelphia. "Things are better

Mr. Holbrook said Reliance

wrote about $100 million in surety
bond premiums last year-$85 mil-
lion of which was attributable to
contract bonds, down 5.5% from
about $90 million in contract bond
premiums in 1988.

'Occasionally we'll see someone go off the limb,
and we're never sure why. . .the days of

underwriters thinking they couldn't make a
mistake are over. They found out the hard way,'

says John Stough of Alexander & Alexander.

now. . .industrywide, but there are
still losses out there that are very
big.

"The market turned for the bet-

ter only because insurers began
charging better rates for bonds"
and because underwriters cut bro-

ker and agent commissions, he
said.
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Reliance specializes in smaller
contractors with annual revenues

of $5 million to $20 million, he
said.

Baltimore-based United States

Fidelity & Guaranty Co. also is
placing more emphasis on scrutin-
izing the risks it underwrites, ac-
cording to John Huss, assistant vp-

fidelity and surety.
"I think the market and USF&G

have done a lot of corrective things
to take care of the problems that
surfaced in 1984 through 1986. We
realize that qualifying the risk is
vital. We always thought we made
sure of it. Now we are making sure
of it," Mr. Huss said.

USF&G wrote $104 million in
contract bond premiums in 1989,
up 8.3% from $96 million in 1989.

Mr. Huss noted that the 20% loss
ratio on USF&G's contract bond

book of business last year was bet-
ter than the insurer's 1988 loss
ratio.

"We make certain contractors

have experience and have been
profitable in the type of project
they are seeking bonding. We also
want the contractor to be familiar

with the geographic region," Mr.
Huss said.

Fidelity & Deposit also had a
profitable year last year, according
to Mr. Duke.

Continued on nert page

BC
AWARD OF EXCELLENCE

The 18th Annual EMP[OYEE BENEFITS COMMUNICATION AWARDS
will be presented on August 13th during a luncheon, in Chicago, sponsored by
Business Insurance, honoring excellence in communicating employee benefits.
The Competition is open to all companies in the U.S. and Canada, and
has no restrictions as to the size of the company.

A panel of benefit managers and communication specialists will select
winners from a variety of categories.

Entries will be accepted beginning April 2nd. No entry will be accepted after
April 30th.

For Competition rules and entry forms, or for details and reservations for
the Awards Luncheon, write to the EBC Registrar at the address below, or call
(212)-210-0780.

EBC Awards/Business Insurance

Communication Services Department
220 East 42nd Street, New York, NY 10017
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Surety market country's infrastructure will cre- ing trend because more contractors don't want to be told down the line miscellaneous bonds last year, in-
ate opportunities for contractors will become qualified than should that they didn't use the right cluding fidelity bonds, down

Continued from previous page and surety bond writers," Mr be," which could lead to under- equipment" to clean up a site slightly from $19 million in 1988
The underwriter wrote $103 mil- Stough said writing losses "The surety doesn't want to be Its fidelity bond business for the

hon in contract bond premiums Mr Huss of USF&G predicts a "I have also sensed a renewed perceived as the liability insurer of past two years has been "accept-
last year, up 6% from $97 million stable surety market through 1990 pressure on softer pricing, which last resort," he explained ably profitable," Mr Huss said
in 1988 "There's no slam dunk coming in will have a negative impact on the Meanwhile, the $ 1 billion fidelity CIGNA Bond Services last year

Mr Duke said the combined surety I don't foresee any major industry It's evident by the num- market posted an underwriting wrote $9 million in miscellaneous
ratio for all of the insurer's com- increase in premium dollars or ber of regional and second-tier profit for the fourth consecutive bonds, Including fidelity, down
mercial book of business-includ- profits," Mr Huss said companies aggressively entering year in 1989, but the market was 35 7% from $14 million in 1988,
ing both surety and property/ca- Despite the "good shape" the the surety market," he said not as profitable for underwriters Mr Perler said
sualty insurance business-was market lS ln nOW, though, un- Only in environmental contract- as it was in 1988 Fidelity & Deposit wrote $32
"]ust over 100%" in 1989 and "just derwriters must still be aware that ing has competition not heated up, In 1988, the fidelity bond 1ndus- million in miscellaneous bonds in
under 100%" in 1988 "centractors are operating with according to Mr Kenneally High try's combined ratio was 70%, the 1989, including fidelity bonds, up

The insurer wrote about $172 thin profit margins and lt doesn't failure rates and dangerous condi- same as in 1987 32% from the $31 million it wrote

million in gross property and ca- take much to send a contractor  tions make underwriters reticent "Fidelity was not as good last two years ago
sualty insurance premiums, Mr over the edge," warned J Martin to write bonds for asbestos abate- year" Mr Provost said Reliance in 1989 wrote about $15
Duke said Huber, executive vp of the Na- ment and hazardous waste cleanup "The profit rate was about 30% million in miscellaneous bonds, in-

Some observers predict the mar- tional Assn of Surety Bond Pro- contractors, he said (in 1988), and I know lt won't be cluding fidelity, up 11 1% from
ket will remain stable, at least for ducers, a group of 684 agents based However, the NASBP's Mr near that for 1989," he said, blam- $135 million in 1988, according to
the short term in Washington, D C Huber said "a lot of people want to ing last year's lower profits on a Mr Holbrook

Mr Stough said the contract Timothy Kenneally, executive vp bond this, but there's no clear lan- softer market But, Sedgwick James' Mr Ken-
bond market should be good for of the financial products division guage today in the Superfund laws "Fidelity iS a commercial line, neally said that fidelity bond un-
underwriters for at least two of New York-based broker Sedg- stating when a job is done There is and all commercial lines markets derwriters should exercise more
years wick James Inc, said the softness a problem with technology con- saw lower rates in 1989," he said "caution" in underwriting bonds

"I think the need to rebuild the of the surety market lS "a disturb- stantly advancing, and contractors USF&G wrote $18 5 million in for financial institutions .
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E&S ACCOUNT EXECUTIVE ASSOCIATIONS/GROUPS LEGAL NOTICES

Thus leading Texas wholesale E&S Parent of an A (VI) Rated liability camer
interes ed m loaning capital to Groups or

gatholio GROUP PRODUCT Attorney Code #16819

broker seeks experienced Account
CMT tmI

Assoctations to form an industry owned h
Executive with proven track record in abiliti insuror under the Federal Risk Re Health MANAGER IN THE CIRCUIT COURT OF COOK

COUNTY, ILLINOIS
the development of new accounts tentlar Act Should develop minimumly
Stable employment record within ex- $2 OCO 000+ annual premiums to start PM Group Life insurance COUNTY DEPARTMENT, CHANCERY

DIVISION

cess and surplus industry is manda- Reply to Box 2596 Borporation TM Company, a wholly-owned
tory Starting salary open DOE Business insurance subs,dary of A+ Best-Rated IN THE MATTER OF THE LIQUIDATION

740 Rush St . Chicago. IL 60611-2590 Pacific Mutual, is seeking a
OF THE PATRIOT LIFE INSURANCE

GILBERT-HAFNER & COMPANY
COMPANY

Insurance Staffing Consultants Group Product Manager to NO 89 CH 9456

6060 N Central Dallas, TX 75206
1

UNDERWRITER

FAX 1 214 361-9325
Promising underwriting manage- RISK MANAGER

serve in key marketing post- NOTICE OF CLAIMS DATE AND PRO-
AC 214 361-9341 lion This new position will CEDURES

ment position with leading avia-
control and coordinate product PLEASE TAKE NOTICE that on Au-

tion nsurer 5 to 10 years of ca-
design, positioning and pro- gust 23, 1989 an Order of Liquidation

sualty experience with strength In CATHOLIC HEALTH CORPORATION, a system of 98 motion of medical products for With a Finding of Insolvency was en-

WORKERS' larger risk workers' compensation facilities in 14 states ts recruiting a Risk Manager to work groups of 200+ lives Must tered against Patriot Life Insurance
Company ("Patriot") by the Circuit

underwriting area Posmon would out of the central office located in Omaha
have 5 years experience In Court 01 Cook County, Illinois Zack

COMPENSATION Involve production underwriting this marketing segment Un- Stamp, Director of Insurance of the

and travel Salary commensurate derwriting/actuarial back- State of Illinois is the statutory and

SPECIALIST
court affirmed Liquidator of Patriot

with experience and ability Box Responsibilities induce the continued development and ground important, ASA/FSA
2602, Business Insurance, 740 control of the entire risk management process and coordi- designation a plus TAKE FURTHER NOTICE that pursu-

Multi-Line California captive agency
Rush St, Chicago, IL 60611-

anttothe Order, all rights and habili-
seeks workers' compensation sales nation of services with risk/loss control contractors Also We offer competitive salaries, lies of Patriot and Its creditors, policy-

specialist to coordinate sales effort
2590 holders and all other persons interested

included ts management of property, liability, workers,
throughout 13 offices, as well as large

generous benefits and van- in Eis assets are fixed as of August 23,

compensation, auto and helipad insurance, as well as able incentive pay opportuni 1989, unless otherwise provided in a
account direct sales responsibility
Minimum 5 years experience with
proven sales record m California B1 supervision of a claims analyst t,es P/ease send your resume subsequent order of the Court

to Lisa Metz, Pacific Mutual, TAKE FURTHER NOTICE that on Sep-

Send resume to 17360 Brookhurst Street, tember 13, 1989 the Circuit Court of

The candidate we are seeking will possess 5-10 years of Fountain Valley. CA 92708
Cook County, Illinois entered an Order

Diana De Wees CLASSIFIEDS risk management expenence including claims settlement,
Fixing the time and procedure for the

WGA Insurance Services PACIFIC MlmlAL filing of claims; Pursuant to the terms

P.O. Box 2130 WORK! /
insurance placement brokerage, and hospital or health ofthat order, any and all persons, part-

Newport Beach, CA 92658 system risk managment experience A bachelor's degree ee nerships, corporations, associations
estates, trusts and governmental units

ts required, preferably in business PM GROUP having or claiming to have any ac-
counts, debts, claims or demands

THEPOWEROFTHEPACIFIC against Patriot, or claiming any right,

Please send resume to Barbara A. Anderson, Director/ Equal Oppollunity Employer title or interest in or to any funds or
property of Patriot in the possession of

California Gold: Rafting the Employee Relations, CATHOLIC HEALTH CORPORA-  the Liquldator are required to file a

TION, 920 South 107th Ave., Suite #200, Omaha, NE
Proof of Claim with Liquidator. or the
Flonda Ancillary Receiver, on or before

American River, skiing Lake Tahoe, 68114. We are an equal opportunity employer 4 30 p m Chicago Time, August 24,

hiking the Sierras, & affordable The
1990

TAKE FURTHER NOTICE that the

housing in the nation's most desirable form and required content of all proofs
Business Insurance Professional of claim are described in the Illinois

City: Sacramento! Looking for a
Revised Statutes, 1987, Chapter 73,

Circulation Paragraph 821 Proofs of claim, to-

candidate to Breakdown* Marketplace gether with supporting documents, tf
any, are to be filed with, and may be

Workers' Compensation Manager
secured from, the Special Deputy Liq-

$3,924-$4,326/mo. fill the Job? Commercial Consumers TARGETS uidator, Patriot Life Insurance Com-
pany, m Liquidation, 446 East Ontario

Administrative Street, Suite 700, Chicago, Illinois
Responsible for overall operations ofSacramento County's self- CEO s Presidents, and Owners 3,291

Vice-Presidents General Managers and Other
msured, self-administered workers' compensation program. Advertise in The Administrative Personnel 3,847 your BEST

60611 or the Florida Department of In-
surance, Ancillary Receiver of Patriot
life Insurance Company, Post Office

Financial

Professional Chief financial Officers and Vice presidents of Fl JOB
Box 110, Tallahassee, Florida 32302
Filing shall occur upon receipt of Proof

Workers' Compensation Supervisor nance 2382 of Claim by the Liquidator or the An-

$3,076-$3 738/mo. Marketplace and Secretaries Treasurers contollers and other Fi cillary Receiver The Liquidator re-
nancial Personnel 3562 Candidates serves the right to require such addi-

Responsible lor overseeing staffof analysts & assistants in day- reach 155,661 Risk/Employee Benefits
tional information with respect to any

Vice presidents directors managers and other
claim as he may deem necessary The

to-day adjustments of workers' compensation claims Top related department personnel ot Insurance risk, Liquidator further reserves all rights to

employee benefits personnel compensation, any and all defenses of Patriot con-
pension safety security Ind%"lai relations cerning such claim(s) All Proofs of

For additional information regarding positions, contact Ed Professionals! human resources and employee/labor relations
HELP WANTED Claim must be duly sworn to before an

11566 officer authorized to take oaths

Lambert at (916) 440-6881 Sit)-total 24,648 COORDINATOR OF
CLAIMS ADMINISTRATION THE LAST DATE FOR THE FILING

Associations 539 N C League of Municipalities Profes- OF PROOFS OF CLAIMS WITH THE
Applications accepted starting April 17, 1990 and must be

Government Unions and Educational inst,tuttons
1389

sional staff position to provide special- LIQUIDATOR OR THE ANCILLARY
ist work m mordinating and monitor- RECEIVER AT THE ABOVE MEN-

received by 5 00pm May 8,1990. Commercial Consumers ing the claims processing activities for TIONED OFFICES IS AUGUST 24,
Sub-total 26,576 successful self-funded municipal insur. 1990 AT 430 PM, CHICAGO TIME
Insurance Agents and Brokers 10223 ance rograms, including , manaing OAVNNHYAIABMOSR ACAAIIMNNTGPY?

Sacramento County Insurance Companies 7,713 files or claims in htigation Wor is

Employment Office
Accountants Actuanes Attorneys & Consultants performed Lnder the general supervi- TRIOT LIFE INSURANCE COMPANY3353 sion of the Manager of Operations SHALL PARTICIPATE IN ANY DIS-

710 J Street
Adjusters Appraisers TPA s, Captive Managers Claims work will be focused primarily TRIBUTION OF THE ASSETS OF PA-
& Health Care Providers 1115 in the areas of workers' compensation TRIOT UNLESS SUCH CLAIMS ARE

Sacramento, CA 95814
(916) 440-5593

Call Others Allied to the Reid 2,149 and proper-y/casualty Salary range FILED WITH THE LIQUIDATOR ORTHE ANCILLARY RECEIVER ON OR
TOTAL 51,129 $32,364 - $48,547 depending upon ex-

312/649-5340 for
AA/EOE

* Source Business/Occupational breakdown of
perience and qualifications Reply to BEFORE AUGUST 24, 1990 AT 4 30

quatified circulation November 27 1989 issue
birector of Risk Management Services, P M

details. as submitted to BPA for December 1989 BPA
PO Box 3069, Raleigh, NC, 27602 by James W Schacht, Special Deputy

Publisher's Statement
May 4, 1990 EOE Liquidator
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Medicare fees director of provider and cost man- maintenance organization options
Conhnued from page 1 agement strategies with the Chi- to employees, workers are not pen-
care physicians, like internists and cago-based Blue Cross/Blue Shield alized if they do not use the HMO
family practitioners Assn The company's self-insured 1ndem-

Some doctor fees
As a result of the new reim- The Health Insurance Assn of nity plan does not contain man-

bursement system, physicians who America does not have an official aged care features
will be paid less by Medicare will Policy on the new Medicare phys- And, Mr Moran of New York to be increased
attempt to recoup lost Medicare ician fee reimbursement system It Life noted that "there are com-
income by increasing fees charged is waiting "to see if there will be munities where doctors have much
and services provided to privately some kind of cost shift" from more of a capacity to dig in their
insured patients, benefits experts Medicare, a spokesman said heels, and those doctors can be

expect The National Assn of Manufae- more independent than those who by Medicare scale
In addition, physicians who will turers in Washington, DC, sup- feel there aren't enough patients to

be paid rnore by Medicare are ex- Ports the new reimbursement go around "
pected to increase fees paid by the schedule, even though NAM recog- But, for employers that do not By ADRIENNE C. LOCKE by the fall of 1991, but a
private sector, experts say nizes there may be some cost shift- move into managed care programs model system is scheduled to

'The reason we are worried ing to the private sector, said and do not have indemnity plans Physician fees for surgical be presented to Congress this
about this is because providers are Sharon Canner, assistant vp and featuring an RBRVS, "their costs specialties will decrease about fall

:aying that they cannot afford to director of employee benefits are going to be outrageous" Mr 11% overall while fees for medi- The reimbursement system
provide (to Medicare) their services Meanwhile, 1f employers do offer Lane said cal specialties will increase will use a "resource-based rela-
at this price, and so they have to indemnity health care plans fea- Although the Medicare program about 20% under the new Medi- tive value scale" based on a

look elsewhere to make up the dif_ turing an RBRVS, employees and will not begin phasing in the care physician reimbursement Harvard University study deve-
ference And that place is the pri- dependents could be left holding RBRVS until 1992, most experts system, according to the Physic- loped by medical economist
vate sector," said William Lane, vp the bag for costs that exceed the believe that employers should ians Pay Review Commission in William C Hsiao and internist
and actuary at Mutual of Omaha fee schedule, Mr Lane of Mutual of begin preparing to respond to the Washington, D C Peter Braun (BI, Sept 18,
[nsurance Co in Omaha, Neb Omaha said expected physician cost shifting For example, the fee paid for 1989)

"Once a doctor gets to a certain Employers with Indemnity plans Immediately a total hip replacement would Under the schedule, appropri-
standard of living, he will do what underwritten by insurers that have "It is not too soon to begin ana- be reduced 17 4% to $1,985 from ate fees for various physician
he can to maintain it," said John implemented an RBRVS will have lyzing the current fees they have the customary prevailing fee of services would be determined
Varda, group insurance manager at no choice but to shift costs to em- been paying to see where the po- $2,404, according to the 13- by first establishing a numeri-
Caterpillar Inc in Peoria, Ill ployees, agreed Larry Townley, tential for shift lies," said Mr member commission consisting cal value for each type of ser-

"Most physicians have an excel- ' second vp of health economics at Martingale of TPF&C of representatives of the medi. vice based on the actual work of
ent standard of living and want to John Hancock Mutual Life Insur- For instance, employers should cal and business communities, the physician, the expenses re-
maintain it," said Richard Finni, ance Co in Boston already begin considering switch- academics and a representative lated to his or her practice, and
director of managed care services Kenneth Spelling, a consultant ing to a managed care program of the American Assn of Re- medical malpractice insurance
at Buck Consultants Inc in Sec- in the Rowayton, Conn, office of now, he said tired Persons costs

aucus, N J Hewitt Associates, said insurers "With costs rising the way they Congress established the The monetary value of the
To protect themselves from cost will try to duplicate the Medicare are and the pressure within com- commission to advise lawmak. services would be determined

shifting, most insurers will move to physician reimbursement system in panies to keep it under control, ers on reforming fees paid to by multiplying the numerical
a fee schedule like the Medicare short of managed care, there really physicians who treat Medicare factor by a dollar conversion
physician reimbursement system, d is not much you can do," Mr Mar- recipients factor that Congress will deter-
observers say 1 'We feel adoption of a tingale said The commission also esti- mine every year

"We expect that most insurers 1 fee schedule is Mr Finni from Buck agrees mates that reimbursement for a Congress could modify the
will adopt it," Mr Finni said "The only way that employers coronary artery bypass would dollar conversion figure an-

Robert Larson, president of Park favorable,' says can protect themselves from the be trimmed 27 4% to $2,828 nually to reflect Inflation and
Ridge, Ill -based Insurance Admin- cost shift that will come about

Mr. Mooney of from $3,894 and reimbursement changes in the Medicare popu-
istration Center Inc, the claims once RBRVS 15 fully implemented for cataract surgery would be lation
administrator for the insurance Nationwide. is through managed care" he said cut 19 5% to $1,227 from Another multiplier will be in-
programs offered by the National Wyatt's Mr Mayer urged em- $1,524 cluded in the formula to ad}ust
Assn of Wholesaler-Distributors, ployers that want to negotiate any However, reimbursement for the reimbursement of physic-
also believes insurers will not hesi- changes in contracts with provid- physician office visits would be lans in urban and rural areas to
tate to adopt such a fee schedule indemnity plans, but these plans ers to do so before the Medicare hiked 24% to approximately $28 account for such factors as com-

"I think most of them will try to will result only in a shifting of physician fee reimbursement sys- from about $23, the PPRC esti- munity size-and therefore the
ride the wave of what they perceive costs to employees, not an actual tem is implemented nnates number of patients a physician
as a cost-control measure," he reduction in costs "Once the squeeze is on, it will In addition, the commission has the opportunity to treat-
said But many employers feel they be increasingly difficult to negoti- expects reimbursement for a and the cost of repairing equip-

William Mayer, a medical con- can no longer pass along additional ate these changes," because doc- comprehensive consultation ment
sultant in the Washington office of health care costs to workers, noted tors will resist further fee setting would be increased 11 8% to The physician reimbursement
rhe Wyatt Co, agreed Mr Mayer of Wyatt from payers, he said $104 from $93 system is accurate and objective

"It is easy for an insurance com- "Many employers have already Others do not feel such a sense of However, the Health Care because it takes into account
pany that has a preferred provider gone into a period of cost shifting urgency Financing Administration lS some of the expense Involved
organization network to imple- onto employees Any further cost "Practically speaking, I think still developing the new phys- in providing medical care, said
ment RBRVS within the program," shifting will not be well-received," there is a good lead time I don't ician fee reimbursement sched- Ri chard Finni, director of
he said, referring to the new Medi- he said think there lS going to be any real 1 ule managed care services at Buck
care "resource-based relative Many experts say that a man- push toward trying to adlust until The new reimbursement sys- Consultants Inc in Secaucus,
value schedule" for reimbursing aged care program, like an HMO or the fee schedule in marginally im- tem is expected to be completed N J
physicians PPO, would offer the best protec- plemented," said Mercer's Ms

Several insurers say they are be- tion from physician cost shifting Pflaum

ginning to examine the feasibility "You're in better shape to deal In the meantime, the U S Cham-
of adopting a similar physician fee with' the cost shift if you are in ber of Commerce in Washington,
reimbursement schedule managed care than if you are in an DC,is engaging in talks with

"We are looking at the sched- operation that lS open-ended like a members about employers' op- Insurance services guideule," said Mr Lane of Mutual of ma]or medical program, where you tions
Omaha have no control over the provider," Consultants also point out that

-We feel adoption of a fee sched- Mr Moran of New York Life said the new Medicare physician reim-
ule is favorable" if it is a better Any health insurance product bursement system could actually
way to limit costs for employers that offers a managed care feature cause employers problems in their InPhoto Surveillance CASUALTY ACTUARIES, INC.
and the insurer, said David "will see an increase" in interest efforts to control retiree health · Loss Reserve and Rate Evaluations for

Mooney, associate vp for group op- from employers, predicted Dan care costs by forcing some health USA Insurance Companies and Self-Insureds
· Statutory letters of opinion on loss anderations at Nationwide Life Insur- Dragalin, vp of group medical ser- maintenance organizations to drop

ance Co of Columbus, Ohio vices at Prudential Insurance Co their Medicare risk contracts 4,6#J# 800-822-8220 loss expense reserves
77 West Port Plaza, Suite 550

"There's a trend toward putting of America in Newark, N J Under such a contract, an HMO
in a schedule of fees in contracts," However, because managed care agrees to provide treatment to FAX: 800-752-0720 St. Louis, Missouri 63146-3107

(314) 878-5002
said Joseph Moran, vp and actuary plans restrict access to physicians Medicare recipients in return for a
at New York Life Insurance Co of as well as services in some in- fixed payment from the Medicare
New York stances, some employees may not program

The increasing gap between the agree to participate in such plans, As primary care physicians seek
fees paid by PPOs and those paid said Mr Lane of Mutual of Omaha higher fees that the Medicare phys- ..... If You Want To {}< Medical Costs Up To 33%
by plans without managed care "Some people value that freedom ician reimbursement system is ex-
measures is fueling that trend, Mr of choice," he said e've Got The Solutionpected to allow and specialty phys-
Moran said Nancy Buckman, director of icians resist the lower fees to be

But some insurers say it 8 too managed health care at John Han- paid under the new system, HMOs
soon to speculate on whether mov- cock in Boston, agreed will find it tougher to maintain a

NIEDICAL B*LL REVEEW SYSTJBM
ing to the new fee schedule is pru- "Many employees want complete profit margin on their Medicare
dent coverage and complete freedom of patients, said Brenda Ballard • Validates Bills Against State Fee Schedules

For example, Aetna Life Insur- choice and are not willing" to Pflaum, a consultant in the Chi- • Eliminates Cost Of Outside Review Services

ance Co in Hartford, Conn, has move to a more restrictive health cago office of William M Mercer • Increases Staff Productivity
reservations about moving too fast, plan Meidinger Hansen Inc • Identifies Over Utilization & Causal Relationship Problems
though it is investigating using an Employers that negotiate health Medicare's new physician reim-
RBRVS care benefits with labor unions bursement schedule "will not make INSURANCE SOFTWARE PACKAGES, INC.

"But, we need more time to look may find it particularly difficult to lt easier for HMOs" to maintain a 5118 N 56th Street, Tampa, FL 33610
at this," said a spokesman, noting move from an indemnity plan to a profit margin, Hewitt's Mr Sperl- For More Igonnation Call: that Aetna is "very concerned" managed care plan, observed Ro- ing agreed (800) 237-8133 US

about the possibility of cost shift- bert Hertenstein, medical director But, HMOs may find it difficult (813) 621-6069 FL

ing from health care providers Come See Us At RIMS 90, Booth # 114/116, Hynes Convention Center, Boston, MA. 4/29 5/4.of group insurance at Caterpillar to leave the retiree market because
Many Blue Cross and Blue Shield Persuading labor to accept a of added "pressures from employ-

plans are considering using an managed care plan that reduces ers" who will only enroll their ac-
For advertising inform.Ition in tlie INSUAANCE SERVICES GUIDERBRVS, but they want to evaluate covered services or access to health tive employees in an HMO "if they

Cont,Ict M,irg,Iret Hikido 740 Rll•,11 Street Clue,igo, Illinois 60611the new Medicare reimbursement care providers is not easy, he said can also enroll their retirees," Mr
Telephom> (312) 649-5340system first, said Carron Maxwell, While Caterpillar offers health Sperling said .
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LONDON-H S Weavers (Underwr.ting) Agencies Ltd, by Tillmghast (BI, May 1, 1989)
formed in 1962, is not a Lloyd's of London underwriting Weave rs' years May 1989. Loss and unearned premium reserves for Wal-
agency, though it has often been mistaken for one brook are within a range considered "reasonable," says Til-

Weavers, owned by London United Investments PLC, spe- linglast in a qualified endorsement (BI, May 8, 1989)
cializes m writing U S casualty business on behalf of members Later in May, Walbrook reports reserves for outstanding
of its underwritmg slip, which now Include Walbrook Insur- of worry, doubt claims at year-end 1988 of 231 million pounds ($418 mil-
ance Co Ltd and Anglo American Insurance Co Ltd lion), up 57% from 147 million pounds ($276 million) at

Here is a chronology of events affecting Weavers and LUI 358% of the slip, and Louisville Insurance Co Ltd m London, year-end 1987
during the 1980s owned by Humana Corp of Louisville, Ky, with 3 74% Meanwhile, LUI reports that two directors and a former

1983-1985. LUI raised 122 milhon pounds in additional Kraft Insurance Co Ltd ln London, a subsidiary of Glen- director have transferred to LUI their previously undisclosed
capital for Walbrook, an LUI subsidiar> By the end of 1985, view, Ill -based Kraft Inc, and El Paso reduce their participa- shareholdings m Michigan-based underwriting agency Russell
total capital and surplus was 19 3 million pounds tion Walbrook's participation is increased to 41 9% of the sllp Reinsurance Services Inc without taking any payment (BI,

November 1985. Weavers introduces a controersial claims- from 36 14%, and Anglo-American's participation is Increased May 22, 1989)
made form that lS less strict than the new Lloyd's claims-made to 39 75% from 33 42% {BI, Jan 11, 1988) July 1989. Transit Casualty Co 's receivers and Weavers
policy (BI, Nov 25, 1985) April 1988. Four more msurers are dropped, from the Weav- say they will work together to determine Weavers' liabill-

April 1986. Some brokers worry that Weavers' decision ers slip following market concerns about the shp's security ties as a Transit reinsurer after a London newspaper re-
to stop writlng new casualty business from Apr·11 1 to July 1 Kraft, which wrote 5% of each rlsk, El Paso, which wrote 5 5%, ports that Weavers faces $300 million in losses from rein-
was prompted by financial problems Insurance Solvency In- The Mutual Remsurance Co of Bermuda, whose ultimate par- surance ceded by Transit Casualty Weavers said those losses
ternational Ltd of London said the "big concern is if their ent was the American Newspaper Publishers Assn and which do not exceed $60 million (BI, July 10, 1989)
reserves are adequate " But Weavers Managing Director Peter wrote 52%, and Compagnie Europeene D'Assurance Indus- October 1989. Head Insurance Investors (Bermuda) Ltd
Wilson said the moratorium was prompted solely by a glut of trielle m Belgium, a unit of Petrofma of Italy, which wrote announces the purchase of Anglo Amencan from CalFed Inc
business it could not handle (BI, Apnl 7, 1986) 2 65% (BI, April 18, 1988) for 64 5 mllhon pounds ($105 8 milhon) (BI, Oct 16,1989) It

July 1986. The moratorium on new U S excess liability May 1988. Walbrook reports an aftertax loss of 24 mil- was approved m February by the Bntish government
business is lifted LUI raises 234 million pounds in addl- lion pounds for 1987 ($4 5 nillion at appropriate exchange March 1990. John Head, chairman of Head Insurance Inves-
tional capital for Walbrook By year-end, Walbrook's capi- rates) compared with a 14 million pounds profit for 1986 tors, says "for the time belng, we are completely supportive of
tal and surplus equals 54 4 million pounds (BI, July 21, 1986) ($20 million) An exceptional claims provision of 85 mil- Weavers" (BI, March 12)

April 1987. CalFed Inc announced activation of a new lion pounds ($16 1 million) accounted for part of the loss Meanwhile, Transit's receiver charges that LUI officials
London market excess insurer, Anglo-American Insurance Co (BI, May 23, 1988) helped slnk Transit through a Joint investment with Transit
Ltd, with $80 million in capital and surplus Its policies would September 1988. Lin acquires Louisville, Kraft and Mutual in two managing general agencies that produced loss-rid-
be underwritten by Weavers m London (BI, April 13, 1987) Reinsurance for 150,000 pounds ($252,000) LUI Chairman dled business for the insurer (BI, March 19)

August 1987. For 9 million pounds 1$144 million at the Ronnie Driversays the companies wereacquired to ensure an March 26. LUI announces that Walbrook suspended its un-
time), LUI-Weavers' parent-purchases El Paso Insurance orderly runoff of their business (BI, Sept 26,1988) derwntmg, though lt W111 continue to pay claims However,
Co Ltd ·, which insures 65% of the Weavers line slip (BI, January 1989. LUI announces it will acquire the CalFed other LUI insurance units that are m runoff have suspended
Aug 3, 1987) Insurance Syndicate Inc on the Illinois Insurance Exchange for their payment of claims until further notice LUI also an-

January 1988. Two Insurers are removed from the Weav- $12 7 milhon (BI, Jan 9, 1989) nounces it has suspended trading of its stock on the London
ers slip and two reduce thelr participation after Marsh & April 1989. In letters to former, current and potential Weav- Stock Exchange (BI, April 2)
MeLennan Cos Inc raised concerns about the discounting ers clients, Alexander & Alexander Inc casts doubt on the Meanwhile, Head looks for additional capital to help with
of loss reserves by five of the line shp's eight msurers financial strength of Walbrook (BI, April 24, 1989) LUI's stock the runoff of the Weavers line slip and the establishment of a

Removed are Ludgate Insurance Co In London, whose ulti- price drops sharply, and Walbrook announces that it expects restored facility to write U S casualty business
mate paient is Chicago Multi-Hospital Services, which wrote an Increase in loss reserves at year-end 1988 will be endorsed -By Stacy Shapiro

Amid the smoke, some brokers saw fire'
By LAURA MAZZUCA cede the suspension of under- "I was absolutely surprised," Some agents and brokers were New York, Zurich American Insur-

wri:ing at Walbrook Insurance Co said Randall Goss, president of more surprised than others ance Co of Schaumburg, Ill, and
While some brokers say they saw Ltd late last month caught them U S Risk Insurance Agency Inc, a In Florida, the state chapter of The St Paul Cos Inc of St Paul,

it coming a mile away, others con- off guard Dallas wholesaler the National Assn of Professional Minn

London-based Walbrook, which Insurance Agents was setting up an The rates charged by these insur-
until last month had written 55% association errors and omissions ers were "a little bit higher, but
of the U S casualty line slip man- insurance program for more than you get what you pay for," Mr
aged by H S Weavers (Under- 500 member agents Fifty-five per- Marks said
writing) Agencies Ltd, had "al- cent of the coverage was to have

Fraudulent Bonds
ways offered a consistent and loyal been written by the Weavers slip

Notice and D,scla,mer market," Mr Goss added Underwriters had assured the

Weavers was characterized by "a agents-who were aware of A&A's
high degree of professionalism and warnings on Walbrook last year-TO THE GENERAL PUBLIC, ALL PRINCIPALS, OBUGEES AND HOLDERS OF SURETY
integrity, and better claims pay- that there were no problems, said

V

BONDS AND FINANCIAL GUARANTEES

Several recent cases have come to our attention involving the fraudulent execution of ment patterns than we've experi- chapter President Gerry Park
Surety Bonds and Financial Guarantees using the names of one or more of the following enced from others " "The financials seemed fine We
members of The Chubb Group ot Insurance Compa,les Other wholesale and retail bro- went through everything," said Mr

kers say they were aware of doubts Park, who lS also president of Park
Index

Federal Insurance Company
Pacific Indemnrty Company about the security behind the & Associates, a Boca Raton, Fla,
Vigilant Insurance Company Weavers slip that were raised by agency "It was a good concept, it

Great Northern Insurance Company
Northwestern Pacrfic Indemnity Company brokers Alexander & Alexander gave them (agents) what they Issue of April 9

Texas Pacific Indemnity Company Services Inc last needed "
Chubb Custom Insurance Company of Delaware spring and by PIA members

Chubb Insurance Company of New Jersey
Marsh & MeLen- '1 always felt there approved the Advertiser Page #Chubb Lloyds Insurance Company of Texas
nan Cos Inc in plan, but the pa-

U S Branches c- late 1987 (BI, was a problem' perwork was de- Affiltated FM/Appalachian 6-7

Alliance Assurance Company, Limited April 24 1989,
The London Assurance with the Weavers layed by associa-

Amencan Int'l Group 9BI, Jan 11, tion attorneysThe Sea Insurance Company, Ltd
Sun Insurance Office, Limited 1988) But many slip, says and the coverage Bermuda Government 12

say they thought was never
At no time did the individuals or organizations named below have authority to repre- any reserve defi- bound, he said Care Review 24sent any members of The Chubb Group and to bind execute or issue any bonds and other

types of insurance coverage ciencies at Wal-

Andrew H. Marks.

Walbrook's
brook or other problems did not Chubb 28

Richard Markmore-Los Angeles, CA underwriters on the slip had been come as a surprise to some brokersLarry D Hill-Houston, TX CIGNA 32
Bill Casey-no address available shored up "We don't have one line here
Dan Bickmore-Santa Mana. CA At Thomas F Sheehan Inc , a with Weavers because about a year Environmental Comphance 4Kenneth Hunter-Santa Mana, CA wholesale brokerage in Schaum- ago we figured, 'Where there'sJohn Hicks-Santa Mana, CA

Great American Insurance Agency-Houston, TX burg, Ill , officials who had re- smoke, there's fire,1 " said Andrew General Rehabihtation Serv 11
Pacific Surety, a division of 2nd Pacific Fmance, Inc -Santa Mana, CA viewed Walbrook audit statements H Marks, president and chief ex-

and actual·ial reports for 1988 and ecutive officer of MLW Services Great Amencan Insurance Co 10
Any bonds and other types of insurance coverage bound executed or issued on

behalf of any member of The Chubb Group bythe Individualsororganizations named above beyond believed the Weavers slip Inc, a specialty and mid-market
Media/Professional Ins 15are not genuine andall submitted claims willbe den,ed Ifyouhave knowledge of or are in was financially sound, said Presi- broker in New York

possession of bonds, powers-of-attorney or other insurance contracts bound executed dent Thomas F Sheehan "I always felt there was a prob- NAC Reinsurance Compaliy 5or issued by these individuals or organizations, please write tc
Because "we did not see any lem," said Mr Marks, who moved

Mr Frank Robertson mass exodus" from Weavers, the all business brokered by MLW National Remsurance 18
The Chubb Group of Insurance Companies underwriting suspension came as Services business to other insurers

15 Mountain View Road

a complete surprise, said Marcus by late last year Nils Publtshing Company 13PO Box 1615

Warren, New Jersey 07061-1615 Payne, executive vp and chief But even before questions con-
Protection Mutual Ins Co 16-17operating officer of Crump E&S cerning Walbrook's security sur-

Verify to Protect Yourself Group in Dallas, the nation's faced, MLW considered the Weav-
fourth-largest wholesale brokerage ers slip a "court of last resort,"

Swiss Life 22
As a precautionary step, we urge you to verify the authenticity of any Surety Bonds or

Financial Guaranty Bonds which have been executed on befalf of any member of The based on 1988 premium volume useful only for volatile business Vermont Insurance Management 12Chubb Group of Insurance Companies, by writing to Mr Robertson enclosing copies of the Having been a London market At most, MLW had placed onlybonds or policies along with any other documentation in your possession
fixture for many years, the Weav- $400,000 to $500,000 in premium Floyd West & Company 24

ers slip had an aura of invulnera- volume for long-tail professional

I bility, said one retail broker who and product liability risks with the
asked not to be named Weavers slip, he said

"They've been around for a num- Among those insurers thatCHUBB

ber of years and were there m the picked up business that MLW pre- Business
Group of Insurance Companies past when we needed them," he viously placed with Weavers were Insurance

said, noting that he was "shocked" American International Group Inc
at the underwriting suspension and The Home Insurance Co of
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Walbrook's future tiate with former members of the DTI Walbrook's 1989 returns have Update-
line slip for the runoff of their not yet been filed

Cont:nued from page 1 companies Munich Reinsurance Co of Mun-

needed to win back client and bro- "Brokers are concerned about ich, West Germany, lS Walbrook's Federal quake cover proposedker confidence " the orderly administration (of leading reinsurer, according to the
Head Insurance Investors and claims)," he said "We have to DTI returns Walbrook paid Mun- Continued from page 2

Anglo American are continuing to make sure that the claims are paid ich 33 3 million pounds ($62 9 mil- quake insurers under the bill, Introduced by Reps George Brown, D-
negotiate with other companies to in an orderly manner " lion at year-end 1988 exchange Calif, and Sherwood Boehlert, R-N Y
reinsure Anglo American to allow Mr Head said that new business rates) ln relnsurance premiums ln A spokeswoman for Rep Brown said a Senate version of the bill is
it to increase its capacity written by Anglo American would 1988 expected to be Introduced within a few weeks

In another development, the es- not be written by the same team of Walbrook also paid 3 3 million

tate of defunct Transit Casualty Weavers staffers "We won't take pounds ($6 2 million) in reinsur-
Co is exploring the possibility of the same team which brought you ance premiums to Lloyd's of Lon-

Refurbished satellite insured
pursuing a court-supervised runoff major problems " don underwriters in 1988, accord- LONDON-The first Western satellite to be launched in China

of Walbrook (see story, page 31) While selected Weavers employ- ing to the returns had no trouble flndmg launch insurance in London, despite the $245
Walbrook, which writes 55% of ees might be chosen to help admin- However, Walbrook paid 8 1 million loss of two Japanese satellites m February

' the Weavers line slip, suspended ister new business, "that's up to million pounds ($15 3 million) in Asiasat 1, which was to be launched Saturday by a Chinese Long
underwriting late last month John Cumming," the new chairman reinsurance premiums in 1988 to March rocket, has $120 million of coverage from state-owned Peo-
pending finalization of an actuar- of Anglo American, according to El Paso Insurance Co Ltd of Lon- ple's Insurance Co of China

1 ial report on Walbrook's and six Mr Head don, an LUI subsidiary and a for- But 80% of the coverage is reinsured m the London market, said
LUI companies' reserves by the In another development, the DTI mer participant on the Weavers Martin Hedley, managing director-aviation division of Willis Faber
Tillinghast division of Towers, has appointed London-based ac- slip, Desert Insurance Co Ltd of & Dumas Ltd, the Lloyd's of London broker that placed the cover-
Perrin, Forster & Crosby Inc (BI, counting firm Binder Hamlyn to Bermuda, a subsidiary of El Paso, age Lloyd's Anel syndicate leads the reinsurance
April 2) audit Walbrook's accounts, con- and London United Reinsurance The coverage covers the value of the refurbished satellite, plus

Those six LUI insurers have firmed Mr Wilson Co (Bermuda) Ltd, another LUI the cost of a relaunch, as well as 12 months of successful operation
stopped paying clai;ns While Mr Wilson contends that subsidiary The satellite is owned by Asia Satellite Telecommunications, a Hong

Mi Wilson said last month that the LUI board made the decision to El Paso, Desert and London Kong unit of Cable & Wireless PLC of London, Chma International
Walbrook may have to post addl- halt underwriting at Walbrook, the United Re are among the six LUI Trust & Investment Corp m Bellmg, and Hutchison Whampoa Ltd, a
tional reserves for unrecoverable DTI maintains that it ordered Wal- subsidiaries that have stopped Hong Kong importing and distributing firm
reinsurance if the six LUI insur- brook to stop writing paying claims Reinsurance rates quoted the day after the loss of two Japanese
ance companies, which at one time The DTI warned Walbrook as In addition, Walbrook ceded al- communication satellites were lower than expected, Mr Hedley noted

, reinsured Walbrook, are found to early as last fall that an under- most 1 1 million pounds ($2 1 mil- (BI, March 5, Feb 26) The Insurance "was oversubscnbed and well
be insolvent However, Mr Wilson writing slowdown could be neces- lion) in reinsurance premiums to received" by underwriters, he added
said! Walbrook would still have a sary, John Redwood, Britain's LUI subsidiaries LUI Insurance This is the second time this satellite has been Insured in London

surplus even if additional reserves minister for corporate affairs, re- Syndicate Inc on the Illinois In- Asiasat 1 15 the refurbished Westar VI satellite formerly owned by
are needed vealed last week surance Exchange and The First Western Union Corp that failed to reach geostationary orbit in 1984

Although Tillinghast has given The department told LUI in Oc- Reinsurance Co of Hartford, (BI, Feb 13, 1984)
preliminary actuarial figures to tober that lt "needed to discuss a Conn, which were not affected by Underwriters paid Western Union $105 million for the loss, then
both Walbrook and the British De- substantial reduction in the new last month's announcement launched a $10 5 million salvage effort m November 1984 Astro-
partment of Trade and Industry, Until details of the Tillinghast nauts on the space shuttle Discovery recovered it and another satellite,
Tillinghast's final report is not ex- actuarial review are released, it lS both of which underwriters later sold

pected to be completed before Eas- 'Clients are staying difficult to assess what impact a
ter, sources say potential insolvency among some

Anglo American's financial well- very cool and calm of LUI's smaller insurance com- Conoco self-insured for pact
being has not been questioned and are watching panies would have on Walbrook, PONCA CITY, Okla -Conoco Inc says its self-insurance program

Mr Wilson said last week he still observers say would cover a proposed $23 rmllion settlement of a class-action suit by

1
hopes that Walbrook will start un- the situation,' However, observers fear that lf 400 families who claim a Conoco refinery contaminated groundwater
derwriting again and that the says one broker. Walbrook fails to resume under- with toxic chemicals

Weavers underwriting slip will be writing, it may quickly become in- Under the settlement-one of the largest of ltS kind-Houston-based
revived sohent because of a lack of new Conoco would pay about $18 million to buy the families' homes in

However, Mr Wilson confirmed premium volume, even though Ponca City, Okla
that a capital inJection will be re- business taken on by Walbrook," Walbrook says its current reserves Claims from others who lived near the contaminated water would

quired before Walbrook can re- Mr Redwood said are adequate be paid from a $5 million fund Conoco has estabhshed
sume underwriting He would not "The Department required an ''A long-tail casualty un- Under the settlement, which is subject to approval by a federal Judge,
discuss where that capital could be actuarial report into Walbrook and derwriter cannot afford to stop un- Conoco, a subsidiary of E I du Pont de Nemours & Co, would not adrmt
found its subsidiaries in January 1989," derwriting It's the lack of cash liabnity

"It is in the interests of the whole Mr Redwood said in response to flow which will kill it," noted one
market for the group to get itself questions from David Shaw, a broker Housing benefit bill approvedtogether if we can Just have a member of Parliament, about the A liquidation of any of the LUI
breathing space and no specula- DTI's actions in the Walbrook case insurers would have a devastating WASHINGTON-A new employee benefit-fmancial assistance to
tion," he said This report, prepared by Tillingh- impact on the reputation of the meet housing costs-could be negotiated m collective bargammg agree-

Mr Wilson and brokers note that ast, was received in June 1989, he London market, others contend ments under a bill President Bush is expected to sign
so far most policyholders are being noted There have been relatively few The House last week passed H R 4073, introduced by Rep Wil-
supportive of Weavers and are "The department, after consult- insurer or reinsurer liquidations in ham Clay, D-Mo, that would amend the Taft-Hartley Act or 1947
monitoring the situation carefully ing the Government Actuary's De- the London market, and most of to allow employers to create trusts designed to help workers pay for
rather than panicking partment, put various questions to these liquidations have been very housing costs

"We have had very few midterm LUI in August and September small, noted an accountant in the The Senate passed its version of the bill, S 1949, Introduced by
cancellations," said Mr Wilson 1989 In October the DTI told LUI liquidation depa'rtment of one of Sen Edward M Kennedy, D-Mass, 1n November 1989

"Clients actually are staying that it would require a further ac- London's major accounting firms
very cool and calm and are watch- tuarial report covering all the Even if one of the small LUI sub- Arbitration award challengeding the situation," said one broker (LUI) U K insurance subsidiaries sidiaries should prove to be insol-

However, policyholders "expect and that the department needed to vent and lS liquidated, it would be LOS ANGELES-Canadian Reinsurance Co lS trying to vacate
some early comment and (Wal- discuss a substantial reduction in more calamitous than the bulk of an arbitration rulmg agamst a company it remsured, claimmg a lawyer
brook) may be testing them too the new business taken on by Wal- the 40 or so insurer liquidations for the wmnmg party and the umpire had a "personal relationship "
much" if an announcement about brook," Mr Redwood said that have occurred in the London The allegations echo similar charges leveled in January against
Walbrook's future iS not made "None of the other U K insur- market over the last 40 years, he the same umpire and attorney in another case Six reinsurers in
shortly, the broker added ance companies in the group were predicted the Pacific Reinsurance Management Corp pool had sought to have

Meanwhile, Anglo American and authorized to take on new insur- One stock analyst, meanwhile, a $94 5 million arbitration award against them overturned on the
Head have been negotiating with a ance business," Mr Redwood suggests that London brokers same grounds (BI, Jan 22, Jan 15)
number of other companies to added should organize a market rescue of In a complaint filed m Los Angeles Superior Court, Canadian Re
write quota-share or excess-of-loss "The regulatory action to stop Walbrook and Weavers labeled as "corrupt and biased" a December 1989 arbitration decision
reinsurance for Anglo American to new business being taken on by "Given the embarrassment to the ordermg North American Remsurance Corp to pay $14 million to Ca-
allow the insurer to boost its ca- Walbrook, announced at 8.30 a m London market as a whole and to nadian Insurance Co of Cahfornia The arbitration Involved a cispute
pacity, Mr Head said on March 26, was on the basis of the brokers in particular which the over coverage of Canadian Insurance claims Toronto-based Canadian

"The net lines (to Anglo Ameri- Tillinghast's preliminary work possible insolvency of Walbrook or Re remsured North American for 100% of the busmess, court papers
can) would be the same, but the which Schroders, the recently ap- any of ltS subsidiaries would cause, say
gross lines would be higher," he pointed merchant bank advisers to it is in their interests that some Canadian Re, which was not directly involved in the arbitration
said "We've been in discussions LUI, reported to the department" sort of effective rescue package lS but is acting as a "party m Interest," charges that arbitration um-
with more than one person " on March 24, Mr Redwood said created should tt become neces- pire William C McIlwame Jr had an undisclosed personal relationship

Head Insurance Investors has Although LUI believes that Wal- sary," Julianne Jessup, an analyst with Canadian Insurance lawyer Lmda M Lasley and a busmess rela-
alsd' offered to buy the assets of brook's reserves are adequate, with Barclays de Zoete Wedd, tionship with Ms Lasley's firm, Buchalter, Nemer, Fields & Younger of
Weavers for an undisclosed price, Walbrook was forced to stop un- wrote in an analyst report Los Angeles
said Mr Head, adding, "I haven't derwriting because of concerns "We do not believe that the Canadian Insurance has not answered the complaint but wi:l seek
heard a response '' The assets over the adequacy of the reserves major brokers themselves would be to have it thrown out, said Cliff Meyer, a partner with Buchalter,
would include the "books, chairs, of six insurers owned by LUI and ma]or participants in funding such Nemer

pens, paper, records" of the com- now in runoff a (plan)-they lack the ,capital to
pany and the leasehold on Weav- Some of these insurers formerly do so," she wrote, adding, however, Briefly noteders' offices participated on the Weavers' slip, that the brokers "are best posi-

However, the purchase would though all had been removed from tioned to organize some kind of Passengers of Pan American World Airways claim m a lawsuit
not include Walbrook or the other the slip by April 1988 because of rescue " seekmg class-action status the airline fraudulently collected $18 million
LUI insurers concerns over the small capitaliza- "There may not appear to be from a $5 per-ticket service fee for security measures that they claim the

Mr Wilson could not be reached tion of some participants on the much direct incentive for London airline never provided More than 300 Lloyd's of,London members
late Friday to comment on Mr Weavers slip (see story, page 28) market underwriters to participate last week sued Pulbrook Underwriting Management Ltd., a Merrett
Head's proposal However, at least one of the in- in such a package, but the insol- Holdings PLC unit, and seven Lloyd's members' agencies over huge

By buying Weavers' operations, surers removed from the slip con- vency of LUI would almost cer- losses from U S liability business Pulbrook had warned members on
Head Insurance Investors could tinued to reinsure Walbrook in tainly cause a serious loss of confi- the still-open 1982 underwntmg year for syndicate 90 of a 1990 cash
"deal with the orderly administra- 1988 and four other LUI subsi- dence in the London market as a call of 28 7 milhon pounds ($46 8 million) (BI, Feb 12) Benefit con-
tion" of the runoff of the Weavers diaries also were ma]or reinsurers whole at a time when competitive sultant William M Mercer Meidinger Hansen Inc lS shortening its name
line slip, said Mr Head, who ad- of Walbrook, according to Wal- pressure from other markets is in- to William M. Mercer Inc.

mitted that he would have to nego- brook's 1988 returns filed with the creasing," she noted .
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Replacement cover James vp Michael Hammer, adding MeGriff, Seibels & Williams Inc m A Lloyd's underwriter confirmed tive basis and conditions may be
that Weavers policyholders are Birmingham, Ala that he was willing to provide a re- more specific than conditions cur-Cont:nued from page 1 "more likely to get occurrence cov- Mr Dinbar added that most of placement extended reporting pe- rently existent on coverage in ex-pended claims payments pending erage from U S underwriters " his clients have also elected to wait mod for some risks cess of the $25 million attach-completion of the actuanal study ' In some cases carriers are offer- for further Information from Lon- "If the risk obviously is a horror ment "

LUI's chief executive concedes ing occurrence coverage and in don before making any decisions story I ]ust wouldn't write K at On placements above $25 mil-
that these six companies, four of some cases claims-made coverage about moving their business mid- all," the underwriter said, explain- lion, X L typically offers full priorwhich at one time participated on It goes account by account, de- term ing that the issue of an extended acts coverage However, for place-
the Weavers slip and all of which pending on the risk," agreed Ri- "Most people have chosen to reporting period by itself is not a ments from $15 million to $25 mil-
have reinsured Walbrook, may be chard A Maxwell, senior vp and adopt a wait-and-see attitude major problem lion, it is limiting prior acts cover-insolvent

director of marketing and profes- Their thought process is that it In addition to worries about the age to events occurring on or after
The financial stability of Anglo sional standards for Corroon & may be a week to 10 days too early extended reporting period, policy- Jan 1, 1986

American Insurance Co Ltd of Black Corp in New York to see how this will sift out," said holders must be sure that the ret- "We are not out to make market
London, which wrote the other "Everybody is surprised at the J&H's Mr Grayson roactive date of a replacement share off this,'' Mr O'Hara
45% of the Weavers line slip, has speed with which insurers have re- "We have given our clients infor- claims-made policy is the same as stressed "We knew there could be
not been questioned, and Anglo sponded" to Weavers policyholders mation as to Weavers' situation the retroactive date of the Weavers four or five April 1 renewals com-
American's new owner said he left without coverage on April l, and suggested a reassessment of coverage to ensure there are no ing up which could be in difficul-
hopes to resurrect some form of said Richard M Grayson, senior vp the Weavers participation in their coverage gaps ties, so we are just doing this toline slip similar to the Weavers of Johnson & Higgins of Georgia in programs," Mr Ruoff noted
slip Atlanta The retroactive date in a claims- help out our policyholders "

Since excess liability coverage made policy bars coverage for any J&H's Mr Turner, who was oneBrokers report they have been "We almost get the feeling that for US policyholders was written events that occur before that date of the architects of PRIMEX Ltd,a i
able to find replacement markets insurers had been waiting for an by Walbrook and the other line slip In most Weavers policies, the ret- Barbados policyholder-owned lia- i
fol clients whose coverage was to opportunity to have a chance at underwriters on Weavers' claims- roactive date is the date of the in- bility insurance facility for chemi-
renew April 1 with Weavers, which some of Weavers' book It is viewed made form since the end of 1985, ception of the first claims-made cal manufacturers, says J&H is ar-
had been the largest market in as good business," Mr Grayson policyholders and brokers must policy purchased by the policy- ranging replacement coverage forLondon for U S liability insur- observed take special precautions when ne- holder PRIMEX members that had pur-ance

In addition, "the terms do not gotiating replacement coverage, Richard D Turner, vp of J&H of chased excess coverage throughAn array of U S insurers-in- appear predatory, which indicates brokers point out Georgia, said that "most of the Weavers
cluding American International that there lS a competitive market- Mr Ruoff noted that "we Reed to markets we have seen that are Of PRIMEX's 19 members, 16
Group Inc, Reliance Group Hold- place for most of Weavers' busi- give our clients the full spectrum coming up with (claims-made) al- elected to purchase $20 million inings Inc, Berkshire Hathaway Inc, ness," he said
The St Paul Cos Inc , CNA Finan- of options that may be available, ternatives to Weavers' coverage coverage primarily written by

Lloyd's of London underwriters including the possible downsides midterm are offering the same Weavers excess of PRIMEX's owncial Corp and Zurich-American are filling the gap left by Weavers of early termination " terms and conditions and retro $5 million layerInsurance Group-say they will for trucking clients of Financial One of the downsides of a mid- date" that Weavers had in place According to Mr Turner, the
consider accounts previously writ- Guardian Group Inc in Kansas term cancellation is the possible "If they do, then the policyholder first $5 million of the $20 million 1ten by Weavers City, Mo, said FG Chairman and affect that would have on the ex- is OK But, if you don't get a con- layer was written exclusively by 1

In addition, underwriters at Chief Executive Officer Donald R tended reporting clause-also current retro date from the new the Weavers line slip The coverage
Lloyd's of London and other Lon- Weber FG's surplus lines bro- known as the extended discovery carrier, then you have a problem," was written on Weavers' claims- F
don underwriters say they are kerage subsidiary, FG Special Risk or "tall coverage" clause-in Mr Turner added made form rather than onwilling to write the coverage

And, last week, Bermuda-based 1 He also pointed out that most in- PRIMEX's claims-made form

X L Insurance Co Ltd, the polt- surers that are replacing coverage In addition, 87 5% of the next
'It looked like the end of the world a week ago, but written by the Weavers line slip $15 million was written by Weav-cyholder-owned excess liability in-

surance facility, said it would drop with insurers willing to come in and fill some are excluding known events that ers, with the remaining 12 5% re-
might later result in a claimits attachment point to $15 million tained by or placed at the discre-

of the gaps' the picture is no longer quite so grim,
from $25 million for existing poh- "If it is a significant situation, tion of PRIMEX policyholders
cyholders that had purchased cov- says Renwick Severance, vp-special services for obviously the new carrier is going PRIMEX policyholders could

to want to exclude it," he said
erage from Weavers then buy coverage excess of $25

Boston-based Republic Hogg Robinson Inc.Generally, brokers last week If the policyholder has reported million from X L
an event to Weavers that has not Although X L has agreed towere quick to praise the respon-

siveness of both domestic and for- yet resulted in a claim, the broker drop down to $15 million for its
"has to make provisions for ex- existing policyholders, "that stilleign insurers in providing coverage in Houston, previously had offered Weavers' claims-made form tended discovery in the event that leaves a gap from $5 million to $15-at prices characterized as rea- two truck physical damage pro- Polic> holders can negotiate a those situations turn into claims million" for those 16 PRIMEX pol-sonable-to policyholders left grams-one through Weavers and seven-year extended reporting pe- down the road, " he said icyholder members, Mr Turnerstranded by Weavers shortly before one through Lloyd's

April 1 renewals riod if Weavers terminates or fails In addition, if a policyholder said However, "we now have in
While "Wall*ook was a little to renew the claims-made cover- cancels one or more layers of a place what amounts to a full re-

Pollcyholders with good risks are more competitive" and most of age, Mr Ruoff said (BI, July 13, multiple-layer liability insurance placement layer to the extent that
sometimes purchasing occurrence- FG's clients had chosen to use that 1987) This gives policyholders program during midterm, it would people choose to replace the Weav-
based coverage to replace the market, Lloyd's underwriters are seven years after the policy period reduce the amount of total cover- ers line slip," Mr Turner said, ex-
Weavers coverage, while tougher accepting the business previously to report claims related to events age available to the client, brokers plaining that policyholders have "a
risks continue to be written on written by Weavers at rates that during the policy period, as long as point out number of options" through a com-claims-made forms, brokers say aze not significantly higher, Mr Weavers had been notified of the Replacement coverage must be bination of domestic and foreign"It looked like the end of the Weber said events from which the claims arise arranged in such a way "that the marketsworld a week ago, but with insur- However, London observers Even though Walbrook has su- client does not dilute his coverage "No decision has been made, to
ers willing to come in and fill some noted that the Lloyd's policies may spended writing new business and inadvertently," Mr Ruoff said the best of our knowledge, amongof the gaps" the picture is no require higher retentions and are other underwriters formerly on the He noted that brokers already people in the PRIMEX/Weavers
longer quite so grim, said Renwick ritten on more restrictive policy Weavers line slip have suspended are searching the marketplace for line slip to make a move before weSeverance, vp-special services for ferms claims payments, the seven-year retroactive coverage that would renew on July 1," Mr Turner said,Boston-based Republic Hogg Ro- One London broker noted that, extended reporting clause could be protect current and former Weav- adding that "it's left up to individ-binson Inc

overall, the London market by lt- voided if a policyholder terminates ers policyholders if Walbrook and/ ual members to decide what they
However, Mr Severance ob- self "has the capabilities of picking its coverage midterm, Mr Ruoff or former insurers on the Weavers want to do "

served that "I don't see a lot of (in- up most of the capacity" lost when said line slip cannot pay claims Also, last week, ACE Insurancesurers) stepping up to fill a void" Walbrook stopped underwriting The seven-year extended report- But, "those coverages are not Co Ltd, the other huge Bermuda-in capacity for professional liabil- In fact, with the new markets ing period lS activated only if easily obtained," he said, conced- based excess liability insurance fa-
1ty Insurance-like accountants that have begun writing US ca- Weavers cancels or falls to renew a ing he 15 unaware of an insurer cility, told brokers that,in light of
errors and omissions coverage- sualty business since Walbrook policy Policyholders that cancel that would write such coverage Weavers' problems, ACE was
that was written by Weavers either stopped underwriting, "the Lon- their Weavers coverage can pur- "I haven't heard anything about willing to approve directors andon a direct or a reinsurance basis don market ironically probably has chase a 12-month reporting period anyone offering retro coverage at officers liability insurance appli-

"Our immediate concern was the more capacity for a North Ameri- for a hefty additional premium, this point, although brokers are cations within 48 hours, said Wil-
April 1 coverages and we've been can account today than two weeks London brokers report
able to find alternative capacity ago," he said certainly thinking about it," ham J Loschert, executive vp-un-

Even if Walbrook iS later found agreed Republic Hogg Robinson's derwriting for ACEfor that," said Charles L Ruoff, se- In addition, "the international to be insolvent, Anglo American Mr Severance A C E offers D&O limits of $50
nior vp of Sedgwick James Inc in and U S markets also are showing still would be committed to pay "We haven't had any success in million excess of $25 millionNew York more interest" in writing U S ca- 45% of a policyholder's claims that placing retro coverage," acknow- In addition, another Bermuda fa-Sedgwick James has been pro- sualty coverage, the broker said fall under the seven-year extended ledged McGriff, Seibels & Wil- cility, Corporate Officers & Direc-viding its clients with information However, brokers say they art reporting period for policy years liams' Mr Dunbar tors Assurance Ltd , which is man-
about Weavers as it becomes avail- advising their offices to proceed commencing after Ango American Meanwhile, Bermuda-based XL aged by ACE, writes $25 million
able and suggesting that they cautiously, especially for clients joined the Weavers slip in April announced last week that it has re- in primary D&0 coverage
reassess Weavers' participation in Khose coverage with Weavers has 1987, Mr Ruoff noted duced its minimum policy attach- But, ACE will refuse to pay anytheir insurance programs not yet expired

"Maikets m London and the U S However, he also pointed out ment point for current Weavers claims below ltS attachment point
"Our instructions to our people that since the British Department policyholders to $13 million from not paid by insurers on the Weav-

have been pretty receptive to com- are to seek alternatives and care- of Trade & Industry says it re- $25 million in the wake of Wal- ers slip that wrote below ACE's
ing in and picking up those com- fully analyze those alternatives quired Walbrook to cease under- brook's underwriting suspension excess liability layers, Mr Los-mitments that Weavers had for against existing coverages to de- writing, it could be argued that X L currently writes up to $100 chert said last week at the annual
April 1," Mr Ruoff said, adding termine what the potential ramifi- constitutes non-renewal by Weav- million in liability coverage excess meeting of the Assn of Insurance
that those placements "went much cations might be before taking any ers, even though the DTI's require- of $25 million & Risk Managers in Industry &more smoothly than we had antici- action," said Corroon & Black's ment was placed at the request of
pated " Mr Maxwell X L President Brian O'Hara ex- Commerce held in Cambridge, En-

Walbrook plained the new attachment point gland"In some cases where Weavers "We're trying to sort through A Llod's broker confirmed that was intended to help X L 's policy- "We are not going to drop down
was just a participant, other par- each individual case and we're clients canceling Weavers coverage holders fill gaps in lower layers of because of problems at Weavers,"
ticipants were willing to gross up waiting to hear what lS going to midterm risk losing the Weavers coverage caused by Walbrook's said Mr Loschert
their participation to fill the void happen with Walbrook and Anglo extended reporting period problems Only about 100 X L ex- A C E currently offers $200 mil-New business was more difficult to American," Mr Maxwell added However, the broker pointed out cess liability policyholders that lion in liability limits excess ofwork out in such a short time "We want to find out a whole lot that U S underwriters that are had bought coverage from Weavers $100 million
frame, but the response (from in- more before we make any recom- writing occurrence coverage in are now eligible for this new $10surers) has been very satisfactory," mendations to our clients," al- place of Weavers' claims-made million excess of $13 million layer, Correspondent Roger Scotton in 
Mr Ruoff explained though those clients have been ap- coverage are offering new policy- which will be written on a separate Bermuda and Associate Ed:tor

Occurrence coverage is available prised of the situation, said Bruce holders seven years of tall coverage policy Carolyn Aldred and International
for some risks that had been ln- C Dunbar, chairman, chief execu- to replace the Weavers extended According to an X L statement, Editor Stacy Shap:ro m Londonsured by Weavers, said Sedgwick tive officer and president of , reporting period "underwriting will be on a selec- contnbuted to this story



Business Insurance, April 9, 1990 / 31

Transit explores Walbrook runoff Bi Insurance Index

575

By DOUGLAS McLEOD Transit receivership officials have said ment Mr Wilson told receivership officials
576

they hope to eventually recover $500 million that Walbrook is solvent and confirmed that
LOS ANGELES-The estate of defunct to $800 million in Transit assets, mainly in the major concern iS the condition of the six

Transit Casualty Co is exploring the possi- reinsurance proceeds, of which about $100 other LUI insurance units that reinsured
bility of pursuing a court-supervised runoff million to $300 million is allegedly owed by Walbrook, according to Mr Dissenko
of Walbrook Insurance Co Ltd the Weavers slip (BI, July 10, 1989) "I don't think anyone in London, including

Transit, a major Walbrook policyholder, Weavers has maintained its obligations to Peter Wilson, is extremely sanguine about 560 
has hired Clifford Chance, a London law Transit will not exceed $60 million collecting from the six reinsurers at this
firm, to assess support among other Wal- Paul E Dissenko, director of insurance op- point," Mr Dissenko said
brook policyholders for a "scheme of ar- Like others concerned about the fate of the 555 

rangement," or court-ordered runoff, that | line slip's insurers, Mr Dissenko said he lS
would require the agreement of a malority of Transit asked a law firm to waiting to receive a summary of the actuarial
Walbrook's creditors, Transit lawyers say report prepared by the Tillinghast division of 5509

Transit, estimated to be insolvent by $3 'explore all options in order Towers, Perrin, Forster & Crosby Inc 2 re '2 0 46 4 500 0
billion to $4 billion, ceded a large volume of to minimize the adverse In their meeting in London, Mr Wilson did
reinsurance business to Walbrook and other not provide any financial information on LUI
companies on the line slip managed by H S impact of the Walbrook units that may be included in the Tillinghast | Base = 100 on Dec 29.1978
Weavers (Underwriting) Agencies Ltd * §9urce Nordby intemational Inc 1*I WZ.*V,situation,' a lawyer says. report, Mr Dissenko said

Transit has instructed Clifford Chance to Efforts should be focused on keeping Wal-
"explore all options in order to minimize the . brook in business or ensuring an orderly Insurance Industry stocks reversed direction
adverse impact of the Walbrook situation," a runoff of its book, he said last week, as the Business /nsurance /ndex

lawyer with Clifford Chance said in a state- erations for Transit, said he was "very Transit receivership officials had said be- fell 3.0 points to 566.8 on March 30, from 566.8
ment "If the Weavers pool can be refloated, alarmed" at the announcemen: last month fore the Weavers announcement that they are on April 6. Advancing issues were led by
then Transit will be happy If not, Transit that Walbrook had suspended underwriting collecting loss information in hopes of nego- Tokto Marine & Fire Insurance Ltd., up 10.0%,
Casualty wishes to cooperate in an economi- and that six other insurance units of London tiating commutations with Weavers This ef- Nobel Insurance Ltd., up 8.3%; and Re Capital
cal and constructive solution " United Investments PLC -the parent of fort is continuing, according to Mr Dissenko, Corp., up 6.7%; Declining Issues followed

From 1980 to 1985, Transit acted as a Walbrook and Weavers-had temporarily who maintained that the announcement has SCOR U.S. Corp., down 7.5%; and Phoenix Re
fronting insurer for excess liability business stopped paying claims pending the outcome not produced any greater sense of urgency to Corp., down 7.0%; Pacificare Health Systems,
produced by National Underwriting Agency of an actuarial report on the LUI subsi- the commutation plans down 6.9%. The most active issue during the
of Chicago and ceded to numerous rein- diarles (BI, April 2) "I cannot imagine putting a greater sense period was American General Corp, 4.7 mil-
surers, including the Weavers slip London- Mr Dissenko said he and other receiver- of urgency on a commutation with Weavers lion shares traded. The Bl Index lost 0.5% for
based Weavers and Transit each owned a ship officials met in London with LUI Chief than I have put on it since I joined Transit,- the period; the Dow Jones 30 Industrials
37 5% stake in NUA Executive Peter Wilson after the announce- Mr Dissenko said . dropped 0.4%; and the The Standard & Poor's

500 and the New York Stock Exchange Com-
Texas awards posite each lost 0.04%.

rl

Continued from page 3 The label warned that the product con- wrapped underneath her arms and neck in
Even Mr Black says he recommended that tained sulphur dioxide, may cause eye and 1984, he said British Issues

the offer be accepted throat irritation and should be used in a ven- Jurors awarded the damages because 1 Week

But National Union relected the offer, say tilated space, said Mr Allison However, a "there was conscious indifference to this April 5 Pnce P/E Div Yield Higr,-Low

attorneys for both sides layperson would not necessarily understand woman's safety," Mr Montgomery said Companies pence pence % pence pence

"Why they didn't settle in this case re- that using a product containing sulphur The award included $44 million in actual Comml Union 462 21 3 28 7 62 462-450 ,

mains a mystery," said Ray Marchan, the dioxide could cause death, he said damages, $35 million in punitive damages Gent Accident 1077 165 66 7 62 1084-1075

plaintiffs' co-counsel with the Brownsville Mr Black said that if the award lS upheld and $1 2 million in prejudgment interest Gdn Royal Exch 232 204 153 66 232-222

firm of Warren L Eddington on appeal, a "subsequent suit would be "We offered to settle even before disco- Royal 470 253 340 72 474--470

Sun Alliance
He pointed out that the company settled brought" against National Union for the un- very" and later proposed settling "well

312 114 167 53 312-288

Brokersfor $600,000 a suit over the 1973 deaths of insured portion of the award within the policy limits," Mr Montgomery j Bradstock 249 175 100 40 252--249two shrimpers who inhaled sulphur dioxide In the nursing home case, a jury awarded said CE Heath 523 147 345 66 523-513

gas emitted by the same product The com- $40 6 million to the family of an 84-year-old He would not disclose limits of the nursing ' , Hogg Group 149 88 97 72 155-149
pany also settled a 1981 suit that blamed a woman who died while held in a vest re- home's coverage, written by Guaranty Na-  , Uoydlliompson 285 178 9 7 34 285-285
shrimper's death on ltS product, he said straint without the consent of her physician tional Insurance Co of Englewood, Colo , a 1' PWS Holdings 63 98 33 53 63-58

Defense attorney Mr Black attributed last or family for three consecutive nights, said unit of Orion Capital Corp
f

 Sedgwick Grp 248 160 160 70 249--247

month's verdict to a sympathetic jury and plaintiffs' attorney Anthony F Montgomery Mark Wham, a defense attorney on the Steel Brrt Jones 287 151 147 58 287-286

said General Chemical plans to appeal of Hornbuckle & Montgomery in Houston case, said the large award was the result of 1, Willis Faber 260 137 160 69 265-256 '

There was no proof the shrimpers had read Jennie Zetterbaum had been a resident of pretrial publicity Source Philip Olsen/Paul Hodges, Insurance industry 3
Specialists Kiteat & Ailken Slockbrokers,a warning label that "tells you how to use Seven Acres for less than a month when she Seven Acres is appealing the decision, said

1 4
London

the product correctly," he said was found strangled with the vest restraint Mr Wham of Kam & Reedy in Houston I
--- --
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Weekly Year to Date Annual MkVBk Weekly Year to Date Annual MkVBk b 
BROKERS Pnce % change % change High Low Vol (000) $ Div % Yield P/E Book value value Pnce % change % change High Low Vol (000) $ Dw % yield P/E Book value value ) F

Lawrence insurance Group ASE 788 1.56 1053 9.13 650 0 036 457 15 329 239 |
Alexander & Alexander NYS 26.88 047 1468 Libeny Corp NYS 4750 1.88 117634 00 24.00 219 100 3.72 19 9.18 293

4800 3250 15 0.92 1.94 18 31 82

Lincoln National NYS
149

Corroon & Black NYS 32.13 0.39 1601
5200 631 14.75 6288 46754100 3163 237 136 4.23 15 12.73 252

225 260 500 9 49.19 1.06

Gallagher Arthur J & Co NYS 23.13 0.54
NAC Re Com OTC

657 2650
3350

1825
074

40 060 259 16
759

533 4.34
41.00 2388 208 0 20 0.60 14 2281 147

Frank B Hall NYS 413 3.13
Navigators Group OTC

37.50 4.50
30.50

250 259
000

000 000 2
1091

2.80 147
31 50 22 00 7 000 000 11 1522 200

Nobel Insurance LTD
Hilb Rogal & Hamilton OTC OTC 3.2515.00 000 833

1946 20.63 1125
6250 3.38 150 40

33 028 187 20 4.60
0.00 0.00

3.26 776 042 4
Marsh & McLennan NYS 7375 3.33 5.45

NWNL Companies OTC 3075 123 22.15
8975 5925 584 248 336 18 1056 698

44.13 2650 701 1.20 390 6 37.50 082 ·

Poe & Associates OTC 12.75 1.92 3.77 Ohio Casualty Corp OTC
1300 800

4250
2 040 3.14

659 1099
16 189 675

52 50 34.75 482 232 546 9 3330 128, i
BROKERS AVERAGE 07 41

Old Republic Intl OTC 2388 3.80
27

683
15

30.38 22.13 199 076 3.18 5 30.70 078 i 1
Orion Capital Corp NYS 2000 1 27 1398 28.50 1850 65 0.84 4.20 6 19.72 101

CONGLOMERATES & HOLDING COMPANIES Phoenix RE Corp OTC 1000 698 2308 1550 875 306 0 20 2.00 77 1299 0.77

Protective Lile Corp OTC 1400 0.90 1.75 1625 1088 129 068 486 9 1454 096 3
Provident Lite OTC 21 63 -2 26 1643 30.13 20.25 533 080 370 7 2324

Berkley W R Corp 093 , +OTC 3925 3.97 571 46.50 30 13  138 044 112 8 25.06 1.57 Re Capital Corp ASE 1388 6.73 431 1525 9.75 3 000 000 12 1260 110
Berksh„e Hathaway Inc NYS 682500 149 20 87 8900 00 4900.00 000 0.00 26 2869 00 2 38 RLI Insurance Corp NYS 1000 000 1268 1038 688 76 040 400 7 1071 0931
ITT (Hartford Group) NYS 53.88 0.70 10.02 64 50 51.88 899 1.60 2.97 8 5633 0 96 St Paul Companies OTC 59.75 084 0 42 6350 47.50 271 2 40 4.02 7 43 47 1.37 |
Sears (Allstate) NYS 3800 3 49 194 48.13 36.50 2358 2.00 5.26 9 37.75 1 01 SAFECO Corp OTC 36.13 170 912 4238 2563 939 1.20 3.32

CONGLOMERATES AVERAGE 07
8 2487 145 |

96 23 13 SCOR U S Corp NYS 1088 745 2368 1450 8.25 27 020 1.84 14 10.61 102% +
Setbels Bruce Group OTC 1050 000 3 45 1363 8.75 19 080 7.62 2 1375 076

INSURERS/REINSURERS Selective Ins Group OTC 1675 290 1242 2025 1550 89 096 573 5 1572 1.07 ,

Statesman Group Inc OTC 238 5.00 1364 3.63 1.88 262 0.16 674 4 4.19 057 1

Aeina Lite & Casualty NYS 50.00 000 13.79 6250 4838 597 2.76 552 9 58.11 086
Tok,o Marie & Fire OTC 4800 1003 3632 78.13 40.88 87 1.00 208 7093 068

Ambase Corp NYS 700 175 44.55 1638 5.75 Torchmark Corp410 020 286 2 2908 0.24
NYS 46 50 276 1878 58.75 32 63 511 1.40 3 01 12 1323 351 ,

American General NYS 37 50 291 1450 4025 28.13 4715 156 416 12 34.68 108
Transamerica NYS 3688 296 17 37 4800 33.13 562 192 5 21 9 34.63 106,

American Heritage NYS 22.75 055 20.18 24.63 1950 2 092 404 12 22.60 1.01
Travelers Com NYS 3338 3.09 9.49 45.00 32.00 1152 240 719 5 44.85

Amercan Indemnity/Fin l OTC 650 4.00 18.75 1300 575 16 0.56 8.62 2 17.38 C) 37 Tienwick Group Inc OTC 2025 3.85 1692 26.88 1450 43 036 1.78 15 1691 120'

American International NYS 9263 0.40 1220 11200 7825 1092 0.48 0.52 11 4192 221 United Fire & Casualty OTC 3050 081 7.58 34 50 29.25 4 1.20 3.93 9 22.56 1.35 '

Aon Corp NYS 36.75 200 13.27 43.25 3100 414 152 414 10 1962 1.87
USF&G Corp NYS 2863 129 338 3400 2688 854 292 1020 37 22.87 125

Argonaut Group OTC 69.50 142 091 7150 52.50 107 UNUM Corp1.60 230 8 36.83 1.89
NYS 44.25 194 733 5138 31.00 207 060 1.36 10 31.20 142

AVEMCO Corp NYS 24.00 0.52 154 27 50 20.38 USLIFE Corp4 040 167 16 952 2.52
NYS 37.63 066 1685 48.13 36.88 190 1.48 3.93 5 5434 069

Baldwin & Lyons Inc OTC 2050 120 465 24.00 1588 22 028 1.37 7 2080 099 Washington National NYS 22.13 172 21.68 29.13 21.00 49 108 488 25 32.90 067 1

Belvedere Corp ASE 4.38 2.78 20 45 6.13 4.25 16 004 091 6 803 054 USLICO Com NYS 2225 2.20 632 25 38 21.00 14 100 4.49 6 27.73 080 '

Chandler Insurance OTC 9.25 000 2128 1325 7.00 15 000 000 5 953 0 97
Zenith National Ins NYS 1775 2.07 533 21.50 14 00 15 084 473 1381

Chubb Corp NYS 92.63 1 07 339 102.75 INSURERS/REINSURERS64.00 1259 2.64 2.85 AVERAGE9 55.49 167 05 88 36 11 12:1
CIGNA Corp NYS 50.50 0.25 1618 6675 4525 St 304 6.02 11 6664 0.76 1
CNA Financial Corp NYS 7325 217 26.75 10875 6238 156 000 000 8 5487 133 HEALTH MAINTENANCE ORGANIZATIONS
Continental Corp NYS 2963 2 47 558 38 63 25.75 707 260 878 4136 0.72

Durham Corp OTC 32.00 622 4.07 34.75 29.00 0.92 2.88 16 2632 1.22 FHP International OTC 1525 3.17 2824 2638 1125 1271 000 0.00 5 3.54 4.31Fireman s Fund NYS 3200 0.39 922 40.75 30.00 602 068 2.13 47 32.74 098 HMO America Inc OTC 5.75 2.13 2581 *1063 2.00 89
Fremont General Corp

000 000 21 112 513
OTC 1763 3 42 1242 2250 1438 256 0.80 4.54 8 1909 0 92 Pacilicare Health Sys OTC 2013 694 2260 3038 1138 94 000 000 6 6.35 317Frontier Insurance Group NYS 2025 0.00 9.46 2175 1250 72 000 000 9 729 278 Saleguard Health Enter OTC 688 179 19.12 12.50 5.13 167 000 000 12 299 230 '

General RE Corp NYS 84.00 132 6.67 96.25 6225 862 1.52 181 13 2904 289 S,erra Health Services ASE 7.75 606 1268 9.63 263 35 000 000 22 062 1250Hanover Insurance Co OTC 2700 690 11.48 33.00 25.75 32 0.44 163 7 3203 0 84 United Healthcare Clip OTC 1038 641 1531 1263 688 453
Harteysville Group

0.00 0.00 13 034 30.51
OTC 23.25 2.62 15.45 28.75 1950 18 060 258 8 1894 1 23 United Medical Corp ASE 7.88 1.61 31.25 8.25 5.38 9 000 000 23 5.70

Hanlord Steam Boiler OTC 5875 2.49
138'

8.29 60 25 38.50 175 1.60 272 16 1894 3.10 U S Healthcare OTC 1150 3.16 19 30 1550 9.25
Kansas City Lite Ins

0 028 2.43 307 3.75
OTC 3575 0.00 035 3600 33.25 1 1.12 313 10 39.22 091 HMOs AVERAGE 19 140 03 13

Kemper Corp NYS 39.00 263 1746 51 88 3275 165 092 236 9 29.97 1.30 ALL COMPANIES AVERAGE =05 90 30 116

--- --System design Nordby International Inc Ii-- - ..i 'i.-



M yhappyreturns.
It's only an empty chair. Except when the person who's usually in

it happens to be on disability leave.
In which case that empty chair could cost your company untold

thousands in disability benefits. Not to mention the loss in productivity
Which happens to be where the CIGNA companies come in.

We've been in the

LTD business ever since

there's been an LTD

business.

And, from day one,
disability management
services for both short-

term and long-term
products have always
been an integral part of
our program.

In fact, over the past
twenty years, our
ruhabitation speciasts
have led the entire

industry in returning
people to productive
lives. While helping to

cut costs for countless employers. Saving an average of $20.00 for
every $1.00 invested in cost-reduction programs.

If you would like to learn more about our short- and long-term
disability programs, please address any questions you may have to
the CIGNA companies: Fax (215) 523-7915.

You'll find that no one has matched our experience or our record. .. 1

And returned so many people to their seats.
Policies are underwritten bv Life Insurance Company of North America and Connecticut General Life Insurance Company.

We getpaid for resultsr CIGNA


