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Update-
IRS again delays compliance
with non-discrimination rules
WASHINGTON-The Internal Revenue

Service is again delaying compliance with
its massive pension non-discrimination
rules.

The IRS last week said it would delay the
rules by one year until Jan. 1, 1994. In Feb-
ruary, the IRS, under congressional and
employer pressure, delayed the effective
date of the rules to Jan. 1, 1993, from Jan. 1,
1992 (BI, Feb. 17).

In its latest delay notice, expected to be
published this week in the Federal Register,

Continued on nezt page

Health care reforms stalled
Officials fault States decry
HHS analysis , lack of reforms
of Oregon plan at federal level

By LOUISE KERTESZ
By MICHAEL SCHACHNER

SALEM, Ore.-Oregon officials maintain that the
state's proposed universal health care plan is being
stymied by presidential politics.

U.S. Secretary of Health and Human Services
Louis W. Sullivan last week ruled that Oregon
cannot proceed with its plan-which hinges on a
system of rationing Medicaid services-until it con-
forms with the Americans with Disabilities Act.

In an analysis of the plan given to Oregon offi-
cials, Dr. Sullivan stated that he could not grant the
necessary waiver of Medicaid rudes because ele-
ments in the state's plan would discriminate against
persons with disabilities.

% urge Oregon to submit a revised application
4hich addresses these concerns, and I look forward
to approving such a demonstration," Dr. Sullivan
said in a letter to Gov. Barbara Roberts.

Oregon officials are "disheartened" by the deci-
sion, which they view as a political move by the
Bush administration.

WASHINGTON-Congress should put aside
election-year politics and pass health care re-
forms where agreement exists, according to sev-
eral state lawmakers.

The majority of state lawmakers in leadership
positions on health care committees believe the
federal government should implement some re-
forms now, rather than wait-perhaps infinitely
-until there is a consensus on a comprehensive
overhaul, according to a survey by. the Washing-
ton-based Healthcare Leadership Council.

And if Congress will not enact partial reforms,
then it should at least grant waivers from the
Employee Retirement Income Security Act of
1974, Medicare and Medicaid so that reforms can
be made at the state level, surveyed officials in-
sist.

The state lawmakers lament that "gridlock"
' in Washington is holding up meaningful,

albeit simple, legislation that could help pave
Continued on page 4

Continued on page 28

Senate improves on House pension relief
By JERRY GEISEL

WASHINGTON-Tax legisla-
tion awaiting Senate approval
would provide more relief to em-
ployers that administer pension
plans than an earlier House-
passed bill.

And the Senate bill, H.R. 11,
would make 401(k) plans more
attractive to employees, while
also opening up to millions of
employees the opportunity to

make tax-deductible contribu-
tions to individual retirement
accounts.

The two bills share many pro-
visions to ease pension plan ad-
ministration, including an easier
way to run the 401(k) plan non-
discrimination tests.

A number of those provisions
also were part of tax legislation
Congress approved earlier this
year, but President Bush vetoed.
That veto was unrelated to the

pension provisions. The adminis-
tration has sent signals that it
isn't happy with the new Sen-
ate tax bill, but officials have
said they believe legislators-
after reconciling differences be-
tween the House and Senate bills

-will produce a compromise
measure that the president will
sign.

While the latest tax bills, like
the legislation earlier vetoed,
only would snip the mass of

complex pension laws and regu-
lations that have sprouted over
the last decade, the changes
nonetheless would be welcomed

by employers.
"It is not wholesale simplifica-

tion, but it certainly is a change
in direction from increased com-

plexity toward simplification.
That will be welcomed by em-
ployers," said Henry Saveth, a
principal with A. Foster Higgins
& Co. Inc. in New York.

Bush, Clinton trade barbs
By JERRY GEISEL

WASHINGTON-The presidential campaign
hasn't even entered the home stretch, but the
mud already is starting to fly when the candi-
dates discuss health care reform.

Last week, President Bush, Gov. Bill Clinton
and Senate Democrats all traded charges on who
is most capable to lead the drive for health care
refornn.

President Bush launched the attack by charg-
ing that the election of Gov. Clinton would lead
to the creation of an inefficient and ruthless

health care system.
"Understand what's at stake here," President

Bush said at a fundraiser in suburban Chicago.
"If the governor of Arkansas is elected with a
Democratic Congress. . .within a year the gov-
ernment will run the health care in this country,

and our health care system will combine the effi-
ciency of the House Post Office with the compas-
sion of the KGB."

Returning the fire, the Democratic nominee
said President Bush lacks credibility to take any
kind of position on health care reform.

The Bush administration, Gov. Clinton said,
"presided over the biggest explosion in health
care costs in history." The administration is
"trying to raise fears instead of solve problems,"
Gov. Clinton said in Little Rock, Ark.

Gov. Clinton has proposed the "play or pay"
approach that would require employers to either
offer a health plan or pay into a public fund to
cover the uninsured. Gov. Clinton also favors the
creation of a national board to help control
health care spending (BI, July 20).

In February, the Bush administration proposed
Continued on page 15

"There has been a real effort

on the part of legislators, espe-
cially in the Senate, to respond
to the concerns of employers,"
added Gerald Uslander, a princi-
pal with William M. Mercer Inc.
in Washington.

Of the two bills, though, the
Senate measure includes more

benefits-related provisions that
will help employers and employ-
ees.

Continued on page 29
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Update

IRS delays pension testing date
Continued *om previous page

the IRS said it wants to give employers more time to comply and
the service more time to consider suggestions for simplifying the
rules.

"This is very good news for employers. It gives employers more
time to develop compliance strategies and for the IRS to develop
simpler rules," said Frank McArdle, a consultant with Hewitt Asso-
dates in Washington.

Prior to last week's delay, the IRS had proposed several steps to
simplify the regulations once they go into effect, including a pro-
posal to allow most employers to run the non-discrimination tests
every three years instead of annually (BI, May 18).

New York Blues look at merger
BUFFALO, N.Y.-Blue Cross of Western New York Inc. may

take over ailing Blue Shield of Western New York Inc., which has
reported a $25.5 million reserve deficit.

The Blues plans on Aug. 4 signed a letter of intent to merge, but
officials from both companies stressed that the letter does not consti-
tute an agreement.

Among the details to be ironed out before a deal could be fina-
lized is the financial backing that Blue Cross would promise to Blue
Shield, said a Blue Shield spokeswoman. And, Blue Cross officials
want to nail down the amount of the ailing plan's debt, which they
say may be "substantially higher" than Blue Shield's reported $25.5
million shortfall as of Jan. 1.

The proposed merger was announced after New York's Department
of Insurance directed Buffalo, N.Y.-based Blue Shield to make up its
reserve shortfall or seek a strong merger partner, the Blue Shield
spokeswoman said. Blue Cross has reported $52 million in reserves.

There is no set timetable to complete the merger, which would
require state and federal approval, said Walter Brown, acting chief
executive officer of WholeHealth Insurance Network Inc., Blue
Shield's parent company.

Blue Shield covers about 540,000 lives in Buffalo and Albany,
N.Y., roughly 95% of which are under group contracts. Blue Cross
covers about 637,000 lives in western New York, of which 92% are

under group contracts. The intent to merge has no immediate im-
pact on business operations, officials said.

Showdown set on family leave
WASHINGTON-House and Senate conferees last week set the

stage for a showdown with President Bush when they approved leg-
islation that would require employers with 50 or more workers to
provide up to 12 weeks of unpaid family leave annually.

The Family and Medical Leave Act, S. 5, would restrict eligibility
for leave to employees who have worked at least 25 hours per week,
or 1,250 hours, during the previous year. So-called "key employ-
ees," those in the highest-paid 10% of a company's workforce,
would not be covered by the bill. Employers would have to continue
medical coverage for employees on leave, but they could try to
recover the premiums from employees who do not return.

Corporations oppose the bill, saying it would decrease their flexi-
bility in benefit offerings. By requiring certain benefits, the bill
would discourage firms from offering other benefits, argued Sharon
Canner, assistant vp and director-employee benefits for the Na-
tional Assn. of Manufacturers in Washington.

The House and Senate each must pass the conference bill before
it is sent to President Bush. Ms. Canner said Congress may act on
the bill next month.

The House and Senate each passed similar versions of the new
family leave bill last year but took no further action after the
president threatened a veto (BI, Nov. 18, 1991).

Blood bank to appeal verdict
DENVER-A New Mexico blood bank will appeal a Colorado

state court jury verdict that it pay $6.7 million in damages to a
woman who contracted AIDS from tainted blood she received dur-

ing a 1983 transfusion.

The woman, Susie Quintana, died a day before the sequestered
panel returned its verdict against United Blood Services of Albuquer-
que, N.M. The jury-which did not know Ms. Quintana had died-
awarded her $6.6 million in negligence damages and $105,000 for
emotional distress. The jury also awarded $1.5 million to her hus-
band for loss of companionship.

The blood bank will appeal the verdict, arguing that the judge
should have declared a mistrial after learning of the plaintiff's
death, said Arthur H. Downey, the Denver attorney for United
Blood Services.

Mr. Downey believes the damage award will be set aside on
appeal and that any subsequent damages will be based on wrongful
death rather than injury. He estimated that such an award would
probably be less than $1 million because there would be no award for
pain and suffering.

Mr. Downey said the blood bank maintains adequate insurance
to cover the original $8.2 million award.

Flood suit seeks to tap insurers
CHICAGO-A restaurant denied coverage for business interruption

losses it contends resulted from the April 13 underground flood here
has sued its insurer and is seeking class-action certification both of
plaintiffs and insurance company defendants.

Ronny's Steak Palace Inc. filed the suit in Cook County Circuit
Continued on page 30

Comp policyholder sues
insurer for lack of service

By STACY GORDON

PHILADELPHIA-The first

policyholder lawsuit against a
workers compensation insurer
for allegedly failing to provide
promised loss-control services is
scheduled for trial within the
next month.

HGO Inc. of Wayne, Pa., is
suing Liberty Mutual Insurance
Co. in federal court in Philadel-

phia, alleging the insurer "failed
to provide professional-level, or
even marginally adequate, ser-
vices" in the areas of loss con-

trol, claims processing, loss pre-
vention and loss reporting.

HGO also alleges that Boston-
based Liberty Mutual mishan-
died workers comp claims and
overreserved for claims.

The 1990 lawsuit states that

Liberty Mutual breached its con-
tract with and fiduciary duties to
HGO and acted in bad faith.

If HGO wins its case, it could

pave the way for similar policy-
holder actions in the future.

HGO says it has been damaged
in several ways, including having
to pay higher retrospectively

rated premiums and having its
experience modifier increased.
The company is seeking more
than $500,000 in compensatory
damages as well as unspecified
punitive damages.

A spokeswoman from Liberty
Mutual said: "We believe we

provided HGO with excellent
service. Out of the hundreds of

workers compensation claims
we've handled and continue to

handle, they've only come up
with a handful to base their

complaint on."
Continued on page 27

Court finds Florida law's exemptions unconstitutional

Self.referral cap undone
By MICHAEL SCHACHNER

TALLAHASSEE, Fla.-A

Florida law that caps fees for
specific health care services is
unconstitutional because it does

not apply to all providers, a fed-
eral judge has ruled.

U.S. District Court Judge Wil-
liam Stafford's decision is a vic-

tory for solo practitioners as well
as several types of specialized
health care facilities.

It also is a defeat for critics of

doctors who refer patients to

treatment centers in which the
doctors hold an interest.

Insurers and employers gen-
erally object to so-called self-re-
ferrals (BI, July 6). A California
study revealed that self-referrals
of injured workers in that state
created an estimated $356 mil-

lion in unnecessary workers
compensation medical costs (BI,
Feb. 17).

Judge Stafford ruled unconsti-
tutional a provision in the Pa-
tient Self-Referral Act that caps
fees for five types of outpatient

Dingell questions
financial reporting
after Conseco flap

By DOUGLAS McLEOD

WASHINGTON-Rep. John D. Dingell is ask-
ing the Securities and Exchange Commission
and other regulatory bodies to investigate the
adequacy of financial disclosures by life insur-
ance holding company Conseco Inc.

In July 30 letters, Rep. Dingell, D-Mich., also
asks the SEC and other regulators about the
overall adequacy of financial reporting rules for
insurers and reinsurers, including reporting of
financial reinsurance transactions.

The inquiry follows a critical article about
high-flying Conseco in the June 15 issue of Bar-
ron's. The article charged that the Carmel, Ind.-
based insurer, which reported nearly $12 billion
in assets at year-end 1991, inflates its earnings
through misleading procedures for consolidating
and accounting for acquisitions.

Conseco operates three life insurers which

were acquired by a minority-owned affiliate,
CCP Insurance Inc., and write mainly personal

Continued on page 29
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service, including physical ther-
apy and diagnostic imaging. As
of October 1995, the law will

prohibit doctors from referring
any patients to outpatient facili-
ties in which they have an inter-
est.

Exempting hospitals and
group practices from the fee caps
violates the 14th Amendment

guarantee of equal protection
under the law, the judge ruled.

In his July 21 opinion, Judge
Stafford said Florida lawmakers

Continued on page 27

Ruling may widen
insurers' liability 
for pension assets

By JUDY GREENWALD

NEW YORK-A federal appellate court ruling
gives insurance companies fiduciary responsibility
for some of the pension plan assets they manage.

The ruling by the 2nd U.S. Circuit Court of Ap-
peals is a significant victory for employers, say
attorneys who represent employers.

Insurers, though, say that giving them this fiduci-
ary responsibility would create administrative
headaches by forcing them to segregate hundreds of
billions of dollars in plan assets from their general
accounts.

They also contend that making them fiduciaries
would subject them to conflicting regulations. State
laws, insurers point out, require them to act in the
best interest of all their policyholders, while the
Employee Retirement Income Security Act requires
fiduciaries to act "solely" in the interests of plan
participants.

The 2nd Circuit's ruling-in Harris Trust us. John
Hancock Insurance Co.-runs counter to a 1991 de-

Continued on page 30

&·00 Solving the health care crisis requires bold ideas, this Departments
week's editorial says. PAGE 8

p,0 Most state workers comp systems protect workers

better now than they did 20 years ago, but problems still
exist, experts conclude at the National Symposium on
Workers Compensation. Coverage begins on PAGE 10

p' EXEL Ltd. wants to invest up to $100 million in a
property catastrophe reinsurer being organized in Ber-
muda. PAGE 23

100 The appointment of provisional liquidators last week
may expedite payment to Walbrook Insurance Co. Ltd.'s
U.S. casualty policyholder creditors. PAGE 23

7 Insurers' second-quarter earnings were better than
expected, in light of the heavy catastrophe toll, says ana-
lyst Myron M. Picoult of Oppenheimer & Co. PAGE 31
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HMOs get satisfaction
, Consumers Union ranked 46 HMOs based on an index of participants' Coloradans may vote

satisfaction levels, ranging from 0, completely dissatisfied, to 100,
completely satisfied Even the lowest-rated HMO scored a 63,

indicating participants are moderately satisfied
'13#. to widen safety liability

H

1 Heritage National Health Plan
G

1 ELI By SARA MARLEY
H Pilgrim Health Care
E

1 ELI DENVER-Colorado employ- Verdict in California
S Independent Health 1

ers may face an increased expo-
T 11.1 sure to tort lawsuits from injured not viewed as threat

workers if a proposed ballot ini-
tiative is approved and wins

Sh

Humana Medical Plan-South Florida 11 5 voters' support in November to 'exclusive remedy'
The initiative would introduce

Sanus/New York Life Health Plan E.1 a constitutional amendment ena- By JOANNE WOJCIK
bling injured workers to sue em-

CaliforniaCare 1
as

-JT63 ployers "who knowingly main- OAKLAND, Calif -California employers should not be
tain an unsafe work environ- alarmed by a $4 7 million Jury award to a factory worker

Source Consumers Union ment " who sued his employer and its parent outside of the workers
GRAPHIC BY JOHN HALL Safe Workplace Colorado, a compensation system over a workplace illness, attorneys say

Denver-based coalition of organ- The verdict does not erode the exclusive remedy doctrine,

HMO survey reveals ized labor and attorneys for in- they say. Instead, it reflects exceptions to the doctrine that have
lured workers, last week filed existed since the state labor code was amended in 1982
83,000 signatures with the secre- Howevef, a significant aspect of the case lS that the parent

participants content tary of state in an effort to place company-which earlier had directly employed the inJured
the proposal on the November worker-was found liable for, damages both as an employer
ballot The secretary of state has and a non-employer;*ttorneysia,- , 9

with doctors, plans 21 days to verify the signatures, And, the case underscores the necessity Of fully informing em-
50,000 of which must be valid ployees about hazardous substances in th* iworkplace and the

Advocates claim the amend- harm they can do, attorneys warn : - 2*,'
ment is needed to give injured

By SALLY ROBERTS scores of 83, Mr Kotkin said An Oakland jury awarded $4 7 million in damag«s on Suly '28
workers greater remedies against to a retired employee of a subsidiary of Diamorid ShamrockNot surprisingly, the HMO in- employers with unsafe work- Corp The Jury found that the plaintiff had contracted cancer 1If Mick Jagger "can't get no dustry welcomed the results places and to counteract benefit while working from 1967 to 1984 at a Redwood {hty, Calif.,satisfaction," he must not belong They dispel the myth that mem- reductions contained in a sweep-

to an HMO plant Diamond Shamrock owned
bers are unhappy, said a spokes- 1ng workers compensation re- The retired worker, Samuel Rosario, who now' lives in PuertoMembers of most health main- woman for Group Health Assn form package enacted last year

1
Rico, was exposed to the chemical bis-chloromethyl ether, OFtenance organizations, in fact, of America Inc, an HMO trade But insurers and employers say

are getting satisfaction, at least group in Washington BCME In the early 1970s, BCME was determined to be careino=
the amendment would cost busi-

according to a recent survey genic, said his lawyer, Aaron H Simon of Kazan, McClftia*.. ,Consumers Union sent its ness and taxpayers $1 5 billion, Edises & Simon in Oakland
Of 46 HMOs surveyed by Con- questionnaire to 5 1 million sub- according to a University of Mr Rosario sued both Diamond Shamrock of San Antonio -sumers Union of the U S Inc, 31 scribers to Consumer Reports Of Denver study released last week and subsidiary Duolite International Inc Diamond Shamrockscored 74 or better on a 100- those responding, 48,000 were The ballot initiative "guts the formed Duohte in February 1981 to serve as plant operator.point "satisfaction index," and members of HMOs across the workers comp system as we Continued on page 16even the lowest-rated HMO country CU analyzed 20,000 of Continued on page 16

scored a 63 A 100 rating would the responses and came up with --

mean that 100% of an HMO's 46 HMOs that had at least 150
members are "completely satis- responses each
fied " Those plans were rated ac-

Additionally, 91% of surveyed cording to respondents' overall Voting with their feet
HMO members were satisfied satisfaction with the plan, as
overall with their primary-care well as satisfaction with the Pension sponsors in the first quarter, Foster Hig- only 39% reinvested all of the

gins compiled investment and funds in traditional GICs, downphysician, 86% were satisfied HMO's physicians, medical spe-
overall with medical specialists cialists and administration With shifting GIC assets rate-of-return information on 96 from 49% in a fourth-quarter
and 79% were satisfied overall the satisfaction ratings, Consum- employer-sponsored plans with survey last year
with HMO administration ers Union also listed, among to other products total assets of $34 3 billion

,
By contrast, 42% said they

"Most people were satisfied other things, the settings in Some $21 3 billion of that total were not reinvesting any matur-
even with the lowest-rated which HMOs provided care, new survey shows was GIC investments ing assets in traditional GICs, up

Among other things, the survey from 33% in the earlier surveyHMO," said Mark Kotkin, a se- whether they had Medicare con- By DOUGLAS McLEOD sought to gauge how many plans Another 19% of the first-quarternior research associate with tracts and, if so, the type of con-
are reinvesting assets in tradi- respondents said they wouldConsumer Reports, which pub- tract and the monthly Medicare Growing numbers of employ- tional insurer-issued GICs vs reinvest some assets in tradi-lished the results of the survey premiums Responses were based ers sponsoring defined contribu- other alternatives These alter- tional GICs, compared with 18%by Consumers Union, its Yon- on members' experiences from tion pension plans are moving natives include "separate ac- in the fourth quarterkers, N Y -based parent, in its spring 1990 through spring 1991 away from traditional guaran- count" GICs, which segregate Of $785 million in maturingAugust issue At the top of the ratings, tied teed investment contracts to plan assets from insurers' gen- GIC assets reinvested by respon-There is, however, a significant with an overall "satisfaction other investments, a new survey eral investments, other "syn- dents, $294 million went backdifference between the top-rated index" rating of 83, were Heri- concludes thetic" GICs, including products into traditional GICs, $247 mil-HMOs and those at the bottom, tage National Health Plan Ser- Meanwhile, the average GIC offered by banks, and other hon into GIC alternatives likeaccording to Mr Kotkin vices Inc, which serves Illinois, rate of return for the first quar- short-term investment funds separate account and other syn-The report pointed out that Iowa, Wisconsin and Tennessee, ter of 1992 slid 14 basis points to About 36% of the responding thetic products, and $244 milliondifferences of less than five and Pilgrim Health Care Inc, 8 59% from 8 73% in the last plans had GICs maturing dur- went into other investments likepoints on the satisfaction Index which serves Massachusetts and quarter of 1991, according to the ing the first quarter The con- short-term instruments or gov-are not meaningful Rhode Island

Even so, the 63 rating is still survey by A Foster Higgins & tracts were worth a total of $930 ernment securities, the surveyBoth HMOs also had above- Co Inc million
well behind the two leaders' found

Continued on page 26 In its report on GIC returns Of those with maturing GICs, Continued on page 29

Penny.pinching buoys brokers income
By JUDY GREENWALD "On balance, you can say re- the cycle turns "

sults were better than one might Generally, the "significant or First.half 1992 broker results
Insurance brokers are strug- really have expected given the very strict expense controls are 4,4 In thousands of dollars „ t , 4 ' ' P,gling to make do in an ap- lousy revenue growth," and that becoming more apparent in the

parently endless soft market- lS attributable to tight expense results," said Alice Cornish, an Gross % Net %

and, in general, they are sue- controls, said Michael Smith, an analyst with investment research
Broker .** revenues change income change

ceeding
-0 /

analyst with Lehman Bros in firm Northington Partners Inc Marsh & McLennan
Despite continuing rate de- New York $1,501 8 *· ·4796 '''$1820 2796

in Avon, Conn
creases and a far-from-robust Brokers clearly do not expect a At Hilb, Rogal & Hamilton Co Alexander & Alexander 1 6683 -1 2 . 377 1448economy, six of the seven pub- market turn soon and are "really in Glen Allen, Va, net income

Rollins Burdick Hunterlicly held insurance brokers re- clamping down on spending, rose 37 9% despite all% decline 3387 682 4871 956

ported higher income for the first which is pretty much to their in gross revenues "We had ex- Frank B. Hall 241 5half None reported a loss, de- credit," said Mr Smith 20
cellent expense controls in our

82 1722

spite generally modest revenue "I think all of the brokers have system, and we were able to Arthur J. Gallagher 1187increases and some declines 8.0 65 87
had to look carefully at their ex- maintain our revenues at about

Brokerage officials and other pense structure," agreed Vanessa the same level as a year ago," Hilb, Rogal & Hamilton 647 -11 49 37 9

observers point to continuous ef- Wilson, an analyst with First said President Robert H Hilb Sr Poe & Associatesforts to restrain or cut expepses Boston Corp in New York And The vigilance will continue, he
245 43 1 6 -27 5

as a major factor in their sue- their recent hard work "is said "I think it's going to be the 1 pretax
cess clearly going pay off when Continued on page 21 Source. ComDanv regorts

GRAPHIC BY RICHARD CARTON



Reform survey
Continued from page 1
the way for large-scale health
care reform.

The Healthcare Leadership
Council, which conducted the
survey, consists of more than 50
health care industry executives
working to solve the problems
affecting health care. The group
surveyed 38 state legislative
leaders and 12 health care com-
mittee staff members.

Respondents identified legisla-
tion that Congress could pass
now that would help improve ac-
cess for the 37 million uninsured
in the United States, including:

• Making health care coverage
more portable.

• Banning exclusions in health
care coverage for pre-existing
conditions.

• Placing limits on how much
insurers can raise premiums in a

given year.
• Providing premium tax

credits to small employers that
offer group health insurance to
their employees.

Seventy-eight percent of re-
spondents said passage of federal
legislation to accomplish these
reforms would create a "signifi-
cant" impact on widening access
to health care coverage.

Such legislation was passed
earlier this year by the Senate
and was included in a larger tax
bill approved by Congress that
president Bush vetoed for rea-
sons unrelated to the health care
issues (see related story, page 1)

"These are key issues that
would go a long way toward im-
proving access to insurance. The
Senate has passed such a reform
package; the President supports
it; and we think the House would
pass it, too, if it weren't for all
the political posturing that's

going on," said Pamela Bailey,
president of the Healthcare
Leadership Council.

Congress should enact some
type of health care reform legis-
lation as soon as possible, said
Rep. Joe Carothers Jr., D-
Dothan, chairman of the Ala-
bama House Health Committee.

"Even if it's small and even if
it doesn't work, it's worth a shot.
Hell, it's better than what's hap-
pening now, which is absolutely
nothing," said Rep. Carothers.
"Something has to give here."

"Significant reform can be en-
acted this year. Agreement exists
on legislation that will ensure
that affordable insurance is
available to America's working
families. Unfortunately, all this
is likely to go undone because of
political gamesmanship," com-
plained Ms. Bailey.

"Congress shouldn't be hold-
ing up passing meaningful re-

jJ

form that they all agree on in
hopes of more than 500 legisla-
tors agreeing on a single compre-
hensive package. This just isn't
going to happen," she said.

All survey respondents echoed
this sentiment, saying health
care reform is either "very im-
portant" or "fairly important"
for people in their state.

However, 82% of respondents
said that despite their desire for
federal leadership, it is unlikely
Congress will enact any health
care reform legislation this year.

"The only way we'll ever get
everyone on the same page is for
the federal government to take
things over. The whole reform
movement should be coordin-
ated," said Rep. Peter Rodoso-
vich, DFL-Faribault, chairman
of the Minnesota House Health
and Human Services Committee.
"Sadly, I feel we'll never get this
consensus."
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At ITT Hartford, life insurance is living up to its name.
Our new Living Benefits Option provides up to 50% of the face value of a group life policy

if a plan participant is stricken by a terminal illness (with a prognosis of a year or less). This money
is paid out in one lump sum and there are no restrictions on its use.

The sad fact is, a prolonged illness can quickly wipe out a family's lifetime savings.
Our Living Benefits Option can be used to pay off a mortgage, for nursing or health care, to

consolidate household bills or simply as a financial cushion for family members.
ITT Hartford is the seventh largest writer of group life in the nation. We're well re-cognized as a superior market for basic and supplemental group term policies that protect fly

loved ones from the consequences of a death. But it's nice to be remembered in life, too. Our Living Beneftts Option is available in 38 states. To And out if yours *N,/71/40;*:-5.

is one of them, contact your ITT Hartford Life Representative. ITT HARTFORD
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"My hopes are for the federal
government to do something. We
could all benefit from mandatory
community rating, as well as
concessions on portability of in-
surance," said Sen. Dorothy Eck,
D-Bozeman, chairwoman of the
Montana Senate Public Health,
Welfare & Safety Committee.
"Few people in Washington op-
pose these ideas in principle, but
we all know that once they be-
come part of a sponsored bill, it
will be opposed by someone from
the other side."

It's this "political gridlock"
between Democrats and Repub-
licans in an election-year that's
holding up progress on health
care reform, said 78% of the sur-
vey respondents.

Accepting that reform is not
likely at the congressional level,
some states have been more will-
ing to take the lead in health care
reform. However, state lawmak-
ers say this is happening more
out of necessity than desire.

"I think the states are enacting
grass-roots reform as a driving
force for something bigger," said
Minnesota's Rep. Rodosovich.
"But we'd all like a federal
movement. If this isn't going to
happen, I'd like to see the gov-
ernment grant the states more
waivers on ERISA, Medicare and
Medicaid so that we can at least
do what we can."

Florida, Oregon and Vermont
have passed state reforms aimed
at improving access to health
care. However, Congress or the
administration must approve
waivers from ERISA and other
federal laws to implement their
reforms.

The Bush administration last
week denied Oregon's request for
a waiver of Medicaid regulations
(see story, page 1).

Any state law that "relates" to
welfare or pension plans is gen-
erally pre-empted by ERISA.
And although ERISA does re-
strict states from regulating
health insurers, most state re-
forms would require a congres-
sional waiver so that reforms
would also apply to self-insured
employers.

In addition, the administration
must approve waivers for re-
forms that affect the Medicare or
Medicaid programs.

"We definitely need more
waivers from the feds so we can
implement our own initiatives,"
agreed Sen. Eck of Montana.
"Another thing that would be
very helpful would be federal
funding for state-run pilot
projects. Basically, if Congress
doesn't want to enact reform,
they should let us do it."

Not all health care observers,
though, believe the states are so
willing to act on reform as the
survey respondents intimate.

"State health care officials
have been saying for the past
three years that if the federal
government isn't willing to re-
form the system, they will. But a
closer look at what states have
actually done shows that the
view of health care committee
members is far different than
what other legislators feel," said
Dallas Salisbury, president of
the Employee Benefit Research
Institute in Washington.

"I suspect that if you asked 50
members of Congress who are ac-

George Mitchell (D-Maine]
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How does a company experience the capabilities of a property insurer without actually
A

*ZZ:3 experiencing a loss? You rely on the insurer's reputation.

I ..11cs>»: -lill.li-lillwilb:Immilli „Wausau's service reputation preceded them;' says & Truett Cathy, Founder and Chair-

manof Atlanta-based Chick-fil-A®, the nation's third-largest quick-service chicken restaurant company. "We found

their people to be

experienced and

knowledgeable in

property insurance.

"In Wausau, we

saw the qualities of

a companywe want

to do business with.

We share the same

values. That gave us

confidence that we

could build a solid

business relationship"

At Wausau, our

reputation is built on an expertise in business insurance. Our dedication to personal service is substantiated through

surveys of business insurance buyers across the country. It's something to think
'A*

about when you're considering

Eveiy Chick-fil-A restaurant follows the same recipe for success.
One of their ingredients is property coverage hom Wausau a property insurer.
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A+ (Superior) A.M. Best Rating

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 Telephone (715) 845-5211 A Member of the Nationwide® Group



Health care quality, cost goals top concerns
Mamtaming health care quahty signated as "very Important to take When asked if they favored a

is one of the most significant issues Benem Beol action " Retirement savings
national program requiring em-

that human resource executives Health care quality assurance ployers to provide basic insurance The percentage of workers that
say they now face and w111 face to- received a36 rating for today, but coverage, the participants were al- save for retirement is dropping, ac-
morrow such issues would require more at- the executives felt that the issue most evenly spht in their response cordlng to a new survey

Maintaining quality, though, lS tent:ion in the future w:11 require more attention m the 531% were opposed while 46 9% Sixty-three percent of 1,000
complicated by the single most sig- Retirement issues were thought future, receiving a 42 rating for were in favor non-retired Americans surveyed

nificant issue, health care cost con- to require only marginally more tomorrow Interestingly, responses varied said in 1992 that they have started
tainment, according to a recent attention in the future than now When asked how important lt widely by Industry More than to save for their retirement, down
survey The survey, "Directions for To- was to take action on health care three-fourths of those m the health from 66% in 1991 and 69% in 1990

Nearly half of the executives morrow," was conducted by Wil- cost containment, participants care industry, 78 6%, favored re- The Employee Benefit Research
surveyed are in favor of a fed- ham M Mercer Inc in St Louis gave the issue a45 rating today quirmg coverage, compared with Institute, which conducted the sur-
eral requirement that employers Seventy-three human resource and a47 tomorrow Cost contam- 40% of those m retail sales, 375% vey with The Gallup Orgamzation
provide some type of health m- managers from the St Louis area ment was the highest-rated issue of those with financial or "profes- Inc, also found that only 20% of
surance But most of the surveyed filled out written questionnaires covered by the survey sional" firms and 36% of those those saving for their retirement

executives oppose a national Mercer consultants then conducted "We employ managed care re- with manufacturing, processing or are using 401(k) plans Half the re-
health msurance program face-to-face Interviews to gather strictions but still have difficulty distribution companies spondents plan to use personal

And, while most of those sur- additional comments controlling costs Controlling Most respondents, 72 1%, oppose savings for retirement and 33%
veyed did not consider issues like The executives ranked issues ac- health care costs is a maior prob- a government-run national health plan to use their Individual retire-
elder care, child care and alter- cording to their importance for lem and wlll continue to be in the insurance program ment accounts

native work arrangements entical both today and 11 the future on a future," observed one human re- Respondents felt that it was re- "Either those individuals who

for immediate action, they said scale of one to flve, with frve de- source executive latively important to take action on are savlng don't fully understand
health care cost shifting now, giv- available tax-favored savings op-
1ng the issue a 35 rating, as well as tions or they want savings to be
tomorrow, assigning it a 38 immediately available," said Dal-

And, flexible benefits are ex- las Salisbury, EBRI president
pected to be a bigger concern in "Otherwise, they would make hea-
the future, receiving a39 rating vier use of 401(k) plans, because
for tomorrow, but only a28 today the deferral of taxes and employer-

"Flex benehts is not the answer matching contributions would
All it does is shield the employees allow much faster accumulations
from figuring out that they have to than non-tax-favored options "

,% pay more," said one executive Fifty-one percent of survey re-
Another respondent, though, spondents said neither thez en-

commented that "we have done as ployer nor their spouse's employer
much cost shlfting as possible We offered a 401(k) plan
look to flex to help us m this area Among respondents who are ell-
as it wlll allow employees to choose gible for an employer-sponsored
what they want " savmgs plan, the average amount

In the area of non-traditional that employees contribute is 8% 01
benefits, employee training and pay Similarly, of those respon-
education was ranked the most im- dents whose spouse's employer
portant issue by far, with a39 offers a savings plan, the average

3..'i'

4

\ rating for today and a45 for to- contribution is 8% of the spouse's
morrow Pay

"Only through traming can we Employees who are most likely
empower our employees to be com- to have started saving for retire-

'.5: petitive in the market," one partic- ment include those with annual m-
ipant suggested comes of $75,000 or more, those

f ' r\ The behef that child care issues, age 35 or older and those who are
- -.0„,-.,.4 witha22 ratmg now and 36 for mamed, the survey found

4, J
2 the future, wlll become more im- Employees who are least hkely

n
portant was reflected m one par- to have started saving for retire-

4 1 ticipant's comment that "child care ment Include those with annual m-e'

wlll mcrease in importance to re- comes of $20,000 or less, those with
5 Y / r=r"/////A cruit employees and to meet the less than a 12th-grade education
f·#fi.Z

needs of an increasingly female and minorities, according to the
workforce " survey

Fmancial planmng received a20 The survey, "Pubhc Attitudes on
rating for today and a27 for the Retirement Age and Planning,
future, alternative work arrange- 1992," lS available from Kim
ments received a17 rating now, Thorpe, Employee Benefit Re-
and a30 for the future; and elder search Institute, 2121 K St NW,
care was gwen a15 ratmg now, Suite 600, Washington, DC
but a 3lm the future 20037-1896, 202-775-6315 For

"The demands of home and fam- EBRI members, a summary is $25
..1 ily will require employers to be and the full report $75, for non-

more flexible with their employees members, the summary 15 $75 and

The best starting point for m order to retain and attract good the full report $275
people," one executive said -By Deborah Shalowitz

Respondents considered penmon
and 401(k) plans as the retirement

sports insurance. issues that are most Important to
Child and elder care

take action on both now and m the More than a dozen malor com-
future Pensions received a31 rat- panies are providing funding to in-

ndsor, the specialists in sports insurance, London and international markets, to meet all of ing now and 3 5 for tomorrow, crease the supply of child and elder
401(k) plans received a 36 today care services in the Umted States

can make you and your clients winners every time, your sports insurance needs, from Temporary and and a41 tomorrow Recognizing that employees face
with competitive premiums and attractive rates of Permanent Total Disablement Insurance through to "Employees will be asked to a critical shortage of such services,

provide more of their retirement the consortium-led by Interna-
commission. Accidental Death.

pay We will heavily promote our tional Business Machines Inc -

We've been handling sports insurance across Our understanding of our clients' businesses, 401(k) plan in the future m order wants to help create a coast-to-
to encourage our people to pre- coast "network" of providersNorth America for years, so whatever the sport, combined with our reputation for innovation means pare for retirement," one execu- The group's goal is to raise as

be it NFL, basketball or baseball, tennis or golf, that you're on the winning team with Windsor bve said much money from ltS members as
On the other hand, employee lt can by September to build and

we have the experience and expertise to pinpoint Ring Jonathan Ticehurst or Cliff Hutchinson stock ownership plans and non- expand as many child and elder
needs, place cover and pay claims fast! on 01144 71 407 7144 now to find out what we can qualified plans were considered care facilities and programs as

less pressing issues ESOPs re- possible
We have the facilities, through Lloyd's of do for you ceived a12 rating today and a Companies in the consortium-

15 for tomorrow, non-qualified known as the American Business
plans received a 23 today and a Collaboration for Quahly Depen-
much higher 3.2 for tomorrow dent Care-will not operate or

For a free copy of the survey, manage child care facilities, but
contact Don Sanford, Communi- will provide funding to pnvate and
cations Practice Chairman, Wil- pubhc organizations, like daycare
ham M Mercer Inc , 10 S Broad- centers, after-school programs andWindsor Insurance Brokers Ltd

way, St Louis, Mo 63102, elder daycare services, to expand

THE SPECIALIST LLOYD'S BROKER FOR NORTH AMERICA 314-982-0200 their services

-By Sara J Harty -By Chnstme Wootsey
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With C&1's Environmental Protection
Large companies

with diverse property holdings can

Program, we're able to reach almost rest easy. Commerce & Industry's Environ-

every aspectof your business. mental Protection Program offers them a broad
range of pollution management services all under one

roof. In partnership with AIG Risk Management (AIGRM)
and AIG Consultants, we offer pollution services and policies,

including risk transfer, risk funding, risk assessment, regulatory
requirement analysis, environmental risks monitoring and

dedicated environmental claims handling.
C&I has the highest risk transfer capacity generally available, with

limits of up to $40 million. Not to mention the option of funding
..:

non-assessed sites and sites in need of remediation for as much or as
a

little as necessary. And, in terms of flexibility, our policy provides the
option of moving sites from risk funding to risk transfer during a

k three-to five-year policy term. As a member company of American
SMB International Group, one of the few insurance organizations to

.:i->·n* have earned the highest ratings fom the major rating agen-
54 4- 9:8#**st¢*sj:j cies, we have the strength to protect you and your business.

r..s·4· - >::·:: For more information on our Environmental
·:4*1 Protection Program, contact Joe Palumbo at

..-,:,:li , (212) 770-5340 and we'11 be happy to
-7 - give you an extra hand or two with

. jike all your pollution man-
*:+3:4 _ agement needs.

:,··.

r
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AI G World leaders in insurance and financial services.
Commerce & Industry Insurance Company

A member company of American International Group, Inc.

Coverages and/or services may not be available in all states. Please check the actual policy for full details of coverage. Coverage subject to underwriting.
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Opinions
Wanted: More bold ideas

)ROOF THAT HEALTH care reform is one ofthe thorniest issues that the United States

faces appears on page 1 of this week's issue.
One story reports that Oregon's novel health care

reform experiment, under which Medicaid services
would be rationed, has been vetoed by the Bush
administration over fears that it could discrimi-

nate against people with disabilities.
In addition, a separate story reports that health

care has become a hot issue in the presidential
campaign, with both President Bush and Gov. Bill.
Clinton making bold accusations that the other's
health care reform plan is doomed to failure.

The rejection of the Oregon health care plan is
distressing, particularly because the administra-
tion apparently is giving the state no guidance in
how to reshape the plan.

We obviously are not in favor of withholding
necessary medical services from the disabled.
However, as realists, we accept that genuine health
care reform is not possible without causing some
hardships. Rather than reject the plan outright, the
wise course for the Bush administration to follow

would have been to approve the Oregon program
for a limited period-two years, for example-dur-
ing which the problems created by rationing could
have been studied.

While many leaders in Washington have been en-
couraging the states to take the lead in reforming
the health care system, the administration's deci-
sion sends a different message to the states: Don't
plan on adopting reforms that are too radical.

Meanwhile, it is a positive sign that the presiden-
tial candidates already are squaring off on health
care issues, though we would prefer a more intel-
lectual debate than the charges and innuendos

*.*.
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that were hurled last week.

As the campaign progresses, we hope both Presi-
dent Bush and Gov. Clinton will attack the health

care issue head-on. While President Bush has pro-
posed a detailed health care reform plan, it falls
far short of guaranteeing access to health care for
all Americans or doing anything to control health
care costs. And, while Gov. Clinton has embraced a

play-or-pay approach to health care reform, his
proposal still lacks many details.

Solving the health care crisis requires bold ideas.
The Oregon proposal was just that-a bold idea
that has been struck down. The ball is now in the

presidential candidates' court.

Letters

Ensure quality care when controlling costs
To the editor: I read "PPO Reduces

Florida Utility's Health Costs" (BI,
July 13) With great interest and some
dismay.

Florida Power Co.'s plan to pay Blue
Cross & Blue Shield of Florida Inc., its
plan administrator, "based solely on
the amount of money it saves" is in-
deed "unusual." My concern is the im-
pact such purely cost-driven policies
may have on patients.

Reimbursing medically necessary
and appropriate care that meets the
needs of the individual patient should
be the goal of any benefit plan. Efforts
to ensure that patients get the appro-
priate level of care, like appropriate

managed care; efforts to contract with
quality providers, like PPO arrange-
ments; and efforts to expand coverage
to a full range of treatment settings
ranging from inpatient to outpatient
and including such alternatives as par-
tial hospitalization, halfway houses
and home health care, are all incen-
tives that are, if done correctly, pa-
tient-centered.

Denied treatment, too early dis-
charges and high recidivism are some
of the potentially harrowing implica-
tions of a health care program driven
solely by cost. While managing health
care costs clearly must be a priority,
quality also must be part of the equa-

Chicago flood coverage debated
To the editor: "Coverage Questions

Abound" (BI, April 30) quotes a risk
management consultant as stating that
for a policyholder to collect on a busi-
ness interruption policy, the "insured
property" must first sustain physical
damage. He goes on to cite an example
of a tenant on an upper floor that did
not sustain any damage from the Chi-
cago flood and therefore did not have a
valid business interruption claim.

Most business interruption policies
contain a statement that there must be

damage to the "property described
herein." It always has been our posi-
tion that the phrase "property de-
scribed herein" refers not only to the
insured property but to the premises
generally. Therefore, if any portion of
the insured address suffers physical
damage that impacts the policyholder's
operations, then it is our opinion and

has been our experience that coverage
is so provided.

In addition, the coverage provided
by most business interruption policies
for interruption of operations because
of orders of civil authority has been
held by some courts not to require any
physical damage, even to the insured
premises. Further, when business in-
terruption coverage is blanketed over
many locations, the impact of a fire in
one location is covered as it affects

other undamaged locations.
Thus, at the very least, it is difficult

to make facile conclusions concerning
damage for business interruption
losses where physical damage is not
directly present.

Bruce Swerling
Marvin Milton

Swerling, Milton & Winnick
Andover, Mass.

tion. Inadequate or inappropriate care
can be far more costly in the long
run.

Robert L. Trachtenberg
Executive Director

The National Assn. of Private

Psychiatric Hospitals
Washington

Disney comp plan
attracting interest

To the editor: The Walt Disney Co. ap-
preciates your article describing our
workers compensation legislative re-
form proposals and your supporting
editorial (BI, July 20). We have re-
ceived numerous letters requesting
copies of our proposals. As the article
pointed out, workers compensation is
an issue of serious and growing con-
cern to employers both inside and out-
side of California.

We can't make this change happen
by ourselves, and your article has
helped us to reach a base of support
that otherwise would be unreachable.

For the record, we would like to clar-
ify that Disney has not actually drafted
its own bill. Our list of suggested re-
form measures has been sent to key
legislators in Sacramento for consider-
ation, but they haven't yet been specif-
ically incorporated into legislative lan-

guage.

Stephen M. Wilder

Assistant Treasurer-Risk Management
Ellen B. Cooper

Financial Analyst-Risk Management
The Walt Disney Co.

Burbank, Calif.
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A look back at landmark work comp report
By MEG FLETCHER

EAST LANSING, Mich.-Most
state work-

ers compen-

-   ./ sation sys-
NATION,1L '- - tems protect

. SYNPOSIUM =E--:11- workers bet-

]DN, * +C *- ter now than
H'01185'
COW:ENSAON

they did 20

years ago,

but prob-
lems still exist, experts conclude.

Twenty years ago, a report by
the National Commission on

State Workmen's Compensation
Laws concluded that state laws

were generally -inadequate and
inequitable," said John F. Bur-
ton Jr., a Rutgers University pro-
fessor and administrator who

chaired the commission in 1972.

Recommendations spurred change, but many shortcomings seen
The commission's research

showed that injured workers two
decades ago faced an uncertain
future in 19 states where some

employers, especially small ones,
were exempt from state work-
ers compensation laws.

In addition, benefit levels

"were surprisingly-if not ap-
pallingly-low," Mr. Burton
said. For example, more than
half the states capped weekly
temporary total benefits below
the 1971 national poverty level
for a non-farm family of four,
which was $79.56.

Created by the Occupational
Safety and Health Act of 1970,
the commission consisted pri-
marily of Republican appointees.

NUMBER 3 INA SERIES

Crawford & Company bas identifed 7 oue,ioad situations
and bas created a variety Of cost-ttlective ways to belp
yourcompanyprovidefast, courteous services to

clients and/or claimants. These address opical

situations,faced by insumnce companies
and self-insured cogorations.

Overload Situation

#3

After 13 months of work, it de-
veloped a 151-page report, which
Mr. Burton and other experts re-
visited at the recent 16th Na-

tional Symposium on Workers'
Compensation at Michigan State
University in East Lansing.

The commission's 1972 report
outlined 84 recommendations for

state action, including 19 that
were considered "essential."

Following release of the report,
many states changed their work-
ers comp laws. Today, states
comply with an average of 12 of
the 19 "essential" recommenda-

tions. Jurisdictions leading in
compliance are: New Hampshire,
which complies with an average
of 18.75 of the recommendations;

the District of Columbia, 15.75;
and Iowa, 15.50. At the other end
are: Mississippi, 7.25; Wyoming,
8.25; and Arkansas, 8.5.

Among the most widely
adopted recommendations were:
to make workers comp laws com-
pulsory for most employers; to
increase temporary total disabil-
ity, permanent total disability,
death and survivors' benefits;
and to eliminate limits for medi-

cal care or physical rehabilita-
tion services.

Other recommendations con-

sidered "essential" by the com-
mission were largely ignored. For
example, only 15 states extended
workers comp benefits to farm
workers, and only New Hamp-

Expert Management of
Large Scale, Complex Claims

When one of your trucks turns over on the freeway in a large metropolitan area-na holiday
weekend-and spews toxic liquid over a wide area, a certified Crawford Casualty General Ad-
juster (CGA) knows how to control the situation. When faced with complicated products or
professional liability claims, medical malpractice or other complex liability, medical or coverage
issues, our CGAs have the training and expertise to provide in-depth investigation and thorough
analysis. Located all across the United States and Canada, Crawford CGAs are ready to go into
action at a moment's notice-24 hours a day.

E--- --------- 3 For information about Crawford's expertisePlease send me information on:

| 01 Casualty General Adjusters O Crawford's Casualty  in overload situations, please send for
 Services, including its Casualty Menu Services 7 Ways to Manage Claims Adjusting Costs

0 7 Ways brochure | Without Sacrificing Customer Service.
| Name | For CGA information,

| Title  call Chris Browne at
| Compny  (404) 256-0830.
| Address

1
 Phone Ben Martin, Vice President |

National Sales Manager | Crawlard
Crawford & Company P.O. Box 5047

CRAWFORD & COMPANYLE! _____ -flantaiYeorgia 300 - CLAIMS SERVICES

shire extended workers comp to
household workers, according to
the U.S. Department of Labor.

In its report, the commission
stopped short of advocating a
new federal workers compensa-
tion system. Instead, it recom-
mended "creative federal assis-

tance" in the form of a new

commission to conduct a 1975

review of states' compliance rec-
ords.

"This review should culminate

in federal mandates if necessary
to guarantee compliance," the
report said.

Subsequent efforts to establish
federal standards as a remedy for
states' failure to adopt recom-
mendations were unable to gar-
ner much political support, espe-
cially during the Carter admin-
istration, said Don Elisburg, an
attorney in Potomac, Md., who
represents labor unions.

"Workers compensation is in
much better shape (now) than it
was in 1972, but there are still
problems with adequacy and eq-
uity (of benefits), " Mr. Burton
said.

The commission's work "let

the genie out of the bottle," and
prompted discussion and legisla-
tive changes that continue today,
Mr. Elisburg said.

However, two decades after
the report was released, it still is
subject to criticism.

Hindsight reveals several
"shortcomings" in the report,
said Peter S. Barth, the commis-
sion's former executive director

who is now an economics profes-
sor at the University of Connect-
icut at Storrs.

The "major shortcoming" in
the report was a failure to ade-
quately discuss the controversial
issue of permanent partial disa-
bilities. Avoiding the topic, he
said, was a "trade-off" to pre-
vent "a bloodletting" that would
have made a unanimous report
impossible.

While Mr. Barth may consider
this "a finesse," others might call
it "a cop-out," charged Alan
Tebb, outgoing general manager
of the California Workers Com-

pensation Institute, a non-profit
research and education organi-
zation operated by workers comp
insurers in California. Mr. Tebb,
who attended the commission's

meetings 20 years ago as an ob-
server, is now vice-chairman of
the CWCI.

Other problems that the com-
mission failed to adequately ad-
dress two decades ago, said Mr.
Barth, include the impact of
medical cost increases and the

significance of occupational dis-
eases, which the report urged all
states to cover. In addition, the
tax-free status of temporary
total benefits has made them so

high in some states that injured
employees have little incentive to
return to work, he said.

Mr. Barth contends that the

commission "lost sight" of the
key goal of workers compensa-
tion: Restoring injured workers
so they can go back to work.

"Return-to-work should be the

basis of evaluating how well in-
surers, employers and employees
do,"he said.

Unfortunately, Mr. Barth
added, the focus of the report's
follow-up was on state compli-
ance with the 19 essentiil recom-
mendations rather than on how

well employers were getting in-
jured workers back on the job.

"I believe we should have

forced (state) policymakers to
Continued on page 12
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Safety diligence protects
profits as well as workers

By MEG FLETCHER

EAST LANSING, Mich.-It
will soon be

easier for

risk manag-
NATIONAL ers to show

aYMPOSIUM that a caring
DN corporate

WOHKERS' culture em-

COMPENSATION phasizing
safety can

save money as well as workers'
lives.

Preliminary findings of a
three-year study indicate that
companies in high-hazard indus-
tries could reduce some workers

compensation costs with only
modest improvements in areas
like safety or return-to-work
programs.

Specifically, the study of
Michigan companies used ques-
tionnaire responses to compare
companies' performance on sev-
eral measures. One key measure
was "safety diligence," which
reflected companies' responses to

14 questions about the frequency
with which managers and work-
ers followed traditional safety
practices, including good house-
keeping and appropriate record
keeping.

The study found that improv-
ing "safety diligence" by 10%
can reduce: wage-loss claims by
31%; accidents and illnesses that

must be reported under federal
law by 27%; and lost work days
per 100 employees by 15%.

The study's preliminary results
also indicate that a 10% im-

provement in the quality and ef-
fectiveness of a company's re-
turn-to-work programs resulted
in about a 29% reduction in the

number of wage-loss claims and
an 8% reduction in lost work

days, both per 100 employees.
"We think the magnitude of

these impacts is staggering," said
researcher H. Allan Hunt, assis-
tant executive director of The

W.E. Upjohn Institute for Em-
ployment Research in Kalama-
zoo, Mich.
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Preliminary results of the
study were discussed at the Na-
tional Symposium on Workers
Compensation, held July 12-16 at
Michigan State University in
East Lansing.

Researchers expect to finish
the study this year and publish it
in 1993.

They contacted companies in
seven of the state's 20 most haz-

ardous industries: food produc-
tion, furniture manufacturing,
rubber and plastics, fabricated
metals, non-electrical equip-
ment, transportation equipment
and health service. Companies
were categorized by the number
of employees, ranging from 100
to more than 500. Differences be-

tween the largest and smallest
companies still are being eva-
luated.

Some 220 randomly selected
firms in those seven industries

filled out questionnaires. Re-
searchers then verified responses
and results by making lengthy
visits to 36 companies, which
were equally split between high-
and low-performance firms
based on the number of lost

workdays per 100 employees.
The study was funded by the

Michigan Department of Labor;
the Upjohn Institute; and Michi-
dan State.

The other lead researcher, Ro-
chelle V. Habeck, an associate

professor in rehabilitation coun-
seling at Michigan State, said the

ts¥mposium examines
Workers comp system
EAST LANSING, Mich.-The 16th annual National Sympo-

sium on Workers Compensation was held July 12-15 at Michi-
gan State University's Kellogg Center in East Lansing, Mich.

A diverse group of about 120 participants
and speakers-including college professors,

state administrators, employers, insurers,
NANONAL labor representatives and claimants' attor-

!  SYMPOSIUM neys-heard presentations and discussed at
A bN length key issues in workers comp.
7'WORKERS'

COMFENSANON
The gathering marked the 20th anniver-

sary of a report by the National Commis-
sion on State Workmen's Compensation

Laws and featured members of the commission discussing cur-
rent workers comp conditions.

In addition, symposium speakers and participants discussed
other topics, including the role of state funds, permanent partial
disability, opportunities for improvement by individual em-
ployers and the role of claimants' attorneys.

Since 1991, the symposium has been directed by Edward
Welch and John Burton.

Mr. Welch, a former claimants' attorney, was director of
Michigan's Bureau of Workers' Disability Compensation from
1985 through 1990. He is now an assistant professor at Michigan
State's School of Labor and Industrial Relations. In addition,
he edits "Ed Welch on Workers' Compensation," a bimonthly
newsletter.

John F. Burton Jr., who was chairman of the national com-
mission, is · director of the Institute of Management and Labor
Relations at Rutgers University in New Brunswick, N.J., where
he is also a professor. He is the editor of "The Workers Compen-
sation Monitor," a bimonthly newsletter.

The 17th annual symposium is expected to be held next sum-
men though date and place have not been set. For information,
contact Mr. Welch at 517-332-5266.

case management.
• Expand their return-to-

work programs beyond just
"light duty" posts.

By following these guidelines,
employers with good safety rec-
ords create the climate for suc-

'You need to get everybody involved' in
successful safety management through

cooperative labor-management relationships,
information sharing and opportunities for
employee participation, Ms. Habeck says.

findings indicate that employers
generally can control their work-
ers comp costs if they:

• Engage top managers to par-
ticipate actively.

• Analyze the real causes of
disability.

• Respond immediately to
identified problems.

• Link safety programs and
disability prevention efforts.

• Move hazard control "up-
stream" by focusing on loss pre-
vention efforts like ergonomics.

• Maintain an active role in
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cess, Ms. Habeck said. Such a

climate can only be created from
within the company, she said.

To do it, "you need to get
everybody involved" through co-
operative labor-management re-
lationships, information sharing
and opportunities for employee
participation, she added.

Potential difficulties include:

obtaining useful workers comp
data; winning supervisor com-
mitment and participation; and
implementing programs effec-
tively.

The study is an outgrowth of
an earlier study of differences in
employers' workers comp claim

rates in Michigan done by re-
searchers including Mr. Hunt;
Ms. Habeck; Michael J. Leahy,
an assistant professor at Michi-
gan State; and Edward M.
Welch, an assistant professor at
Michigan State and a director of
the national symposium.

That study found that:
• There are "very substantial

intrastate differences" among
employers in the same industry,
which by some measures are
"significantly larger" than inter-
state differences found in other
studies."

• Three important factors dis-
tinguishing companies with fre-
quent claims from those with less
frequent claims are: safety and
prevention of work-related acci-
dents; managerial style and cul-
ture of the organization; policies
for the prevention and manage-
ment of disability.

"Those employers which most
frequently engaged in safety and
prevention efforts, which tend to
have an open managerial style
and a corporate climate that
shares decision making, and
which make the most effort to

prevent and manage disability
are the employers which most
likely will have low workers
compensation claims frequency,"
the earlier study concluded. •

Workers comp report
Continued from page 10
confront the underlying issues of
their workers compensation sys-
tems," said John H. Lewis, a
Miami attorney who was the
commission's associate executive

director and chief counsel. In-

stead, the report's format gave
states the impression they "could
do something very significant
without thinking about it," by
passing the recommendations.

Labor unions fault the com-

mission's report for not advocat-
ing that increases in workers
comp benefits be indexed to in-
flation, said labor attorney Mr.
Elisburg.

These experts are divided on
whether substantial change in
the workers comp system could
occur now.

Some current factors favor

change, like rising medical costs
and insurers' willingness to ex-
periment with alternative ap-
proaches like 24-hour coveraAe

But other factors are inhibiting
change. Among these are the lack
of support for a new commission
to provide guidance to states, as
well as an increase in the number

of professionals-like lawyers
and rehabilitation specialists-
who earn their living from the
current system.

"Each has sufficient influence

to veto anything," he said, and
not one has enough strength to
accomplish any real change.

"No one is happy with the sys-
tem, but they don't have the
votes (to reform it)," Mr. Tebb
said. •



Continuous safety process
beats out gimmicks: Experts

By MEG FLETCHER

EAST LANSING, Mich.-Em-
_ ployers can

best prevent
workplace

NATIONAL accidents by
, AYMFUSIUA4 developing a

framework to
WORAERS' identify and 
COMPENSAHON reduce haz-

ards on a

continuing basis, experts say.
That approach will prevent more

accidents than targeting unsafe
acts independently, said Albert A.
Mangone, director of retail cus-
tomer training and service for Lib-
erty Mutual Insurance Co. in Bos-
ton.

He outlined key points of Lib-
erty Mutual's "Quality Safety Pro-
cess" recently at the 16th National
Symposium on Workers' Compen-
sation at Michigan State Univer-
sity.

Too often, companies try to de-
press claims through "gimmicks"
or less comprehensive safety pro-
grams, Mr. Mangone said.

For example, many companies
try to promote safety by primarily
focusing on the number of days
employees have worked without a
lost-time injury, said Edward
Welch, an assistant professor at
Michigan State, workers compen-
sation newsletter author and co-

director of the symposium.
Employees get prizes like wind-

breakers when the goals are met.
But this approach encourages em-
ployees to underreport small acci-
dents and problems that may lead
to larger losses later, he said.

Instead, Mr. Mangone recom-
mends a formal process of survey-
ing for hazards, identifying them
and encouraging employees-
through training and rewards-to
abate them.

The goal is to have workers and
managers constantly on the look-
out for hazards and either reduce

them immediately or report them
before accidents occur, he said.

Hazards can be identified by uti-
lizing the expertise of safety and
management professionals as well
as experienced workers.

In preventing losses, "the key is
to carry on the process jointly,"
Mr. Mangone said. "It's essential to
get the employee involved."

Companies also should learn
from their experience by analyz-
ing data from accident and loss
reports and first aid logs.

Hazard surveillance procedures
include monitoring employees' ac-
tions as well as workplace condi-
tions, often with the help of safety
checklists developed by employees.

Once the checklist is completed,
employers should avoid the pitfall
of failing to evaluate it, he said.

Mr. Mangone also recommends
tracking progress every month or
so by tallying hazard rates rather
than claims frequency rates. Em-
ployers should divide the number
of hazards found by some mea-
sure of exposure, like sales volume
or number of hours worke4, he
suggested.

Charts could show the employ-
ee how the hazard rate has

changed over time, for instance. Or
photographs could show hazards
that have been or will be abated.

Companies can then establish
targets and reward those who meet
them. Employees should only be
rewarded for good performance
and not punished for bad, Mr.
Mangone said. Rewards should be
cash or a substitute, paid as often
as possible and to as many individ-
uals and teams of employees as

possible.
Such prizes are "more positive"

and more within an employee's
control than are-for example-
awards for going a certain number
of days without a lost-time injury,
Mr. Welch said.

Managers, however, should be
both rewarded for good perfor-
mance and punished for bad per-
formance through a credit and
debit system or charge backs, he
said.

In addition, the data obtained
in the hazard surveillance process
should be used to periodically re-
vise the entire system, he said.

Liberty Mutual provides the loss
control program he outlined to pol-
icyholders free and to other com-
panies for a fee, he added. /
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Management gets behind plan to cut w
By MEG FLETCHER cost-cutting measures at the recent

National Symposium on Workers
EAST LANSING, Mich.-In a Compensation at Michigan State

feat that University.
would make Weyerhaeuser's efforts began in
even Paul 1982 when a cost-containment

NATIONAL Bunyan study showed that the company

MPall,IM proud, lum- could save $3.5 million to $6.8 mil-
ber giant lion annually in workers comp

WORATRS Weyer- costs.

COMPENATION haeuser Co, It took several steps to achieve
has saved significant savings at the company,

nearly $200 million in workers which had been self-insured in

compensation costs since 1984. most states for decades, Mr. Gip-
"It's a true success story" be- son said.

cause the company's program also Among the "ingredients for sue-
emphasizes treating injured em- cess" were management accep-
ployees "with dignity and respect," tance of the plan and a conviction
said Kenneth L. Gipson, corporate that accidents must be prevented,
director of safety, health and statu- he said.

tory benefits for the Tacoma, That point was driven home to
Wash.-based company. operating units, which were made

He discussed the company's more responsible for the cost of
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orkers comp costs
worker injuries and illnesses.

Weyerhaeuser expanded its pro-
gram of self-administering workers
comp claims in 44 states between
1984 and 1987, rather than relying
on an outside service company.

In addition, Weyerhaeuser estab-
lished an excess insurance program
at its corporate level and increased
its retention to $5 million from
$500,000.

Claims administration was cen-

tralized, with the number of pro-
fessional claims handlers tied to
the volume of claims administered.

And claims handlers were required
to understand workers comp regu-
lations and follow the company's
one-page statement of corporate
philosophy.

Among the principles outlined in
that statement is that workers who

make claims are to be treated

"with dignity and respect." Legiti-
mate claims are to be handled "by
swift, efficient and equitable eval-
uation and payment."

The philosophy statement con-
tinues: "If there is any doubt about
the circumstances of the injury, all
doubts will be resolved in the favor

of the employee. The highest stan-

dard of care will be extended to

our injured employees to guarantee
rapid recovery with the least possi-
ble residual disability."

In addition, the full range of re-
quired benefits will be provided
"in a prompt, fair and equitable
manner," according to the state-
ment.

"The company will not attempt
to create savings in workers com-
pensation costs by denying or de-
laying an injured employee's bene-
fits. Savings will come from
accident prevention, early return-
to-work programs and job modifi-
cation, which are consistent with
medical opinions.

"The decision to deny a claim
shall not be made capriciously, but
only after there is clear evidence
that Weyerhaeuser is not responsi-
ble for the injury or disease. The
decision shall be unbiased and

based on legally sound evaluation
of the facts of the case with no con-

sideration made toward compro-
mise until so ordered by the appro-
priate agency."

The company requires claims
handlers to focus on serving one
of three "customers," which are

identified as the manager of the
operating unit, the injured em-

ployee and the state agency, Mr.
Gipson said.

By several measures, Weyer-
haeuser's workers compensation
program has been very beneficial
to the company.

Weyerhaeuser estimates that,
based on national trend data from
the National Foundation on Work-

ers Compensation, the company
saved $196.6 million between 1985
and 1991 by keeping a handle on
workers comp cost increases.

In 1991 alone, the company's
$18.4 million in incurred costs, in-
cluding administrative expenses,
was $62 million less than the $80.8
million in premium it would have
paid under a fully insured pro-
gram.

Incurred cost per employee
dropped to $300 last year from
more than $750 in 1984, while cost
per man-hour dropped to less than
20 cents from nearly 40 cents in
1984.

In addition, the number of in-
dustrial-injury claims dropped to
about 5,000 in 1991 from about
10,000 in 1982. That drop resulted
in marked decreases in the number

of full-time employees absent from
work as well as paid lost work-
days.

"The reduction in the number

of injuries is really the driving
force" behind the savings, Mr.
Gipson said. I

NCCI introduces evaluation plan
to shape up assigned risk pools

By DEBORAH SHALOWITZ

NEW YORK-Workers compen-
sation insurers that participate in
residual markets in 25 jurisdictions
are eligible for rewards and subject
to penalties under a new program
designed to improve service to em-
ployers in assigned risk pools.

The program, announced last
month by the National Council on
Compensation Insurance and ef-
fective immediately, rewards those
insurers whose loss experience is
better than the average for all ser-
vicing insurers in a jurisdiction. Si-
milarly, poor performers will be
penalized.

Residual market insurers also

are evaluated on how well they
manage underwriting, premium
audits, loss control, financial
transactions and claims. Penalties

are assessed for a "marginal" rat-
ing and for an "unsatisfactory"
rating in any of these categories.

The pr6gram aims to counter
"any perception that assigned risk
servicing carriers perform a 'pass-
through' function and may have
little incentive to perform effi-
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ciently," said NCCI President Wil-
liam Hager. "It is also an attempt
to help curtail the disastrous losses
suffered by all workers compensa-
tion insurers in the residual mar-

ket."

Critics of residual market ad-

ministration contend that servic-

ing insurers provide poorer loss
control and other services than in-

surers writing in the voluntary
market (BI, Sept. 16, 1991).

Residual markets take different

forms in different states. Most are

administered by the NCCI.
In these states, employers that

cannot buy workers comp cover-
age in the voluntary market are
assigned to one of several "ser-
vicing insurers," which writes the
coverage and handles claims. But
premiums paid by a policyholder-
and the claims it incurs-are

shared by all insurers writing vol-
untary workers comp insurance in
the state.

Residual market insurers in 23

states plus the District of Columbia
are covered by the new NCCI stan-
dards. These states are: Alabama,
Alaska, Arizona, Arkansas, Con-
necticut, Florida, Georgia, Idaho,
Illinois, Indiana, Iowa, Kansas,
Kentucky, Mississippi, Missouri,
Nebraska, New Hampshire, Ore-
gon, South Carolina, South Da-
kota, Tennessee, Vermont and Vir-
ginia.

The program also has been re-
commended to four states that

have independent administration
of the workers comp residual mar-
ket: Delaware, Hawaii, New Jersey
and North Carolina.

The program does not have to
be approved by individual states,
except for Alaska, before imple-
mentation.

Under the first part of the
NCCI's new program, the accept-
able loss ratio range is set at 90%
to 110% for a workers comp in-
surer with premium volume of
more than $30 million. Insurers
with a loss ratio lower than 90%

will receive a reward of 20% of

the insurer's paid losses below that
threshold. Insurers with a loss ratio

exceeding 110% must pay a penalty

of 20% of paid losses exceeding the
limit.

For insurers generating between
$10 million and $30 million in pre-
mium volume, the range is 85% to
115%. Rewards and penalties are
20% of the insurer's paid losses
falling outside those parameters.

For insurers generating between
$5 million and $10 million in pre-
mium volume, the range is 80% to
120%; for those with premium vol-
ume of $2.5 million to $5 million,

the loss ratio range is 75% to 125%.
Rewards and penalties are 20% of
the insurer's paid losses falling
outside those thresholds.

Insurers with less than $2.5 mil-
lion in premium volume are ex-
empt from the rules.

Penalties are capped based on
a mathematical formula.

Under the second part of the
program, servicing insurers are
evaluated on 10 key activities that
can adversely affect financial re-
sults: premium calculations; pre-
mium audits; mandatory prelimi-
nary audits; additional premium
endorsements; cancellation when

non-disputed premium is not paid;
loss control survey; loss control
recommendations follow-up; claim
investigation/injured worker con-
tact; disability management
through a continuing dialogue with
claimant, physicians and the em-
ployer; and an integrated medical
management program.

On a first evaluation, the pen-
alty for a "marginal" rating in
most categories is $500 per cat-
egory. The exceptions, with pen-
alties of $1,000, are the loss con-
trol recommendations follow-up
and claim investigation/injured
worker contact categories.

For "unsatisfactory" ratings, the
penalty is $2,000 per category, ex-
cept for the loss control categories,

which carry a $3,000 penalty. The
maximum penalty on a first evalu-
ation is $200,000.

On a second evaluation, penal-
ties for "marginal" judgments are
doubled, up to a maximum of
$250,000, while penalties for "un-
satisfactory" judgments are tri-
pled, up to $500,000.



Candidates attack

Continued from page 1
new tax credits and deductions to

help the poor and middle class buy
health insurance (BI, Feb. 10)

Meanwhile, Senate Democrats
last week also lit into the presi-
dent, charging that he has no in-
terest in health care reform.

President Bush is "callous and

indifferent," charged Sen. John D.
Rockefeller IV, D-W.Va. "I don't
know how he can be so callous on

such a clear and overwhelming
problem."

He "does not care one whit about

health care," Sen. Rockefeller
added.

The administration's health care

package is flawed because it does
not ensure that all Americans will
have health insurance and it does

nothing to control costs, said Sen.
Edward M. Kennedy, D-Mass.

"President Bush is playing pol-
itics with a life and death issue,"
said Sen. Bob Kerrey, D-Neb.

Sen. Paul Wellstone, D-Minn.,
said Gov. Clinton and President

Bush have completely different at-
titudes on access to health care.

"The fundamental difference is

that Clinton knows health care is

a right, not a privilege," Sen. Well-
stone said.

Sen. Rockefeller contrasted Pres-

ident Bush's "indifference" to
health care issues to Gov. Clinton's

interest. "He (Gov. Clinton) knows
health care. We will have compre-
hensive health care legislation
within a year if he is elected," Sen.
Rockefeller said.

While Senate Democrats will

continue to press for reform leg-
islation, Sen. Rockefeller was not

sanguine about the prospects this
year. President Bush would proba-
bly veto any Democratic proposal,
he said, and the Democrats would
not be able to override a veto.

Administration officials last

week defended the president's
health care proposal.

"The president's health care plan

No gag order
in Phillips blast

BARTLESVILLE, Okla.-Phil-
lips Petroleum Co. says an inter-
nal investigation shows employees
were not told to lie or to withhold

information during an Occupa-
tional Health and Safety Adminis-
tration investigation of a 1989
plant explosion.

Federal labor officials still are

looking into a Phillips employee's
charge, made in a letter to the com-
pany chairman, that he was told by
supervisors to give as little infor-
mation as possible to OSHA.

Investigators were looking into
the explosion at the Pasadena,
Texas, plant that killed 23 and in-
jured more than 130 (BI, April 20;
Oct. 30, 1989).

Phillips says it sent the results
of its investigation to the inspec-
tor general's office of the U.S. De-
partment of Labor in Houston and
to OSHA.

Meanwhile, Fish Engineering &
Construction Inc. has agreed to pay
$100,000 to settle an OSHA cita-
tion stemming from the explosion.

Four of the fatalities and 52 of

the injured were employees of Fish,
which was a maintenance contrac-

tor at the plant.
Fish did not admit any respon-

sibility for the blast. As part of
the agreement, it will implement
a corporatewide health and safety
program.

Phillips agreed last year to pay
a record $4 million to settle OSHA
charges from the incident (BI, Aug.
26, 1991).

-By Michael Bradford
and Sara Martey

controls health care spending by
attacking the cost drivers in health
care and not by fiat and govern-
ment price controls. We believe
this legislation provides urgently
needed help to millions of Ameri-
cans, enabling them to have access
to affordable health insurance im-

mediately," said Gail Wilensky,
deputy assistant to the president
for policy development.

Kevin Moley, deputy secretary at
the Department of Health and
Human Services, said Gov. Clin-

ton's health proposal would lead
to rationing of care and a mas-
sive tax increase.

Mr. Moley also charged that Gov.
Clinton has an outline, not a de-
tailed legislative proposal.

"Three pages does not constitute
a plan. We have heard for three
days now that this administration
doesn't have a plan. We have a
plan. Gov. Clinton does not have a
plan," Mr. Moley said. •
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Colorado

Continued from page 3
know it," said Robert Ferm, an
attorney with Hall & Evans in
Denver and counsel for the

American Insurance Assn. "It

will have a serious detrimental

impact on employers, employees,
the cost of goods and services,
the state and local entities."

Mr. Ferm said the AIA plans to
examine the signatures.

"It puts us back in the Dark
Ages, prior to the advent of
workers comp," said Gary Pon,
president of the Denver-based
Colorado Compensation Insur-
ance Authority, the state's com-
petitive workers comp fund and
the largest underwriter of work-
ers comp coverage in Colorado.
"It's a giant step backward.
Every injury could result in a
Suit."

However, "Employers have
nothing to fear if they provide a
safe workplace," said Eldon W.
Cooper, president of the Colo-
rado AFL-CIO. "The burden of

proof is still on the claimant to
prove that the company knew
unsafe conditions existed and re-

fused to do anything about it.
"All we want is a safe work-

place. We hope no one ever has
the opportunity to sue" under
the amendment, Mr. Cooper said.

The standard of knowingly
maintaining an unsafe work-
place is the same as the "willful
misconduct" benchmark under

which injured workers in most
states can file tort lawsuits

against their employers, con-
tends Craig Eley, the Denver at-
torney who wrote the amend-
ment.

Colorado courts, though, have
not upheld willful misconduct as
a valid reason for bypassing ex-
elusive remedy of the workers
compensation system, explained
Mr. Eley of Eley & Eley, who
represents injured workers. "In
Colorado, willful, intentional
acts have never been a way
around exclusive remedy."

The changes made by the
amendment would affect "very
few injured workers," according
to Mr. Eley. However, "There
will be fewer injuries, fewer
workers on comp. It gives em-
ployers an incentive to keep their
work area safe," he said.

Safety incentives are already
in place, countered Mr. Pon of
the state fund.

"The cost of insurance is very
sensitive to the frequency and se-
verity of accidents," he noted.
For example, the Colorado Com-
pensation Insurance Authority
offers 20% premium discounts
for employers with no or few ac-
cidents, regardless of size. For
companies paying premiums of
more than $100,000 annually, up
to 40% discounts are available.

Safe Workplace Colorado also
says the amendment is an at-
tempt to counter a reduction in
benefits that was part of a work-
ers comp reform package that
went into effect July 1, 1991. The
package also precludes workers
65 and older from claiming per-
manent total disability (BI, July
1, 1991; May 13, 1991).

"Workers comp benefits have
been cut so badly. It's not fair. If
employers want to have immu-
nity from responsibility, they
have to give something in re-
turn," Mr. Eley said.

The 1991 reform law awards

higher benefits to workers with
serious injuries and lower bene-
fits to those with minor injuries.
It also curbed unnecessary medi-
cal costs and streamlined the

workers comp system to elimi-
nate litigation (BI, July 1, 1991).

"It's not a perfect law," but a
constitutional amendment that

would stand for at least two

years is too extreme, Mr. Pon
said. "A more prudent course of
action would be to deal with in-

accuracies in the current work-

ers comp law."
Colorado's workers comp re-

forms prompted the National
Council on Compensation Insur-
ance last year to withdraw a re-
quest for a 36% rate increase,
ending 10 consecutive years of
rate increases, Mr. Pon said.
Next year, in fact, rates may fall,
he noted.

Meanwhile, preliminary hear-
ings are scheduled in Denver
District Court next week on a

lawsuit that challenges the con-
stitutionality of the reform law.
The suit was filed by the Work-
ers Compensation Education
Assn., a group of attorneys who
represent injured workers. I

Diamond Shamrock

Continued from page 3
Duolite was dismissed from

the case during the trial.
However, the jury found that

Diamond Shamrock fraudulently
concealed from Mr. Rosario the
results of medical tests that were

performed while he worked at
the factory. Those tests showed
that he had precursors to lung
cancer.

Since 1982, California law has
made fraudulent concealment an

exception to the exclusive rem-
edy doctrine of workers compen-
sation.

That exception was added
after a 1980 state Supreme Court
ruling in Johns-Manville Prod-

ucts vs. Superior Court. The
court ruled the workers compen-
sation law does not bar a worker

from suing an employer for ag-
gravation of a compensable in-
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jury when the employer fraudu-
lently conceals a worker's
disease.

The jury in the Diamond
Shamrock case also found that
Diamond Shamrock could be

held liable for negligence as the
premises owner during the pe-
riod Duolite operated the plant
and Mr. Rosario was directly em-
ployed by a Diamond Shamrock
subsidiary.

The jury found that Diamond
Shamrock could be sued as an

entity separate from the em-
ployer because it relinquished
direct management of the facility
to Duolite in 1981, three years
before Mr. Rosario retired.

Of the $4.7 million of damages,
$2.28 million was awarded for

non-employer negligence; $2.07
million was awarded for aggra-
vation of injury caused by the
employer's fraudulent act; and
$300,000 was awarded to Luzmi-

lia Rosario, Mr. Rosario's wife,
for loss of consortium.

No punitive damages were
awarded.

Diamond Shamrock will file

post-trial motions asking the
judge to set aside the verdict. If
those motions fail, an appeal is
likely, said one lawyer for the
company, Robert Eassa of Har-
din, Cook, Loper, Engel & Bergez
in Oakland.

Mr. Eassa declined to provide
information about Diamond

Shamrock's general liability in-
surance. But, he noted that the
company-and not its insurer-
hired him to defend the Mr. Ro-
sario's suit.

Mr. Rosario also has filed a

workers comp claim against his
former employer.

Several management lawyers
said the case broke no new

ground.
Continued on next page
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We make history. Othem simp
In 1917, American Re was formed to underwrite Worker's Comp
for seven coal mining families in Pennsylvania. Seventy-five
years later, one of our first clients is still with us. In fact, over half
of our clients have been with us 20 years or longer.

It takes enduring quality to maintain financial strength and
client relatiooships through hard and soft markets. In 1985,
when capacity got tight, we didn't close offices or reduce
coverage. Our record of constancy helped our clients through

the tough times. Some reinsurers didn't make the same constant
commitment: some didn't make it at all.

With stability, we offer innovation. Systems and services
especially designed to meet our clients' needs. We bring together
specialists from across divisional, corporate and geographic

lines to provide customized solutions for our clients. We have

actually restructured our company to give full access to the
best minds in the business with a flexible, coordinated response
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Diamond Shamrock

Continued from previous page
"This is not a precedent-setting

case," said Mr. Eassa, the lawyer
for Diamond Shamrock. "The prop-
osition that the case stands for is

that an employer that commits
fraud can be sued outside of the

workers compensation system. It's
akin to an intentional tort."

"I don't see this case as having
any precedential value," said Armen
George, an employer attorney with
Wunsch & George in San Francisco.
Both liability findings are based on
existing law, he said.

"It appears from the verdict that
Diamond Shamrock was found to

be wearing two hats at different
points in time," permitting it to be
held liable for fraudulent conceal-

ment as an employer and for negli-
gence as a property owner, he ex-
plained.

Mr. George said he was heart-

ened by the fact that no punitive
damages were awarded, "which
shows that juries do draw a dis-
tinction between evidence theories."

For punitive damages to be
awarded, there must be clear and
convincing evidence, while negli-
gence must be proven by only a

edy doctrine, you have to establish
fraud."

Still, Mr. Miller admonishes em-

ployers not to conceal from work-
ers evidence of possible exposure
to hazardous substances in the

workplace
"It would appear that the ver-

'It appears from the verdict that Diamond Shamrock
was found to be wearing two hats at different points
in time,' permitting it to be held liable for fraudulent
concealment as an employer and for negligence as

a property owner, explains Mr. George.

preponderance of evidence.
"I don't see anything new here,"

concurred Joe Miller, an attorney
with Seyfarth, Shaw, Fairweather
and Geraldson in Los Angeles. "In
order to get past the exclusive rem-

1
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ly become it.

diet does not break any new
ground," concurred Andre Cronth-
all, a workers compensation attor-
ney with Sheppard, Mullin, Richter
& Hampton in Los Angeles.

Noting that "Diamond Shamrock

apparently wasn't the employer,'
Mr. Cronthall said that existing law
already provides injured employees
a remedy through the tort system
when they can prove "the parent
company doesn't have day-to-day
control over the employer."

However, Mr. Simon, the retired
worker's attorney, said the case may
have some value as precedent.

Because the jury found that the
parent company could be sued for
premises liability separately from its
subsidiary, the case may open the
door for other similar suits, he said.

"The court said, 'If you abdicate
responsibility for operating the fa-
cility, you still can be held responsi-
ble,' " Mr. Simon said. "This could
subject other decentralized corpora-
tions to increased liability expo-
sure."

Rosario vs. Diamond Shamrock

Corp., Alameda County Superior
Coun, No. 687219-1.
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State comp fund
may be liable for
punitive damages

SAN BERNARDINO, Calif.-
California employers that buy in-
surance from a state workers com-

pensation fund may be able to seek
punitive damages for improper
claims handling if a state appellate
court makes permanent a tentative
opinion.

Even though the 4th District
Court of Appeal heard oral argu-
ments in the case just last week,
it already has issued a tentative
opinion that a policyholder can sue
State Compensation Insurance
Fund of California for punitive
damages.

And while it is possible that the
appellate court will contradict its
tentative ruling when it issues a
permanent opinion within the next
30 days, it is unlikely, said Ni-
cholas Roxborough, the Los An-
geles lawyer who represented the
policyholder, Courtsey Ambulance
Service of San Bernardino, Calif.

An attorney for the state fund
is far less certain. "We don't know
whether the tentative decision will

stick," said Andre Cronthall of
Sheppard, Mullin, Richter &
Hampton in Los Angeles.

Until the final decision is handed

down, Mr. Cronthall said he would
not cornrnent on the likelihood of

an appeal.
In its ruling, the appellate court

found that the state fund lost its

statutory immunity in 1979 when
Insurance Code Section 11873 was

enacted.

That statute states: "The fund

shall not be subject to the provi-
sions of the Government Code

made applicable to state agencies
generally or collectively, unless the
section specifically names the fund
as an agency to which the provi-
sion applies."

Furthermore, according to the
ruling, the fund "is authorized to
transact workers compensation in-
surance. . .to the same extent as

any other insurer" in the state. The
ruling continues, "Property be-
longing to SCIF is not considered
'state property' for the purposes of
exemption from state taxes, and
SCIF is generally subject to the
payment of taxes on the same basis
as any other insurer."

The fund, however, contends

that it is a public entity that can-
not be sued for punitive damages.

The case stems from a 1991 law-

suit in which Courtesy Ambulance
accuses the fund of failing to re-
turn adequate dividends and es-
tablishing excessive claims re-
serves that artificially inflated its
experience modification factor.

That lawsuit is awaiting trial,
pending a final decision on the im-
munity issue.

-By Joanne Wojeik

Aon Risk Services

acquiring Wexford
CHICAGO-Aon Corp.'s rein-

surance and alternative insur-

ance services subsidiary, Aon
Risk Services Inc. of Chicago,
has agreed in principle to ac-
quire Wexford Underwriting
Managers Inc.

San Francisco-based Wexford

is a leading provider of excess
workers compensation insurance
for qualified self-insurers. Cov-
erages developed by Wexford are
marketed through a national net-
work of agents and brokers on
behalf of Transamerica Insur-

ance Co.

Wexford also has offices in

New York and West Palm Beach,
Fla. •
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peShedding a bad image
Financial reinsurance now a valued financial management tool

By Franklin W. Nutter

INANCIAL REINSURANCE facesan undeserved image problem.
Notwithstanding its alleged checkered

past and some current regulatory
desires for simplistic explanations of

these complex transactions, the $4
billion U.S. financial reinsurance

market has developed a useful product
that often is integral to corporate
strategic planning and sound financial

management.

In the not too distant past-the early
198Os-financial reinsurance was

written customarily to cover past
obligations of troubled insurance
companies. There are reported
instances where financial reinsurance

contracts were written with little or no

underwriting risk by undercapitalized
reinsurers, particularly those not
admitted or authorized in the United

States. Regulators were rightfully
concerned about the use of this

product to bolster distressed

companies or present an inaccurate
financial picture.

These types of retrospective
financial reinsurance transactions

appear largely to have been driven
from the market by the adoption in

New York of Regulation 108, which
restricted certain loss portfolio

arrangements. Now retrospective
contracts are written for a variety of
common purposes, including
commutations, structured settlements,

mergers and acquisitions, and for
companies withdrawing from certain
lines of insurance. All of these

transactions' traditionally involve
appropriate regulatory attention.

Today's financial reinsurance

markets offer many prospective
financial and coverage uses, including:

• Filling gaps in available insurance

capacity (e.g., catastrophe
reinsurance).

• Moderating underwriting cycles
and stabilizing underwriting
experience.

• Protection against the future, such

as major financial shocks
(earthquake).

• Reducing exposure to future
adverse loss development.

• Protection against uncollectible
reinsurance.

Regulatory concern and interest is
legitimate, of course. Where financial
reinsurance might present an incorrect
financial picture of an insurer or mask

the true loss ratio or loss development
pattern of the company-and certainly
where it masks an insolvent or

impaired financial condition-
financial reinsurance deserves

regulatory scrutiny.

But today's financial reinsurance
market is dramatically different from

just a few years ago.
Much of the financial reinsurance

now written is by the traditional
admitted and authorized reinsurance

marketplace-which is fully subject to
regulatory review and analysis-and is
placed with one of about 20 highly
capitalized insurers, both admitted
and non-admitted. In addition, the

market has responded to the initiative
of the Financial Accounting Standards
Board, the American Institute of

Certified Public Accountants and the

National Assn. of Insurance

Commissioners in their proposals or

requirements for both underwriting
and investment risk in the product.

Regulators and accountants should
assess financial reinsurance

transactions applying the following
guiding principles:

• Take a holistic approach in
reviewing financial reinsurance.

Financial reinsurance is designed
and written in today's market to
embrace both operating performance
and the financial outcome of the

transactions. Regulators and
accountants should look at it the same

way. Companies engaged in these
transactions focus on the overall

economic effect; regulators and
accountants should do the same.

• Regulators should be pleased-not

apprehensive-tosee the development
and use of this product.

Financial reinsurance is now often

designed to protect the capital base of
an insurer over a period of years.
Given this function, it should be

encouraged.
• Traditional reinsurance and

financial reinsurance are moving
closer together.

Since many traditional reinsurance

products incorporate financial
considerations, and the initiatives by
FASB and the NAIC encourage
financial reinsurance to incorporate
underwriting risk, the financial
reinsurance contract, like its

traditional reinsurance counterpart, is

an integrated one. Regulators and
accountants should not try to
segregate the transaction.

• Financial reinsurance

arrangements should be part of the

long-term strategic plan for an
insurer.

Regulators should assess the impact
of financial reinsurance with this in

mind.

• Two recent regulatory and
accounting developments, if allowed

Continued on nezt 'Page

ASK A RISK MAINAGER
Overcoming the challenges
of finger-pointing mentality

Q
Amid the changes you have

witnessed in the insurance

industry, what has been the

toughest issue you've faced,
and how have you responded
to it?

Over the years, I have faced

"opportunities," because dealing

many interesting and difficult
risk management issues. I have
chosen to consider these issues

with them in a positive light was
far better than perceiving them
as problems. However, some of

the "opportunities" I've encountered in the last five
years have provided more thrills and chills than I
had bargained for.

Pondering an appropriate response to this
question has caused me to reflect seriously on the
current state of affairs in our industry. And from my
vantage point, one of the toughest issues facing risk
managers is an apparently predominant attitude in
our society that can be summed up as "blame it on
the other guy." Our patience and wallets have been
drained with the onslaught of litigation which
seems to drive the insurance system.

The unfortunate result of this finger-pointing
mentality is that decision makers find their good
judgment impeded by the overwhelming fear that
they will be punished financially for the fault of
others. The threat of litigation and the costs of

having to function within the bludgeoning legal
system have strangled many an entrepreneur who is
struggling to make a profit. I'd like to offer a few
examples to illustrate this point.

Perhaps the most appropriate place to start is
with the liability area, which includes premises,
products and auto exposures. Although I have to
reach far back in my memory, I do remember the
days when we paid for only "reasonable"
complaints. The injured party appeared to have a
legitimate gripe, and we felt a moral obligation to
compensate him or her for whatever damages
resulted from the incident. And the damages were
tangible. We paid for "real" medical bills, lost
wages or destroyed property. There was little or
none of the legal nonsense we now take for granted
as a natural step toward settlement.

Today, it seems everyone claims mental anguish
and severe emotional distress. How about my mental
anguish and emotional distress from having to deal
with the stuff? How many of us haven't faced the
unsettling experience of informing our senior
management that it's in our best interest to settle a
claim-although liability was doubtful-because it
was the most economical approach? Forget fairness
when settlement hinges on the political flavor of the
jurisdiction involved or, heaven forbid, the
presiding judge's disposition. Let's keep the
frivolous claims out of the courts and allow the

judicial system to focus on preserving and
administrating the rights of real victims.
Unfortunately, despite a great deal of bravado a few
years back about tort reform, the deep pocket
mentality is still alive and well.

The second part of the question asked how I have
dealt with the issue. I believe in a two-pronged
approach-education and control. It is critical for
me to understand the dynamics of the liability area.

The continuing educational process centers on
reading professional publications, attending
seminars and networking with my peers to discuss
how they tackle similar matters. And, of equal
importance is the need to educate management
about the sensitive and serious nature of liability
issues. We can avoid liabilities or minimize their

impact on our operations if we are conscientious
and professional in our conduct. It is easier for
management to buy into a "liability avoidance
mind-set" when they are aware of the consequences.

The educational process expands into the control
area as well. When dealing with outside claims
administrators, legal counsel or any other outside
party, it is necessary for you to communicate in
direct, explicit terms how you want matters
handled. I spend a significant portion of my time
managing claims. The process includes coordinating
activities with outside service providers, designing a
claims-monitoring system and communicating the
status of cases to the appropriate persons within our
organization.

Another area which has been severely impacted
by the "blame it on the other guy" attitude is
workers compensation. Let me begin by stating that
I honestly believe the majority of work-related
claims are valid. However, we all know of people
who have learned how to use the system to personal
advantage. And, there are a good number of
attorneys who feed off this system and have helped
create the monster that exists today. Workers
compensation provides an excellent illustration of
how regulators have turned what was a relatively
simplistic program into a complicated tangle of
bureaucracy.

I do remember the time when an injured person
had to describe an accident in order to receive

Continued on next page
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Financial reinsurance of financial reinsurance (BI, March statutory accounting, but this does not financial reinsurance For many
30) make it an Inherently bad product companies, it has become an mtegral

Contznued from previous page In time, the regulatory and Instead, it should be recognized by part of their long-term strategic plan
to work, would alleviate much of the accounting communities must address regulators as part of a company's Regulators should resist the temptation
current concern about financial the inherent stress between statutory long-term financial picture to react m the 19905 to the problem of
reinsurance and Generally Accepted Accounting Regulators and accountants should this market in the early 1980s Instead,

The NAIC's requirement of Practices accounting methods, not push for a blanket or a uniform they should recognize financial
incorporating both underwriting and particularly as they relate to financial approach to all financial reinsurance reinsurance as a creative new product
investment rlsk m financial reinsurance Financial reinsurance is At most, regulators and accountants that deserves regulatory oversight but
reinsurance products has been normally written on a multiyear basis should approach financial reinsurance should be allowed to work
acknowledged by the marketplace and treating a company as an ongoing through disclosure requirements,

8»should dispel concerns about products concern Statutory accounting sees a particularly for material transactions *I

that were the suk)lect of much of the company as a liquidating balance, le, It should be recognized that contracts
early 1980s concern the company's bottom line net worth are always customized to the parties

Secondly, the NAIC's requirement to as of a given point in time, assuming And, in today's market they are
P'j gross up the balance sheet of the company was liquidated on that generally between two healthy lip - J Frankl:n W Nutter w : M
- insurance companies in order to assess date insurers, not the salvage operations of pres,dent of the

the full impact of a company's total The function of financial some years ago » Reinsurance Assn of 4
reinsurance program should provide a reinsurance may be somewhat There are many legitimate purposes, Alll America in
clear picture of the impact and value incompatible with this philosophy of prospectively and retrospectively, for Washington

4Finger-pointing mentality
answersContinued from previouspage employee to work as quickly as possible Our Ask A Risk Manager, Ask A Benefits Manager, Ask

compensation, and the accident had to be reported message centers on the fact that a work-related A Beneflt Actuary and Ask A Casualty Actuary answer V
promptly by the injured employee The present illness or injury affects everyone Those employees wntten questions from readers on ns/c and benefus I.

management :ssues and actuanal problemssystem resembles something on the order of a who are out on disability must remain connected
This month's column on rtsk management issues 84 1 welfare program It is now assumed that everyone to the system and not forgotten until they have a

wntten by Susan M Werner. director. should be compensated for Just about everything return-to-work release of nsk management at Hardee's Food
Who is willing to stand up for the rights of Our controls include an aggressive claims Systems Inc in Rocky Mount, N C

employers9 Over the past several months we hear of management program that includes a wide spectrum Dennis J Nirtaut, manager Of
employee bentf:ts at Continental, more and more states that are attempting to initiate of health management services The goal is to
Bank Corp in Chicago, answersworkers compensation reforms I caution you not to control costs and avoid the cost of litigation quest:ons on employee benefit plans

be carried away by the euphoria that reform is whenever possible We will fight questionable cases Witham J Miner, an actuary with The
under way The system did not go bad overnight, and have employed every practical means, such as Wyatt Co in Chicago, answers
and it will take many months-and perhaps several surveillance, to deny suspect claims m& actuanal questzons on benefits issues

-'-- And, Richard E Sherman, presidentyears-to see positive results In many ways, the "blame it on the other guy" Ms. Werner of Pactfic Actuartal Resources (PAR)Our involvement in handling workers mentality has forced us to be more in tune with Excellence :n Ashland, Ore, answers
compensation Issues mirrors what is done in the what we do and how we do it As someone who has actuanal questions :n the casualty fleld

-- liability area The ultimate objective is to prevent a been around for a while, I've come to realize this is a Ms Werner's and MY Nirtaut's columns appear on
the second Monday Of alternate months Mr Miner's-, claim from originating by following the safety never-ending challenge But then, that's what the and Mr Sherman's columns appear atternately on the, guidelines contained in our accident prevention risk management process is all about I first Monday Of each month

program From an educational standpoint, we strive Ms Werner's next column witt appear in October
U.*

1* to inform all levels of management of the Address your questions to ASK, Business Insurance,
Would you tike advice from an expenenced cotteague 740 N Rush St, Chicago, Ilt 60611: e importance of prompt reporting of work-related, on a rzsk management, benefzts management or Please give us your name, title and employer,injuries and illnesses4 actuanal problem? Four features in the Perspective however, Bus:ness Insurance w:ll cons:der unsigned

Our next focus is to return the injured or 111 sectzon Of Business Insurance can give you some letters

Avoiding the risks of unethical conduct
44
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1.

s Ethical in Business.
Boola & ld<eas as an analytical framework, he faced by business professionals and

By Verne E. Henderson identifies the variables in different tells how they can be resolved, reports
Published by MeGraw-Hill Inc., ethical problems, cites concrete on new ways to meet rising public

11 West 19th St., New York, N.Y. development and conflict examples of companies and executives expectations on various ethical issues
10011 management A consultant to many mired in ethical quicksand and ranging from sexual harassment to

$12.95 (paperback) maJor corporations, he also teaches at suggests ways to implement action environmental responsibility, assesses46

the Arthur D Little Management plans the potential effect on business of the
By Kevin M. Quinley Education Institute in Cambridge, Interestingly, some of the most present trend in federal regulationt

Mass prominent business ethics case studies continues, and analyzes ways for
4 66I)O THE RIGHT THING" is a In distinguishing tactics from deal with classic risk management companies to reconcile ethical

refrain heard not Just in Spike strategy, some suggest that tactics deal nightmares The author cites the considerations

Lee movies, but increasingly in the with doing things nght, while strategy following companies that have been In a broader sense, unethical
should deal with doing the right beleaguered by "shifts in the ethical conduct may be one "risk" that theboardrooms of corporate America as

4 well Virtually all agree that things Business ethics embraces the wind" Manville Corp for asbestos well-managed organization will5
businesses should "do the right thing," latter and might go one step further by manufacturing, A H Robins Co Inc address, in the same systematic
but exactly what constitutes ethical adding, "And not doing the wrong for its Dalkon Shield intrauterlne fashion that it manages any other
behavior in today's business world? things " Examining a wide range of device, Procter & Gamble Co for its insurable or uninsurable peril For
How should risk and insurance work-related ethical dilemmas, Mr Rely tampon, Ford Motor Co for the far-sighted firms and risk managers
managers-along with other business Henderson presents an informative, Pinto gas tank, and a number of pioneering in this direction, "What's
professionals-respond when they are non-preachy and highly readable look others Risk managers need not look Ethical in Business?" is a sound
confronted with ethical issues on the at some of the knottiest problems far for some of these ethical dilemmas compass to point them in the right Y

;, Job? faced by business professionals today, Without rushing to judgment on the direction
What happens when companies like including risk managers As he zeroes breast implant controversy, it is one of

E F Hutton and Drexel Burnham are in on conduct that ranges from the the ironies of modern business ethics
44

caught up in ethical controversies? morally dubious to the legally that Dow Corning Corp , a firm whose Kevin M Quintey :s vp of risk
What can risk managers learn from actionable, Mr Henderson shows how knowledge of implant hazards is semices for MEDMARC Insurance Co
these experiences? to determine what is-and is alleged to have gone back many years, Inc and subs:dtary Hamilton

Answers to these and many more not-ethical business practice had a formal corporate ethics Resources Corp ,
i challenging questions are found in this Since individuals and corporations program It raises the question of 4* both of Fairfax,

probing, provocative new book, alike must now conduct business in whether ethics can be taught, either by 1 4 Va MT Quinley holds
"What's Ethical in Business?" by the harsh glare of public, media and promoting it within the corporation or {@FV·- the Chartered

Verne E Henderson even legal scrutiny, today's standards by reading books about it Property & Casualty
Mr Henderson is the founder and are strict To meet this challenge, Mr Mr Henderson's work investigates  1 / -' Underwriter and

president of Revehen Consultants in Henderson has devised what he calls many other important aspects of 95".

rl Associate :n Risk
Brookline, Mass, specializing in areas an "ethical algorithm" for solving today's business ethics It describes Management
like business ethics, consensus ethical problems Using this algorithm the most common ethical quandaries designations
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Broker results "I think there's still less insur- 5 2% to $1 18 billion from $1 12 fold increase in international more difficult to reduce
ance being bought because of the billion, while interest income brokerage revenues to $45 6 mil- Mr Bell said Hall should do

Continued from page 3 pace of the economy," said Pa- dropped 35 9% to $82 million lion from $5 million better after it lS acquired by Aon
same kind of year it was last trick G Ryan, chairman and from $128 million Revenue increases were also with the elimination of both in-

year We've got to be very, very, CEO of Aon, the Chicago-based -I think a major issue that reported for its association and terest expense, as a result of ltS
very conscious of all the ex- parent of Rollins Burdick Hunter continues to affect US 15 the con- program business, reinsurance loans being paid off as part of
penses " Group Inc tinuation in decline in prices," intermediary and related ser- the acquisition, and of its pre-

And at Alexander & Alexander In addition, low interest rates said Mr Bischoff To offset the vices, and benefit and other con- ferred dividends to Reliance
Services Inc in New York, have particularly affected short- impact of lower prices and de- sulting services Group Holdings Inc "Then our

operating expenses rose Just 2% term securities, -and that's clining interest rates, M&M is Revenues for ltS domestic re- profit changes dramatically," he
in the second quarter-to $314 2 where the brokers have all their continuing its cost containment tail brokerage operation, though, said
million-after adjusting for the investments," said Mr Smith efforts, he said New business increased just 4 7%, to $57 7 mil- Arthur J. Gallagher
effect of foreign exchange rates At M&M, for instance, the ac- has helped offset the decline in lion from $55 l million
and the expenses of two sold op- tual yield on average is down premiums as well, he said Meanwhile, pretax income for First-half revenues and net in-

erations 30% on a year-over-year basis, Also helping is The Putnam RBH's insurance brokerage and come essentially kept pace, with
That is "pretty doggone good, said Mr Bischoff Cos, M&M's Boston-based in- consulting services business total revenues increasing 8% to

at least by our estimation," said It is difficult to distinguish be- vestment management subsidi- nearly doubled to $48 7 million $1187 million from $109 9 mil-
Frank Wieczynski, corporate sec- tween the impact of the economy ary, which had a very strong first from $24 9 million lion, and net income increasing

retary and that of the soft market, com- half Investment management Pointing to RBH's revenue and 8 7%, to $6 5 million from $6
This occurs against a backdrop mented A&A's Mr Wieczynski revenues rose 31 3% to $189 9 income growth, Mr Ryan said, million

of continuing price decreases, He noted, however, that the re- million from $144 6 million Put- "Our strategy is clearly work- Contributing to Gallagher's
which brokers anticipate will cession's impact is particularly nam's assets under management ing revenues are a 24% increase in

continue, at least in North apparent in consulting, an area rose to $57 billion from $52 "I'm pleased the results are commissions to $64 7 million
America where clients can more readily billion at year-end 1991 Even if consistent with the plan and the from $63 2 million, an 18 2%

"Insanity still prevails and lS put off expenditures the economy does not grow to strategic direction we've been lump in fees to $46 9 million
starting to reign supreme," said Two to three years ago, A&A's any extent, "hopefully we'11 still taking," he said from $39 7 million, and a 11%

Donald Bell, chairman and chief consulting revenue growth was have a very strong operating en- "We've had, I think, some very rise in investment and other in-

executive officer of Briarcliff, in the double digits Through the vironment for Putnam," Mr Bis- strong disciplines in our expense come to $7 1 million from $7 mil-
N Y -based Frank B Hall & Co first six months of the year, he choff said controls all year," Mr Ryan hon.

Inc, which is to be acquired by said, growth was down to about Consulting operations earnings pointed out "I think everybody "We are entirely pleased with

Aon Corp (BI, Aug 3, July 27) 6%, "which lS not bad, but cer- have also grown, said Mr Bis- is recognizing the competitive our results for the first half of
"I think the Industry at this tainly not what we've had in the choff, "but basically because of price environment and has put the year," said Mr Cloherty

point is playing Russian roulette past " cost containment " significant pressure on cost con- Gallagher's fee-based risk man-
with all of the chambers loaded Meanwhile, observers expect Alexander & Alexander

trols " agement services sector, he

It's only a question of time be- no dramatic changes in broker Frank B. Hall noted, has grown "substantially

fore the trigger's pulled " results for the rest of the year First-half revenues declined by and quickly," while the company
New York-based Marsh & Lehman Bros ' Mr Smith said 1 2% to $668 3 million from First-half revenues grew a is very pleased it has been able to

McLennan Cos Inc expects "the he does not anticipate much $676 4 million, but net income modest 2%-to $241 5 million hold onto the commission side of
same competitive environment "real progress" in domestic re- jumped 1448% to $377 milhon from $2366 million-but net in- the business despite the soft
that we've seen year-to-date" to sults until next year Interna- from $15 4 million come soared 172 2% to $8 2 mil- market and recession

continue for the rest of the year, tional business, though, has im- A&A's higher income reflects lion from $3 million "We're working very hard to

said J Michael Bischoff, vp of proved somewhat, helping A&A, gains from two operations sold in Hall's revenue increase reflects continue our profit margins and
corporate development M&M and other brokers with the first quarter a 32% increase in net commis- our overall effectiveness," he

"I don't think there's anybody significant operations abroad "The major factors that contri- sions and fees to $229 6 million said
within this company that's look- "Until U S underwriters de- buted to the higher-than-ex- from $222 4 million, and a 165% Hilb, Rogal & Hamilton
ing at any kind of a turn within cide they've had enough of the pected results in the quarter decline in other income, princt-
the next five months," said price competition themselves, it's mainly are our expense control pally investment income, to $119 First-half net income rose

A&A's Mr Wieczynski "We've going to be very tough for the program and the fact we are see- million from $14 2 million 37 9% to $4 9 million from $3 5

got to live and improve our mar- brokers," said Mr Smith ing some favorable impact from Operating and other expenses million, despite a 1 1% decline in

gms in this kind of environ- Despite their diversification our restructuring program," said decreased 05% to $230 6 million revenues to $64 7 million from
ment," he added efforts, brokers are ultimately Mr Wieczynski (BI, June 29) He from $231 8 million $65 4 million

"We're not predicting a turn in dependent on the cycle, he said also noted that year-to-year
.Considering the market and "It's still a very difficult mar-

the short term, short term being "So long as they're participating comparisons are difficult be- the economy, we are certainly ketplace, but we're satisfied our
the next 18 months," said Mi- in the property/casualty mar- cause of the sale of the opera- not unhappy with the increase company did a very good job in
chael J Cloherty, vp-finance for kets, their revenues will be tied tions that we had in net commissions the second quarter," said Mr

Arthur J Gallagher & Co in Ita- into the dollars that run through A&A will report relatively and fees," commented Mr Bell Hilb "Our expense controls are
sea, Ill "Beyond that, nobody their hands " modest revenue gains for the rest "I think that our folks did a in very good shape, and we're
knows " Individual first-half results for of the year, predicted Mr Wiec- pretty good lob " struggling with market condi-

However, HRH's Mr Hilb said the publicly held brokers follow zynski, who noted that despite The net income gain reflects tions "
he is a "little more optimistic" Marsh & McLennan A&A's reinsurance brokerage, cost constraints introduced dur- Poe & Associates
than he was a year ago that mar- wholesale and consulting opera- ing the latter part of 1991, said
ket conditions are stabilizing Total revenues rose 4 7% to tions, retail brokerage still ac- Mr Bell, noting there is always a First-half gross revenues for

For "giant accounts," the 44soft $15 billion from $1 43 billion, counts for 64% of A&A's operat- lag time before these are re- the Tampa, Fla -based brokerage
market is still raging," he said, while net income increased 27% ing revenues flected in the bottom line "We're rose 43% to $24 5 million, but
but for the smaller accounts and to $182 million from $1773 mil- Rollins Burdick Hunter starting to see results " net income dropped 27 5%, to
markets HRH targets, the situa- lion For example, he said, travel $1 6 million from $2 2 million
tion may be different Insurance services reported a RBH results are again boosted and entertainment expenses are William F Poe, the brokerage's

At the same time, the recession 25% increase, to $853 4 million by its 1991 acquisition of Hudig- down by close to 11% for the chairman and CEO, said in a
continues to hurt brokers' re- from $832 6 million, while con- Langeveldt Group bv quarter "That means the thing's statement that "although the
sults, both because the purchase sulting revenue grew just 03% Total revenues increased 68 2% really being managed," he said, first-half results are unsatisfac-
of insurance lS frequently tied to to $458 5 million from $457 1 for the first half, to $3387 mil- noting entertainment is discre- tory to me, I continue to be opti-
sales and payrolls, and because million hon from $201 4 million This is tionary, unlike other expenses mistie about the overall 1992
interest rates are low Expenses, however, increased largely due to a more than eight- like rent where costs are much earnings " .

For ihe Record bile coverages is being hquidated million in unfunded pension lia- G-M Underwnters continued to

Amencan Surety & Fidehty In- bilities and have received per- collect premiums and pay claims
surance Co of Kenner, La, was mission from the Internal Reve- through the 1990 school year, regu-

County denied cover it did not know that the waste was a placed into liquidation July 7 nue Service to temporarily waive lators said, even though no insur-

for pollution cleanup "contaminant" as defined by its pol- The Louisiana Department of In- a required minimum plan contri- ance company was underwnting the
ley It is enough that New Castle surance said the Insurer had 3,643 bution of at least $1 million policies

PHILADELPHIA-New Castle County knew it was discharging claims pending that totaled between Agency officials would not com-
County, Del, cannot tap its compre- waste, the court ruled $10 milhon and $11 milhon when a Agency's fine tops ment on the hne or the charges
henmve general habillty coverage to The ruling relieves Continental rehabilitation order was signed m
clean up chemicals that leaked from Casualty Co of Chicago from pay- June The insurer had 16,142 pohcy- Louisiana's records Provident Life & Accident
two county-operated landhlls and ing an estimated $8 million in holders and $15 milhon of premi- BATON ROUGE, La -A
contaminated local drinlang water cleanup costs The msurer wrote prt- ums m force $215,000 fine collected from a Mich- seeks NYSE stock listing

The 3rd U S Clrcult Court of Ap- mary CGL coverage for the county igan msurance agency is the largest CHATI'ANOOGA, Tenn -Provi-
peals m Philadelphia ruled on July from 1973 to 1975 The county set- Bill would require list amount ever for violatmg the Loui- dent Life and Accident Insurance

28 that the pollution exclusion, tied with all of its msurers except of underfunded plans mana msurance code Co of Amenca has apphed to list its
which bars coverage for all pollution Contmental before the rulmg Insurance Commissioner Jim two common stock classes on the
that 15 not "sudden and accidental," The July 28 decision marked the WASHINGTON-Legislation Brown fined G-M Underwnters Inc New York Stock Exchange The
bars coverage to the county seventh and final ruling in a pro- passed by the House of Repre- of Rochester, Mich, after charging shares are expected to begin trading

In Apnl 1991, the appellate court traded legal battle between New sentatives last week would re- the agency with improperly collect- by late August or early September, a
interpreted the pollution exclusion Castle County and Contmental quire the Pension Benefit Guar- mg premiums and paymg claims on company spokesman said Provident
to bar coverage whenever a pollcy- As the court said "The well of anty Corp to list companies with student health and accident pollcies Life stock currently trades on the
holder expects the pollution (BI, issues in this case, asdeep asitmay more than $25 million in un- offered at two Louisiana universi- NASDAQ National Market System
May 6, 1991) have been, has fmally run dry " funded pension liabilities tles The Chattanooga, Tenn -based m-

The court then remanded the case Reports including that list Louisiana regulators said G-M surance company currently has an
to the trial court for a determination Louisiana insurer would be due to Congress each Underwnters initially acted as an aggregate of 45 1 milhon common
of facts under liquidation Jan 31 agent for Philadelphia-based Colo- shares outstanding, $14 9 bilhon m

In the recent appeal, the court re- Under H R 3837, the agency mal Penn Insurance Co, which assets and $14 bilhon in stockhold-
jected the county's argument that itt BATON ROUGE, La -A Loul- would also have to list all com- wrote the coverage until Jan 1, ers' equity
knew it was discharging waste, but mana Insurer of high-risk automo- panies that have more than $5 1988 Contmued on nert page
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WAND PARTNERS INC.

as general partner

and

WAND/OAIG INVESTMENTS L.R

with key members of management

have acquired
the rights to manage

OLD AMERICAN COUNTY MUTUAL

FIRE INSURANCE COMPANY

The undersigned acted as financial
advisor to WAND PARTNERS INC.

S.G.*ARBURG & CO. INC.

June 29, 1992

*Includes pass-along readership.

For Ihe Record

EBRI sees obstacles

to state health reform

WASHINGTON-State health

care reform efforts face many ob-
stacles, says the Employee Benefit
Research Institute.

One such obstacle, EBRI says in
a new report, is the Employee Re-
tirement Income Security Act of

1974, which limits states' ability to
implement reform by denying them
authority to regulate self-insured
companies.

In order for most state reform

proposals to be effective, Congress
would have to waive ERISA pre-
emption, the report said.

Employers themselves are an-
other obstacle, says EBRI. They
may just leave a state rather than
pay higher taxes or higher labor
and insurance costs as part of a re-
form plan.

And, individual states may not
have a sufficient tax base to im-

plement and sustain comprehen-
sive reforms, the report said.

Copies of "State Initiatives in
Health Care Reform" are $25 each
from EBRI Publications, P.O. Box
4866, Hampden Station, Baltimore,
Md. 21211; 410-516-6946.

Ammonia plant blast
likely to be insured

LAKE CHARLES, La.-Area-

dian Corp. as of last week still
could had not yet determined the
extent of property damage from an
explosion at its ammonia refinery
here late last month, but says it an-
ticipates it will be covered.

"We have major catastrophe cov-

II/Al/OW-

INYOU.
Making the right media buy today is vital to

your company's future. You need the widest

possible exposure among the most influential

corporate decision makers. That's why

advertising in BI's September 7 Spotlight Report

on Benefits: Pensions/Retirement Plans is a sound

investment.

With concerns mounting about pension Costs

and the security of pension plan investments, this

issue will be must reading for BI's audience -

reaching more than 148,000* employee benefit

managers, financial and administrative

executives, risk and insurance managers, and

a host of service providers.

In-depth articles will focus on innovations

in plan design and administration, like

age-weighted retirement plans and

retirement bonus plans; the expanded

role of mutual funds as a retirement

erage for each facility. It is our un-
derstanding that our insurance will
cover this type of accident," said
Gwaine Ton, director of investor
relations and financial services · at

the Memphis-based fertilizer firm.
Seven people were injured, one

seriously, in the explosion at the
refinery that makes ammonia and
urea for use in fertilizer. The urea

plant "will be down for some
time," said manager Paul Moore.
The ammonia plant was shut down
only as a precautionary measure.

The explosion damaged nearby
buildings, and broke and rattled
windows for 10 miles, according to
news reports. The factory did not
catch fire, but dangerous fumes
forced the shutdown of nearby In-
terstate 10.

Occupational Safety & Health
Administration officials last week

were investigating the blast, pre-
venting the company from sizing
up damage.

Triton sues insurers

for not settling suit
DALLAS-Triton Energy Corp.

of Dallas is suing dozens of insur-
ers to recover $9.5 million it paid
as part of a settlement of a wrong-
ful termination suit by a former
Triton executive.

The company's insurers also are
paying part of the settlement,
though it is not known whether the
total approaches the $124 million
that a Texas state court jury
awarded in 1991.

The settlement amount "kept
faith with the jury verdict," said
attorney Julius Glickman of Glick-

man & Barnett in Houston, who re-

presented the executive. "It's a
substantial settlement."

Triton is suing in state court in
Houston, alleging that the insurers
could have settled the dispute for
$5 million before the 1991 verdict.

Among the insurers: Chubb Corp.'s
Federal Insurance Co. unit, Aetna

Casualty & Surety Co. and un-
derwriters at Lloyd's of London.

State rebuffs attempts
to settle, railroad says

SACRAMENTO, Calif.-South-

ern Pacific Transportation Co., the
railroad being sued by the state of
California over a year-old toxic
spill in the upper Sacramento
River, claims that the state has re-
buffed its attempts to settle the
case.

California Attorney General Dan
Lundgren has "rebuffed SP time
after time in our attempts to par-
ticipate in solutions or to frame
programs to mitigate the impact of
the spill," Cannon Y. Harvey,
Southern Pacific vp and general
counsel, said in response to the
state's suit.

Mr. Lundgren filed suit last
month in U.S. District Court in

Sacramento against Southern Pa-
cific Transportation Co. and others
to cover costs related to a toxic

herbicide spill in the Sacramento
River after a 1991 train derailment

(BI, July 29, 1991).
In the year since the spill, South-

ern Pacific has paid a total of $12
million, including $2.8 million to
the state, to assist in the recovery
of the area, Mr. Harvey said.

The railroad may have at least
$200 million in insurance to pay
liability claims, excess of a $10
million self-insured retention. I

irill/SiNT

plan investment option; and the use of early

retirement window plans in corporate downsizing.

In addition, BI will report on developments at the

Pension Benefit Guaranty Corporation, the

New York: 212/210-0228 • Fax: 212/210-0704 • Chicago: 312/649-5276 • Fax: 312/280-3189 • Los Angeles: 213/651-3710 • Fax: 213/655-8157

agency that insures the nation's defined benefit

pension plans.

What's more, BI's Directory of 401(k) Plan

Admmistrators will provide vital information on

the resources and services readers need.

With timely, comprehensive coverage and

important features like this, corporate executives

everywhere will eagerly await this spotlight

report. So reserve your ad space now, because

advertising in Business Insurance is a sound

investment in your future.

Benefits: Pensions

& Retirement Plans

Publishing: September 7

Ad Closing: August 25

Business
Insunince®
Coverage Guaranteed
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Court places Walbrook in liquidation
By STACY SHAPIRO

LONDON-U.S. policyholder
creditors of the largest U.K. insurer
ever to fail may see some money
sooner than expected now that joint
provisional liquidators have been
appointed for Walbrook Insurance
Co. Ltd.

But even if payments are expe-
dited, they likely will take years
rather than months. Ultimately, the
wait will depend on what provi-
sional liquidators find when they
obtain the records of Walbrook and

four sister companies.
Walbrook was placed in the hands

of joint provisional liquidators last
week by Justice Harman in the High
Court following several attempts to

keep the company technically sol-
vent (BI, Aug. 3; July 27; June 8).

Until it stopped underwriting in
March 1990, Walbrook for 20 years
was the leading insurer on a U.S.
casualty line slip managed by sister
company H.S. Weavers (Under-
writing) Agencies Ltd. (BI, April 2,
1990).

Walbrook and Weavers are units
of London United Investments

P.L.C., which is in administration.
Weavers also is in a "perilous fi-
nancial condition," according to
Justice Harman.

It is estimated that gross liabi-
lities of the Weavers' line slip total
$8 billion, with Walbrook and four
LUI subsidiaries known as the

"KELM" companies accounting for
-

1 EXEL Ltd. proposes
$100 million investment

in property reinsurer 
By ROGER SCOTTON ,

HAMILTON, Bermuda-EXEL Ltd. wants to invest up to $100
million in a property catastrophe reinsurer now being organized in
Bermuda by Marsh & McLennan Cos. Inc. and J.P. Morgan & Co. Inc.

EXEL, the Cayman-based parent of Bermuda excess liability in-
surer X.L. Insurance Co.,has called an extraordinary general meeting
of shareholders to vote on the investment proposal.

And, in a notice announcing the Aug. 31 meeting, EXEL's president
and chief operating officer, Michael J. Kevany, revealed that EXEL
Chairman Ian Heap is expected to become chief executive of the new
Bermuda-domiciled reinsurer, Mid Ocean Reinsurance Co. Ltd.

Marsh & McLennan and J.P. Morgan are seeking to raise at least
$300 million in capital for Mid Ocean with the sale of 3.1 million
shares in the company at $100 per share (BI, June 22). The minimum
subscription is $10 million.

Mid Ocean will specialize initially in worldwide property catastro-
phe reinsurance. According to the EXEL notice dated July 27, Mid
Ocean also intends to engage in quota-share reinsurance of selected 
Lloyd's syndicates and may take advantage of other reinsurance op-
portunities as they develop.

Mid Ocean is expected to write excess-of-loss catastrophe limits of
up to $30 million per occurrence per reinsured, subject to an overall
$250 million limit in geographic zones to be defined by the company.

U EXEL stockholders accept the board's recommendation and ap-
prove the investment, the excess liability insurance group will own up
to 32.3% of Mid Ocean's common stock.

This stake "would permit the company (EXEL) to include Mid
Ocean's results of operations in the company's financial statements on 
the equity accounting method," said a notice to EXEL shareholders.

It explains: "Because the investment, small as it is in relation to the
company's (EXEL's) total assets, is in an entity which will write prop-
erty reinsurance (which is a class of insurance not currently being
written by X.L.), the directors have decided to condition their ap-
proval of the investment in Mid Ocean on approval by the company's
(EXEL's) shareholders."

The notice said the $100 million investment would represent "no
more than 3.7% of (EXEL's) total assets and 6.8% of its net worth,

 based on the May 31, 1992, balance sheet of the company."
Continued on page 24

$4 billion to $5 billion.
The KELM companies are King-

scroft Insurance Co. Ltd., El Paso
Insurance Co. Ltd., Lime Street In-
surance Co. Ltd. and Mutual Rein-
surance Co. Ltd.

Although Walbrook ceased under-
writing in March 1990, it continued
to pay claims, remaining technically
solvent until May 29 of this year
when the directors placed a morato-
rium on payment of claims.

Walbrook's gross liabilities as of
Dec. 31, 1991, totaled $2.4 billion,
while its assets totaled $1.7 billion.
Justice Harman said last week that

Walbrook was now insolvent by 121
million pounds ($226.3 million at
appropriate exchange rate), though
the 1991 year-end shareholder fund

deficit is 169.7 million pounds
($317.3 million).

Two of the joint provisional liq-
uidators of Walbrook also are serv-

ing as provisional liquidators for the
"KELM" companies. They are Chris
Hughes and Ian Bond, partners in
Cork Gully, the insolvency practice
of Coopers & Lybrand. The Wal-
brook directors approved this ap-
pointment in court last week.

Also appointed after a challenge
in court last week by Walbrook
directors is Gareth Hughes, a part-
ner·with Ernst & Young.

The Walbrook directors felt that

Mr. Hughes would have a conflict
of interest because Ernst & Whin-

ney-now part of Ernst & Young-
gave advice to Weavers in No-

vennber 1986 that could be detri-
mental to Walbrook.

Justice Harman, though, said
Wall:,rook would have no future case

against Ernst & Whinney. In addi-
tion, Mr. Hughes was not a partner
in the firm in 1986 and therefore

wouldn't be personally liable, the
judge said. He therefore approved
Mr. Hughes' appointment as a pro-
visional liquidator.

Now that provisional liquidators
have been appointed, schemes of ar-
rangements for Walbrook and the
KELM companies are likely to be
drafted, whereby creditors are of-
fered a schedule of dividend pay-
ments to cover their claims without

liquidating the companies.
Continued on next page

Aviation losses mount
5 recent disasters

to put pressure
on aviation rates

By GAVIN SOUTER

LONDON-Five air crashes in

five weeks may have put aviation
underwriters on course for an over-

all underwriting loss for 1992.
But the combined loss of the five

aircraft, which could total more
than $100 million, still might not be
enough to push rates up signifi-
cantly.

Three of the accidents occurred in

Asia, one was in South America
and the fifth occurred in New York
where a Trans World Airlines Lock-
heed L-1011 insured for $16 million
caught fire at Kennedy Interna-
tional Airport (BI, Aug. 3)

The largest hull loss of the five
resulted from a Thai Airways In-
ternational Airbus 300 series which
crashed into a mountainside in

Nepal July 31.
The aircraft was en route from

Bangkok to Katmandu in central
Nepal when it crashed 40 miles
away from Katmandu airport, ac-
cording to the Lloyd's of London
aviation department.

None of the 99 passengers and
14 crew is expected to be found
alive, Lloyd's said.

The aircraft is insured for $66
million. Brokers are setting a pro-
visional liability reserve of between
$20 and $25 million, sources say.

The coverage is directly placed
in Thailand with Dhipaya Insurance
and Devez Insurance. Most of the

Launch coverage not purchased
by owner of wayward sate Ilite

By GAVIN SOUTER

PARIS-The European Space
Agency satellite Eureca-which was
the subject of rescue efforts late last
week after initially failing to reach
orbit-was launched' without insur-

ance despite two years of negotia-
tions between the ESA and brokers.

Eureca was launched Aug. 1 from
the space shuttle Atlantis, which
blasted off successfully the previous
day. But space agency's only insur-
ance covering the mission was the
obligatory third-party liability and
crew coverage required of all users

of the space shuttle.
"Eureca's orbital transfer maneu-

ver commenced as planned . .but
had to be terminated after six mi-

nutes owing to indications of a de-
viation from the planned flight di-
rection of the spacecraft," an ESA
statement said.

Eureca was left orbiting at 442
kilometers, which is 65 kilometers
(about 40.3 miles) below its target
orbit altitude of 507 kilometers
(314.3 miles).

Eureca is the first retrievable Eu-

ropean space probe. It is due to re-
main in orbit for more than six

months. The 15 scientific experi-
ments it is scheduled to perform will
concern microgravity, life sciences,
materials synthesis and fluid dy-
namics, ESA said.

ESA last week was seeking ways
to increase Eureca's altitude. As of

Thursday, the agency has succeeded
in placing the satellite in an ellipti-
cal orbit that was 502 kilometers at
its furthest point. At press time, the
ESA was still trying to boost the
satellite into a circular orbit at that
altitude.

If the efforts are unsuccessful, the
Continued on page 25

risk is reinsured in international
markets.

The reinsurance was placed
jointly by C.T. Bowring & Co. Ltd.
and Nicholson Chamberlain & Colls

Ltd. The risk is led by Orion Insur-
ance Co. P.L.C.

Also on July 31, a Civil Avia-
tion Administration of China Ya-
kovlev 42 aircraft crashed on take-

off at Nanjing's airport, according
to Lloyd's.

The aircraft was carrying 116 pas-
sengers and 10 crew on an internal
flight to Xiamen. There were 20
Survivors.

The hull and liability coverage
was placed directly with People's
Insurance Co. of China. The hull

coverage was not reinsured, but the
liability risk was reinsured into in-
ternational markets where it is

placed by Willis Corroon P.L.C.,
Lloyd's said.

However, since nearly all of the
passengers were Chinese, the liabil-
ity loss is not expected to be sub-
stantial because modest settlements
are traditional in China.

On July 25 an Indonesian air-
liner crashed in Indonesia. The
Mandala Airlines PT BAe Vickers

Viscount 816 was carrying 70 peo-
ple and was making its final ap-
proach into Ujang Pandang Airport
in the Ambon Islands when it
crashed into a mountainside. The
cause of the crash is unknown.

Insurance for the passenger air-
craft was placed in the London
market by Jardine Insurance Bro-
kers International Ltd., Lloyd's said.

Jardine would not comment on

the loss. Other sources say the air-
craft was a total loss and the hull

was insured for $400,000.
The 63 passengers and seven crew

were all Indonesian. Only a small li-
ability claim is expected from the
deaths, sources say.

A substantial partial loss is ex-
pected to hit the aviation market
after a Boeing 767 owned by Con-
dor Flugdienst Gmbh., a unit of
German airline Lufthansa, was da-
maged on takeoff June 24 from
Margarita Island off the coast of
Venezuela, Lloyd's confirmed.

On takeoff, a portion of the craft's
left wing was knocked off after it
struck a television antenna. The air-

craft then jettisoned its fuel, re-
turned to the airport and made a
safe landing.

Lufthansa owns a captive insur-
ance company, Delwag, whose re-
insurance is placed by Willis Cor-
roon P.L.C.

Willis Corroon says the scale of
the damage is unknown, and it is
awaiting the loss adjuster's report.

Other sources diHer on estimates

for the damage. The damage could
be more than $10 million, said one
source. However, if the damage was
limited to the wing, it will probably
only cost between $3 million and $4
million, another source said.

The sum of the losses that have

hit the aviation market over the past
five weeks will put significant
pressure on underwriting results for
1992.

"Losses for the half-year at the
end of June were standing at the
$325 million to $350 million mark
against an annual premium income
of around $700 million to $750 mil-
lion, so things weren't looking too

Continued on page 25
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Walbrook
Continued from previous page

Various factors will determine

when those schemes will be pro-
posed and implemented, according
to the provisional liquidators.

Cork Gully has been working on
schemes of arrangement for the
KELM companies since Messrs.
Hughes and Bond were appointed.
The KELM companies have not
paid claims since Walbrook
stopped underwriting in 1990.

"As far as KELM is concerned,

we have had problems getting ac-
cess to all the records," Mr. Bond
said last week. Now that he and

the others have been appointed
provisional liquidators for Wal-
brook, "which owns the company
that maintains the records, we will
be in control. So we should have no

problem getting access to the rec-
ords. What we don't know is if the

records are 100% up to date; indi-
cations are that a lot of them

aren't.

"Once we know how up to date
they are, we can move ahead and
say, 'Well, we'll (work on) a
scheme.' We have all the structure

for a scheme, but we haven't got
the figures," said Mr. Bond. The

schemes of arrangement will not be
presented to creditors until the
provisional liquidators of KELM
and Walbrook are sure about the

dividend that can be paid, he
added.

The role of the Policyholders
Protection Board also must be con-

sidered, Mr. Bond said. A recent
ruling in the Court of Appeal in
England and Wales indicates that
the board would be responsible for
paying 90% of many of the North
American professional liability
claims incurred by Walbrook and
the KELM companies if the com-
panies were placed in liquidation.

That ruling will not sit well with
British insurers, who fund the PPB
through levies. Members of the
Assn. of British Insurers may ap-
peal the Court of Appeal ruling to
the House of Lords.

"If there is an appeal, then these
schemes can't actually go through
until that appeal is known," said
Mr. Bond. If the ABI members are

allowed to appeal to the House of
Lords, "it would be foolish to go
ahead with the schemes" until

after the court decides.

If the insurers are not liquidated,
the PPB would pay the claims as if
it were a liquidation, but would

CAPITAL REINSURANCE COMPANY

is pleased to announce that its claims-

paying ability has been rated

Aaa

by

Moody's Investors Service

The claims-paying ability of Capital

Reinsurance Company continues to be

rated

AAK

by

Standard and Poor's Corporation

and Duff & Phelps, Inc.

INTERNATIONAL

then be reimbursed from the insol-

vent companies through a scheme
of arrangement, saving time and
money.

If the Court of Appeal ruling is
upheld, the PPB will become the
major source of claims payments to
Walbrook and KELM creditors,
and as a result, "the largest credi-
tor of all" to the insolvent com-

panies, said Mr. Bond.
In the meantime, he said, "The

next move is to assess Walbrook's

financial position, (to determine)
what the total liabilities might be
and then, on assumption the provi-
sional liquidators are satisfied with
the figures we have, to suggest to
the creditors a scheme which will

give them some money as quickly
as possible."

An informal Walbrook creditors'

committee, made up of many of the
same names as are on the KELM

committee, consists of Transit Ca-

sualty Co.; Crum & Forster Inc.;
FOJP Service Corp., which admin-
isters the insurance and risk man-

agement for the Federation of Jew-
ish Philanthropists; GAF Corp.;
ITT Hartford Group Inc.; Minet
Group P.L.C.; and Schering-
Plough Corp.

At least one of Walbrook's major
creditors is optimistic that the joint
provisional liquidators will be able
to propose a timetable for some
dividends to be paid as early as
next year.

"By the end of the year, hope-
fully there will be a draft of a
scheme," said Jonathan Bank, a

lawyer for Transit. "But I don't
think it will be up (and running)
until the middle of next year."

This is probably the most com-
plex liquidation the United King-
dom has seen and is at least as

complex as some U.S. liquidations,
said Mr. Bank, who is a partner
with Buchalter, Nemer, Fields &
Younger in Los Angeles.

"We're quite pleased" with the
appointment of the joint provi-
sional liquidators, said Burleigh
Arnold, the court-appointed spe-
cial deputy receiver of Transit, who
was in court last week.

"It's a fair thing for all the credi-
tors. We think it will save time and

money, and we have confidence in
Cork Gully and Ernst & Young. We
believe they will do a fair job,
whether it ought to be a scheme or
go into liquidation or whatever,"
said Mr. Arnold. •

EXEL investment
Continued from previous page

It observed that Mid Ocean

shareholders will be entitled to

share in any net profits of Mid
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Interested parties pack
Walbrook court hearing i

LONDON-Accountants, lawyers and major policyholders packed
the courtroom last week to hear High Court Justice Harman announce
the official insolvency of Walbrook Insurance Co. Ltd.,the largest '

player in the U.S. casualty line slip undenwritten for 20 years by H.S. i
Weavers (Underwriting) Agencies Ltd.

One policyholder that turned out in strength was Transit Casualty i

Co., which had petitioned the High Court to appoint provisional liqui- 1
dators for Walbrook.

The Transit delegation included: Burleigh Arnold, the court-ap- j
pointe(j special deputy receiver of Transit; Jonathan Bank, a lawyer

for Transit who is a partner at Buchalter, Nemer, Fields & Younger in ,
 Los Angeles; and Thomas McCarthy, Transit's general counsel in Mis- f
, SOUrl.

"We wanted to make ourselves available in case there was any-
, thing needed," said Mr. Arnold. The lawyers also thought it would be
I advisable to be in court "since Walbrook is the largest insurer ever to 

go into this position in England," he said.
 Also pmsent was another lawyer, Maria Luisa Galozzi, a partner in j

Covington & Burling in Washington, representing a dozen policy- 3
 holder creditors of Walbrook. These policyholders, members of the J

International Policyholders Assn., include GAF Corp., G.D. Searle & ,
1 Co., National Gypsum Co. and Pfizer Inc. 1

Two accounting firms that will work with the joint provisional liq-
uidators were represented. Christopher Hughes and Ian Bond, part- i
ners of Cork Gully, were both in court, as was Gareth Hughes, part- 1
ner of Ernst & Young.

Also in court was William Goodier, a Walbrook director who was
appointed after Weavers chairman Roger Borley resigned as a Wal-

] brook director earlier this year (BI, Jan. 13). Sir Ian Morrow, the newly
, appointed Walbrook chairman, was not seen in court.

Walt)rook has been in existence since its sister company H.S. Weav-

ers (Underwriting) Agencies Ltd. was formed in 1962. When it ceased ,
underwriting in March 1990, Walbrook was writing more than 50% of
one of the largest U.S. casualty underwriting facilities in London (BI,
April 2, 1990).

Justice Harman last week said when Walbrook ceased under-

writing in 1990 it had 50 million pounds ($96.5 million at appropriate
exchange rate) in capital. Accounts show that at the end of 1991, Wal-
brook had assets totalling $1.7 billion and outstanding gross liabi-
lities of at least $2.4 billion.

"Sadly, Walbrook is now insolvent," Justice Harman declared last
week.

Transit Casualty in June filed the petition to appoint provisional
liquidators for Walbrook. Transit is owed $210,000 and also has out-
standing claims of $80 million against Walbrook.

But hearings on the petition were put off until last week, giving
Walbrook directors time to propose a rescue plan to creditor policy-
holders.

The directors pitched the plan to creditors last month at meetings in
Chicago and London.

Walbrook needed major policyholders accounting for $860 million
of claims to approve the plan by July 24, but only received approval
from those amounting to $500 million in claims, the court heard.

But the Walbrook directors failed to garner adequate support
among the insurer's major creditors and therefore concluded that
"they couldn't oppose" the appointment of provisional liquidators,
said Justice Harman.

-By Stacy Shapiro
.

Ocean paid as a dividend. "How-
ever," the notice continues, "during
the early years of operations, it is
expected that Mid Ocean will re-
tain virtually all profit to provide
capacity and to accumulate re-
serves and surplus for the payment
of claims. To the extent, if any, that
Mid Ocean is unable to keep its
capital employed in a manner
deemed suitable by Mid Ocean, it is
anticipated that Mid Ocean will
declare dividends to its sharehold-

ers."

The adoption of the proposed in-
vestment at the Aug. 31 meeting
"will be by a majority of the votes
cast at the meeting by the holders
of shares represented in person or
by proxy. . .provided there is a
quorum" consisting of holders of at
last 50% of EXEL's outstanding
50.1 million ordinary shares.

According to the notice, Marsh &
McLennan and J.P. Morgan are
each intending to purchase 10% of
Mid Ocean's stock. They are also
expected to be granted options to
purchase respective shareholdings
of 7.2% and 4.8% in Mid Ocean.

Each corporation owns stock
and options in EXEL which, if ex-
ercised, would equal approxi-

mately 5% of the excess liability
insurer's outstanding shares as of
June 30.

The notice states: "It is currently
anticipated that two current offi-
cers of Marsh & MeLennan (in-
cluding Robert Clements, a direc-
tor of EXEL and president of
Marsh & McLennan) and a cur-
rent officer of J.P. Morgan (Robert
Mendoza, a director of EXEL and

vice-chairman of J.P. Morgan) will
serve on the board of directors of

Mid Ocean and that one former of-

ficer of Marsh & McLennan will

serve as chairman of the board of

directors of of Mid Ocean."

The notice said it is "antici-

pated" that EXEL's chairman, Ian
Heap, will become chief executive
officer of the proposed new rein-
surer "if the necessary stock sub-
scriptions for Mid Ocean to com-
mence operations are received."

It adds that Mr. Heap "has an-
nounced that in such event, he will
resign as chairman of the com-
pany's (EXEL's) board."

All three EXEL directors-

Messrs. Clements, Mendoza and
Heap-have abstained from the
board vote on the proposed invest-
ment. I



Satellite

INTERNATIONAL

Continued from previous page
satellite still will complete its mis-
sion and be retrieved next year as
planned, an ESA spokesman said.

If the satellite were insured, ESA

would probably have a claim if
Eureca fails to reach its target
orbit, said Hans Schimrock, head
of risk management at ESA in
Paris.

ESA had held negotiations on
the possibility of insuring the
project with a consortium of bro-
kers and insurer Assicurazioni

Generali S.p.A. in Trieste, Italy,
Mr. Schimrock said.

The brokers involved in the dis-

cussions were: C.T. Bowring Ltd.
anc. Leslie & Godwin International

Ltd., both in London; Faugere &
Jutheau, in Paris; and Gradmann
& Holler in Stuttgart, Germany.

"There were two main reasons

why ESA did not insure the
project: First, there were no allo-
cated funds in the budget for in-
surance when the funding was

agreed (upon) four years ago; and
secondly, there is no accountability
for a return on the investment be-

cause it (is) a scientific project, not
a commercial one," Mr. Schimrock
said.

Previous scientific satellites

launched by ESA have ·been built
for special projects and have been
irretrievable. They generally would
not be replaced, so there was little
point in paying the extra cost of in-
suring them, an ESA spokesman
said.

But because this satellite is re-

trievable, the Eureca incident
might prompt some ESA member
states to consider insuring future
scientific projects, Mr. Schimrock
said.

"If Eureca doesn't make orbit,
we would probably have been able
to make a claim if we had taken

out insurance," he said.
Even if all of the member states

funding ESA do not agree to buy
insurance, some coverage could
still be bought in the future, Mr.
Schimrock said.

, "You don't need agreement from
all of the member states to insure

because you can just insure a per-
centage of the project. So if only

Air crashes

Continued from page 23
bad," said Jonathan Palmer-Brown,
chairman of NCC Aviation Ltd. in

London.

But with hull losses of around

$100 million hitting the market in
July and "goodness knows what in
liability losses," the market could be
on course for a combined hull and

liability loss of more than $800 mil-
lion by year end, he said.

If further large losses occur in
the run up to fall renewals, un-
derwriters may be able to push
through the rate increases they are
seeking, Mr. Palmer-Brown said.

"Underwriters are saying that
they need more than $1 billion in
premiums, but market forces have
not allowed that in the past. It's
still too early to say whether they
will get those increases this time,
and a lot depends on (losses) be-
tween now and October," he said.

The size of the losses in recent

weeks has turned a good year into
an average year, said John West-
cott, chairman of Lloyd's Aviation
Underwriters' Assn.

"If everybody in the aviation
nnarket adds up the extent of the
losses, then it should have an ef-
feet on premiums. But I still think
that there are enough people who
have not done their sums and will

continue to, in effect, sell two dollar
bills for a dollar," he said. I

half of them want insurance, you
only buy coverage for that 50% of
the value," he said.

Under the insurance program
proposed by the broker/insurer
consortium, ESA could have
bought launch and in-orbit cover-
age up to a limit of $184 million for
a premium of between 16% and
17% of the insured value, ESA
confirmed.

Third-party liability coverage up
to a limit of $500 million was pur-
chased for a premium of $275,000,
and unlimited coverage for the
space shuttle crew was purchased
for a premium of $50,000, ESA
confirmed. Those coverages are re-
quired by the National Aeronautics
and Space Administration.

Both policies are led by Inter-
national Technology Underwriters
Inc., which is based in Bethesda,
Md. •
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MARKET
STIMULUS: Many insurers have not
been responsive to the insurance
needs of attorneys.

HOME
RESPONSE: "The Home has re-
sponded to those needs. We're the
single largest provider of Lawyers
Professional Uability in the U.S., and
our program is endorsed by many
state and local bar associations.
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HMO rankings
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or by a per-capita fee "We believe the ranking is in-
Additionally, HMO members correct," said Ron Williams, ex- Broad review of industry soughtContinued from page 3 prefer to receive care m a physi- ecutive vp with parent Blue Cross

average satisfaction ratings for cian's private office instead of a of California m Woodland Hills, WASHINGTON-The U S Commerce Department would under-
their physicians, medical special- health center, the survey found Cah: The ranking is mconsistent take a wide-ranging study of the insurance industry under an
ists and administration And no relationship exists be- with the HMO's own research, he amended bill approved last week by the House Energy and Com-

Pilgrim Health Care not only tween satisfaction and whether the added Among his criticisms of the merce Committee, chaired by Rep John Dmgell, D-Mich
tied for first in the satisfaction HMO has a Medicare contract with survey Its samplmg of 150 mem- The bil, Introduced last month by Rep Cardiss Collins, chairwo-
mdex but also received the high- the Health Care Financing Admin- bers is not representative enough man of the House Subcommittee on Commerce, Consumer Protec-
est rating for member satisfaction istration, the survey found of the 420,000 members that Call- tion and Competitiveness, is a substitute for an earher version of
with administration Heritage National Health Plan, formaCare covers the bill, H R. 4731, introduced by Rep Ben Erdreich, D-Ala, callmg

Minneapolis-based Medica for example, contracts under a In addition to the lowest over- for a more hmited Industry review
Choice, which received a 79 rat- health care prepayment plan, while all rating, the HMO received the The study proposed by Rep Comns, D-Ill, would cover the prop-
ing, received the highest ratmg for Pilgnm Health Care does not con- worst ranking m satisfaction with erty/casualty and hfe msurance and reinsurance industries It would
member satisfaction with medical tract with HCFA at all Callfornia- physicians, medical speciahsts and examine the industries' financial health, the adequacy of solvency
specialists Care HMO/Blue Cross of Callfor- administration Other criticisms protection, the effect of changes in federal and state hability laws,

One reason for the high rating nia, which bottomed out the hst, offered by the HMO's members the role of Insurance in mterstate commerce, and the impact of
is that Medica Choice members can does not contract either who responded to the Consumer international trade agreements on Insurer solvency
go to any specialist within the Among HMOs, responses to the Unlon survey mclude a lack of cov- The secretary of commerce would consult unth officials of the
HMO at any time without a refer- survey depended largely on how erage for routine dental care, mad- Treasury Department, Justice Department, Federal Trade Commis-
ral from a primary care physician, they fared equate examinations and insuffi- sion, Securities and Exchange Commission and other agencies, and
a Medica Choice spokesman said At No 1-ranked Heritage Na- cient availability of appomtment submit a report to the House Energy and Commerce Committee by

How primary care doctors are tional Health Plan m Mohne, Ill, times June 1

paid correlated highly with mem- President G Michael Hammes said Roundmg out the top five rank- The bill proposed by Rep Erdreich, chairman of the Subcom-

ber satisfaction, the survey found he was "just delighted with the mgs are Buffalo, N Y -based Inde- mittee on Pollcy Research & Insurance, calls only for a Treasury
The HMOs at the top of the ratings ratmg " pendent Health, with an overall 81 Department study of the Impact of msurer msolvency on business,
all paid doctors fees for their ser- But officials at CahforniaCare, rating, Rochester, N Y -based Blue finance, federal monetary pollcy and urban development
vices, while most of those at the which ranked last with an over- Choice, 80, and Rochester-based -By Dougtas McLeod
bottom paid their doctors by salary all 63, felt differently Preferred Care, 79 .

The Professional Marketplace
RATES AND CLOSING TIME:

Rates: D,splay chiss*dis $123.75 percolumn inch, minimumofone inch. Straight class*dis Closing: Published every Monday Copy must be in typewritten form by noon Tuesday, 6
$11.00 per line. minimum of 5 lines. Count 34 characters per line (include each space and days preceding publishing date. No verbal phone copy accepted. Prepayment required fol
punctuatton as a dmmcter) Additional $1750 charge for all bhnd box ads. Only those reponses all advertisements Mail ads to Margaret Hikido, Chissiled Advertising, 740 N Rush
which jit mto a business size envelope zmll be fomarded. Responses are forwarded daily St Ch=go, IL 60611. For more information call 312-649-5340 FAX 312-649-7799
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HELP WANTED

Representative AGER UCENSING MANAGER ¤uem 2 =1(C -- PROPERTY/PACKAGE UNDERWRITER
 anteed effective or money back within 30

days of purchase A powerful book
 Chelsea 3 bedrooms & 21* baths 5 OPPORTUNITY
I mins Sloane Sq Available by day/wk I Seeking self-motivated property &

Texas Municipal League Intergo- Insurance organization seeks Indi. Send $900 +$300 6/h (Ca. res add , wah maid service Wr,te PO Box HM I Domestic Property and Casualty package underwriter for Chicago based
vernmental Risk Pool ts a self-in- To: Bu,111&6me Press, 7034vidual with a strong background nZ, Bate 200-c, Framo, Ca  1921. Hamilton HMHX. Bermuda Insurance company is in need of insurance company Selected candidatesuring pool for Texas public enti-

in state licensing requirements and 93720 Ph # 1¢209)434-1915 PHONE 809-295-1512 or assets (cash or equivalents) in will have 5-10 years' property and
ties Hazard identification and

(Quant discounts avallable  FAX 809 295-1464 package underwriting experience Sal-
report writing exper, ence destr- procedures for insurance agents ISBN 033906-1-9/LOCC#92 73136 return for percentage of ownership ary commensurate with experience

able, bachelor's degree ,n public and brokers In all states Individual (commensurate with Investment) Send resume to Business Insurance,
Box 2753,740 N Rush Street, Chicago,

administration, risk management should have experience in manag- Serious inquiries only IL 60611-2590

or a closely related field or equiva- ing an agency's multi-state Acens- 1-800-886-8666
lent training and experience This WORKER'S COMPENSATION

position will be based in Lubbock ing needs Excellent organization, SRM, Inc. CLAIMS MANAGER

or Austin, Texas and will require good employee benefits Send
EXECUTIVE

extensive travel within Texas Send resume and salary history to Bust- COMPENSATION CONSULTANT
We're a major multi-international
insurance broker based in Southern

resume to Loss Prevention Posi- ness Insurance. Box 2752, 740 N California, currently seeking a
tion, TML Risk Pool, 211 E 7th

Rush St, Chicago, IL 60611-2590 C)ne of New England's leading mdependent employee benefit consult- Sedgwick James, a global Worker's Compensation Claims Man-
St, Suite 300, Austin, TX 78701 ing firms is looking for an Executive Compensation Consultant This leader in brokerage, risk manage- ager with 5 + years management expe-

positton requires extensive expenence in executive compensation and ment and consulting. ts currently rience and knowledge of California
Worker's Compensation We offer an

employee benefits consulting Theideal candidatewillhave expertise m looking for an ACAS or FCAS to excellent salary/benefits package
some (if not all) of the following competitive surveys, employment Join their actuarial consulting Please send resume and salary history
contracts and documents, corporate owned life insurance, tax and unit Position requires a high level to our confidential reply service at
financial planning for executlves, estate planning, supplemental execu- of motivation and excellent inter-

Dept MAR-102, c/o 1722 E Rose Ave,
Orange, CA 92667 EOEtive retirement plans and nonquallfied deferred compensation plans personal and communication

Excellent presentation sktlls and computer knowledge are essential An skills Expenence in a consulting CLAIMS EXAMINER

advanced degree and/or a professional designation is preferred role, commercial lines ratemaking Our Chicago Excess & Surplus Lines
and reserving a plus Responsibill-We offer a competitive compensation package and a challenging work underwriting office seeks a strong,

environment Qualified candidates should forward their resume with ties Involve providing consulting well-rounded claims examiner with a

salary requirements, to services to a wide variety of ch. minimum of 10 years' experience Em-
hasis on products liability and general

Human Resources ents involving reserving. forecast- |ability Multi-state experience is re-
George Beram & Company ing. allocation and other types of quired lst party property a plus Com

analyses Candidates wishing to pensation commensurate with experl-223 Needham Street, Newton, MA 02164-1502 be considered for this position ence Send resume and salary history to
Business Insurance, Box 2754,740 N

An Equd Opportunity Employey should send their resume and sal- Rush St , Chicago, IL 60611-2590
ary history to Sedgwick James.
inc., 3401 West End Ave. Suite

Toyota Motor Insurance Services (TMIS) is 600. Nashville. TN 37203. Attn Business Insurance

experiencing major growth and expansion and has an Ann V. Griffith. Circulation

exceptional opportunity for a Credit Insurance Manager at™ SR. RISK MANAGEMENT Breakdown*
CONSULTANT

our Torrance, California corporate headquarters Your efforts Will UNDERWRITER BUSINESS OPPORTUNITIES
Commercial Consumers

be critical to our cont,nued profitability and competitiveness
SIRIS, a Sarasota based insurance

Sarasota based workers' compen- NATIONAL BROKERAGES Administrative

services company, seeks a dynamic CEO s Presidents and Owners 2,489

You will manage the processing and operations of the TMIS sabon company seeks marketing indmdual to direct its national risk Top Producers & Professional Office Vice Presidents, General Managers and Other
onented underwriting professional management consulting practice Staff seeking National Retail Bro-

Administrative Personnel 4 175

'Extra Care" Credit Life and Disability Insurance program This will to handle its expanding large This position reports to the Sr VP, kerage Firm wishing to locate office m Financial
involve maintaining superior customer service and satisfaction, account bumness Reporting to the and will be responsible for creating, Central Florida Area Resume's & qual- Chief Financial Officers and Vice presidents of Fi

ifications upon request Reply to Busi- nance 2811

ensuring timely, efficient processing, and direchng the develop- Underwnting Director, this cnbcal marketing and delivering nsk man- ness Insurance, Box 2755,740 N Rush Secretaries Treasurers contollers and other Fi
position's responsibilittes will in- agement services to chents nation- Street, C h icago, IL 60611-2590 nancial Personnel 4204

ment and marketing of new and existing products clude large account underwriting wide The positton requires a high Risk/Employee Benefits

and pncing, agent relations and energy individual with supenor tech- HELP WANTED Vice presidents directors, managers, and other

The ideal candidate should have an MBA with 5+ years manage- related department personnel of Insurance risk
education, and renewal review nical risk management skills, solid employee benehts, personnel compensation,

ment experience in a credit life insurance environment, or a Extenmve knowledge of Flonda understanding of all lines of insur INSURANCE, RISK, ANC) BENEFITS pension sately security industrial relations,
ance and excellent project manage- MANAGER - $41,195 - $46,481 human resources and employee/labor relations

Bachelor's degree in Business Management or a related field and workers' compensation, loss sensi- Requires a college degree in Public Ad- 11,995
bve rating and the Independent ment and consulting skills Extensive

equivalent work experience Knowledge of reinsurance pro-
ministration plus five (5) years paid Sub-total 25,683

agency system essenhal Successful business travel required Successful work experience in the insurance held
candidates will have a Master's or which must have Included responsibil- Associations 442

grams and captive company management is essential candidates will have 5 + years ofworkers' compensation under. Bachelor's degree In risk manage. ity for insurance claims, health bene_ Government. Unions and Educational Institutionsfits, collection, and analyzing, nego-
1261

TMIS offers a competitive salary, outstanding benefits, and a pro- I wnttng expenence and excellent ment, marketing and/or finance train- tiating and purcahsing comprehensive Commercial Consumers
gressive work environment For immediate consideration, please I communicaton and marketing Ing, and minimum of 6 years related insurance coverage Possession of a Sutotal 27,368

skills Some travel required Com- expenence ARM or CPCU des,gna- valld State of Michigan Driver's Li- Insurance Agents and Brokers 9.090

send your resume to Toyota tion required Excellent benefits and cense before appointment Possession Insurance Companies 8 128
petmve salary/benefits Interested of a professional Risk and/or Insurance

significant advancement potential In- Accountants Actuanes Attorneys & Consultants
and/or BenefltS Certificant/Designa- 3,340Moto r In s ura nce Services, TOYOTA Eiml candtdates should send resume/ terested candidates should send re- tion orits equivalent Applications will Amustets Appraisefs, TPA s Captive Managers

A 1515 West 190th St., P.O. Box MOTOR salary history to sume and salary history to be taken continuously at the Personnel & Health Care Providers 1,529

 2958, Torrance, CA 90509-2958; INSURANCE Human Resources Office, 1101 S Saginaw St, Flint, MI Others Allied to the Field 1580

SERVICES
Human Resources 48502, until the position is filled Must Single Copies 46

. Attn: GH/Bl-CIM EOE M/F/H/V
PO Box 1598

P.O. Box 1598 be resident of City of Flint on date of TOTAL 51,099
Sarasota. FL 34230-1598

Sarasota, FL 34230-1598 hire and maintain residency as a candi-
tion of emploment An Equal Opportu- * Source Business/Occupational breakdown of

EOE, Drug Free Workplace (EOE Drug Free Workplace) nity/Affirmative Action Employer qualified circulation, November 25 1991 issue,
as submitted to BPA for December 1991 BPA

-- Publisher's Statement
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HGO lawsuit for us when they were in a sell- tive that service is a pohcyholder "The way the experience modi- formed no in-depth claims analysis
ing posture," said Mr Oswald pnonty "We are seemg more cases fier is calculated, the pohcyholder • "Liberty Mutual promised to

Conttnued Pom page 2 "Then nothing happened Processing where the quality of service influ- has excess baggage for many years," provide HGO workers with safety-
In its answer to the lawsuit, Lib- claims became a mghtmare " ences the pohcyholder's choice of Mr Ress said education materials and conduct

erty Mutual denied all of the allega- And Mr Oswald said when he market" He explamed that poor loss expe- safety seminars with HGO work-
tions and filed a counterclaim for complained to Liberty Mutual, lt Mr Drake also pointed out that nence causes the pohcyholder's ex- ers They offered workers not one
$192,524 55 m unpaid premiums "stonewalled" and viewed HGO as Liberty Mutual lS a direct wnter of perience modification factor to nse safety booklet and conducted no

In addition, the insurer recently "chronic complainers " workers comp, so no broker was That will cause a subsequent in- safety seminars "
won a favorable ruling from U S "All our efforts to get Liberty Mu- mvolved He said thls type of law- surer to charge the policyholder There is also anecdotal evidence,

District Judge Cllfford Scott Green tual to lom hands with us and forge suit would be unlikely on a bro- more for its workers comp insur- according to Mr Ress
who held that a 1990 Pennsylvania solutions failed," Mr Oswald said kered account because brokers are ance For example, in order to show

statute that allows pollcyholders to "This is the first lawsuit that I more hkely to negotiate a resolu- When HGO was uslng Sentry as that Liberty Mutual over-reserved,
sue msurers for bad faith cannot be am aware of that results from an tion between insurer and policy- its workers comp insurer, the lani- Mr Ress wall discuss the case of a
applied to claims handled before insurer' s failure to provide any loss holder torial company had an expenence worker who injured her back after
1990 As a result a majority of control services," said HGO attor- "They nsk losing chents if they modifier of 0 453, said Mr Ress liting a trash can Liberty Mutual
HGO's bad faith claims have been ney Doug Ress fail to do so," he said "As a result, After two years with Liberty Mu- reserved more than $12,000 for this
knocked out, said the insurer spo- Mr Ress of Kaufman, Coren & there are relatively few cases (llke tual the experience modifier had claim file, which was later settled
keswoman Ress in Philadelphia commented,"If this one) Involving brokered bum- nsen to 12, he said for $673 22

"Based on the recent favorable insurance companies can promise ness" The problem facing HGO at trial In order to show that Liberty Mu-

decision from Judge Green, as well pohcyholders the moon and stars m "If there lS a legal theory that is proving a causal connection be- tual mishandled certain workers
as the ments of our case, we feel the way of loss control services, then holds up m this case, people around tween Liberty Mutual's alleged fall- comp claims, Mr Ress wlll discuss
confident we wlll receive Judgment not deliver them and be immune the country wlll look at it," said m- ure to provide loss control services the case of a part-time worker who
of the premium owed to us and that from suit, it becomes purely a mar- surer attorney Kurt Beranek of Fra- and HGO's poor loss expenence injured his pinkie finger and was

the court wlll find there was no bad keting technique" temgo, Best & Beranek m Chicago "This case presents very difficult back at his regular Job as a pollce
faith or intentional mishandhng of Norman Burdick, resident vp- "This case is definitely breaking proof issues," said Mr Beranek officer within a few weeks, but re-
the files," said the spokeswoman Midwest region for Argonaut Insur- new ground " "The pollcyholder must show that mained on HGO's workers comp

Liberty Mutual provided work- ance Co in Chicago, agreed "An in- HGO's attorney, Mr Ress, agreed ltS losses wouldn't have gone up rolls for several years
ers compensation msurance to HGO, surance company has a duty to pro- "I have not uncovered any case that anyway " Similarly, Mr Ress wdl discuss

a lanitonal services company that vide the services it promises to the does on a broad brush what we have In fact, this lS likely to be the the case of a worker who Injured
employs about 1,200 people, in 1986 pohcyholder " done here main defense raised by Liberty Mu- her back and was not seen by a
and 1987 Mr Burdick says this type of suit "More often than not pohcyhold- tual, according to Mr Ress doctor for 18 months All the while,

HGO Chairman and Chief Ex- would be "healthy for the mdustry " ers just 11ck their wounds and move However, he beheves HGO unll she received weekly benefits
ecutive Officer Lou Oswald said "The insurance policy in work on to another insurer," he com- be able to offer sufficient proof of Mr Ress also plans to introduce
Liberty Mutual's promise of loss comp 15 the same among all of the mented Liberty Mutual's failure to provide expert testimony to help the court
control services was one of the key carriers, so policyholders are not Mr Ress predicted that HGO's loss control services evaluate in monetary terms the

reasons the company switched to buying the pollcy What the cus- lawsuit could prompt other pollcy- For example, Mr Ress said damage done to HGO

the workers comp insurer m 1986 tomer is buying is service or the holders to take legal action against • "Liberty Mutual promised to He has hired two experts that

Previously, HGO purchased ltS absence of service," he said "This recalcitrant workers comp Insurers perform on-site inspections and will testify that the poor claims-
workers comp insurance from Sen- lawsuit goes nght to the heart of "Thm lawswt wall make msurance make safety recommendations They handhng and loss reserving caused
try Insurance Group of Stevens these issues" companies more responsible and performed not one on-site mspec- a total of $474,067 in damage to
Pomt, Wls Lawrence Drake, managing make pollcyholders more aware of bon and made not one safety recom- HGO m 1986 and 1987

"Liberty Mutual made a great director of Marsh & McLennan Inc the signihcance of loss control," he mendation And, an expert also w111 testify

pitch as to what they would do m New York, shares the perspec- said • "Liberty Mutual promised to that the "total absence of loss pre-
conduct an in-depth claims anal- venton services" caused HGO dam-

Florida fee cap law yms to determine what causes losses age estimated at $156,656, Mr Ress
and pinpoint problems They per- said .

Continued from page 2 mise that Included granting a And the charges for the in-of-

were within their rights when one-year extension on the effec- fice procedures were, on average,
they passed a law that aims to tive date self-referral ban 4 5 to 7 5 times higher than

hold down costs by restricting "The Legislature again missed charges by outside radiologists
self-referrals Lawmakers, the mark if it meant for a quid If Judge Stafford finds that the Insurance Services Guide
though, lacked sound reasoning pro quo rationale to explain the entire law violated due process,
for exempting some providers classifications set up in (the fee he could strike down the whole
from the law at the expense of schedule provision)," he wrote law, including its core the Octo-

others, he said Lastly, Judge Stafford said the ber 1995 cut-off point for doctors InPhoto Surveillance Advertise in

His ruling stems from a pair of Legislature lacked the factual referring patients to outpatient Long Range Video
The Insurance Services Guide!

lawsuits filed earlier this year backing to support a fee schedule facilities in which they own a fi- Surveillance of Claim-

against the state by owners of that, after further study, was nancial stake
FAX your ad

ants Agents within 3 for the next Issue

several Florida magnetic reso- found to deny the MRI centers A lawyer for the MRI centers hours dnve of 80% of

nance imaging centers the chance to earn a profit said Judge Stafford's ruling was the U S population FAX: 312/280-3189

The owners had argued that In the lawsuits, the owners ar- the only one possible in this case 8004224220 FAX 800752.0720 PHONE: 312/649-5340

the fee schedule is unconstitu- gued that they could not sustain "This ruling re-affirms a prin-
tional because lt affords hospi- a profitable business if required ciple of constitutional law that
tals and group practices an un- to charge no more than 115% of says no matter how admirable
fair, unreasonable competitive the Medicare reimbursement the ultimate intent, it must be
advantage over non-exempt pro- level achieved by all equally That's 02 *Ca* THIS! Automated Benefit Administration,

Claims Processing and Management
viders A recent study by the Florida the whole concept behind equal

The self-referral law limits Health Care Cost Board sup- protection," said Barry Richard
System installed nationwide and in Puerto
Rico since 1979.

charges in five areas-clinical feeyd ftb t11% Eheerstzy Y.Io;boes eteoifmT-laboratory services, physical
therapy, comprehensive rehabili- costs, diagnostic imaging centers lahassee, which represented Me- y THIS ! 1 THIS! Real-time claims adjudication.

COBRA, EAP, Cost Containment,

tation, diagnostic imaging ser- had to charge from 130% to 170% diTek Inc, a provider of MRI Managed Care and extensive reporting

vices and radiation therapy-to of the Medicare rate services 5>ate & 5%
%

capabilities with clear, concise processing

115% of the Medicare reim- "The legislative record was so The second issue that Judge screens.

bursement level lacking in facts about price, Stafford must decide iS whether
But that cap applies only to especially as to the prices fee caps-even if applied equally

Call Telos and ask for THIS!

services rendered in a non-hospi- charged by group practices and -would deny providers substan- (805) 968-2551 • Fax (805) 968-2589 COMPUTING INC.

tal or non-group practice setting, hospitals, that lt lS difficult to tive due process on the grounds 42 Aero Cammo, Suite 102 • Goleta, CA 93117

hospitals and group practices- surmise why the Legislature that the state enacted an arbi-
those with two or more doctors- wanted to protect these particu- trary and capricious law that
can charge whatever they want lar entities," wrote the judge would deny those affected a fair

Each fee cap violation carries a "Not until after the act was rate of return on their business
maximum $5,000 penalty signed into law did the HCCB A spokesman for the Agency of Reach For The Stars

In striking down the caps, present the Legislature with in- Health Care Administration, Investigate this new generation of quality software solutions for healthJudge Stafford ruled that the formation about the expected which oversees the Health Care
Legislature failed to adequately impact of the fee caps " Cost Board, said abolishing the benefits management, workers' compensation claims, general liability,

explain why hospitals and group While Judge Stafford noted law would cost Florida health medical cost containment, including

practices should be exempt that the Legislature had few, if care payers between $200 million ISP HealthStar • ISP CompStar • ISP MultiStar • ISP MediStar
"Both mint and non-Joint ven- any, facts upon which to base its and $500 million per year

tures are sublect to the fee caps fee cap exemptions, lawmakers Lawyers for the state declined
Both joint and non-Joint ven- did discuss the December 1990 to comment on the case, but said
tures are exempt from the fee 1SSUe of the New England Jour- they have filed a motion with

For more information about the many ways

caps If the Legislature meant to nal of Medicine, which contained Judge Stafford to have the ex-
youcan beneS, Som
Insurance Software Packages, Inc ..../

target the abuses of physician a study concerning diagnostic emptions for hospitals and group write to uS at

self-referral, then it missed the imaging services performed both practices removed from the law 3625 Queen Palm Drive

mark," he wrote in and out of physician offices The state says it would be ame- Tampa, FL 33619

Judge Stafford also questioned According to the study, physi- nable to having the caps apply to
or call (800) 237-8133 in the U.S.,
(813) 621-6069 in Florida

the Legislature's motives for cians nationwide who owned - all providers of the five desig-
capping fees He points out that their own equipment ordered nated services
the caps were added Just one day from four to 4.5 times as many If Judge Stafford declines to
before the law was passed procedures as physicians who re- remove the exemptions, the state

In addition, the Judge wrote ferred their patients to outside may appeal to the 11th U S Cir-
For advertising information in the INSURANCE SERVICES GUIDE

that he believes that the caps radiologists with whom they had cuit Court of Appeals, said one of
Contact Margaret Hikido 740 Rush Street Chicago Illinois 60611

were added as part of a compro- no financial ties its attorneys
Telephone (312) 649 5340



90 / Duacite:66 limu/Unte, RUESUX lU, 1336

Oregon uals ians "and (the president) has Clinton campaign headquar- persons currently in the Medic-
The Oregon Legislature has nothing to offer in its place," she ters in Little Rock, Ark , did not aid program," according to Sen

Cont:nued from page 1 determined there are enough asserted return phone calls Kitzhaber, who cited "errors of
"The governor and legislative state and federal Medicaid funds "Why not let the (Oregon) plan But whether Gov Clinton is fact and faulty logic" in HHS's
leaders have to decide what to to cover the top 587 of these ser- go forward" and allOW lt to be elected or not, observers say that denial of the waiver
do They don't want to go vices in a standard Medicaid tested in the legal system? she states will continue to propose Persons with disabilities are

through an exercise" of resub- health plan asked health care reform plans, despite now exempt from the waiver
mitting the plan for approval lf To implement this portion of "It is clear that the decision by Oregon's setback project and would not be rolled
there is no chance the Bush ad- its plan, Oregon asked the Health the Bush administration was "The Oregon situation is some- into the program until 1993, he
ministration will allow it, ac- Care Financing Administration not a decision made on the basis what special, because it would said
cording to Cynthia Griffin, man- for a five-year waiver of federal of sound public policy, but like to attempt Medicaid re- In addition, Sen Kitzhaber

ager of provider relations m the Medicaid rules, which govern rather a decision made in the forms, as other states have not," said, the administration "mis-
state Office of Medical Assis- which services must be provided context of presidential election pointed out Frank McArdle, a represents the findings of the Of-
tance Programs under the program politics By using the ADA as a partner and manager of the fice of Technology Assessment,"

Ms Griffin said that attorneys But according to the HHS smoke screen, President Bush Washington office of Hewitt As- which prepared a report on the
for the state have been confer- analysis of the Oregon plan, the believes he has skillfully avoided sociates Oregon plan for the HHS "Sulli-
ring with U S government attor- list of medical services priorities confronting any of the funda- "There's a wide range of activ- van claims that the OTA found
neys, "and from what our attor- "was based in substantial part mental issues surrounding the ity going on at the state level that the Oregon priority-setting
neys were able to get they on the premise that the value of health care debate," Oregon Sen- now-being fueled by major project discriminated against
want us to scrap the priorities," the life of a person with a dis- ate President Dr John Kitz- problems in each state-and persons with disabilities when,
which are the heart of the Ore- ability is less than the value of haber, D-Roseburg, said in a those efforts won't subside be- in fact, the exact Opposlte 8
gon plan the life of a person without a statement true "

By prioritizing medical ser- disability " The Bush administration is The OTA found that "the pri-

vices, the Oregon plan would be Oregon officials disagree "following a national consensus" ority process created a slight
able to extend care to more of the Attorneys for the state have in backing national rather than 'George Bush has preference for services that pre-

poor, the state says determined that the plan would state health care reform efforts, undone four years of vented or mitigated disabling
The state's Health Services not violate the ADA, according said Mark Ugoretz, president of work' to extend conditions," Sen Kitzhaber

Commission put 709 health care to Ms Griffin the ERISA Industry Committee, commented

services into 17 categories of "George Bush has undone four which iS made up of Fortune 150 coverage in Oregon, The HHS analysis also claims
care, which then were prioritized years of work in Oregon" that companies charges Ms. Griffin. that a statewide telephone sur-
as essential, very important or would have extended medical The administration was espe- vey conducted by those drafting
valuable to only certain individ- coverage to virtually all Oregon- cially "discomfited" by the ra- the health plan affected the final

tioning aspect in the Oregon ranking of health services by al-
plan, Mr Ugoretz said To many cause of this decision," Mr lowing "bias against persons

States receive grants members of Congress and to most McArdle added with disabilities to be taken into

Americans, "it is anathema to About 10 states have asked for account "

think that some bureaucrat waivers of the Employee Retire- But Oregon's Ms Griffin

to draft health reforms someplace is rationing the cover- ment Income Security Act of counters that the survey "]ust
age and benefits that someone 1974, he said The decision on the asked what people rate as most
would have a need for, based on Oregon plan "does not signal important in their health care, lt

By SALLY ROBERTS the amount of revenue available that waivers won't be considered didn't force them to choose one

I in a state," he said and allowed " thing over another, lt didn't

Financial barriers to basic health care may be reduced for For example, under the Oregon ERISA generally prohibits change the ranking" of ser-

millions of Americans under a grant program designed to en- I plan, Medicaid would provide state interference with employee vices
courage state health care reforms only comfort care for conditions benefit plans In addition, the analysis said

Twelve states have been granted a total of more than $8 mil- considered terminal, such as cer- "The scope of the waiver that the Oregon plan would not
lion to develop statewide reforms aimed at expanding health tain cancers sought by Oregon was so contro- cover life-support treatment for

insurance coverage and containing costs But Oregon officials maintain versial that the Bush administra- extremely low-birth weight

Because there lS no national consensus on health care reform, the current system of health care tion was very careful in consid- babies and that the plan's dis-

"states are challenged to do this on an independent basis," said allows "silent rationing" of ser- ering it," Mr McArdle said The tinction between certain cate-
a spokeswoman for The Robert Wood Johnson Foundation in vices to those who can pay for administration, which had taken gories of those babies "raises

them a strong position in favor of the similar concerns under thePrinceton, NJ, which funded the grants
Proposals from 35 states were reviewed by the foundation and "The administration ap- ADA, did not want to be seen as ADA "

by an independent national advisory committee, the spokeswo- parently has no qualms about the taking "any step backward," he "This allegation is entirely un-

man said The 12 states selected were the "most fundable fact that all health services will explained founded, a fact that would have

projects," she added be rationed" to the 120,000 poor Under the Oregon plan, which been apparent had the adminis-
The 12 states are Arkansas, Colorado, Florida, Iowa, Minne- Oregonians who would otherwise was established by the Oregon tration revealed its oblections

sota, New Mexico, New York, North Dakota, Oklahoma, Ore- be covered under the plan, Sen Basic Health Services Act of prior to denying the waiver The

gon, Vermont and Washington. Kitzhaber said 1989, Medicaid coverage would only services that are excluded
The two-year development grants will allow the states to test Observers say the administra- be extended to all state citizens are those which medical research

many of the health care options now being considered at the tion's denial of the Oregon plan at or below the federal poverty suggests are futile," responded
national level was influenced by the strong op- level (BI, March 2, March 18, Sen Kitzhaber

position to the plan voiced by 1991)Colorado, Iowa, New Mexico and Vermont propose to estab-
lish single-payer or regulated multiple-payer systems members of Congress, including Currently, about 120,000 state

Democratic vice-presidential residents with incomes beneath
A I . A.

Iowa, Minnesota, North Dakota and Vermont will explore the
effectiveness of dollar limits or targets that would curb total i candidate Sen Al Gore Jr, D- the federal poverty level are mel-
expenditures for health care services annually or restrict fees Tenn igible for Medicaid because they

paid to providers "Oregon has made a tragic do not meet certain qualifica-

Iowa, Oregon, North Dakota and Washington propose to de- choice and a homble mistake in tions, namely, they are pregnant

velop a play-or-pay mechanism under which all employers responding to the plight of the women or are receiving federal

would provide basic coverage to their employees or pay into a uninsured by developing a Aid to Dependent Children bene- Index
state insurance pool scheme that takes from the poor, fits

and only the poor, to help theArkansas, Florida, Minnesota, New Mexico, Vermont and While the state would increase Issue of August 10
Washington intend to create a state insurance plan or to subsi- poor, a scheme that preys on the the number of individuals eligi-

dize health insurance products that target special populations, limited political clout and pow- ble for Medicaid, the prioritiza- Advertiser Page #

such as small businesses or children erlessness of poor women and tion component of the plan
Amenean Re-Insurance Co 16-17

Arkansas, Minnesota, New Mexico and New York propose to poor children, and whose only would eliminate coverage for

develop uniform claims processing and billing systems for in- answer to skyrocketing health certain costly, high-risk services Business Insurance 13,15,18,22,25

surance care costs is to ration care," Sen and other medical services that
Capital Re 24

In addition to the grants, the 12 states will receive technical Gore said at a subcommittee do not improve the quality of

assistance from the National Governors ' Assn., the Alpha Cen- hearing of the U S House Energy life That would free money to Commerce & Industry/AIG 7

ter and the Urban Institute, two Washington, D.C.-based think and Commerce Committee last extend basic health insurance to

tanks, and the RAND Corp , a public policy research organiza- September all of the state's uninsured;low- Crawford & Company 10,14

tion in Santa Monica, Calif, under an additional $2 3 million But Oregon officials say that income individuals, the state
Democratic presidential candi- says

Express Sertpts 12

grant made to those organizations by The Robert Wood Johnson
Foundation date Gov Bill Clinton has lent In addition to prioritizing Home Insurance 13,15,25

Following the first two-year phase during which the funded encouragement to the Oregon health care services, other com-
ITI'/Hartford 4,11

states will develop their proposed reforms, the states will be plan ponents of the plan are a high-

eligible to apply for up to three more years of additional fund- "Clinton has visited the state risk pool, created in 1987 to Philadelphia Insurance Cos 12

ing to support the implementation of their proposals, the spo- and he has been very supportive cover individuals considered un-
of the plan, both as an expert- insurable, a small-business in- Reliance National 9

keswoman said

Before several of the plans could be implemented, federal ment" and because of the nature surance program, which is sche- Royal Insurance 32

authorities would have to grant special waivers of federal laws of the plan Itself, said a spokes- duled to be implemented at the
or regulations woman for Gov Roberts end of this year, regardless of the S G Warburg 22

Play-or-pay plans, for mstance, would have to get a federal "Sen Gore is not running for status of the Medicaid waiver
Wausau Insurance Company 5

exemption from the Employee Retirement Income Security Act. president of the United States," application, and a play-or-pay

And those plans that merge Medicaid with a state-sponsored in- the spokeswoman added system for Oregon employers Wmdsor Insurance Brokers 6

Sen Kitzhaber told a news that would become effective insurance plan would have to get a waiver from Medicaid, the
foundation spokeswoman said conference that perhaps the best 1995

An Oregon health care rationing plan was recently rejected course of action now would be to "The most crucial fact over-

by the Bush administration when officials decided it does "take the plan to President Clin- looked by Sullivan is that the 0 fZYFTiFE.
not comply with the Americans with Disabilities Act (see story, ton," according to a spokesman Oregon Medicaid waiver request I/,Ai,1. •lll
page 1). for the Oregon Department of In- has no effect on the medical cov-

surance erage received by those disabled



Senate tax bill increase the attractiveness of "An employer provides cover- Both the House and Senate ployees
401(k) plans and perhaps boost age to unionized workers, but bills would • Allow employees who return

Continued from page 1 participation by lower-paid em- can't take credit for the coverage • Give employers a simpler from military service to make
"There are more provisions to ployees for non-discrimination testing way to run the IRS non-discrim- retroactive contributions to their

like in the Senate bill," said "Knowing when you put the purposes That is hardly fair," ination test for 40Uk) plans 401(k) plans to cover the period

Frank McArdle, a consultant money in that you also can get it said Foster Higgins' Mr Saveth They would be allowed to com- while they were in the armed
with Hewitt Associates in Wash- (out) without penalty" makes a The disaggregation require- pare salary deferrals made by services Employers would have
ington 401 (k) plan more attractive to ment can make lt difficult for low-paid employees during the to match the returning veterans'

Specifically, the Senate bill employees, said Hewitt's Mr some pension plans to pass the previous year with the contribu- contributions on the same basis
would ease problems for employ- McArdle non-discrimination tests tions made by high-paid employ- as they matched other employ-
ers and ennployees caused by a Benefit consultants question, For example, assume a com- ees in the current year ees' contributions during the

new pension withholding law though, whether the removal of pany offers a pension plan at one By contrast, they now have to years the veterans were in the
and make lt easier for employers the 10% penalty on certain hard- location to union employees, who compare the current-year contri- military
to pass certain pension non-dis- ship withdrawals from 401(k) are considered lower-paid em- butionsofthetwo groups • Extend the tax-favored sta-

crimination tests The House bill plans will be accepted when dif- ployees for testing purposes, and By using low-paid employees' tus of employer-provided educa-
would do neither ferences between the House and to salaried employees, all of prior-year contributions, em- tional assistance benefits

Under the new withholding Senate bills are ironed out by a whom are highly paid In addi- ployers would know at the start through Dec 31, 1993 The tax-
law, employers, starting next conference committee tion, assume the plan is not of- of a plan year how much high- favored status of educational as-
year, must-at the request of a Removing the penalty, they fered at a second location, which paid employees could contribute sistance benefits expired in June
terminating employee-directly note, would seem to conflict with employs primarily lower-paid without violating the non-dis- But benefit provisions in the

transfer pension distributions to previous congressional desires to non-union workers crimination rules two bills differ in a number of

an employee's individual retire- discourage pre-retirement with- Because union employees The two bills also would offer other areas Those differences

ment account or to the defined drawals would have to be excluded, the employers two new safe harbors include
contribution plan sponsored by Meanwhile, the Senate bill also pension plan would likely flunk for their 401(k) plans, which, lf • Multiemployer pension plan

the employee's new employer would allow all employees co- an IRS non-discrimination test satisfied, would exempt employ- vesting
A 20% withholding tax will be vered by pension plans to make that requires the percentage of ers from non-discrimination Only the House bill would re-

levied on distributions, such as tax-deductible contributions to lower-paid employees covered by tests quire multiemployer pension

from a profit-sharing plan, that IRAs The 1986 tax law barred a pension plan to be at least 70% Benefit experts say that the re- plans to adopt more rapid vest-
are not directly transferred to an middle- and upper-income em- of the percentage of highly paid quirements set by the safe har- ing schedules
IRA or a new employer's plan ployees covered by pension plans employees covered by the plan bors are so stiff that few com- The plans could adopt a sched-

The Senate bill eliminates this from making tax-deductible IRA For example, if a plan covered panies would qualify ule in which employees were first

transfer requirement-a big nui- contributions 100% of highly compensated em- • Allow non-governmental and fully vested after five years,
sance for employers-for small However, in the case of em- ployees, it also would have to tax-exempt employers, such as or a schedule in which employees
pension distributions Employers ployees participating in 401(k) cover at least 70% of lower-paid trade associations, to establish were 20% vested after three
would not have to offer the di- plans, the new legislation states employees 401(k) plans years, with vesting continuing at

rect-transfer option for distribu- that their total contribution to If the union employees were • Require the IRS to round up the rate of 20% annually until an
tions of less than $500, and these their IRAs and 401(k) plans considered when running the to the nearest $100 and $1,000 employee was fully vested after
small distributions would be ex- could not exceed the maximum test, the plan would be much the annual inflation adiustment seven years of service
empt from the withholding tax deferral limit to a 401(k) plan more likely to pass the non-dis- in the maximum employee sal- Multiemployer plans now typi-

"This will help for those nui- That limit, indexed each year to crimination test ary deferral made to a 401 (k) cally offer 10-year cliff vesting
sance situations, though I wish inflation, currently is $8,728 The Senate bill also would lib- plan and the maximum benefit • The Senate bill would allow

the ceiling would be at least The Senate bill also would ease eralize the IRS' minimum-par- that can be funded through a de- employers with fewer than 100
$1,000," said Frederick Rumack, pension non-discrimination test- ticipation rule That rule, says a fined benefit plan employees to set up a new pen-

director of taxes and legal ser- ing requirements for employers pension plan must cover 40% of a To help employers plan better, sion plan, called PRIME account
vices at Buck Consultants Inc in that cover union and non-union company's workforce or 50 em- the IRS also would be required plans, that would be exempt
New York employees under a single plan ployees, whichever is less to announce these changes in in- from non-discrimination testing

The 20% withholding tax also The legislation would make Under the Senate bill, the rule flation-adlusted amounts before A PRIME plan would allow

would not apply to hardship optional the current mandatory would be modified for defined the end of the year employees to make pretax con-

withdrawals from 401(k) plans use of a so-called pension "dis- benefit plans so that the plan • Simplify the definition of tributions of up to $3,000 a year,
Some 401(k) hardship with- aggregation" rule That rule says only would have to cover 40% of "highly compensated employee" with a 100% employer match up

drawals would also be exempt employees covered by a collec- employees, or 25 employees, for IRS non-discrimination test- to 3% of pay
from another tax The special tive bargaining agreement must whichever is less Defined con- ing purposes • The House bill would allow

10% federal tax that now applies be disregarded-ven if they re- tribution plans would be exempt Under both bills, highly paid indexing to inflation of a portion
on most pre-retirement distribu- ceive coverage from the same from the rule employees would be those who of a two-pronged limit in the
tions would not be assessed on pension plan as other employees Lowering the participation own at least 5% of the company maximum deferral employees
first-time purchase of a home or -when the various Internal Rev- standard would help large em- or th os ee arn ing at least can make to so-called Section
for tuition and related higher enue Service non-discrimination ployers who may have, for exam- $62,345-an amount which 457 plans, a type of pension plan
education expenses of an em- tests are run ple, acquired small units and would be increased annually that certain tax-exempt employ-
ployee, or an employee's spouse Benefit consultants describe don't want to merge those units' with inflation and rounded to the ers can offer
or children the disaggregation rule, included plans into other company pen- nearest $1,000 in future years The $7,500 ceiling would be ,

Removing the 10% tax on cer- in IRS regulations, as unfair and sion plans, said Buck's Mr Ru- Current law sets numerous indexed to annual increases in

tain hardship withdrawals will illogical mack definitions of highly paid em- inflation

GIC survey Dingell letters
Continued from page 3 the issuing insurance company ing their GICs are rated AA or

The findings are no surprise, fail (BI, Nov 18,1991) better by Standard & Poor's Cont,nued from page 2

confirming that employers- Meanwhile, 43% of those re- Corp hnes busmess It also is m the process of acquiring Bankers Life &
especially those sponsoring large sponding to questions about the Insurers issuing GICs to 29% of Casualty Co of Chicago That deal is expected to close next month
plans-continue to move away advantages of GIC alternatives the respondents are rated AAA Conseco attacks the Barron's story-wntten by Abraham J Bn-
from traditional GICs, noted cited better control over invest- by S&P, while 30% use insurers loff, a retired accountmg professor---as "opinion and innuendo mas-
Brian Ternoey, a principal in ments, and 33% cited better re- rated AA +, 33% use insurers querading as fact" A spokesman said the company's accounting
charge of Foster Higgins' invest- turn on invested assets rated AA, 3% use insurers rated conforms to mdustry standards and SEC requirements
ment services consulting group Only 3% of respondents said AA -, 4% use insurers rated A But Rep Dingell, chairman of the House Oversight and Investiga-

"We expected to see the in- GIC alternatives offered no ad- and 1% use insurers rated A - tions subcommittee, asks the SEC whether Conseco's earnings are
crease in the move toward other vantages over traditional GICs • The average GIC rate of re- an "accounting illusion" and its takeovers "a dellberate stranghng
alternatives, and we saw it," Mr • Seventy percent of respon- turn among respondents dropped of companies producing insurance products and jobs for Amen-
Ternoey said dents require alternative GICs to to 8.59% in the first quarter from cans "

He added that he expects the provide a fixed interest rate, and 8 73% in the fourth quarter of "The conclusions of (the Barron's story) are especially disturbing
defection from traditional GICs 67% require a fixed maturity 1991, while the average remain- because they bear striking resemblance to the sordid events which
to continue for another year or date ing time to matunty decreased to caused such havoc wlth leveraged buy-outs, lunk bonds and the
two, with about one-third of the While these requirements limit 2 55 years from 2 59 years savings and loan Industry," Rep Dingell wrote
market eventually staying in the number of products available The largest GIC-holders The letter requests an SEC opimon on whether Barron's was cor-
GICs, one-third moving to syn- to plan sponsors, more issuers showed the largest rates of re- rect m its cnticism of Conseco's accounting practices and whether
thetic GICs and one-third to in- are introducing products that turn Plan sponsors with more its financial reports represent full and fair disclosure.
vestments like bond funds offer such guarantees, according than $250 million invested in Rep. Dmgell also asked the SEC generally what actions it is tak-

The survey found that respon- to the survey GICs reported an average 9 17% Ing to require balance sheet reporting of gross insurance habllities
dents using investment alterna- Another 41% of respondents rate of return in the first quarter, and "to separate the use and reporting of 'time and distance' finan-
tives ultimately want 45% of said their alternative GIC invest- while those with between $50 cial reinsurance from 'rlsk sharing' reinsurance"
their plans' assets invested in ments must provide insulation million and $250 million re- The letter also asks h6w accountmg rules can be changed to make
GIC alternatives Only 7% of from defaults, while 33% require ported earning an average 8 70%, insurance and remsurance fmancial reporting more complete
current GIC assets are invested their own separate investment those with between $10 million Similar letters were sent to the National Assn of Insurance Com-

in GIC alternatives account and 32% require some and $49 9 million earned an av- missioners, the Financial Accounting Standards Board, the Amen-
The survey also found that say over the investments backing erage 8 41%, and those with less can Institute of Certified Pubhe Accountants and the New York

• Eighty-one percent of re- the contracts than $10 million earned an aver- Stock Exchange

spondents cited "insulation from • Insurers and banks are the age 8 28% Rep Dingell also questioned the SEC about Conseco's accounting
general-account creditors" as most popular issuers of GIC al- practices last year after a Feb 11, 1991, story on the company
an appealidg feature of GIC al- ternatives 59% of respondents Comes of the Foster Higgins sur- appeared m Barron's
ternatives reported using insurance cpm- vey are available only to partlci- New information m the latest Barron's story and a public-share

Sep ara te-a ccount GICs, panies, 54% reported using banks pating employers For mformation offenng by CCP Insurance earher this year revived Rep Dingell's
backed by Treasury bills, high- and 20% reported using invest- on how to partic:pate mfuturesur- interest in the company, a subcommittee official said
grade corporate bonds and other ment management firms veys, contact Karen Foley m Foster The Conseco spokesman said company officials will contact the
investments, are theoretically • Nearly all responding plan Higglns' investment services con- SEC to respond to the agency's questions

protected from creditors should sponsors said the insurers issu- sult:ng group at 609-520-2280



Fiduciary duties In 1977, another revision of the to guaranteed benefits," the Update-
plan entitled Sperry to designate court said

Continued from page 2 employees eligible for additional In its decision, the 2nd Circuit
cision of the 3rd U S Circuit non-guaranteed benefits from did agree with the district court Flood suit seeks to tap insurersCourt of Appeals-Mack Boring these free funds These monthly that Hancock properly termin-
& Parts Corp vs Meeker Shar- benefits continued until 1982, ated non-guaranteed benefit Cont:nued from page 2
key Moffitt, Actuarlat Consul- when Hancock said it would no payments by giving 31 days no- Court July 30 after ltS undetermined business interruption claim
tants longer pay them Hancock also tice The case was returned to the was denied by River Forest Insurance Co.

Because of the differences of eliminated a "rollover" proce- district court to determine The suit is seeking class-action status on behalf of all policyhold-
opinion, many observers believe dure under which excess free whether Hancock had breached ers whose business interruption claims have been denied
that the Supreme Court could ul- funds were twice permitted to be ltS fiduciary duty and what, if The suit defines the class of defendants for which it seeks certiflca-

timately decide the issue John withdrawn from the pension ad- any, damages should be tion as "all property and casualty insurance companies domg busmess
Hancock, though, says it has not ministration fund by the desig- awarded m Illinois who issued business mcome coverage insurance pollcies
decided whether to appeal nated ennployees An attorney for Harris Trust- containing ISO pollcy language or language substantlally similar to

Under ERISA, insurers are not Harris Trust & Savings Bank Lawrence Kill of Anderson Kill plaintiff and plaintnff's class and who have not paid claims and/or
consid ered fiduciaries for of Chicago, the plan's trustee, in Olick & Oshinsky m New York- denied claims for busmess interruption and/or property damage "
"guaranteed benefit" policies 1983 sued Hancock, contending called the ruling a "very signifi- There are probably at least 50 Insurer defendants that could be certi-
written for pension plans These that the insurer used an artifi- cant victory for policyholders " hed as a class, the lawsuit says
policies, issued only by insurance cially low interest rate assump- It will sub]ect insurers to The Insurance Services Office Inc is named as a respondent in
companies, provide annuities to tion to calculate the habilities of ERISA's strict fiduciary stan- discovery to determine additional defendants and to mterpret pol-
pay retiree benefits They can be the fund One effect of this, the dards and provide policyholders icy language
written for either defined benefit with more "meaningful protec- One of the plambffs attorneys, Holstein, Mack & Klem of Chi-
or defined contribution plans, al- tion," said Mr Kill cago, filed a similar suit earher this year But that htigation was
though the former is more com- Adding insurers as plan fidu- dismissed June 30, shortly after the only plaintiff in the case settled
mon, said Maureen Phillips, a 'This is going to be a ciaries will not create problems pnthits msurer

John Hancock vp major setback for the because "you always have multi- Other sults have been filed against the city of Chicago and a con-
In its July 30 decision, the

insurance industry,'
ple fiduciaries," he said tractor whose bndge pillng work is blamed for the flood (BI, June 1)

three-iudge panel of the 2nd Cir- Another lawyer representing
cuit ruled that despite the excep- contends attorney plan sponsors on ERISA issues Lloyd's changes approved
tion for guaranteed benefit polt- Peter Kelly. also applauded the decision
cies, an insurer has a fiduciary Insurance companies have long LONDON-A restructured Lloyd's of London should be m place
responsibility if a portion of the been "fighting tooth and nail" by the begmmng of 1993, after receiving approval last week from
return on the assets invested against becoming fiduciaries, al- the Lloyd's Council
with the insurer is not guaran- suit charged, was a geometrically though ERISA's "clear message" The changes m Lloyd's governing structure will largely follow
teed One example when the rate increasing level of so-called free is that they have this responsi- the recommendations of the working party headed by Sir Jeremy
of return depends on the in- funds bility, charged Peter Kelly of Morse, which were published last month (BI, July 6)
surer's investment decisions In its suit, Harris sought to re- Murphy, Smith & Polk in Chi- The Morse report recommended a new tnpartite governing struc-

"To the extent that the insurer cover the non-guaranteed bene- cago ture of the Lloyd's Council, still headed by the chairman, but halved
engages in the discretionary fits withheld by Hancock, profits Under ERISA, fiduciaries are to 14 members, a newly formed Market Board, which would oversee
management of assets attribut- the insurer made using Sperry to manage funds "solely" for the Lloyd's busmess development, and a new Regulatory Board, which
able to that phase of the contract funds and other unspecified benefit of participants and for would oversee market conduct

which provides no guarantee of damages the "exclusive purpose" of pay- Lloyd's Councll last week suggested that the heads of the two new
benefit payments or fixed rates The 2nd Circuit said it "seems ing benefits This could create boards also should be made part of the councll, whereas the Morse
of return, it seems to us that the clear that, at least to the extent it "incredible conflicts of interest," report only recommended that they attend certain meetings
insurer should be subject to fidu- provides for benefits guaranteed said Mr Kelly "This is going to The smaller councll wlll be Installed over three years The market
ciary responsibility," the court by Hancock," the plan "is a be a major setback for the insur- and regulatory boards unll be m place on Jan 1, 1993
said guaranteed benefit policy and ance industry " Also on Jan 1, all members of the Lloyd's Council and the new

The decision-which some ob- Hancock does not act as a fiduci- Hancock's Ms Phillips com- boards will be required to disclose all their buslness mterests to mem-
servers say is ambiguous-par- ary in administering it " mented, "Basically, we think bers of Lloyd's Among other things, the information w111 Include their
tially overturns a district court The lower court had ruled that that the court is wrong to the ex- Interests m Lloyd's-related companies, as well as holdings of greater
decision Hancock was totally exempt as a tent that lt applied ERISA to any than 3% m any other company

The case centers on a defined fiduciary for the Sperry pension part of the contract " She added,
benefit plan sponsored by Sperry plan But the appellate court dis- however, the insurer is pleased OSHA seeks ergonomics inputCorp, now part of Unisys Corp agreed the court determined that Han-

In 1941, Sperry bought 1ndivid- "We think that the district tock complied with its contrac- WASHINGTON-The Occupational Safety and Health Adminis-
ual deferred annuities from Han- court erred in concluding that tual obligations tntion is accepting publte comments and information for possible
cock to guarantee pension bene- (the plan) in its entirety is co- Insurers complain that making health and safety standards on workplace ergonomics
fits vered by the guaranteed benefit them fiduciaries would disrupt In the Aug 3 Federal Register, OSHA requested information and

In 1968, the contract with policy exception," the 2nd Cir- the management and operations comments on eliminating or reduclng occupational exposure to er-
Hancock was converted into a cult said of the general accounts that issue gonomic hazards These could Include poorly designed computer
"retrospective immediate partic- "In the plain language of the general account contracts to workstations, repetitive motions or vibrations from machinery, and
ipant guarantee" contract, a pre- statute, a contract is a guaran- pension plans compression of the hand, wrist, arm, back, neck, shoulder or leg
cursor of today's guaranteed m- teed benefit policy only 'to the As fiduciaries, they would After suggestions are compiled, OSHA will hold pubhc hearings
vestment contracts The extent that' lt provides for bene- have to separate out a total of before drafting any standards Standards could apply to all 1ndus-
annuities were technically can- fits that an insurer guarantees about $560 billion in plan assets tnes generally or to Just specifte industries
celed and the assets supporting "Although Hancock provides that now is commingled in their The deadhne for submittlng suggestions is Feb 1, 1993
them put in a "pension adminis- guarantees with respect to one general accounts, said a spokes-
tration fund " portion of the benefits derived man for the American Council of Briefly notedPremiums paid under the con- from the contract, it does not do Life Insurance in Washington
tract became part of Hancock's so at all times with respect to all Sandy Koeppel, vp for Pruden- The Justice Department last week recommended that the U S Su-
general corporate funds The the benefits derived from the tial Asset Management Co in preme Court not hear an appeal of the massive insurance antitrust
agreement called for an adminis- other, or free funds, portion," the Newark, NJ, said he was litigation. Insurance Industry defendants are asking the high court to
tration fund to be maintained at appellate court said "The non- "somewhat surprised, but not to- overturn an appellate court rulmg that reinstated the case (BI, March
at least 105% of the "liabilities of guaranteed portion is dependent tally shocked" by the 2nd Cir- 30) The bnef is likely to be an important factor in the court's deci-
the (pension) fund " The admin- upon the insurer's investment cud ruling sion . UNUM Corp has completed its previously announced acqui-
istration fund is a contractual experience and therefore lS van- Insurers, he suggested, could sition of accident and health reinsurance underwnting manager Dun-
reserve for the possible purchase able with respect to the benefits do some "damage control" by canson & Holt Inc. for an undisclosed sum (BI, Apnl 13) ANA
of annuities to cover future ben- lt provides " giving plan sponsors incentives Insurance Group, a I,ouisiana Lloyd's plan, has filed a $185 milhon
efit payments guaranteed by Hancock has no fiduciary duty to seek contracts where insurers' civil nghts suit against California Insurance Commissioner John
Hancock Any funds above that to the pension plan itself, the 2nd responsibilities are more clearly Garamendi and members of his staff for ordermg surplus hnes bro-
105% threshold were considered Circuit said Its duty arises "only defined, like separate accounts kers to stop Issuing ANA pohcles, alleging ANA is in danger of msol-
"free funds," and are not part of when Hancock became involved rather than general accounts vency Mutual Risk Management Ltd. has acquired whole-
the guaranteed benefit agree- in the administration or manage- Prudential has already moved sale broker and captive manager Park International Ltd of Hamilton,
ment ment of plan assets not referable in this direction, he said Bermuda, m a deal worth $14 mmon Los Angeles Supenor Court

Judge Kurt Lewin gave final approval last week to the sale of Execu-

Official rehab plan for Mutual Benefit filed tive Life Insurance Co The ruling allows Callfornia regulators to
close the sale of ELIC's Junk bond portfoho to a consortium of French
Investors The department also can now begln transfernng ELIC ha-

TRENTON, N J -Rehabilitators to full or partial protection under account value would be reduced to bilities to a successor operating company Two Los Angeles attor-
of Mutual Benefit Life Insurance various state guaranty association 55% They also may make with- neys and two other individuals were arrested for allegedly running an
Co have filed an official plan of provisions drawals, subject to gradually de- insurance fraud ring that mvolved staging auto accidents and fihng
rehabilitation for court approval An industry consortium led by clmmg penalties as much as $10 million m fraudulent claims against msurers over a

Under the $800 nullion bailout the Prudential Insurance Co of The plan is contmgent on partie- two-year penod. Arkansas workers comp rates wlll Increase an
plan presented to the Chancery Di- America and Metropolitan Life In- ipation of at least 42 state guaranty average of 185%, effective July 1, 1992 Separately, the local AFL-
vision of the Superior Court of surance Co will guarantee 100% of associations, including those of CIO failed to obtain enough signatures to place a workers comp re-
New Jersey, at least 42 state guar- principal and 35% mterest over New Jersey, New York, California, form proposal on the November ballot Georgia Insurance Com-
anty funds over the next seven the first three years of the rehabih- Connecticut, Illinois and Michigan missioner Tim Ryles last week rejected a 33.% workers comp rate
years will guarantee full death, tation period to holders of guaran- Policyholders who live in states hike request by the National Council on Compensation Insurance on
disability and retirement benefits, teed investment and guaranteed that do not participate may have the grounds that insurers are not losing money in Geor-
full account values, and interest annuity contracts in any state in their account values reduced to no gia Moody's Investors Service Inc lowered Kemper Corp.'s se-
of at least 3 5% to more than which guaranty association cover- less than 88% nior debt rating to Baal from A2 and the Insurance financial
100,000 individual poheyholders, age does not apply Regulators seized Mutual Benefit strength ratings of Kemper's pnncipal subsidianes Moody's cited
holders of tax-deferred annuities Policyholders may opt out of the in July 1991 (BI, July 22, 1991) vulnerability in Kemper's mortgage loan and real estate portfoho
and other annuity holders entitled plan after court approval, but their -By Michael Schachner



 Hail' of a quarter for insurers Bl insurance Index

830

By MYRON M. PICOULT which we view as a positive underwriting cycle is an exercise in futi- 810

Our sense is that the bulk of the re- lity Nonetheless, we believe we are going
Special to Business Insurance ported catastrophe losses will again be through the bottoming-out process 790

1\/OST INSURERS HAVE reported eaten by the primary companies that have It remains to be seen if catastrophe
1Vltheir second-quarter earnings, al- raised their retention levels over the past losses for specific insurers will prod them 770
though we do not yet have complete few years into using the remainder of 1992 to "clean
backup data Some of the losses will flow over to the up their acts" in terms of addressing vari- 750

Two things are fairly obvious On bal- London market, which lS already awash ln ous balance sheet discrepancies Although
ance, reported operat:ing earnings were a problems Reinsurers will also pick up no one wants to be the first to hang their 730
little better than expected, and it was one some share of the losses, but again, the dirty linen out on the line, the laundry
"hail" of a quarter bulk of the damage will likely fall on the basket is starting to overflow

0

For the three months ended June 30, ca- primary insurers Our investment posture remains un-
690

tastrophe losses as reported by the Prop- It will be interesting to see how many changed in that we remain positive on a
erty Claim Services division of the Ameri- primary insurers will blow through parts handful of insurers whose common char-
can Insurance Services Group rose 122 7% of their reinsurance covers, as was the acteristics include a strong balance sheet
to $3 04 billion from $136 billion in the case with SAFECO Corp on losses in- and underwriting expertise Relative valu- Base 5100 on Dec 29,1978

comparable period a year ago For the six curred from the 1991 Oakland, Calif , ations remain quite attractive and, for the Source Nordby International inc

months ended June 30, total catastrophe fires This could spur some return to pur- most part, the stocks have underper-
losses rose 75% to $362 billion from $2 07 formed the popular stock market aver- Insurance Industry stocks leveled off last week,

as the Business /nsurance Index dropped 0.5
billion in first-half 1991 (BI, July 27) ages points to 828 4 on Aug. 7 from 828.9 on July 31.
Both the second-quarter and six-month Quality is really going to count this time

Although no one wants to be Advancing issues were led by Frontier Insur-
figures were records around The risks are lower and longer- ance Group, up 128%, Poe & Associates, up

Viewed another way, the 1992 six- the first to hang their term growth iS much better The stock 8.0%, and HMO America Inc., up 7.4% Declin-
month figure lS about 88% of total 1991 price capital gains potential should be Ing Issues followed Safeguard Health Enter-dirty linen out on the line,
catastrophe losses of $4.18 billion That better in the first one or two years of the prises, down 18.4%, US Facilities Corp., down
was the second-worst year on record, ex- the laundry basket is upward movement in the pricing cycle 178%, and USF&G Corp., down 9.9%. The most
ceeded only by the $728 billion drubbing And corporate orientation is much morestarting to overflow.

active issue was U S. Healthcare, 4.4 million

in 1989
consistent shares traded The B/ Index was down 01%, the

Mother Nature continues to wreak The underwriting spreads between the NYSE Composite was down 1.0%, the Standard

havoc Through the first two weeks of stronger insurance companies and the & Poor's 500 was down 13%, and the Dow

July, the AISG has reported additional ca- chasing more reinsurance weaker insurers have widened as the down Jones 30 Industrials fell 1 8%.

tastrophe losses of $220 million This al- We expected few positive second-quar- leg of this underwriting cycle has dragged r
ready buries the July 1991 figure of $75 ter earnings surprises As previously on Our guess is that the situation will British Issues

million and makes one devil of a dent in noted, we were wrong' continue to erode
1 Week

the 1991 third-quarter figure of $695 mil- Many results have been somewhat better Exacerbating the situation are the hid- , 1 Aug 6 Price P/E Div Yield High--Low

lion than expected as insurers fiddle with re- den costs of consolidation and personnel Companies pence pence % pence pence

Put another way, the six-month total serve additions Commutations also ap- dislocations being experienced by some Commt Union 435 N/M 31 5 72 44G-435

and the July figures to date approximate pear to be gaining momentum as a means insurers We continue to believe that all Gent Accident 385 N/M 357 93 371-385
93% of last year's catastrophe losses of producing some cash and instant prof- insurers will not be created equal this time Gdn Royal Exch 116 N/M 100 86 126-116

Catastrophe losses are basically prop- its around Royal 184 NM 150 82 193-184

Sun Alliance 258 N/M 190 74 260-257

erty losses that are paid out fairly quickly Notwithstanding some of the shenani-
While some claims disputes arise from gans, some observers are correctly reduc-

Brokers

Bradistock 119 134 63 53 120-119

time to time, they are normally soon re- Ing their earnings estimates Once again, Myron M Picoult m
CE Heath 317 183 345 109 319-317

soAste have noted in the past, the indus- it evulde theeegtoe sport'eti fhaterwetare
managing director and Hogg Group 134 81 109 81 135-133
senzor insurance analyst JIB Group 127 94 100 79 130--127

try's cash flows in general are under closer rather than further from a market with Oppenheimer & Co Uoyd Thompson 187 185 60 32 185-184

pressure because of the impact of federal turn
m New York He ts the Lowndes Lmb,1 270 105 168 62 271-270

tax payments, the poor underwriting The 62-cent question is obviously past president of the Assn PWS HokNngs 36 40 53 147 39-86

trends and a very sloppy pricing environ- whether these first-half catastrophe losses of Insurance & Ftnancial
Sedgwick Grp 169 132 160 95 170-168
Steel Bill Jones 204 101 177 87 205-204

ment, primarily in the standard commer- will trigger the long-awaited turn in the Analysts and a member Of Willis Corroon 207 131 176 85 218-207

cial lines sphere Hence, an increase in ca- insurance industry's underwriting. (pric- the New York Socety of --

Source Ph,lip Olsen, Insurance Industry**st, Lqndon

tastrophe losses exacerbates the situation, ing) cycle Trying to pick the turn in the Security Analysts

88 Industry Stock Report
AUGUST 3, 1992 THROUGH AUGUST 7, 1992

Weekly Year to Date Annual Mkt/Bk Weekly Year to Date Annual MkVBk ,

Pnce % change % change High Low Vol (000) $ Div 96 Yield PIE Book value value Pnce % change % change High Low Vol (000) $ Div 96 Yteld PIE Book value value

i' BROKERS
Markel Corp OTC 26.50 291 20.45 28.25 17.50 28 0.00 0.00 7 15.59 170

Mutual Risk Mgmt Ltd NYS 30.13 3.88 14.23 37.75 21.13 197 024 080 20

 I Alexander& Alexander NYS 24.38 051 1890 2488 1800 344 1.00 4.10 102 13.10 1 86 NAC Re Corp OTC 28.88 0.43 8.33 33.00 21.75 42 0.16 0.55 13 18 90 153

Gallagher Anhur J & Co NYS 24.75 2.06 10.61 2550 19.00 47 064 259 18 588 421 National Re Holdings Corp NYS 20.88 6.37 N/A 2363 1700 80 012 057 11 N/A N/A

1 Frank 8 Hall NYS 3.00 435 2941 550 2.63 366 000 000 3 1 95 1 54 Navigators Group OTC 33.50 3.60 18.29 48.25 29.50 11 0.00 000 19 1352 2.48

| Hilt) Rogal & Ham,Iton NYS 1388 278 472 1550 11.00 109 0.40 288 22 3.56 3.90
Nobel Insurance LTD OTC 5.00 2.44 2500 6.00 3.50 114 0.00 0.00 3 7.76 0.64

Marsh & McLennan NYS 77.88 000 4.30 83.75 70 00 576 268 344 18 28.00 2 78 NWNL Companies NYS 42.13 2.74 3534 43.75 20.25 98 148 351 12 62.65 0.67

Poe & Associates OTC 1350 8.00 1250 1600 1100 0 040 296 17 2.82 479 Ohio Casualty Corp OTC 6100 188 2323 61.25 43.50 184 268 439 10 18.00 3.39

BROKERS AVERAGE 28 22 23 25 Old Republic Intl NYS 21.25 116 19.72 2250 1500 255 0.40 188 8 3309 0.64

1
Orlon Capital Corp NYS 37.88 3.77 19.76 38.13 27 25 94 0 92 2.43 6 4350 0.87

CONGLOMERATES & HOLDING COMPANIES Phoenix RE Corp OTC 11.88 104 13.10 1225 850 10 020 168 29 1330 0.89

Berkley W R Cup OTC 35.00 0.36 14.75 36.25 2350 160 0 36 103 12 36.95 0 95 Provident ble OTC 27.50 5.77 1828 27.50 18.00 192 100 364 12 3950 0.70

Re Capital Corp ASE 1288 096 1043 1750 1250 15 0.24 186 16 16.07 0.80

Berkshire Hathaway Inc NYS 9850.00

341 8 84 9850 00 254 69 0 000 000 31 7270.00 1 35 Reliance Group Holdings NYS 4.88 2.50 18.18 5.88 350 283 032 656 3 6.40 0.76

ITT (Hartford Group) NYS 67.75 0.18 1732 70.63 5000 1297 184 2.72 13 11205 060 ALI Insurance Com NYS 2075 -060 25.76 2125 1325 21 048 2 31 9 1441 144

Sears (Allstate) NYS 40.25 063 6.27 48.00 32.50 3393 200 497 11 3,4.50 1.17 St Paul Companies NYS 74.63 2.93 2.40 80.75 57.13 250 272 364 7 86.60 0.86

CONGLOMERATES AVERAGE 09 118 22 17 SAFECO Co¢p OTC 52.13 1.42 6.92 53 38 35.50 1344 1.64 315 13 51.65 101

SCOR U S Com NYS 1650 0.76 7.32 1888 13.13 28 0.28 170 9 1119 147

INSURERS/REINSURERS Se,bels Bruce Group OTC 6.00 0.00 9.09 8.75 4.00 95 036 600 3 10.60 0.57

AEGON N V NYS 37.00 034 5.71 37.75 27 38 33 1.14 308 7 Selective Ins Group OTC 2200 435 31 34 23.50 1500 162 112 5.09 9 30.75 0.72
N/A N/A

Aetna Life & Casualty NYS 42.75 1 44 2.84 47.00 31.88 690 2.76 6.46 13 8760 04g Statesman Group Inc OTC 7.25 4.92 2609 8.13 413 421 0.00 0.00 4 248 292

Tok,0 Marine & Fire OTC 39.75 0.93 2282 55.25 3225 6 0.00 000 70.93 0.56

Allied Group Inc OTC 25.63 5.67 5074 26.25 1625 81 064 250 8 1985 129

American General NYS 4938 0.77 1096 5025 38.13 747 2 08 4 21 11 60.00 0 82 Torchmark Corp NYS 72.75 122 25.70 72.75 47.75 344 160 220 14 40.95 178

Transamerica NYS 4450 3.00 11.60 46 75 32.75 357 200 449 23 55.00 081

American Heritage Lde Ins NYS 30.88 0.80 082 3225 2081 1 084 2.72 15 N/A N/A

Transallantic Holdings NYS 37.88 341 2.57 3963 2900 58 024 063 11 1838 2.06

Arnerican Indemnity/F,n t OTC 5.75 222 21 05 9.25 450 1 0.08 139 8 1293 0.44

American International NYS 95.63 -0.39 2.80 99.38 78.63 1005 056 059 13
Travelers Corp NYS 2225 111 2.89 23.75 1725 1210 160 719 8 59.00 0.38

9930 096

Trenw,ck Group Inc OTC 2925 000 2.63 3075 2300 53 0.72 246 10 2171 135

Aon Corp NYS 45.50 2.15 1483 49.75 34.75 453 1.68 369 12 39.70 115

Argonaut Group OTC 2975 531 25.26 3025 21.75 47 084 2.82 8 20.96 United Fire & Casualty OTC 39.75 364 32.50 41.34 2800 2 100 2.52 11 35.39 112
142

Unitnn OTC 36.75 3.52 2.80 3850 31 00 580 120 327 13 37.23 0.99

AVEMCO Corp NYS 25.13 147 0.50 28.00 21 25 14 0 40 1 59 24 9.55 2.63

UNUM Corp NYS 44.88 113 10.80 45 00 28 81 443 0.64 143 13 37.70 119

Baldwin & Lyons Inc OTC 31.50 161 2233 31.88 22.75 3 0.28 0.89 8 24.29 130

Chandler Insurance OTC 4.75 9.52 46.15 763 2.13 24 0.00 0.00 43 5 95 0 80 US Facilities Corp OTC 9 25 17.78 37.82 19.00 8.63 766 000 0.00 6 958 0.97

USF&G Corp NYS 1250 991 7241 1500 563 1784 0.20 160 14 1230 102

Chubb Corp NYS 77.88 -0.16 114 78.00 60.75 945 1.60 2.05 12 72.95 107

USLICO Corp NYS 17 75 1.39 405 2038 1700 14 100 563 19 33.15 054

CIGNA Corp NYS 54.50 0.46 1084 61.75 41 25 409 3.04 5.58 11 11715 047

CNA Fmancial Corp NYS

NYS

92.38 123 5.74 104.50 76.25 77 0.00 0 00 9 7023 1 32 USLIFE Corp NYS 50.75 0.98 601 52 50 38.50 131 172 3.39 10 84.55 060

Continental Corp 3413 263 23.53 34.13 2325 495 2 60 7 62 29 4000 085 Washington National NYS 22.13 3.28 39 37 2313 1350 132 108 4.88 55 3350 066

EXEL Ltd NYS
Zenith National Ins NYS 18.13 2.03 741 1950 1375 59 1 00 5.52 8 13.14 138

35.25 5.69 6.00 40.25 27 38 952 092 261 8 N/A N/A

Fund American Corp NYS
INSURERS/REINSURERS AVERAGE -00 109 31 117

6850 000 1 97 70.50 62.50 67 0 68 0 99 18 36.11 1.90

Fremont General Corp OTC 23.75 2.70 256 26.00 1700 110 100 421 6 4555 0.52 HEALTH MAINTENANCE ORGANIZATIONS
Frontier Insurance Group NYS 39.75 12.77 47.22 39.75 1991 164 056 141 15 26.65 149

Gainsco Inc ASE 2013 523 43.75 20.13 1025 149 0.04 0.20 20 337 5.97 FHP International OTC 1850 1 37 29.82 21.75 9.88 615 0.00 0.00 16 1550 119

General RE Corp NYS 9063 3.57 1104 104 75 7750 1411 180 199 12 78.65 1.15 HMO America Inc OTC 1638 7.38 2.24 24.88 9.63 834 0.00 0 00 17 061 26.84

Guaranty Nat,orlai Corp NYS 17.75 3.65 2241 1825 1263 174 0.48 2.70 12 N/A N/A Pad,care Health Sys OTC 3338 599 1551 3600 10.75 421 0.00 0.00 20 2825 118

Hanoverlnsurance Co OTC 3925 064 9.79 42 75 27.75 127 0.44 112 9 37.44 1 05 Safeguard Health Enter OTC 7 75 18.42 1733 14.75 5.63 115 0.00 0.00 10 3.53 2.20

Harleysville Group OTC 22.75 111 7.06 23.25 1675 188 064 281 9 22.99 0.99 Sierra Health Serv,ces ASE 2575 404 39.19 2750 1238 139 0.00 0.00 12 178 1447

Hartford Steam Boiler NYS 57.38 246 0.22 58.75 45.13 71 200 349 17 3550 1.62 United Healthcare Corp NYS 87.88 4.48 1795 94.63 40 25 976 0 03 0 03 34 4360 2.02

Kemper Corp NYS 25.88 0.00 32.13 46.13 23 25 1388 092 356 7 5000 0.52 United Medical Corp ASE 7.50 169 714 8.75 5.88 2 020 267 42 8.79 085

Lawrence Insurance Group ASE 10.00 6 67 1011 11.13 7.00 9 048 480 23 471 2.12 U S Healthcare OTC 57 75 0.87 39.16 58.13 21.25 4449 056 097 24 2055 2 81

Liberty Corp NYS 31 25 310 4124 32.88 1988 109 048 1.54 14 29.35 106 HMOs AVERAGE 17 123 05 22

Lincoln National NYS 63.13 2.32 1530 6600 4550 501 2.92 4 63 11 81 00 0.78 ALL COMPANIES AVERAGE 05 93 26 14
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not to do battle but to defend.

Protecting business and home, property and possessions.
A worldwide symbol of an Organization with a rich history

as legacy And a bright future as promise.
Strong. Stable. Steadfast.
Royal Insurance. Your shield against the unexpected.

x Royal Insurance

YOUR SHIELD AGAINST

THE UNEXPECTED.
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