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Judge issues
written rulings
in Shell litigation

By STACY ADLER

SAN BRUNO, Calif -Shell Oil Co says small changes in the
written rulings issued last month in its $1 billion coverage battle
WIth ItS liability insurers could make It easier for It to prove its

However, attorneys representing Shell's insurers say Shell has no
more of a chance of obtaining coverage for cleanup at two hazard-
ous waste sites than it did before the written rulings were issued

The insurer attorneys believe they will be able to prove in the
second phase of the trial, scheduled to begin next month, that
Shell knew It was polluting the environment and therefore IS nOt
entitled to any coverage

The tentative written rulings, issued July 13 by San Mateo County
Superior Court Judge William Lanam, largely reaffirm oral rul-
ings he has made since late April in the first phase of Shell's mas-
sive coverage litigation (Bl, May 30; May 2)

The first phase of the coverage trial was dedicated to interpreting
Shell's insurance policies The trial's second phase will determine,
among other things, whether Shell knowingly polluted the sites

"Under the decision, as written, there IS the ability for Shell to
get full recovery from its insurers," said Shell attorney Lawrence
Silverman of Cahill, Gordon & Reindel in New York

Allen Lackey, Shell's general counsel, added "It is hard to find a
ruling (insurers have) won in this case "

But attorneys for insurers disagree

"Shell is now in the impossible position of having to prove actual
and discernible damage during every policy year during the period

Continued on page 45

- bor,"” said Tom Butterworth, a consultant in the
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Insurers to spend $43 million
in California initiative campaign

SACRAMENTO, Calif.-Insurers will
spend an unprecedented $43 million to
promote a no-fault auto insurance inl-
tiative and to fight three other compet-

ing measures slated for the Nov. 8 gen-
eral election ballot

AUGUST 1,1988

The budget, more than triple that of
any previous initiative campaign in
state history, includes $16.3 million that
has already been raised said George W
Tye, executive manager of the Assn. of
California Insurance Companies, the

Contznued on nezt page

Section 89 changes
too weak: Experts

By JERRY GEISEL
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Rowayton, Conn, office of Hewitt Associates
I'm puzzled by what the congressional staff thinks
WASHINGTON-Tax legislation passed last week they are accomplishing Bith the 'safe harbor' since K
by a Senate panel further eases the administrative really doesn't provide anb help " added Henry Saveth,
burdens of Section 89 non-discrimination tests for a managing consultant with A Foster Higgins & Co
welfare plans, but falls short of the broad relief em- Inc in New York
ployers sought The Finance Committee bill, though, does pick up
The Section 89 changes included in a technical cor- the same modified COBRA pemalty provisions as the
rections bill, S 2238, cleared by the Senate Finance Ways and Means measure, signifying a congressional
Committee will ease some compliance problems for consensus on the need for more reasonable and ratio-
certain employers with multiple, but similarly valued, nal penalties for volations of the health care con-
health care plans, as well as for companies offering tinuation provisions of the Consolidated Omnibus
separate health care plans to employees in different Budget Reconciliation Act of 1985
geographic locations However, several provisions in the Ways and Means
The Finance Committee bill also picks up most Sec- Committee bill-including retroactively extending the
tion 89 changes, including once-a-year non-discrimi- tax-favored status of educational assistance benefits,
nation testing, that are part of a technical corrections imposing higher taxes on older employees covered by
bill, H R 4833, passed by the House Ways and Means group term life insurance plans and providing lim-
Committee last month (BI, July 18, July 4) 11 ed tax relief for some sel 5-funded workers compensa-
But the legislatior, to the anger of benefit experts, tion pools in Michigan-are not in the Finance Com-
fails to Include any meaningful "safe harbors" that mittee bill (Bl, July 25)
would exempt employers that give employees a choice Some or all of those provisions could be added to the
between different health care plans from the horrer - measure when It IS debated on the Senate floor Fur-
dous administrative nightmare of compiling data ther amendments are not expected to be added to the
So few employers will be able to use the one sale Ways and Means bill
harbor included in the Finance Committee bill that Both the Finance and Ways and Means Committee
benefit experts say the provision shouldn't even be bills are principally designed to clean up drafting
called a safe harbor errors in the Tax Reform Act of 1986
"It is a misnomer to call the provision a safe hai- A coalition of more than 200 employers and insurers,
Conttnued on page 46

Coping with asbestos claims
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New claims facility develops f

modifications to Wellington f_

It IS clear it Will s

By STACY ADLER

facility are still clouded,

42,7

have an improved governing system, a more .

PRINCETON, N J -Asbestos producers flexible method of allocating liability among

and insurers are working "nights and week- member producers and a more unified
ends" to create a new, smaller organization claims-handling philosophy, Mr Fitzpatrick
to replace the soon-to-perish Asbestos said
Claims Facility, the architects of the new fa- In short, the producers and insurers push-
cility say ing ahead with the new facility are learning
During normal working hours, the facility from their mistakes by creating a new more
continues to handle claims for its remaining flexible facility, Mr Fitzpatrick and others
members In fact, the first half of 1988 say
marked the first time in the facility's three- "The changes we are making will enable
vear history that the number of claims set- the new organization to survive," Mr Fitz-
tled equaled the number of new claims filed, patrick said
(see story, page 41) "Producers and insurers have very similar
However, at night and during most week- goals," said Scott Gilbert, an attorney with
ends, insurers and producers are meeting Covington & Burling in Washington, DC,
with Lawrence Fitzpatrick, the original fa- who represents asbestos producers known as
ellity's acting chief executive officer, and the "Group of 30 " "There is no question
his staff to hammer out guidelines for a new that there IS overwhelming support for the
facility new facility "

Miles of files

54,

Photo John Leyba
house 19,000 boxes and 1,200 rolls of micro-
film containing more than 16 million docu-
ments. The facilities are open daily to in-
A new, 10,000-square-foot warehouse will terested parties who need access to asbestos

A blueprint for the new claims handling Currently, 29 of the 37 asbestos producers house the expanding number of asbestos-re- documents. Manville's asbestos bodily injury
organization is expected to be completed that belong to the Asbestos Claims Facility lated documents for Denver-based Manville liability costs could total $2.5 billion, funded

later this month

Although many details of the new claims

are interested in joining the new facility, Corp. The new warehouse and an, original through the Manville Personal Injury Settle-
Cont:nued on page 41 15,000-square-foot facility, which is full, will ment Trust created in Manville's bankruptcy.

ESC award winners... Page 3



Update

Initiative spending soars

Cont:nued from previous page
pilmaly sponsor of the no-fault auto Initiative

Total spending on all of the initiatives-mduding those sponsored by
tnal lawyers and a consumer group--could exceed $75 million

The ballot will include four mitiatives dealing mostly with auto
Insurance rates and one on lawyer contingency fees

INnsurer selects care facilities

NEWARK, N J -The Prudential Insurance Co of Amenca is the first
insurer to channel heart, ladney and hver transplant patients to selected
hospitals it beheves provide better, more cost-efficient care

Under its "Institutes of Quality” program, physicians treating Pru-
dential's 20 milhon pollcyholders w111 direct them to 24 hospitals na-
tionwKie that provide Prudential with substantial discounts for both
expensive organ transplants and certain kidney stone treatments Pru-
dential wlll pay all normal benehts plus any travel and related expenses
of the patient and one family member

Prudential poheyholders who choose to use non-recommended hospi-
tals will continue to receive normal benefits

Prudential plans to expand the list of qualihed hospitals to in-
clude those specializing in coronary artery bypass grafts, allogenic
bone marrow transplants and trauma burn treatments

Carbide allowed to settle claims

DANBURY, Conn -Neither the Indian government nor Indian courts
can stop individual citizens from settling their claims with Union Car-
bide Corp m connection with the December 1984 Bhopal poison gas
disaster, a Connecticut Supenor Court Judge has ruled

A Connecticut court is not required to recognize an act passed by
the Indian government that gave the government the exclusive right to
represent Indian citizens m settimg claims stemming from the disaster,
Judge Burton Jacobson said last week

At the Indian government's request, a Bhopal court had Issued a
temporary restraining order forbidding Umon Carbide from reaching
mdividual settlements A hearing on whether to make the Injunction
permanent is scheduled for Aug 24

"We'll be exploring the possibilities" of pursulng individual set-
tlements with claimants in the meantime, a Union Carbid8 spokes-
man said, adding that the Connecticut decision sets the stage for a
jurisdictional confrontation between U S and Indian courts

An Indian government spokesman would not comment

NYIE syndicate rehabilitation

NEW YORK-A New York State Supreme Court iudge has ap-
proved a rehabihtation plan for Burt Syndicate Inc, one of the shut-
tered New York Insurance Exchange's largest msolvencies

The plan-under which about 150 ceding company pollcyholders
and 75 to 100 retrocessionaires of the syndicate have agreed to commute
their contracts-calls for payment of roughly $24 milhon to settle
known outstanding losses of $40 milhon

This represents a recovery of about 60 cents on the dollar to Burt
Syndicate policyholders, not including incurred-but-not-reported
losses If the IBNR factor used in a 1987 actuarial report is in-
cluded, the recoveries equal about 24 cents on the dollar, according
to W Lockwood Burt, president of Burt Management Inc

Ce<ling compames representmg 96% of the syndicate's known losses
have agreed to the rehabilitation plan The syndicate has arranged a
remsurance contract with Bermuda-based Forum Reinsurance Co to
cover the remaining 4%, Mr Burt said

Separately, a New York Judge July 20 ordered Candon Syndicate
N V, another Insolvent exchange member, to show cause why it should
not be hquidated Burt Management and Candon officials are working
on a similar commutation plan for Candon

Panel OKs child care bill

WASHINGTON-The Senate Labor and Human Resources Com-
mittee last week approved a new version of a bill to subsidize child
care for families with income below the median income level in
each state that receives the funds

Under the bill, S 1885, states must spend 75% of the new federal

funds they would receive to directly subsidize child care, beginning
with low-income famihes The remainder could be used for administra-

tion The amount of the funds would be calculated based on the number
of children in the state under 5, the number of children receiving re-
duced-pnced lunches and the per-capita income of the state

A similar proposal, H R 3660, was approved by a House subcommit-
tee earher this summer However, the Senate committee proposal is
expected to be revised before going to the Senate floor

Meanwhile, a proposal unveiled by Vice President George Bush
would grant low-mcome familles a tax credit of up to $1,000 per child
for child-care costs In addition, it would establish a federal relnsurance
fund for day-care hability insurance

Continued on page 45

Errors and omissions

« Two column headings in a chart in the July 25 issue depicting
the reinsurance recoverables of leading property/casualty insurers
were incorrectly labeled The correct chart appears on page 47

- IRMC Inc is the correct name of Frank Eblen's firm, not its
former name of International Risk Management Consultants as
stated m a July 11 story on the loss of the Piper Alpha oil platform
In the same article, a typographical error mislabeled the safety ves-
sels referred to by IRMC President Mr Eblen The vessels are
"capsule" boats

* Due to a production error, the photograph of Big Ben and
Westminster Bridge in the July 25 issue was printed backwards

Captive's insolvency
may total $62 million

By ROGER SCOTTON

leans Reinsurers Inc, seeking recision of the three
contracts and damages
HAMILTON, Bermuda-Universal Marine Insurance The settlement of the suit was conditioned on Uni-
Co Ltd, the captive of the now-defunct New Orleans- versal Marine remaining solvent
based Ingram Corp , could be insolvent by as much as David S Weed, Cherokee's rehabilitator, confirmed
$70 million with little hope of recover-ies by creditors, that the settlement agreement has been voided by Uni-
according to a recent report to creditors

However, based on additional Information obtained

versal Marine's liquidation
Cherokee will file a $32 million claim with the Ber-
by Bus:ness Insurance and not included in the report, muda insurer's liquidator this week, Mr Weed said
the insolvency can be expected to total about $62 mil- The claim does not Include $1 7 million that Chero-
lion, assuming other information in the report 15 cor- kee already received under the settlement before Unt-
rect versal Marine was ordered liquidated, according to Mr
Universal Marine was ordered into liquidation by Weed, who added that the $32 million represents
the Bermuda Supreme Court on April 11 after the amounts that Cherokee still owes to roughly 110 ced-
reinsurer failed to pay claims to two Lloyd's of London ing insurers
agencies (BI, April 18) Mr Weed says he doesn't expect Cherokee to recover
A preliminary report to creditors by Bermuda's Offi- anything close to the full $32 million claim
cial Receiver Verbena Daniels cites a potential liability Cherokee, which entered voluntary rehabilitation in
of $40 million to Cherokee Insurance Co , now in re- July 1984, probably will not face liquidation even if it
ceivership in Kentucky is unable to recover a large portion of ItS $32 million
Universal Marine's liability to Cherokee under three claim, he said
reinsurance contracts has been estimated at $40 mil- Cherokee, a unit of Toledo, Ohio-based Dana Corp,
lion, according to the report However, under an out- probably has enough money to cover claims by ItS di-
of-court settlement between the two insurers reached rect insurance policyholders and will try to negotiate
in April 1986, Universal Marine assigned to Cherokee commutations with ItS ceding insurer clients, Mr
42% of all reinsurance collections on Cherokee-related Weed said, explaining that liquidation will only be
business "in full satisfaction of all sums due" to necessary if commutations cannot be negotiated
Cherokee If Cherokee can claim $40 million, "it appears any
Universal Marine had sued Cherokee in December return to creditors will be minimal,” Ms Daniels said

1983, as well as Beacon Insurance Co and New Or- Continued on page 40

Lloyd's reinsurance costs
increase after platform loss

By CAROLYN ALDRED
and STACY SHAPIRO

For example, Lloyd s of London Underwriters Assn
Chairman Chris Rome says in a July 22 letter to
Lloyd's members' agents that he expects to have a net

LONDON-LIloyd's of London underwriters already loss of $1 5 miillion and a reinsurance reinstatement
are being hit with increased reinsurance costs because premium of another $1 5 million
of the July 6 explosion of the $790 million Piper Alpha Also, Octavian Underwriting Ltd, which expects a
oil platform in the North Sea net loss of 150,000 pounds ($261,000), said in a letter to

Underwriters must pay additional premiums to rein- members' agents that "the major cost to most syndi-
state their catastrophe reinsurance for the rest of this cates, including our own, will be that of reinstatement
year, unless they still have a free reinstaternent premiums and the loss of investment income whilst

Underwriters who have to renew their 1989 re- reinsurance recoveries are pursued "
insurance programs before the end of this year also In addition, 14 other Lloyd's underwriting agencies
will see their reinsurance rates skyrocket, sources have written to members' agencies to discuss their
agree losses from the Piper Alpha explosion, including their

Some underwriters, including Lloyd's and insurance net loss and reinsurance reinstatement premiums For
company underwriters, also are tallying the cost of re- example
insurance gaps on the Piper Alpha loss - Syndicate 16/17/18, managed by Stewart &

"The biggest problem for syndicates is not so much Hughman Ltd, faces an estimated gross loss of $8 5
the 1988 loss but the price they are going to pay million, an estimated net loss of $200,000 and an esti-
to renew their reinsurance program for 1989," said mated reinsurance reinstatement premium of
Hugh Kirkland, deputy group director of Ibading rein- $750,000
surance broker E W Payne Cos Ltd - Syndicate 367, managed by FLP Secretan &Co

Underwriters prepared last week for the first claims Ltd, could have a gross loss of as much as $34 million,
to start rolling in for the Piper Alpha platform from ItS a net loss of $ 1 25 million and a reinsurance reinstate-
four owners, following surveyor Bateman Chapman's ment premium of $2 million
report that the Piper Alpha most likely will be a total Also, Richard Hazell, underwriter for syndicate 190,
loss The only claim filed as of early last Friday was for managed by Three Quays Underwriting Management
$40,000 in damage to the platform's standby vessel, Ltd, confirmed to Business Insurance that he likely
said a Lloyd's claims manager will have a gross loss of between $40 million and $80

It's been nearly three weeks since the largest man- million and a net loss of between $6 million and
made loss-expected to total more than $1 billion- $10 million as a result of the Piper Alpha explosion
shook the London market Mr Hazell leads the London reinsurance protection

Underwriters may have to pay the same or more than for Bermuda-based captive Oil Insurance Ltd, an in-
the net loss on the rig to reinstate their catastrophe surer of Occidental Petroleum (Caledonia) Ltd, opera-
reinsurance programs A reinsurance reinstatement re- tor of the platformm and one of its owners
stores a syndicate's reinsurance limit on its excess-of- Other underwriters are trying to add up the cost to
loss reinsurance treaties after payment by the rein- their companies and syndicates from gaps in their

surers for a loss Continued on page 47
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Employee Benefits Communication Awards

Employers invest in professional programs

The 16th annual Business Insurance Employee Ben-
efits Communication Awards honor 26 employers and
14 consulting firms for excellence in communicating
employee benefit programs.

Forty-nine awards were presented in six categories
this year.

A record 229 entries were received in the six contest
categories: booklets, personalized correspondence,
audio-visual presentations, multimedia programs,
special projects and total benefits programs.

MULTIMEDIA PROGRAM

The
Benefits

Tookhest

1an
Owners

>lanuar

Randall's Food Markets Inc.

(TPF&C)

1st
2 nd
3rd

Litton Industries Inc.

(TPF&C)
The Equitable Life Assurance Society

of the United States

(Hewitt Associates)

BOOKLETS

War-4. . «
Sh

---' +3"-5VAS.-2

a1

L .MAAX

{»2

The Toronto-Dominion Bank. USA Division

(A. Foster Higgins & Co.)

1 st
2nd

Norfolk Shpulding . Drygock Corp.

HONORABLE MENTION

Southern New England Telephone Co.

VWR Corp.
(William M. Mercer-Meidinger-Hansen Inc )

' We are seeing more and more companies that are
realizing the investment in effective, professional
communication-pieces that were designed as opposed
to photocopied with the attitude of just having to get
the information into employees' hands," said Ronnie I.
Drachman, Business Insurance director of communi-
cations.

In addition, an increasing number of employee ben-
efits communication programs-including some
award-winning programs-were produced in-house,

PERSONALIZED CORRESPONDENCE

mmm *

1 Bank of Montreal

St (GBB Associates Ltd.)

2 n d McDonald's Corp.

(Hewitt Associates)

rd Bristol-Myers Go. ..~
(Tie)

(Benefacts Inc.)

— =

AUDIO.VISUAL PRESENTATION

1 st Canadian, YHlities bid:... consuns crour

: !n d borthern States Power Co.

rd (Kwashg uptor) ="

(Tie) ITT Corp.

(Hewitt Associates)

SPECIAL AWARD

Monsanto Co.

RSN

according to Ms. Drachman.

The entries were judged by a panel of 16 indepen-
dent judges who are experts in effective communica-
tion.

The entries were scored on how well they fulfilled
five basic criteria: the programs' objectives, strategy,
contents, presentation and effectiveness.

Articles describing the winning benefits communi-
cation efforts begin on page 4. An article on the judg-
ing process and the judges appears on page 31.

SPECIAL PROJECTS

it Al Together-gether

Putting tin

puttingitAUTogether

Ralston Purina Co., Eveready Division
(Hewitt Associates)

BankAmerica Corp.

2nd
3.d

(Tie)

The Pillsbury Co.
(Hewitt Associates)

Sovran Financial Corp.
(CLS Communications and The Wyatt Co.)

TOTAL BENEFITS PROGRAM

Reader's Digest Assn.
(A. Foster Higgins & Co. Inc.)

1 st
2nd

(Tie)

Salomon Inc.
(Hewitt Associates)

United Gas Pipe Une Co.
(Hewitt Associates)

Rhode Island Hospital Trust
(The Wyatt Co.)

3*

HONORABLE MENTION
Barnett Banks Inc.

(Robin Shepherd Studios)

SPECIAL AWARD
Commonwealth of Massacbusetts
Group Insurance Division
(John Hancock Benefit Con-nunications Services)

Page design: Amy Palmer
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Personalized statements pay dividends
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EMPLOYEE BENEFITS BULLETIN:

By MARK A. HOFMAAN ment employees, in particular, Mr Pavey said the program was
seemed unmoved by the old com- designed to accomplish several
MONTREAL-A desire to re c n- munication effort, he said goals, chief of which was "to renew
dile -A orkers’ interest in their bene- In fact, the only feedback the a sense of interest in the benefits "
fits made the Bank of Montreal de- bank received from employees was The bank also sought to
cide that it was time b get complaints that data dic not seem - Provide easy-to-understand
pe-sonal with its employees right or that they did not under- and easy-to-read benefits 1nforma-
The bank, Canada's thiri-lar- stand what the statement was at- tion
gest, had issued annual benefi-s tempting to say Mr Pavey said - Make all employees, regard-
skt.tments for decades, but t use "We definitely wanted some- less of job description or length of

nports were impersonal, said :ch-1 thing more dynamic ttan in the service, more aware of recent bene-
Favey, the Toronto-based manager past,"” he said "We wanted, in es- fit modifications, such as changes

of berefits planning for the tank sence, for the statement -O commu- in the pension program and the es-
Tie old statements consisted c f nicate with employees on a more tablishment of an employee assis-

Treonnted documents, wih :he personalized basis " tance program

cl:11 .eatures distinguishirg one The personal touch characteriz- - Provide more information on

from another being the emp oyee s ing the 16-page, laser-printed a timely basis so employees could

rame and the amount of cojerage pamphlets earned the Bank of change coverages as their circum-

Iroaded under each general head- Montreal first place in the person- stances changed

ing such as health insurance cr alized correspondence category of - Give new employees a positive

p€nsion benefits the 1988 Bus:ness Insurance Em- first impression by showing tnat
rhat approach left employeis ployee Benefits Communication the bank's benefits compare favor-

. ccld Mr Pavey said Non-manage- Awards ably with those offered by other

institutions

+ Give employees approaching
retirement a better idea of how all

COST-SAVING LTD SERVICES FROM CNA of their assets-including Cana-

How tio

dian federal and Quebec provincial
pension plans-add up

= Comply fully with each prov-
ince's pension disclosure regula-
tions

* Project the bank as a caring
employer that shows its concern
for employees by providing them
with comprehensive benefits

Mr Pavey said the bank and
GBB Associates Ltd , a Toronto

benefits consulting firm affiliated
with New York-based Buck Con-
sultants Inc , began working on the

disabiliti

project in May 1987

Employees in the bank s 1200
locations began receiving the
statements through the bank's in-
ternal mall system in February

The approximately 25,000 per-
sonalized employee benefit state-
ments cost roughly $150,000 Cana-
dian ($124,500) to produce, Mr

The sooner your disabled employees can return puter-assisted drafting. And when he graduates, Pavey estimated Each pamphlet,

to work, the happier everyone will be. The costs we'll even help him find ajob in his new careen
of unfinished work, temporary workers, hiring
and training replacements and group health
and LID coverage are all reduced. So is the

emotional trauma for the employee.

Thafs why a monthly LTD benefit check was respond to both problems.

which measures approximately

8K-by-6M inches, features a four-
H "
At the CNA Insurance Companies, we're color photograph of the bank's

aware of the personal suffering, as well as the Victoria, British Columbia, branch
financial burden, a prolonged disablement can on its cover

cause. And we provide services that help you After an inside-cover message
explaining the statement's purpose

from William D Mullholland, the

only the startofCNA's service to ayoung aircraft Our solutions go beyond what you might bank's chairman and chief execu-
mechanic confined to a wheelchair after a expect from an insurance company and they tive officer, the pamphlet breaks
serious fall. Through our LTD rehabilitation work for everyone's benefit, including yours. into nine sections health plans,
program, healso received freetraining in com- Call Peter Green at 312-822-6602. dental plan, disability plans, sur-

*204. 1/

£5*\\

vivor benefit plans, accident in-
surance plans, pension plans, other
benefits, banking services and
loans and a financial planning
check list

A distinctive graphic design-
such as a stylized toothbrush for

the dental plan-marks each sec-
tion The back 1nside cover lists

five benefit enhancements sche-
duled for implementation this
vear

For the Bank of Montreal, per-
sonalization meant more than ink-
ing in Individual names and fig-

ures on otherwise identical forms

"Each and everybody's state-

L2 ment started as a blank page" that
. , needed to be printed separately,
. r€'1 9_f r Mr Pavey said

For example, each employee's
pension benefits-including na-
tional and provincial programs-

42-1 were calculated based on age,
years of service and salary

And, sections on health and den-
tal insurance show exactly how

Fi / 1/”._ _42is__fy_ . much reimbursement each em-
" e " - ployee received during the year
ended Oct 31, 1987, and remind
each recipient of his or her cover-
age limits

+48- -9

1@t

Gathering this information re-
quired approaching all of the
bank's insurers and collating the
coverage data, Mr Pavey said To

' N A ensure accuracy, that data was

gathered and collated with the Oct

For All the Commitments You Make® 31, 1987, payroll tape

After test booklets had been dis-

Group Benefits from CAA: Life & Health +AD& D- Vision « Dental « LID « Flexible Benefits Pmgrams+ Pensions tributed to the bank’s human re-
Coverage is underwntten by Continental Casualt> Company, one ofthe CNA insurance Companies Continued on page 6



WHEN TIMES ARE TIGHT,
IT'S THE BENEFITS MANAGER

THAT FEELS THE SQUEEZE.

You know the feeling.

Management wants you to hold
down rising employee benefits costs.
But since cutting benefits isn't the
answer, you try to offer alternatives.
Like shared costs and flexible benefits.

In doing so; you get squeezed
by employees, because changing bene-
fits creates confusion, dissatisfaction
and lots of questions.

NWNL Group can help relieve
the pressure.

You see, we look at your com-
pany's insurance needs differently, so
we find solutions others may not see.

Take our Appropriate Care and
Treatment program (ACT) for catas-
trophic medical claims, for example.

With ACT we're able to find
ways to provide coverage for more
cost effective treatment by recom-
mending alternatives to employees
and their physicians. Like outpatient
care, using specialized non-hospital
facilities and home health care.

The way we see it, cost efficiency
doesn't mean reduced benefits, it sim-
ply means finding ways to increase
the efficiency of the care.

If you're feeling the squeeze, let
us send our booklet " 10 Ways to Cut
Benefit Costs:' Call or write Ginny
Patrick, NWNL Group, RO. Box 20,
Minneapolis, Minnesota 55440,
(612) 372-5784.

RONWNLGROUP
We look at things differentif

A division of Northwestern Nationa, LiS: Insurance Company. Minneapolis, M N (not admitted in the State of New brk). The North Atlantic Liti: Insurance Company of America,Jericho, NY (a memberof the NWNL Companies).
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Personalized correspondence runners-up

The runners-up in the persona-
lized correspondence category

- Second Place: McDonald's
Corp. in Oak Brook, Ill.

Wishing to emphasize the value
of benefits, McDonald's Corp. this
year invited its employees to take
on the Benefits Challenge included
in its annual benefits statemen,t.

"We wanted to get people looped
into the benefits so we came up
with the idea of a contest,"” said
Phillip Jensen, a production con-
sultant with Hewitt Associates in
Lincolnshire, Ill.

Employees could take the chal-
lenge by answering seven multi-
ple-choice questions about differ-
ent areas of benefits discussed in
the statement and sending their re-
sponse cards back to McDonald's.

The questions were designed to

reinforce an employee's under-
standing of important facts about
the benefits program, according to
Marsha Hamilton, benefits man-
ager for McDonald's.

McDonald's called upon Hewitt
Associates to help "spice things
up,"” according to Mr. Jensen. "It is
an Olympic year and McDonald's
does sponsor the Olympics. They
wanted something colorful and ex-
citing that would tie in with the
Olympics and create a little bit of
ballyhoo."

The royal blue cover of the 12-
page statement featured two gold
medals inscribed with the McDon-
ald's logo and the words "Benefits
Challenge."

"We really carried through the
theme of award winning, of gold
medal-type of award-winning ben-
efits,” said Ms. Hamilton.

How secure

IS your blanket?

American Appraisal Associates

'We really carried
through the theme of
award-winning
benefits,' says

Marsha Hamilton.

All entries received by May 31
were included in the challenge.

The first 10 employees whose
cards were drawn with the correct

answers won 10 shares of McDon-
ald's stock and a gold medallion
similar to the one on the statement
cover.

"The response was very good,”
Ms. Hamilton said. "I didn't count

them all, but we had quite a bar-
relful of answers.”

McDonald's sent the statement
to 11,000 employees eligible to re-
ceive company benefits. The state-
ment cost approximately $120,000
to produce.

- Third Place: A tie between
Alexander & Alexander Services
Inc.'s corporate benefits depart-
ment in Owing Mills, Md., and
Bristol-Myers Co. in New York.

Alexander & Alexander decided

to stick with its benefits statement

theme, "The Key to Your Personal
Security," for the third consecutive
and successful year.

The objective of the statement,
according to Henry Kramer, A&A's
corporate compensation and bene-
fits director, was to convey to em-
ployees the message that having a
benefits program provides them
with a level of personal comfort
and security against financial loss.

Even with blanket insurance, a

knowledge of values is
fundamental to your insurance

program.

A valuation of the assets to be

insured will result in proper
coverage and eliminate major
problems at the time of loss. Using
our computerized data bases, we
can now provide accurate and
easily updated insurance

valuations at economical prices.

We have the resources and

expertise to meet any valuation

need. Our permanent staff in over
50 offices worldwide delivers

timely, quality service.

Don't feel insecure. Call us at

1-800-228-4888.

The annual statement gives the
nation's second largest insurance
brokerage firm's 10,000 full-time
U.S. employees personalized ac-
counts of their current status in
each benefit plan.

A&A produces two benefits
statements. While all employees
receive a statement describing
their basic benefit options, em-
ployees 55 and older receive a more
detailed explanation of the com-
pany's thrift and pension plan
benefits.

Along with the statement, A&A
sends its employees a benefits
handbook, which serves as a refer-
ence tool.

"The statement has drawn many
positive responses,” Mr. Kramer

said.

With production and graphics
Continued on page 12

Bank of Montreal

Continued from page 6

sources departments for critiques,
the Dec. 31 payroll tape was com-
pared with the earlier tape to ac-
count for new employees, former
employees, changes of address and
the like.

But even with high-speed laser
printing technology, the process of
printing, assembling and stuffing
the statements into envelopes took
about four weeks, according to
Stan Macey, assistant vp of appli-
cation systems for GBB Associates.

In addition to the individualized
benefits information, there were as
many as 15 different versions of
other pages in the pamphlet, Mr.
Macey said. This required shifting
paragraphs or making additions or
deletions as appropriate for each
employee.

And, booklets sent to about 1,700
senior managers and executives
contained a section on an employee
stock ownership plan available ex-
clusively to upper-level employees.

Compounding the already com-
plex process was the fact that ma-
terials needed to be produced in
both of Canada's official lan-
guages: French and English.
Roughly one-quarter of the pam-
phlets were printed in French.

"Virtually all communication
has to be in both languages,"” Mr.
Pavey said. However, translating a
single document means "in es-
sence, you have to go through the
process twice" of preparing ma-
terial, he said.

Translators, he pointed out, tend
to be extremely precise and correct
in their rendition of one tongue
into another.

As a result, somewhat scholarly
language had to be toned down and
made colloquial so that the pam-
phlets could be more easily under-
stood, Mr. Pavey said.

The laser printing technique
helped smooth the production pro-
cess, Mr. Macey said. In addition to
shifting paragraphs in the text, the
printer would automatically col-
late the booklet, justifying blocks
of type so that no addition or dele-
tion was obvious.

Also contributing to the success
of the project was bank managers'
extensive understanding of their
benefits program, the management
of the data involved and a compre-
hensive sense of the audience-
"having sensitivity on how words
impact on people"-said Andrew
L. Webster, director of communi-
cations services for GBB Associ-
ates.

The time and money spent in tai-
loring the statement to individual
dimensions paid off handsomely,
Mr. Pavey said. Employees at all
levels called or wrote to praise the
package.

"It was the first time people con-
tacted us to praise the product; the
response on the positive side over-
whelmed us,” he said. -



Total personal account protection from Home Insurance means
peace of mind for your clients. And what could be more comforting
than that?

Other companies gladly cover the portions of your clients’
exposures that don't give them headaches. Or don't require
much expertise. But we'll write high limit liability coverage and
expensive automobiles for qualifying drivers as readily as large
floaters, schedules, and Gold Key Elite™ Homeowners policies.

And we service all our products expertly, flexibly, enthusiasti-

The Home Insurance Company is a member of The Home Group, Inc.

cally. With the kind of all-embracing care Home has been giving
customers since we started business, back in 1853.

Since then, we've insured a great many homes, cars, and pre-
cious objects. And the years have taught us an important lesson.
If you want to keep an agent happy, keep his clients happy.

That’s why these days, when agents need coverage for upscale
clients, their thoughts turn to Home. For more information, please
call Bruce Slaughter, Executive Vice President, Personal Lines,
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Where we come from, you learn to see things fromdifferent angles.

From coast to coast, wdre the leader in group Long Term Disability insurance *and a top provider of
Individual Disability protection.

But we never forget we're from Maine.

You see, finding more than one solution to a problem is a way of life here. By having a different perspective,
we're able to introduce income protection plans which are truly innovative and responsive.

And by doing this, we enable you to offer your employees disability, group life, retirement.and flexible
benefit programs which meet their needs better.

We're UNUM. Ask your insurance professional about all the different ways we can solve your problems.
Or call us directly at 1-800-634-8026 (in Maine 1-800-356-8111). And then 8 U N UA((

you'll see why our name means number one in income protection.
Our name means number one.

UNUM Life Insurance Company, Portland, ME 04122 (Pension products available only through this company). UNUM Life Insurance Company of America, Portland,
ME 04122 (All states except NY) First UNUM Life Insurance Company, Thrrytown, NY 10591 (New York State only) *Employee Benejt Plan Review, April 1988



TogetHMO coveragefromcoast to coast, you

It's a number, in fact,you can add on And a single monthly statement
one nger. Because allit takes isjust one details allyour employees' premiums.
person. From HMO-USA. Allit takes isjust one call to get

WithHMO-USA ,a single contract answers toallyourquestions, or when
gives you coverage in over 200 markets. signing up new employees. (Thaes even



havetotalkto anamazing number ofpeople.

the case when they're starting work in growing HMO network in the country;
several different states.) just calll-800-4-HMO-USA. There's

Andyou can receive your annual only one _|_ Blue Cross ..
USA

: : *
renewalrates in the span ofa single R';,th ra rn® O\gnéluﬁonShield 9529

day To Bnd outmore about the fastest
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Grocer's program boosts Gsales' of ESOP

The
Benefits
Tookhest

Owners

Manual"

Randalr

By MEG FLETCHER

HOUSTON-Polling food shop-
pers about their likes and dislikes
has helped the Houston-area's sec-
ond-largest food store chain de-
velop a reputation for clean stores
and friendly employees.

So, Randall's Food Markets Inc.
knew what to do when only 18%
of the potential "customers" for a
voluntary employee stock owner-
ship plan for hourly workers opted
to participate.

The company held small group
discussions at which it asked eli-
gible employees what they didn't
like about the plan and then re-
designed it and communicated the
changes to the employees.

Last fall, a booklet, enrollment
form and audiocassette describing
the ESOP were sent to hourly em-

"EEE25¥1 - 1

ployees' homes. The message was
reinforced through posters and a
videotape presented at the com-
pany's 40 stores and five other
operating locations.

This spring, program materials
were expanded to include news-
letters and a reference notebook
that is updated quarterly for direc-
tors of Randall's operations.

As a result of the new communi-
cations program, enrollment in the
plan increased to 52% from 18%
after three months, exceeding the
company's 45% to 50% enrollment
target. And, that level of enroll-
ment has been maintained or ex-
ceeded since then, although a spe-
cial dollar-for-dollar matching
contribution program ended in
June.

In addition, the average contri-
bution of a plan member increased

Some things just don't fit
on a desk top.

IFF-1

Y%4/4
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to 3.1% from 1.2% of pay, exceed-
ing Randall's goal of 2.5% of pay.

That demonstrable success
helped the program win the first
place award in the multimedia
program category of the 1988 Busi-
ness Insurance Employee Benefits
Communication Awards competi-
tion.

"The real lesson is, there is noth-
ing more valuable in communicat-
ing benefits than listening,”
Mark Schumann, a benefit consul-

said

tant in the Houston office of
TPF&C, a division of Towers, Per-
rin, Forster & Crosby, who assisted
Randall's in developing the new
ESOP communication program.
Employers, including Randall's,
often use employee focus groups
to help formulate a program, but it
is "a bit different” for them to use

Continued on page 13

Personalized

Continued from page 6

help from Benefacts Inc., a unit of
Alexander & Alexander Consulting
Group Inc. in Baltimore, the com-
pany updates the package and
changes the feature colors of the
statement each year.

This year, the cover of the win-
ning entry, in A&A's corporate
blue, displayed a foil key inscribed
with the A&A insignia attached to
a personalized foil-trimmed name
tag key chain.

"The foil gives the cover a rich
look," said Barbara Anderson, ac-
count manager for Benefacts.

Updating the handbook took
about three months and the entire
communication effort cost
$100,000, said Mr. Kramer.

Each year New York-based
health and beauty aids manufac-
turer Bristol-Myers Co. sends its
employees individualized account
summaries of their participation in
the company's benefit plan with a
personalized annual report, PAR.

"The information in the booklet
is intended to be comprehensive,”
said Victoria Morgan, employee
benefits specialist. "The PAR is in-
tended for the entire family and
can be used, for example, for estate
planning."

This year-the PAR's second in
booklet form-Bristol-Myers
added colors and photographs to
clarify and add life to the report.

"Last year we used only two pri-
mary colors-basically blue-and
each section had the same blue
band across the top of the page.
This year we've incorporated more
colors to make the benefits plans
more indentifiable to the summary
plan descriptions,” Ms. Morgan
said.

"Each section now has its own

color. For example, the retirement
section is grayish-blue, which was
the color we used in the summary
plan description," she added.

The larger summary plan de-
scription-distributed annually in
the company's Benefits magazine-
provides a comprehensive descrip-
tion of each benefit plan.

The four-color cover of the win-
ning entry sports three photo-
graphs shaped to form the Bristol-
Myers hexagon glyph. "Through
these photographs, we tied in all
aspects of our benefits communi-
cations, from active benefits to re-
tirement benefits,” Ms. Morgan
said.

Ms. Morgan worked with the
corporate employee benefits de-
partment and in-house designers to
coordinate the 12-page booklet,
which cost about $170,000 to pro-
duce and will be sent to approxi-
mately 18,000 Bristol-Myers em-
ployees.

TPF&C, the benefits actuarial
and consulting division of Towers,
Perrin, Forster & Crosby Inc. in
New York, produced the booklet.

-By Lauren Sinai



Randall's

Continued from page 12

them a few months after a program
is under way to find out why en-
rollment is low and how to solve
that problem, he said.

The 22-year-old Houston-based
company established the voluntary
ESOP in January 1987 to supple-
ment the hourly employees' defined
benefit pension plan. The hourly em-
ployees' plan is separate from the
ESOP that Randall's established to
fund all pension benefits for salaried
employees.

Randall's felt it owed much of its
success to its employees and wanted
"to give them an opportunity to be
part of the company," said Nancy
Frye, Randall's employee benefits
manager.

About 2,000 of Randall's 9,000 em-
ployees are eligible for the program,
she said. The pool of eligible employ-
ees is relatively small because most
hourly workers do not meet the 21-
year-old age requirement, she said.
Participants klso are required to re-
side in Texas and work at least 1,000
hours in the previous 12 months.

Under the plan, employees can
contribute to an ESOP account
amounts ranging from 1% to 14%
of pay through payroll deduction. For
every $1 contributed to the ESOP-
up to 4% of pay-Randall's contrib-
utes 50 cents.

Employees can choose between
Randall's privately held stock or a
money market fund for the first 4%
of pay they invest in the ESOP.

Contributions above 4% of pay and
all of Randall's matching contribu-
tions are automatically invested in
Randall's stock.

Having only 18% of eligible em-
ployees enroll in the ESOP "frankly
distressed" company executives, Ms
Frye said. A lot of outsiders were dis-
appointed at being unable to buy
Randall's privately held stock, yet
when employees were offered it, more
than three out of four rejected it.

Part of the problem stemmed from
the youthful workforce "that is not
overly concerned about retirement,"
she said. "That was one of our biggest
hurdles: to make them understand
that everyone does need to think
about their future," Ms. Frye said.

Starting in October 1987, employ
ees' need to plan for the future was
effectively conveyed on a 12-minute
video featuring a variety of ESOP
participants who candidly explained
how they felt the plan would help
them and their families. Interspersed
throughout the film were comments
from a company founder who is still
active in top management.

The videotape recreates the look
and feel of Randall's television com
mercial and features musical varia
tions of Randall's advertising jingle,
Mr. Schumann said.

Employees in the discussion
groups, only half of whom were
ESOP participants, asked for three
significant changes in the plan's de-
sign: faster vesting in the company s
contributions, more lenient with
drawal restrictions and larger match
ing contributions from Randall's.

The food store chain is "a model
client"” whose executives "believe in
the process" of soliciting feedback
both from its customers and from its
employees, Mr. Schumann explained
"And, because they believe in the
process, they were willing to act on
the results," he added.

As a result, the plan was changed
so that an ESOP participant:

= Would become 50% vested
after three years and 100% vested
after five years.

Previously, an employee would
be 50% vested when his age and
number of years of service equaled
45. Thereafter, he would become
vested at the rate of 10% per year.

* Could request immediate pay-
ment of up to 85% of the value of
his personal contributions at the
end of the last quarter.

Previously, an employee would
have to wait until 45 days after

the end of any calendar quarter.
= Would receive an additional

50-cent matching contribution
from Randall's on contributions
made from the start of the plan
through June 30 of this year.

Employees also said they wanted
an easy way to identify the plan
and learn about the program
through other media.

A theme-"Check It Out”-was
developed and illustrated by a
boxed check mark. It helped em-
ployees identify the ESOP and
"became so popular that Randall's
started using it in its external ad-
vertising," Mr. Schumann said.

In addition, a 17-minute audi-
ocassette was developed that gives
employees an alternative way to
learn about the program.

"The reality is, many people do

not like to read,"” Mr. Schumann
said. And, audiocassettes have -a
high perceived value," although
they cost about 85 cents each, Mr.
Schumann said.

The cassette begins with a musi-
cal introduction and tells the story
of a Randall's employee consid-
ering the value of an ESOP while
walking through a store.

In addition, a new, easy-to-read
booklet, which includes quotes
from plan participants, and step-
by-step forms for all ESOP ac-
count activities were developed.

Draft versions of these materials
were tested for clarity in the em-
ployee discussion groups before
they were produced.

Program materials were ex-

panded in May 1988 to include ref-
erence material for directors of
Randall's stores and other opera-
tions, as well as bimonthly news-
letters on benefits.

Communicating benefits is more
than just a "one-shot deal," Mr.
Schumann said. And, directors of
Randall's stores and other opera-
tions are "the one force that is al-
ways there" to deal with employ-
ees' questions, Ms. Frye said.

The directors' reference material
features a notebook-described as
the "owner's manual” to the "ben-
efits toolchest"-that contains
briefings on the plan's key provi-
sions, such as eligibility, enroll-
ment, withdrawal and termination.

The information is indexed to

make it easy for a director to an-
swer an employee's specific ques-
tions about the ESOP. In addition,
indexing makes it easy for direc-
tors to discard outdated informa-
tion and replace it with new in-
formation prepared quarterly, as

needed.

The manual was supplemented
with an audiocassette "guide" to

using the new materials.
Spanish-language versions of

gual materials, Ms. Frye s=aid. =
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Litton, Equitable multi-media runners-up

The runners-up in the multi-
media category were:

» Second place: Litton Indus-
tries Inc. in Beverly Hills, Calif.

After adding a loan feature and
allowing employees to increase
their unmatched contributions to
its basic retirement savings plan,
Litton needed to announce the
changes, as well as reaffirm the
plan's value to employees and in-
crease enrollment.

Initially, the company focused its
communications on the plan's
technical aspects, but this time it
"focused on the performance value
of the Financial Security & Sav-
ings Program,"” explained Thomas
Holgate, Litton's director of insur-
ance and pensions.

To help communicate the FSSP,
Litton retained the Los Angeles of-
fice of TPF&C, a division of
Towers, Perrin, Forster & Crosby
Inc.

Jeffrey Seretan, a TPF&C princi-
pal who headed up the project, ex-
plained that a major objective was
to remarket the plan, so two
themes were developed: "The
smart money is in FSSP" slogan
emphasized the plan's long-term
savings feature, while "The Litton
family"” slogan attempted to foster
a sense of family among company
employees.

To further convey the family
feeling, Litton "used a scrapbook
format in the two key communica-
tion elements”-a brochure and
videotape, Mr. Seretan explained.

The brochure was designed to
look like a family photo album. Si-
milarly, the video takes viewers
through the Litton family's history
of trying to save money, First, the
video shows the family trying to
save in an old-fashioned way-in a
cookie jar. Next, the family depos-
its money in a bank, but interest on
the dollar was limited. Then along
comes the Financial Security &
Savings Program offering a better
way to save.

The brochures were distributed
and the videotape was shown to
employees in meetings to explain
the plan, a key element in com-
municating the plan to employees,
Mr. Seretan explained.

During the meetings, which were
announced with posters placed
near all meeting locations, each
employee also received enroliment
rnaterials, he said.

The multimedia program in-
creased participation by 11% to
20,000 from 18,000 and helped the
company's human resource staff
understand the rationale behind
the plan design and the "how to's"
for administering the new provi-
sions, according to Mr. Seretan.

The project took five months to
produce at a cost of $175,000.
Twenty-five thousand employees
in 100 locations received the bro-
chure.

= Third place: The Equitable
Life Assurance Society of the
United States in New York.

In light of plan changes necessi-
tated by tax reform and ebbing
employee participation, The Equi-
table decided to redesign its em-
ployee investment plan as well as
re-emphasize the plan's usefulness
as a retirement savings vehicle.

"We wanted this to be a new way
to communicate with employees in
respect to employee benefits," ex-
plained Robert Sjogren, Equita-
ble's benefits vp

Part of this new effort included
replacing the question-and-answer
format of previous employee bene-
fits communication vehicles with a
less conservative approach that
used more advertising concepts,
according to Mr. Sjogren.

For example, the financial ser-
vices company used a direct mar-
keting concept: inserting
"stuffers" into payroll checks an-
nouncing the program and upcom-

ing meetings to explain the plan.

A prime "objective was to create
employee interest and excitement
around the program,” said Karen
A. Barnes, a communications con-
sultant at Hewitt Associates in
Rowayton, Conn.,who helped pro-
duce the program.

The company followed up the
stuffers by hanging poster-sized
versions of the stuffer at each
meeting location.

The Equitable showed employees
attending the meetings a nine-mi-
nute video explaining the plan and

A prime 'objective was to create employee

interest and excitement around the program,' says
Karen A. Barnes, a communications consultant at

Hewitt Associates in Rowayton, Conn., who

helped produce The Equitable's program.

distributed "Savings For Retire-
ment" booklets and application

forms,

The videotape is also available

on a "lending library" basis, she
said.

After the initial meetings, em-
ployees Et various company loca-

tions were able to develop individ-
ual savings plans projections using
an "interactive video program”
that the company made available.

Although "it's too early to assess
the program's impact,” employee
reaction has been favorable, she
said.

The communications program
was produced in six months at a
cost of $230,000. The booklet was
distributed to 8,000 full-time em-
ployees, 8,000 agents and almost
3,000 retirees.

-By Collin Nash
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Benefits video reaches

, employees where they live

By STACY ADLER employee benefit plan, IS available m the first place award to Cana-

at all the company libraries and dian Ultilities in the audio-visual

EDMONTON, Alberta-Inform- was designed to be viewed by new presentation category of the Bus:-

ing more than 4,000 employees and longtime employees and their ness Insurance Employee Benefits

scattered throughout Alberta families, explained Tudor Wil- Communication Awards competi-
about employee benefits is no easy liams, vp-communications man- tion

task, but Canadian Utilities Ltd agement at The Alexander Con-
overcame this hurdle by creating a sulting Group in Edmonton, which
video that employees could take helped design the video

Vicom Ltd in Edmonton pro- communicating with employees

home to view

"We are finding more and more
in the era of videocassette record-

ers that video iS the best means of

R The video, which provides a duced the video and shares with and their families," said Mr Wil-
broad overview of the company's The Alexander Consulting Group hams "People will watch a video
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more readily than they will sit
down and read something "
Employee response to the video,
which cost $23,000 Canadian
($19,090 at current exchange rates)
to produce, has been exceptional,
according to L J Vegh, director of

risk management and employee
benefits for Canadian Utilities

"Our libraries have been flooded
with requests for the video," he
said, noting that employees can
also watch the video at many com-

pany libraries and any of its
human resources offices

The video describes the benefit

package in a "broad-brushed”

'People will watch a
video more readily
than they will read

something,’' says
Mr. Williams.

manner, explained Mr Vegh "We
stayed away from technical benefit
terms and actuarial Jargon "

The video shows a new employee,
Peter, at his first day at work He is
reading the employee handbook
and wondering "from an average
employee's perspective what do all
these benefits mean?” when three
Canadian Utility employees appear
in the pages of the handbook to an-
swer his question

First, Duncan, who has been
with Canadian Utilities for 33

years, appears to tell Peter about

o cac c-o ooo-a ¢the company pension.plan.:.:

company beli&ves it is among the
best in Canada and a survey
showed employees did not have a
good understanding of the plan,
said Mr Williams of The Alex-
ander Consulting Group

Duncan, who is working in his
garden, tells Peter in a thick Irish
brogue about the company's 90-
rule, which stipulates that an em-
ployee whose years of service and
age total 90 can retire early If he
decides to retire, Duncan will re-
ceive pension benefits equal to
three-fourths of his salary, indexed
for inflation, as well as continued
supplemental medical coverage,
life insurance and other benefits

Peter says that sounds nice, but
notes he is contributing toward the
cost of these benefits However,
Duncan points out that the com-
pany pays for two-thirds of the
benefits package for every $1
Peter contributes, the company
contributes $2

Another benefit Canadian Utili-
ties wanted to stress in the video
was 1ts short-term and long-term
disability plans, which a survey
showed many employees did not
fully understand

Duncan tells Peter about the
time his appendix ruptured and he
was out of work for 21/2 monthS,
"Disability insurance paid me al-
most full salary with no waiting:
and all my other benefits were
continued by the company,” he
said Duncan also noted that the
long-term disability benefits also
are substantial.

Contmued on page 16
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Three audio-visual category runners-up

By LAUREN SINAI

The runners-up in the audio-vi-
sual presentation category were:

* Second place: Northern States
Power Co. in Minneapolis.

Northern States Power this year
switched from an audio-visual
slide presentation to a 13-minute
benefit communications video en-
titled "You, Me, Flex. . .and NSP,"
which introduces the approxi-
mately 300 employees who join the
utility each year to all the features
of the company's flexible benefits
program.

The video features a friendly
male narrator who represents a
typical employee. Shown traveling
to work, in his office and at various
other indoor and outdoor Northern
States Power locations, the narra-
tor, a hired actor, explains the

'The computerized part of the video shows

graphics and can easily be reprogrammed to

update specifics of the benefits program,’

says Mary Dolan, compensation analyst
for Northern States Power.

basic structure of the company's
flexible benefits plan.

"We chose a male really only for
the clarity of his voice," explained
Mary Dolan, compensation analyst
for Northern States Power.

The video combines his narrative
with computer graphics to clarify
features of the plan. "The options
and terms we use in the narrative

-like using 'flex-dollars' for bene-
fits credits-are those which will

The «
respons

be around for awhile," Ms. Dolan
said.

"The computerized part of the
video shows graphics and can eas-
ily be reprogrammed to update
specifics of the benefits program,”
she added.

Working within a $5,000 budget,
the company produced the video
in-house in aboutthree or four
months, according to Ms. Dolan.

"We wanted something that
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would look nice and could be easily
maintained from year to year," she
said. "Employees really enjoyed
the video and got a basic under-
standing of our flexible benefits
program, which is what we
wanted.”

= Third Place: A tie between ITT
Corp. in New York and Warner
Communications Inc. in New York.

ITT's video, titled "The ITT In-
vestment and Savings
Plan. . .Something for Everyone,”
was designed to stimulate em-
ployee participation in the savings
plan through five different scenes
that are used to illustrate how the
plan caters to the needs of all em-
ployees.

The video introduces various
features of the plan, including loan
and vesting provisions, and ex-
plains eligibility.

For more informalion on Mutual of Omaha's pioneering cost-<onloinmentideas, send your businesscordtolohnMiandless,
Dirator of National Actounts. Muh,al of Omaha Group Operation. Mutual of Omaha Plaza, Omaha, HE 68175

"The video accompanied an
overview brochure and an in-depth
booklet and was intended to hit the
highlights of the program and in-
stigate discussion,” explained
Mac Bradford, a partner with
Hewitt Associates in Rowayton,
Conn., who helped create the ITT
video.

A narrator guides the audience
through five vignettes ranging
from an employee celebrating his
fifth year with the company-the
yvear that he becomes fully vested
in the plan-to a mime blowing up
a red balloon to illustrate invest-
ment growth.

Each scene fades out into a
graphic summary of the scene. "In
most cases, the headings used in
the type frames of the video corre-
sponded with the headings used in

Continued on page 17

Benefits video

Continued from page 15

A recurring message in the video
is, as Duncan said, "The longer you
stay, the better the benefits get."

Canadian Utilities has designed
its benefits to promote long-term
service because older, more experi-
enced employees have better safety
records, explained Mr. Williams.

As one judge noted, the video
"kept the corporate culture.”

One problem Canadian Ultilities
faced when designing the video
was that "different age groups
have very different interests,” said
Mr. Vegh. Therefore, the next em-
ployee Peter meets is Trudy, a di-
vorced mother with two children
from the office staff.

Trudy tells Peter how much she
appreciates the company's supple-
mental medical plan which, among
other things, pays for part of her
health club membership.

Despite the availability of pro-
vincial health insurance programs,
most Canadian employers provide
supplemental medical coverage.

Trudy also tells Peter about
many other ancillary benefits pro-
vided by the company including
tuition reimbursement programs
and the ability to purchase home
appliances at a discount.

Next, Peter meets Bob, a 27-
year-old employee recently mar-
ried and expecting his first child.

Bob also is interested in the sup-
plemental medical plan, which
helps pay for prescription drugs
and eyeglasses.

Bob, who is working in his ga-
rage, also tells Peter about the
company's dental plan. Bob says
the plan "should pay a lot if the
kid ever needs any ortho work."

The casual dialect was used to
capture the typical employee, said
Mr. Williams. The script writer
called several employees to talk
about the benefits plan and used
their exact language in the video.

One of the judges commented,
"the down-to-earth dialogue made
the video easy to understand.”

Bob is especially interested in
the tuition reimbursement pro-
gram, under which the company
will pay for any work-related
courses he passes. "They are really
interested in seeing you upgrade
yourself," said Bob.

Bob also encourages Peter to
look into the company's group auto
and homeowners insurance bene-
fits. Bob said he was able to get a
great deal on his auto and his ho-
meowner's insurance through the
company.

The video ends with Peter ex-
plaining the benefits to another
new employee.

"The video was a novel vehicle
for us to use and so far it has
proven its worth,"” said Canadian
Utilities' Mr. Vegh. He said he wiill
survey the employees later this

year to determine the success of
b= o W — ~ fc e <> _ [ ]



Continued from page 16

our print pieces," explained Donna
Joseph, ITT's senior benefits ad-
viser.

The headings were used to trig-
ger thinking and help the employee
link the video with the print
pieces, according to Mr. Bradford.

Ms. Joseph said the program has
received positive response.

"We were trying to increase par-
ticipation in the plan and we
achieved a substantial increase,”
she said.

Jerri Bloom, manager of em-
ployee benefits at ITT, said "the
number of participants increased
by 14%."

Approximately 40,000 of ITT's
U.S. employees watched the nine-
minute video, which cost $90,000
to produce, including the cost of
duplicates, and took approxi-
mately three months to prepare,
according to Mr. Bradford.

Warner hoped to increase em-
ployee participation by adding a
new 401 (k) feature and two invest-
ment choices to its WCI Employee
Savings Plan.

Warner's campaign, "It Fits Your
Savings Needs," centered on an
11-minute video featuring three
employees who were just being in-
troduced to the new program.

"We wanted something realistic
that employees could relate to,"
said Lynn Weiner, assistant direc-
tor of corporate pensions for
Warner. "We really wanted to do
something in a work setting, a set-
ting with which people could iden-
tify."

And, the characters for the video
were designed to be representative
of the population at Warner Com-
munications: a single professional
man, a married professional
woman with children, a maternal
figure and a corporate male execu-
tive, who served as the narrator,
said Kathleen Mundy, an account
manager at consultant Kwasha
Lipton in Fort Lee, N.J.

Warner's video introduced the
savings plan to 10,000 employees
nationwide through a video-
within-a-video concept. In the
video, the "employees"-all pro-
fessional actors-sit in a Warner
screening room, similar to the one
in which employees would watch
the actual video, and listen as the
narrator explains the new features
of the program.

At times, the -employees" con-
fer among themselves to clarify
certain aspects of the new plan.

"The objective of the video was
to familiarize employees with the
program and to increase their par-
ticipation in the program. There
have been a lot of new enrollments
as a result of the presentation,”
Ms. Weiner says.

Participation among eligible em-
ployees increased to a little more
than 70% this year from 50% last
year, Mr. Weiner said.

"The theme of the video was that
Warner has a savings plan to fit
your savings needs, and regardless
of your salary, age and race, the
savings program could work for
you," Ms. Mundy said.

« Special Award: Monsanto Co.
in St. Louis.

In Monsanto's video, "Benefit-
Net,” Monsanto Benefits Police
Sgts. Monday and Friday conclude
after spending a long day investi-
gating benefit options that Mon-
santo has one of "the best" benefits
packages around.

The 14-minute, black-and-white
video, a spoof on the "Dragnet”
television series, proves to Mon-
santo employees that benefits com-
munications are not "boring and
incomprehensible" and that the
tough-minded sergeants from the
Benefits Division can answer all
the employees' questions concern-
ing benefits, said Ora Malone, the
company's benefits manager.

"We used the video as a vehicle
to introduce our new benefits
binder and to give an overview of
the benefits program,"” Ms. Malone
said. "We wanted it to be light and

creative but to also contain a mes-
sage."

The story theme helped pique the
interest of the several thousand
employees who watched the video,
according to Ms. Malone.

Guided by the reference manual,
"Your Monsanto Benefits," the
sergeants saved an employee from
spending extra money for a bunion
removal by requiring her to receive
a second opinion.

They "threw the book"-the
Monsanto benefits book-at the
corrupt insurance salesman from
Bogus Protection Co. who tried to
force a Monsanto employee into
buying life and disability insur-
ance the employee didn't need.

"Monsanto doesn't need your

Mustness insurance, AugusL 1, 1360 7/ 14

In its video, Monsanto Benefits Police'threw the
book'-the Monsanto benefits book--at the corrupt
insurance salesman from Bogus Protection Co. who
tried to force a Monsanto employee into buying life
and disability insurance the employee didn't need.

bogus policies," Sgt. Monday de-
clared. "Monsanto gives its em-
ployees solid protection."

And the sergeants traveled to a

golf course to query the retired
Benefits Division's Lt. Columbo on

retirement benefits. "It should all

be right there in that book," the

lieutenant said.

At 2:45 p.m., Sgt Monday and
Friday return to the office to write
up their report, which concludes
that Monsanto has an "excellent”
benefits package.

Monsanto, which had previously
relied on a slide show to explain
benefits, used the video "as a
mechanism to reach people at all

m.!PN,

27

times. We could reach new hirees,
existing employees and people at
our field locations,” Ms. Malone
said. "And employees who missed
the meeting could bring the video
home.”

"We had an excellent response to
the video," she said. "Employees
felt we had taken a different and
positive approach, one which al-
lowed them to relate to the bene-
fits."

Monsanto hired two outside
writers for the idea and initial
draft of the script.

The in-house production, which
was filmed primarily at Monsanto
facilities, cost $28,000, according

to Ms. Malone.

-By Lauren Sinai

If You Have Said These Words, You Need Our Services.

Are Your Group Administrative
Costs Rising While Your Service
Levels Are FallingP

IF SO, WE OFFER YOU THE
FOLLOWING SERVICES:

LOW COST, efficient claims
administration, including:
Medical
Life
Dental
Disability
Sec. 125 Cafeteria Plans

FULLY AUTOMATED on-line

claim administration, commission

and billing systems.

- REMOTE PROCESSING
capabilities.

- IBM SHOP

- FLEXIBLE REPORTING and
statistical systems.

<ACCESS TO NATIONAL
MARKETING network of 4,000
independent agents and brokers.

We are a nationally recognized,
14-year-old Third Party Administra-
torspecializing in the small group

market.

We have the people and the
experience to do the job right!

SERVICES AVAILABLE
TO HEALTH INSURANCE
COMPANIES AMD
EMPLOYERS WITH 100
ORMORE EMPIOYEES.

FOR FURTHER INFORMATION
WRITE OR CALL:

Darrell Frisque, Vice President

National Toll Free

1-800-327-1684

Replies held in strictest confidence

MEGACO

Two Park Plaza, 10850 W. Park Place,
Milwaukee, WI 53224

s81-s8-88



401(k) plan booklet yields high interest

By STACY ADLER

The Toronto-Dominion Bank of
New York cashed in on its new
401 (k) savings plan with a booklet
aimed at introducing employees to
the tax-deferred savings plan.

The booklet, titled "Banking on
Your Future," won first place in
the booklets category of the 1988
Business Insurance Employee Ben-
efits Communication contest.

The bank decided to implement
the 401 (k) plan to successfully
compete with other New York
banks in attracting and retaining
high-caliber employees.

A strong employee benefits
package plays a key role in re-
cruiting qualified job candidates
and keeping employees satisfied,
according to bank officials.

By enrolling in a 401(k) savings
plan, ernployees can set aside a
portion of their salary into a sav-
ings fund that is not taxed until
withdrawal, usually upon retire-
ment.

The bank's 9-by-12-inch book-
let, which uses bold geometric
shapes and easy-to-read language,
was the pivotal piece in a cam-
paign to enroll employees in the
401 (k) plan.

The booklet contains four in-
serts: an enrollment form, a bene-
ficiary designation form, a work-
sheet that shows the advantages of
tax-deferred savings and a growth
estimator.

The inserts guide employees in
determining total savings needs,
selecting investment options and
enrolling in the plan.

Currently, the bank gives the
booklet and all four inserts to all
eligible new employees and uses it
for recruiting.

The booklet originally was pre-
sented at employee meetings where
it was accompanied by a slide
show.

To date, more than 88% of To-
ronto Dominion Bank's 360 eligible
employees have enrolled in the
401(k) savings plan.

The plan became effective Nov.
1, 1987.

"The booklet was designed to
have across-the-board appeal,”
said Alicia M. Gabrielski, commu-
nications consultant with A. Foster
Higgins & Co. Inc. in Princeton,
N.J., who helped design the book-
let.

Part of the goal in designing the
booklet was to encourage broad-
based participation, especially
among younger, lower-paid em-
ployees, which was necessary to
pass the non-discrimination tests
required by the Tax Reform Act
of 1986, Ms. Gabrielski explained.

The text is written in a conversa-
tional, easy-to-read tone, with key
ideas printed in bold type.

Graphically, the booklet uses
brightly colored interlocking
blocks.

Ms. Gabrielski says the inter-
locking blocks symbolize the idea
that personal financial security is a
joint effort between the bank and
the employees.

The blocks multiply as the reader
progresses through the booklet, vi-
sually portraying the concept of fi-
nancial growth, she said.

And, the colors of the block fur-
ther support this idea, she said.
The blocks are yellow and blue,
which when mixed together create
green, the color of money, Ms. Ga-
brielski said.

The booklet begins by explaining
that employees can set aside in a
tax-deferred fund 6% of their sal-
ary up to the maximum dollar
limits set by the tax law. The cur-
rent limit, announced by the Inter-
nal Revenue Service earlier this
year, is $7,313.

In addition, each dollar the em-
ployee sets aside will be matched
100% by the bank, the booklet

Nnotes.

"That's an immediate dollar-for-
dollar return cn your money," ex-
plains the booklet.

Employees are fully vested im-
mediately in their contributions to
the plan and become 100% vested
in the bank's matching funds after
two years of participation.

The booklet also explains tha:
empliyees have two investmen:
choices for their contributions to
the 401 (k) plan: a fixed-income in-
vestment fund and a diversified
equity fund.

Employees ean switch invest-
ment chcices twice a year, the
booklet explains.

In addition, the plan allows
hardship withdrawals in certain
situations, such as for the purchase
of a primary residence, to pay col-
lege tuition of children or to pay

extracrdinary uninsurec medical
expenses.

And, employees can borrow up to
50% of their contributions to the
plan: the booklet says.

The booklet explains that em-
ployees who leave the bank before
retiring can roll over the.r savings
into other tax-deferred savings ve-
hicles, such as an individual retire-
ment account, to avoid be ing taxed
on their withdrawal.

Employees who partizipate in
the 401 (k) plan receive serniannual
statements from the bank showing
how much they have saved, the
amount of matching contributions
and total earnings.

An insert in the booklet, called a
growth estimator, helps employees
estimate how their savings will
grow over the years.

Continued 01 page 19

It's really quite simple.

Over the almost 75 years ERC has been provid-
ing reinsurance, we've grown, adapted, innovated.

But above all, we've remained. Our clients always
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knew, when they needed us, we'd be there.
So, before you choose a reinsurer, look beyond
the tempting terms and conditions you may find

today. Look at strength. Stability. Staying power.
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wemnewes: Booklets garner runners-up honors

1ngS

For examgle, an employee who The runners-up in the booklet aid of the company's "Dental In designing the booket, the video
earns $25,000 a year and contrib- category are HMO" booklet main objectives of the corporate Salaried workers were familiar
utes 6% or $1,500 to the 401 (k) - Second Place Southern New

Most employees are familiar relations department and a free- with the concept of profit sharing
plan will save $225 in taxes a England Telephone Co in New with only medical HMOs, Mr Lo- lance artist were to create a piece and other features of the plan, such
year compared with an employee Haven, Conn dynsky said "So we had to educate that was eye-catching, convincing, as employer matching contribu-
who grosses $25,000 a year and Unhappy with employee re- them about the unique new con- easy-to-read and understand, as tions, because they had been eligi-
saves $1,500 on an aftertax sponse to a new dental HMO, cept of dental HMOs and the im- well as cost-effective, Mr Lo- ble to participate in the former

Southern New England Telephone proved coverage " dynsky said plan, explained Diane Ebert,
Toronto Dominion Bank de- Co decided to produce a booklet Of the 9,000 employees who were The booklet took about a month a consultant with C&B Consult-
si?ned and produced 2,000 book- highlighting the plan's advantages then eligible to participate in the to produce and was mailed to em- ing Group of St Louis, who helped
lets within two months at a total over the indemnity dental plan. interim enrollment period, 311 re- ployees located throughout Con- the shipbuilder create the cam-
cost of $22,000 The dental health maintenance sponded-3 5% of those eligible, nect;cut, Mr Lodynsky said The paign
The booklets were created under organization was initially offered Mr Lodynsky said total cost to SNET was $36 000 However, hourly employees, who
an extremely tight deadline be- to 13,000 employees on Jan 1, said Mr Lodynsky blamed the low - Third Place Norfolk Ship- were not eligible to participate in
cause the bank was eager to get the Walt Lodynsky, SNET's benefit response rate on the negative per- building & Drydock Corp in Nor- the former retirement savings plan,
plan off the ground, Ms Gabrielski communications staff manager ception that many SNET employ- folk, Va needed to be informed of these
explained The response by 370 employees- ees have of HMOs In order to communicate a rede- principles, Ms Ebert said
Although the bank has not sur- only 2 8% of the eligible employees However, he pointed out that the signed 401 (k) retirement savings In gearing the booklet toward

veyed employees' reaction to -was "less than we anticipated," new booklet succeeded in generat- plan to two distinct groups of the two groups, NORSHIPCO used
theé booklet, Ms Gabrielski said he explained ing interest in the dental HMO mostly blue-collar workers, the simple terminology and explana-
informal feedback received from So the company re-introduced among employees who originally company produced "The NOR- tions The booklet was lllustrated
employees has been very post- the program during an interim en- were hesitant to sign up for the SHIPCO Retirement Security with a symbol to which all of the
Hve = roliment period-this time with the plan Plan" booklet and a supplementary employees could relate a dockyard
supervisor-a shirt-sleeves kind-
of-guy
At meetings with employees to
explain the savings plan, NOR-
SHIPCO also showed a 10-minute
video that basically reinforced the
material contained in the booklet
Employees also can borrow a copy
of the video for home viewing
Although the booklet and the
video were the primary sources of
information, Ms Ebert said, NOR-
SHIPCO also distributed a chart

3494 with moveable grids that allowed

employees to calculate their total
retirement savings

e The booklets, which cost $5,400
to produce, were distributed to all

800 NORSHIPCO employees
L*M, - Honorable Mention VVWR

a. - Corp in Seattle

"An ounce of prevention is worth
a pound of cure” is the philosophy
behind PreventiCare, VWR's pre-

ventive medical services benefit

,1 TH- program, according to company of-
a ;7-1_t"1 ficials

>7

Under the wellness program, the
company will reimburse employees
and their dependents a portion of
the cost of certain medical screen-
ing tests The tests for which the
company will reimburse employees

R i and the amount of the reim-

bursements vary according to the

/ employee's or dependent's age and
51 ; cox

The chemical distributor chose
to convey PreventiCare's message
through a print medium as opposed

R i11-4" . to audio-visual, said Allan B Kol-
'41. modin, VWR's manager of em-
51 6,9Zur.4 ployee benefits "We wanted our

employees and their families to
have something they could take
with them on visits to their doc-
tors," he explained
4{X, 1 4 4 ° 7 "The PreventiCare booklet is in-
av # R tended to educate and motivate,"
although VWR "initially conceived
— } of it as a simple explanation of the
reimbursement budget,” said
Francine Redick, a communication
consultant with William M
Mercer-Meidinger-Hansen Inc in
Seattle
"In light of VWR's commitment
to wellness, | convinced them thal
it would be better to use the book-
let to help employees determine the
state of their health and motivate
them to take active steps to inn-
prove and maintain it," Ms Redick
said
The booklet Includes a lifestyle
evaluation questionnaire that
helps employees identify health
risks inherent in their lifestyles
The booklet also explains whal
employees can do to reduce the
risks of disease and includes infor-
mation to help them select appro-
priate screening services
And ERC You'll be glad you did It's whether they'll be there to pay losses The booklet, which Ms Redick
says has been "remarkably sue-
cessful,” took five months to pro-

Because when you think about what makes tomorrow duce and was distributed to 1,500
. , eligible employees located in 47
a reinsurer valuable to you, It'S not whether they 0 EMPLOYERS REINSURANCE sites across the country
VWR spent $60,000 on the book-
can help you reduce costs today 5200 Mekag Overland Park, Kansas 66201 lets

-By Colhn Nash
A General 850016 FImncial Servica con09
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Reader's Digest condenses
ONE-CALL 152654170 | > D19 |
FOR LONG-TERM AUTO information on flexible plan

LEASING INSURANCE

O Lessors Excess Liability

« Primary Physical Damage
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« Primary Liability Coverages
- Residual Value Insurance
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- Contingent Physical Damage
- Interim Car Coverages 0 $5 MILLION CSL LIMIT AVAILABLE

Be sure Take advantage of our extensive experience with this difficult-to-place
business. Designed specifically for the automobile leasing/rental industry, our
program saves you time, cutsyour costs, satisfies your customers. Wedothe work.

you get the credit!
We invite your inquiry and your business.
Write or call Ron Ruane.

. E
1 1 e e Bl Reliance Specialty A
e Invin Building

PAIGE-RUANE, INC. PO, Box 1562 Programs, Inc. 4*4

King of Prussia, PA 19406
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ACE BENEFIT MANAGERS
COUNT ON MET LIFE TO FLY HIGH.

COMMUNICATION SERVICES
SAVI N65 FLANS

RETIREMENT FLANS
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We offer services to support any employee need. Our people and our technology can help you,
benefit manager whose mission is to excel. There's whether or not you have your pension funds or insur-
MetLife SHOWCASE® for the latest in comprehensive ance with us.
benefit communications. Or for administrative tasks, For details, contact: Bob Cusack, Director of
look to METRORECORDS for Defined Contribution  Marketing, Pensions Administration and Technology,
Plans, or to PENSTAR for Defined Benefit Plans. Metropolitan Life Insurance Company, One Madison

All these services help keep you in control by Avenue, New York, New York 10010. Or call:
making your job easier so choose as many as you 1-800-847-8285

GETMET. ITFAYS.
) Metrapolitan.Life

©1988 Metropolitan Life Insurance Company, NY, NY.

By DONNA DiBLASE

PLEASANTVILLE, N.Y._.—
Reader's Digest Assn. believes that
its employees' benefits communi-
cation needs are as kaleidoscopic
as their needs for benefits them-
selves.

So, the publishing company-
best known for its Reader's Digest
monthly magazine of abridged
works from other popular publica-
tions-used a variety of media to
inform and prepare employees for
its new flexible benefits program,
dubbed "Benefits Kaleidoscope."

Employees first received infor-
mation on the new benefit plan in
an internal newsletter distributed
more than a year before the plan's
July 1 implementation began. This
was followed by a three-month
campaign that included other
newsletter articles, posters, a
video, meetings, workbooks and
interactive personal computer soft-
ware. The company even distri-
buted toy kaleidoscopes to employ-
ees during the campaign.

Reader's Digest's unabridged
communication effort won first
place in the total benefits commu-
nication program category of the
1988 Business Insurance Employee
Benefits Communication Awards
competition.

"We communicated the program
based on the inverted pyramid
style used by journalists in writing
news stories: We presented the
most important information about
the plan up-front and then flushed
out the details of the plan as the
communication plan unfolded,”
explained Craig Lowder, public
relations director for Reader's Di-
gest and a member of the commu-
nications campaign team.

The new benefit plan covers
2,500 employees in 30 locations
nationwide. Reader's Digest has
about 7,500 employees interna-
tionally.

The communications plan was
launched in April 1987 in "Pe-
gasus," the company's monthly in-
house newsletter. The article
touted the very rich benefit plan
already offered to employees, but
explained that the company in-
tended to make the benefits better
by offering a flexible benefits plan.

This first effort followed the
strategy of communicating the
most important news up-front:
that there would be a new benefits
plan. But, the article also worked
on another goal: to convince em-
ployees that Reader's Digest was
not reducing benefits but was en-
hancing benefits, Mr. Lowder said.

"Reader's Digest was a place
where benefits were very rich for
many years," so there was a need
to reassure employees that the new
plan was a positive change, ex-
plained Mary Ann MeGuigan, a
communications consultant in the
Princeton, N.J., office of A. Foster
Higgins Co. who worked on the
project

The next communication effort,
in February, included articles in
the monthly newsletter as well as
in the weekly newsletter "Pegasus
Extra.” These articles announced
meetings about the new benefit
plan and summarized the major
changes to benefits under "Bene-
fits Kaleidoscope."

Next, human resources, benefits
and public relations personnel
were trained by Foster Higgins
consultants to understand and
communicate the new plan, Mr.
Lowder said. This training pre-
pared company personnel to con-
duet employee meetings about the
plan and to answer employees’
questions during "benefits fairs.”

Employees then received letters

Continued on page 21



Continued from page 20
at their homes from Reader's Di-
gest management inviting them to
meetings on the flexible benefits
plan. These were followed by post-
ers announcing the meetings.
Employee meetings were held
during a week in March, during

which employees watched a 16-mi-
Nnute video and received brochures

on all of the benefits under the
"Benefits Kaleidoscope" plan.

The video-"Changing Needs"-
provides a soap opera-style over-
view of the plan in tracing the
changing benefits needs of an em-
ployee and his family from the time
his children are babies until they
are adults and his parents become
his legal dependents.

During home situations like fam-
ily dinners, the characters discuss
such plan provisions as the health
care and dependent care reimbur-
sement accounts and swapping va-
cation time for cash.

Employees received complete de-
tails of their plan in the brochures.

Generally, the plan includes a
"foundation" benefit of medical,
dental, basic life insurance and
short-term disability coverages.
Employees contribute to the cost of
these benefits, now on a pretax
basis under the flex plan.

Employees can cancel any of
these coverages: however they do
Nnot receive extra benefits credits
or dollars for canceling a benefit.

Employees also receive a benefits
bank account under the new plan.
The account is funded by a portion
of the company's cash contribution
to the company profit-sharing
plan, plus vacation credits equal to
the before-tax value of one week's
vacation or 1/52nNnd of an em-
ployee's base salary. Employees
can receive this money in cash, buy
more vacation time or use it to
fund health care and dependent
care reimbursement accounts. No
other benefit purchases are avail-
able under the flex plan.

If the company's contribution
from the profit sharing plan-
based on annual profits and em-
plover's salary-is not enough to
fzind the benefits, employees can
contribute additional pretax
funds.

On a payroll deduction basis,
employees can buy more than the
basic two-times annual salary, up
to $50,000, in term life insurance
and universal life insurance.

The company also provides a
non-contributory defined benefit
pension plan.

"We believe the nuts and bolts of
the benefit plan were best left to
something people could hold in
their hands. The video was better
used as an overview,"” said Mr.
Lowder of Reader's Digest.

"The traditional approach to the
use of video in employee communi-
cations has been to abuse it by
using it to communicate too many
details,"” said Ms. McGuigan.

Following the meetings, employ-
ees were invited to borrow the
video to view at home with their
families, since many choices would
be made by the employee and his or
her family, Mr. Lowder said. About
30 copies of the video were made
available for borrowing and were
in constant use, he said.

The company then mailed enroll-
ment forms and an explanatory
workbook to employees' homes.

Employees and their families
next were invited to the benefits
fairs, held during days and eve-
nings over a seven-day period in
April. At the fairs, employees had
access to the trained benefits in-
structors and could ask specific
questions and use interactive ben-
efits software.

The software, developed by Fos-
ter Higgins, provides brief expla-
nations of the different features of
the benefit plan and enables em-
ployees to do benefits modeling by
entering their personal income and
benefits information.

The communication program
cost about $250,000 to produce,

Mr. Lowder said. "We spent more
money than we anticipated, but we
knew we were making a substan-
tial investment both in the commu-
nication program and in the sue-
cess of the benefit plan,” he said,
adding that two versions of both
the -, ideo and the in teractive soft-
ware were made in anticipation of
benefits changes next year.

"' The feedback on the program
has all been very positive. The
highest compliment we received
was that the written information
was superb and that is a compli-
ment coming from employees who
are writers themselves,” he said.

In fact, one judge noted that the

program included "concise, good
brochures that were well-written
and non-threatening.”

But, perhaps the best testimony
to the success of the communica-
lion campaign is that "the plan
enrollment process went very
smoothly and only a handfu. cf
people did not return their enroll-
ment forms,"” Mr. Lowder noted.

Other Foster Higgins consultants
who worked on the project are
Frank Pirrone, a managing consul-
tant who worked on the interactive
software; Joan Korn, a managing
consultant for the project; and
Toni Silver, prodilction coord-na-
tor for all of the print materials. |
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Five programs runners-up
In total benefits category

The runners-up in the total ben-
efits program category are:

- Second place: A tie between
Salomon Inc. in New York and
United Gas Pipe Line Co. in Hous-
ton.

To communicate its new "Flex-
folio" flexible benefits program,
Salomon wanted to create the
clearest possible benefits message,
said Susan Markuson, Salomon's
benefits manager.

"These people are so busy and
have so little time that we had
to create something that they
would realize was benefits-related
and wouldn't throw away," added
Marilyn Picard, production man-
ager for Hewitt Associates in
Rowayton. Conn.

t.91

j#resideut Roger G,-cares and bis u'ijb I{lika, witb Health Net e,)4,1()wes aild tbeirjamilies

Excellent Health

To achieve this recognition,
Hewitt designed a wavy bar logo
that would appear on most of the
investment firm's benefits commu-
nications, including a highlights
booklet, bulletins, worksheets and
claims forms. The four-line logo, in
silver and gray, "can be seen as a
bar chart with the wavy lines con-
noting flexibility and growth and,
if the employee can see the 'S’ in
there for Salomon, it's an added
plus,"” said Ms. Picard.

"Salomon wanted something so-
phisticated and Wall Street-look-
ing but not really glitzy, so we
chose metallic silver for the distri-
bution packages," she added.

The goal is that employees will
now recognize the logo and associ-

Runs In The Family.

and attention to member satisfaction. And with one of

The people you see pictured here are part of the family
of Health Net, California's HMO. Since 1979 they have
been working towards a single goal: making excellent
health care available to the people of California.

And they've done an excellent job. Health Net
has grown to be California's second largest
HMO providing over half a million people
throughout the state with quality health care at
some of the most competitive rates anywhere.

Over the years, Health Net has

earned a reputation for personal
service, efficient administration

A federally qualified HMO available to companies with 15 or more employees.

Cat#tbrniat IINfO

the largest networks of statewide medical provid-
ers, Health Net offers the convenience and security
most employers and employees are looking for in a

health plan.

If you're an employer selecting an HMO for

your company, you can feel good about becom-
° ing a member of the family of Health Net.

After all, excellent health runs in the family

H EALTH N ET R) For more information, call your

insurance broker or a Health Net

representative at 1-800-52 2-0088.

ate it with benefits before any im-
portant benefits statements are
mistakenly tossed into the waste-
basket, she added.

Besides the printed material, a
12-minute audiovisual introducing
the program was shown to employ-
ees. "The video gave a conceptual
view of the benefits program
through a graphic approach. It did
not go into the program's nuts and
bolts, which the print material ad-
dressed," Ms. Picard said.

After the video was shown at
each Salomon location, Ms. Mar-
kuson gave a detailed overview of
the plan and held a question-and-
answer session with employees.

About 5,500 to 6,000 employees
nationwide received the Flexfolio
package, which took approxi-
mately six months to produce, ac-
cording to Ms. Picard.

Ms. Markuson would not reveal
the cost of the program.

United Gas Pipe Line's program,
"United Choice.

-Your Benefits
Pipeline,"” was intended not only to
introduce a flex plan at a company
just split off from its former par-
ent, Occidental Petroleum Corp.,
but also to inform employees of
"the cost associated with these
programs,"” said Tim Timbrook, the
company's personnel director

The communications program
included a series of four newslet-
ters, a video presentation anda
folder of material consisting of a
benefits overview, a price sheet/
worksheet and enrollment forms,

The central feature of the United
Gas Pipe Line program was a car
toon "U" man, dressed in a blue
hardhat, who informed employees
of their benefits options.

"United took a light, non-intimi
dating approach to communicating
its flex plan,"” said Steve Gray,
communications consultant foi
Hewitt Associates in The Wood
lands, Texas. "The 'U' man became
United's logo. People were in-
terested in the 'U' man; it appealed
to a wide range of people.”

Employee meeting leaders even
wore blue "U" man hardhats dur-
ing presentations.

"It was a very people-oriented
communications effort," Mr. Gray
said. "United wanted to tie the
program to their employees."

The employee meetings consisted
of live, oral presentations in con-
junction with the video program,
which combined artwork-includ-

ing the U 'man-with slides of
United Pipe Line employees.

"The 'U" man was used to ex-
plain concepts,” Mr. Gray said.
"For example, he would be shown
working on a pipeline holding up a
sign reading, 'Here are your
choices' for various plans."

The communications program
took six months and cost $60,000
to produce and communicate to the
company's 2,000 employees, ac-
cording to Mr. Timbrook.

"By and large, the reception has
been very good. People have been
using the program well and we are
not getting any complaints,"” Mr.
Timbrook said.

= Third place: Rhode Island
Hospital Trust in Providence, R.I.

Rhode Island Hospital Trust
wanted to make sure its employ-
ees would make "the RIHT choice”
when selecting among options in
a new flexible benefits plan.

To help them make these deci-
sions, the bank explained the com-
ponents of the plan through a se-
ries of brochures and a video.

"We wanted to get across the
message that the employees now
have choice and flexibility with the
new benefits program,” said Marie
Alvitti, a Rhode Island Hospital
Trust vp.

Continued on page 23
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The acronym RIHT serves to em-
phasize the employee's capability
to make the "right" decision when
selecting his or her benefits, Ms.
Alvitti added.

The bank, which adopted a fit-
ness motif to communicate the flex
plan, sent its 1,800 employees four
brochures explaining the plan. The
cover of each brochure featured a
hand-illustrated scene connoting
some form of physical activity.

"We went with a fitness theme
because we thought fitness was
keeping one's life in shape and the
program was keeping one's bene-
fits in shape,” said Ms. Alvitti.

A "fitness bag" promotional
folder-with a zipper and name tag
embossed on the cover-contained
a white gym towel with "The RIHT
Choice" printed on it, an an-
nouncement letter from the bank
president, an initial highlights
brochure and a guide explaining
the program's basic options.

"They really wanted a top-notch
communications program that re-
flected the image of the company,”
said John Hammond, communica-
lions consultant with The Wyatt
Co. in Wellesley Hills, Mass. "The
program was very high-quality and
classy."

"The theme of fithness introduces
the active role of the employee in
making a decision he or she never
had to make before. We thought
the theme of fithess was important
because it denotes activity and en-
ergy,"” Mr. Hammond said.

The video, filmed at a local
health club, combined narrative
and conversation to portray the
c 'typical” employee discussing
benefits options while enjoying the
club’'s facilities.

The objective of the video, said
Mr. Hammond, was to parallel the
process employees go through
when selecting their benefits.

"The video was very inspira-
tional and conceptual,” Mr. Ham-
mond said. "It conveyed the con-
cepts of choice and responsibility
and the general concepts of flexi-
ble benefits, not the nitty-gritties
of the new plan."

The communications program
cost Rhode Island Hospital Trust
approximately $146,000, said Ms.
Alvitti.

- Honorable mention: Barnett
Banks Inc. in Jacksonville, Fla.

Through its new FLEX flexible
benefits program, Barnett wanted
to let its 17,000 employees know
that "Barnett cares about you as
an individual, that you are unique
and that we want to be responsive
to your needs,"
Corse, assistant vp and manager of

said Catherine

employee benefits for Barnett.

Barnett communicated its new
flex plan through a series of eight
home mailings, including newslet-
ters, benefit statements and an en-
rollment package. The communi-
cations program also included a
video presentation.

"Because there was so much in-
formation, we wanted to keep our
packages bite-sized," she said.

This approach was quite sue-
cessful, according to Joe Hunt, art
director for Robert Shepherd Stu-
dios in Jacksonville, Fla., which
helped design the program. "There
was a 2% error rate on returns,
which means that the comprehen-
sion rate was really high."

"We kept the graphics as simple
as possible because there was so
much information,” he said. "The
two-fold, three-panel newsletters
had a grayish, corporate back-
ground, but the logo itself was a
rainbow color swash over the word
Flex, which was to represent the
spectrum of choice in the FLEX
program.”

The cover of each newsletter
sported a different bright-colored
box stating the number of the

newsletter and the benefit option
discussed inside.

"The communications were col-

orful and attractive and looked

like something you should retain,”

Ms. Corse said.

The newsletters showcased pho-
tographs of five employees who ex-
plained why they were choosing
a particular benefits option. The
same employees, who represented a
cross-section of the company's
workers, also appeared in the
v.deo."The objective of the video-
tape was to give information about
FLEX choices and walk employees
through the making of these
choices. In 15 minutes, we covered
FLEX from A to Z and laid the
groundwork of the plan,"she said.

Overall, "the response has been
terrific. Over 70% of our employees
made some change in their benefits
plan even though they had the op-
tion to buy the same plan as be-

fore," she said.

Barnett, which produced the
benefits package in-house in three
months' time for $175,000, pre-
tested the communication of the
FLEX plan on employee focus
groups.

- Special award: Common-

wealth of Massachusetts Group In-
surance Commission in Boston.

The state Group Insurance Com-
mission wanted to communicate to
138,000 employees in 754) locations
that changes in its benefit pro-
grams were the result =,f employ-
ees' concerns, said Tobie Atias, the
division's communications coordi-
nator.

"From the results of a three-year
survey of employees ad retirees
and studies of health care
trends. . .we are now zombining
the best features of a traditional
indemnity plan and adding more
desirable medical seruces,” she
said.

T) communicate the program,
the Group Insurance Commission
sent an introductory newsletter to
the employees' homes; displayed
''teaser"” posters at worksites;
highlighted different health and
life insurance options through an
enrollment form that rsembles a

reupaper; and held 300 meetings

and health fairs statewide to ex-

1
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plain the new indemnity plan, un-
derwritten by John Hancock Mu-
tual Life Insurance Co., as well as
other benefit options.

And to help devise the communi-
cations program-"Your Choice
'88"-the division called on an-
other Hancock unit, John Hancock
Benefit Communication Services.

"We used a bold graphics ap-
proach for our media because prior
to this time, our commi.nication
had never spoken directly to Mas-
sachusetts err:ployees. Also, be-
cause our audien.e had such a di-
verse education, we wanted
something very direct," said Peter
Mongeau, managing consultant for
John Hancock Benefit Communi-
cation Services.

"We wanted - o maintain a cost-
efficient apprach but did not
want to overlcok any members of
our audience," Mr. Mongeau said.

For example the division and
Hancock prodiced a special audio
tape for blind employees and
created a summary of the program

1 JAII
11 11

in four foreign languages so that
foreign employees could learn
more about their benefits.

A 13-minute video, sent to all
750 locations and shown at the
health fairs, introduced the new
indemnity plan. The video featured
a range of state employees, from
Gov. Michael Dukakis to traffic of-
ficers to snow removers.

"VWhat was attractive to the em-
ployees who saw the video was that
they recognized many faces," Ms.
Atlas said. As the camera panned
employees and members 6f the
medical profession at work, a
voice-over explained the features
of the medical plan.

"The communication has
prompted a good amount of in-
quiry. People have become more
astute consumers in their choice of
health care, which is what we
wanted," Ms. Atlas said.

The program took 21h months to
produce and cost approximately
$304,000, according to Ms. Atlas.

-By Lauren Sinai
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Will the health care develop-
ments of the future have more to
do with saving money than with
saving lives?

At the rate medical costs are
rising, there's no telling how far
a company will have to go to
save money.

That's why CIGNA is doing
something different. At the
CIGNA companies, we firmly
believe that the quality of
health care must not be re-
duced along with costs. Last
year, we saved our clients over
$600 million through our medical
cost containment programs. And
that's in a year when national
health spending increased
dramatically.

Yet we demonstrated that
we're equally committed to pro-
viding high quality care. Our
case management approach,
for example, not only reduces
costs, but can actually improve
the quality of care. We may rec-
ommend transferring a patient
to a special facility that costs
more on a daily basis, but be-
cause that patient is receiving
more appropriate care, the stay

is shorter and the net cost is less.

While a Unew" concept to most
companies, case management
has been in practice atthe CIGNA
companies for over 17 years. In
fact, we're the top provider in the
U.S. for medical management
and rehabilitation services.

And since we're a single source
for a full spectrum of medical
care and dental options, we
can help companies plan very
cost-efficient programs. Programs
ranging from HMOs to group
indemnity coverages to plans

that combine the advantages
of both.

At CIGNA, we're as concerned

about the right care as we are
about the bottom line. And we

can help you with both. \Akite the
CIGNA Companies, Dept. R15,
One Logan Square, Philadelphia,
PA 19103.

Striking the right balance be-
tween managing costs and main-
taining high quality health care.

It's one more example of CIGNA's
commitment

to personalized
service to C I G NA

business.



Sometimes we can

see trouble coming.

Evenwhenyoucant.

Agents & Brokers E&O
with built-in loss protection.

Shand Morahan has been a continuous

. market for insurance agents and brokers
professional liability for almost 20 years.
In that time we have developed unique
expertise in this area, in both underwrit-
ing and daims management.

An exclusive advantage of our cover-
age is our loss avoidance program: each

year many insure(ls are visited by a Shand plus lines brokers and life insurance
Morahan liability specialist. During this agents. Contad us today for more
"safety check/ potential problem areas infomiation.

are often spotted and solutions proposed.

Result? Lawsuits are kept at a minimum

and you have the on-going confidence

of a sound liability program from year Shand MOrahan
to year. ) ) Sband Moraban & Company inc.
This coverage, written on a claims Sband Moraban Plaza

made basis, is available to insurance Evamton IL 60201 312 866-2800
agents, managing general agents, sur- Professional Liability and Specialty Insurance
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Suits [gnore many facts

By Fred R. Marcon
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the largest-has enough data of its own to

I T [S ABUNDANTLvV CLEAR that state attorneys insurance, for each class of risk and for each

general chose to ignol e applicable laws and
pertinent facts in alleging a conspiracy to restrict
coverage under the «,implifled commercial general
liability program promulgated by the Insurance

territory
ISO's pooled data base of insurers' losses,

with various segments of the Industry Some of
confidently forecast its future losses for each line of those changes increased, some decreased and some

clarified coverage Reinsurers were only one of the
industry segments whose views were publicly
requested and taken into account, and many CGL

as

sanctioned by both state and federal law, helps each policy revisions expanded, rather than decreased,

insurer estimate future losses and establish prices

Services Office Inc At the very least, the attorneys so that they are accurate and fair to the buyer and

general's actions will result in an incredible waste
of taxpayers' and insurers' money-and a massive
diversion of government and insurance industry
talent-as participants in the Industry defend
themselves from charges that, from ISO’'s
perspective, are completely unfounded and totally
without merit

Among the laws that the attorneys general
ignored

including general liability insurance

the public Interest-substantially exempts state
regulated insurance matters from federal antitrust

law

When Congress passed the 1945

the seller. Access to ISO's data base enables new

Speaking out

companies to enter the business, established
companies to expand into new lines, classes or
geographic areas, and all companies to determine

coverage

The suits ignore the fact that ISO is licensed by
state insurance departments, subject to their
examination, and expressly authorized by state
statutes to obtain insurers' cooperation in
developing common policy language

The suits ignore the highly fragmented structure
of the property/casualty industry and the intense
competition among insurers Economic experts,
including those at the U S Department of Justice,

their prices with greater confidence By improving have acknowledged that such characteristics make
« States' statutes on the regulation of insurance, the accuracy of insurers' individual loss projections it all but impossible for insurance industry

and prices, ISO's data base reduces the contingency participants to carry out the kind of

» The federal McCarran-Ferguson Act, which-in margin needed in insurers' rates for possible

ludgmental errors

anti-competitive conspiracies alleged
Many of the attorneys general involved in the

Given those pro-competitive, consumer benefits of suits have disagreed with the insurance industry's
industry cooperation in developing common policy positions in favor of civil justice, reform and the

language, all proposals to Congress to repeal or

McCarran-Ferguson Act, it reserved state regulation amend the McCarran-Ferguson Act have failed

of insurance and recognized the pro-competitive
consumer benefits of permitting insurers to
cooperate-sublect to state regulation-in
developing common policy language and in sharing
information about losses Consumers almost
universally acknowledge that they derive
substantial benefits from common policy forms,
which permit comparisons among insurers on
unique policy features and price

Legislators continue to recognize the benefits of

permitting insurers to cooperate subject to state
regulation

consumer advantages of the McCarran-Ferguson
Act Notwithstanding the harassment and expense
associated with the suits, the insurance industry
cannot be intimidated into settling for public policy
outcomes, advocated by the state attorneys general

Yet the attorneys general's complaints ignore the and their trial bar supporters, that are not in the

states' heavy regulation of the property/casualty

best long-term interests of the public we serve For

insurance industry and ISO's activities as a licensed ISO, that means we will continue to provide services

rate service organization The attorneys general
ignore the regulatory scrutiny given the
development of the new CGL policy program, and

R C Riley, a member of the executive committee they ignore the regulatory acceptance of the

of the Independent Insurance Agents of America,
has repeatedly noted "It's very critical to us and
our customers that we have a benchmark form to
compare coverages "

Common policy forms also permit the pooling of
compatible loss statistics None of the 3,500
property/casualty insurers in the complex and
highly competitive insurance industry has more

claims-made CGL policy in all but six states

The suits ignore the fact that ISO's development
of the new CGL program reflected changes proposed
by all industry interests regulators, buyers, brokers
and agents, as well as insurers and reinsurers Those
changes were variously proposed at multistate
public hearings, at more than two dozen individual
state public hearings held by regulators and at well

than 10% of the business, and no insurer-not even over a hundred separate meetings that ISO arranged

to our participating insurers to promote

competition, enhance efficiency and lower costs, all »

of which benefit the public that insurers serve S.
6

Fred R Marcon ts president of Z
the Insurance Services offlce Inc
m New York, the
1[™I| property/casuatty insurance
tndustry's statistical, policy and
-":Wit/L Tatemaking organzation
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ASK A BENEFITS ACTUARY

Maintenance of effort’

cuts retiree plan savings

A

How will the Medicare
catastrophic legislation affect
our retiree medical plans?

Medicare has been expanded to

COVer new BRRRAS-ARtkedmora

ller portion of r medical
benefits. However, the legislation
- includes "maintenance of effort”
requirements that could result in
no employer savings, at least in the initial years of
expanded Medicare coverage.

Medicare's hospitalization coverage-Part A-has
been expanded. For hospitalization, Medicare
beneficiaries will have to pay annually only one
deductible-estimated at $564 in 1989-and
coinsurance amounts for hospital stays longer than 60
days are eliminated. There also will be no limit on the
number of covered inpatient hospital days, though a
limit on inpatient psychiatric hospital services has been
retained. Skilled nursing facility and hospice benefits
also have been expanded. These changes all take effect
for services provided on or after Jan. 1, 1989.

Medicare Part B benefits also have been expanded.
After a beneficiary has incurred out-of-pocket Part B
covered expenses-outpatient care, for exampl-in a
calendar year that exceed the new catastrophic limit,
Medicare will pay 100% of the reasonable cost for

additional services and no further deductibles and

coinsurance amounts will be required.

Out-of-pocket Part B covered expenses include the
Part B $75 deductible and the 20% coinsurance
required. In 1990, out-of-pocket expenses would be
capped at an estimated $1,370. The limit would be
indexed so that a constant percentage of
beneficiaries-estimated at 79-would be eligible for
benefits as a result of the catastrophic limit. These
expanded Part B benefits would be effective for
services on or after Jan. 1, 1990.

Beginning in 1991, Medicare will cover all
prescription drugs. Most drugs will be subject to
coinsurance and deductibles, but a few will not. The
coinsurance level for prescription drugs in 1991 is 50%,
40% in 1992, and 20% thereafter. The deductible is $600
for 1991 and $652 in 1992. After 1992, the deductible
will be indexed so that approximately one out of every
six beneficiaries will exceed the deductible limit.

Congress enacted the "maintenance of effort"
provisions to prevent retiree plans from realizing a
windfall savings as a result of the expanded benefits.
Employers providing benefits that duplicate at least
50% of Medicare benefits under the catastrophic
legislation will have to either provide additional retiree
benefits-equal in value to duplicated benefits-or
refund to retirees the value of the duplicated benefits.
These requirements apply only for 1989 in the case of
Part A changes and only for 1990 in the case of the Part
B changes. They apparently do not apply to
prescription drug benefits. Where a collective
bargaining agreement is in effect, these requirements
will be deferred until the agreement expires.

Plan sponsors can choose a method for determining if
their retiree medical plan is subject to the
"maintenance of effort" requirements and, if so, the
value of additional benefits or a refund. One basis of
determination will be average actuarial values to be
published by the Department of Health and Human
Services. Until then, plan sponsors and their actuaries
can only guess at the requirements' cost impact.

Several factors will determine the long-term effect of
the Medicare catastrophic legislation on a particular

retiree medical plan:

« The amount of overlap between a retiree medical
plan and the new Medicare provisions will affect the
long-term impact of the legislation on a plan. Plan
sponsors providing many of the same benefits added by
Medicare legislation could have a long-term cost
savings.

* The method used to coordinate the plan and
Medicare payments will affect savings. Plans using a
"carve-out" approach may have greater long-term
savings than a plan using a "coordination of benefits"
approach.

« The "maintenance of effort" provisions are only
to be in effect for one year. However, HHS is to
publish average actuarial values for four years.

Would you like advice from an experienced colleague
on a risk management, benefits management or actuarial
problem? Four features in the Perspective section of
Business Insurance can help.

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

This month's column on actuarial
issues in the benefits field is written
by William J. Miner, an actuary with
The Wyatt Co, in Chicago. Richard E.
Sherman, a principal with Coopers &
Lybmnd, ansivers actuariat questions in
the casuatty field. Susan M. Werner,
director of risk management at Hardee's
Food Systems Inc., answers risk
management questions. And, Joseph W.
Duva, director of employee benefits at
Allied-Signal Inc., answers beneAts
management questions. Mr. Miner's and
Mr. Sherman's columns appear alternately on the first
Monday Of each month. Mr, Duva's and Ms. Werner's
columns appear alternately on the second Monday of each
month. Mr. Miner's next column will appear in October.

Address your questions to ASK, Business Insurance,

740 N. Rush St., Chicago, m. 60611. Please give tls your
name, title and employer; however, Business Insurance
will consider unsigned letters.

Mr. Miner

Benefits cut for failure to seek treatment

The Supreme Court of Wyoming has
upheld the termination of workers
compensation benefits for the failure to
report for court-ordered alcohol
detoxification treatment.

Some seven years after Marvin
Hanberg's compensable injury, his
employer objected to additional benefits.
After a hearing, a trial court found that
his alcohol problems retarded his
recovery.

Rather than terminate benefits, the
court ordered Mr. Hanberg to enter an
alcohol detoxification program.
Arrangements were made for his
admission. He was directed to contact
the state compensation division if the
schedule caused him any problems.

Not only did he fail to report as
directed, but he also did not report any
conflict. After another hearing, the court
terminated his benefits.

The appellate court said that since
compensation law gives authority to the
trial court to disallow compensation, it
follows that the court can also impose
conditions on the payment of the claim.

"The power to do the greater includes
the power to do the lesser," the court
observed. The court was satisfied here
that the evidence supported a
determination that Mr. Hanberg's failure
to report for treatment without notice
was more than an occasional thoughtless
act, thereby justifying termination of
benefits. Hanberg vs. World Wide

Construction, Supreme Court of
Wyoming, Aug. 14, 1987
(Bl1/04/Aug.-$10).

Legal bridfs

Intentional discrimination

Does public policy prohibit recovery
under an insurance contract for losses

paid by a policyholder as a result of
acts that amount to intentional
discrimination? In a case of first
impression in Florida, a state
appellate court ruled that it did not.

Ranger Insurance Co. issued a
liability insurance policy to Bal
Harbor Club Inc. that provided
protection for personal injury liability.

In 1981, Phil and Rona Skolnick
purchased unimproved real property
in the residential section of the club.
The property was subject to a deed
restriction that prohibited use or
occupation by "anyone not a member
of the Caucasian race, or having more
than one-fourth Hebrew or Syrian
blood." The property also could not be
sold to anyone who was not a member
of the club.

The nationality restriction had
lapsed in 1968, but the requirement of
club membership still operated
effectively to preclude the Skolnicks
from having unfettered ownership and

use of the property. They applied for
membership, but the application was
returned as "incomplete." They
resubmitted a completed membership
form but also brought this suit.

Ranger undertook to represent the
club under a reservation of rights. A
$25,000 settlement was negotiated,
which the club was obligated to pay.
However, Ranger contended that
public policy prohibited enforcement
of the contract. The trial court ruled
for the club.

The appellate court concluded that
allowing recovery on the contract of
insurance here did not limit or
infringe upon the constitutional rights
of either party or the victims of the
discrimination. The court said that

allowing insurance coverage for acts
that amount to discrimination does
not validate or encourage such actions.
Ranger Insurance Co. us. Bat Harbor
Club Inc., District Court of Appeal of
Florida, June 9, 1987 (Bl/04/May-$10).

Employer tort alleged

An intentional tort allegedly
committed by an employer against its
employees was not covered by
insurance that provided protection for
bodily injuries "neither expected nor
intended" by the employer, the
Supreme Court of Ohio ruled.

Wedge Products Inc. was issued a
general liability insurance policy by

Hartford Equity Sales Co., d/b/a
Hartford Fire Insurance Co., effective
July 1, 1974, to July 1, 1981. The
policy provided coverage for bodily
injuries resulting from an
"occurrence," which was defined as
"an accident, including continuous or
repeated exposure to conditions
neither expected nor intended. . . ."
During the policy period, two
employees of Wedge sued for personal
injuries sustained in separate punch
press accidents. Both employees
alleged their injuries resulted from
intentional torts committed by Wedge.
Wedge notified Hartford, which
declined to defend either suit. In this

proceeding, Wedge sought a

declaration that Hartford owed it a i
duty to defend. The trial court ruled '

for Hartford.

The appellate court said that it was i

unable to discern any possibility of
coverage under the policy. According
to the court, intentional tort consists
of a two-prong test: an intent to injure
another or the belief that such injury
was substantially certain to occur. The

court said that public policy is 1
contrary to insurance covering j

iNmntentiomal torts._

Hartford was found not bound to
defend Wedge.

Wedge Products Inc. us. Hartford
Equity Sales Co., Supreme Court of
Ohio, June 17, 1987 (B1/01/May-$10).



Purina helps new workers

By DONNA DiBLASE

ST. LOUIS-Ralston Purina Co.
hopes that benefits are no longer a
puzzle for employees of its recently
acquired Eveready Battery divi-
sion.

The St. Louis-based consumer
products giant made a special ef-
fort to communicate' to Eveready
employees the new benefits avail-
able under Ralston Purina's health,
life, disability and retirement
plans.

Along with typical benefits com-
munication media like handbooks
and a video, Ralston Purina distri-
buted to employees a cardboard
puzzle emblazoned with logos rep-
resenting different benefits and the
company's familiar red-and-white
checkerboard logo. Corresponding
with the theme of "Putting it all
Together," the puzzle includes
simple instructions that enable
employees to fold the cardboard
into a cube.

"We wanted to help the
Eveready group understand our
benefits and to reinforce that they
weren't going to be harmed by the
merger"” of Ralston Purina and
Eveready, explained Judy Hoff-
man, manager of savings plans and
communications for Ralston
Purina.

The project was awarded first
place in the special projects cate-
gory of the 1988 Business Insur-
ance Employee Benefits Communi-
cation Awards competition.

The company decided that to

keep its benefits administration
consistent and to help the
Eveready employees feel like a part
of Ralston Purina, it would extend
its benefit program to the 5,500
Eveready employees effective Jan.
1, 1988. Ralston Purina has a total
of 17,500 employees in 183 loca-
tions nationwide.

"The more we thought about
how to communicate their new
benefits to the Eveready employ-
ees, the visual that kept coming to
mind was that of a puzzle,"” said
Joan Bingley, a consultant for Lin-
colnshire, lll.-based Hewitt Asso-
ciates, who worked on the project.

"We wanted to put the puzzle to-
gether for employees, giving them
a general understanding of each
new benefit and showing them how
the pieces would fit together to
form a comprehensive program,"”
she said.

Using the "Putting it all To-
gether" theme, Ralston Purina and
Hewitt produced the puzzle, a col-
orful benefits booklet and a video
to introduce the benefit program to
Eveready employees.

In addition to introducing Ral-
ston Purina's benefits, the commu-
Nnication materials introduce the
Logos the company already used to
represent its different benefit
plans:

= An apple denotes information
about the company's medical and
dental plans.

= A cracked egg represents the
company's disability benefits.

= A red rose represents group
life insurance and survivors' bene-
fits.

= A white rose denotes the uni-

versal life insurance plan.

- A fish indicates the company
pension plan.

= An acorn accompanies infor-
mation about the 401 (k) savings
plan.

"Ralston Purina's existing logos
for benefits communication were
used to help Eveready employees
easily identify future communica-
tions on different benefits,” Ms.
Bingley of Hewitt explained.

Employees saw a 14-minute
video and received their booklets

and puzzles at meetings in October
1987.

As the video opens, an employee
is called away from her desk just as
she is about to assemble her Ral-
ston Purina benefits puzzle cube.
After she walks away, two mini-
ature spokesmen appear on the
desk, walking over to the puzzle
and fretting that "she didn't put it
together yet."

The puzzle on the desk resembles
the one Eveready employees re-
ceived. Unassembled, the puzzle is
a T-shaped piece of cardboard di-
vided into colorful squares. In each
square is the graphic logo repre-
senting each of Ralston Purina's
benefit plans. On the flip side is
the company's checkerboard logo.

The video spokesmen explain

Continued on page 30
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Financial, food firms share the honors

Runners-up in the special projects category are:

« Second place: BankAmerica Corp. in Sah Francisco.

As BankAmerica employees retired, the bank holding com-
pany wanted to better communicate its appreciation to them
as well as better explain its retirement benefit package. To
fulfill this objective, BankAmerica replaced its 28-piece,
densely written communications package with a more easily
understood, streamlined version.

"We wanted to create a rapport and a sense of caring," said
Robin Welling, BankAmerica's public relations officer.

"The old package had no unifying theme to guide the
reader through the morass of details," she said, adding that
retirees "required repeated one-on-one coaching from retire-
ment counselors to wade through the material."

Simple language and layout were key to making the new
package easy to use, Ms. Welling said.

Also, because "these were lean times for the company"-at
the time, BankAmerica was fending off a corporate takeover
attempt by First Interstate Bankeorp-the new package had
to "walk a narrow line: well-done, but not extravagant," Ms.
Welling said.

The package, which was prepared in-house, contains an
introduction to retirement benefits; a guide to various pen-

Ralston Purina

Continued fom page 29

that Eveready employees will have
comparable benefits under the
Ralston Purina plan. They also
point out that while the Eveready
health plan provided first-dollar
coverage and Ralston Purina re-
quires employee cost-sharing,
other benefits like the 401 (k) sav-
ings plan and pension plan im-
provements offset the costs.

"Ralston wanted to get the mes-
sage up front that there are new
benefits," Hewitt's Ms. Bingley
said.

The video spokesmen then walk
around the desk, stopping at each
logo to generally explain the fea-
tures of various benefits.

After explaining the pieces of the
benefit plan, the spokesmen as-
semble the puzzle, forming a cube
covered with the six colorful bene-
fit logos on the inside and the
checkerboard logos on the outside.
The cube also can be assembled
with the benefit logos on the out-
side and the checkerboard logos on
the inside.

The cube, which is packaged in
the benefit booklet, was designed
to help employees think of their
benefits as a comprehensive pro-
gram, as well as help them feel like
a part of Ralston Purina, Ms. Hoff-
man said.

The company's basic benefits in-
clude a comprehensive medical and
dental plan, both subject to utili-
zation review; long-term and
short-term disability coverage;
group life insurance, of which the
first $10,000 is company-paid;
group universal life insurance, to
which the company makes no con-
tribution; a defined benefit pen-
sion plan; and a 401(k) plan offer-
ing a company match of 50 cents on
the dollar on the first 6% of salary
deferred to the plan and a choice of
three investment options.

Employees also can have their
monthly contributions to various
benefit options deducted from
their paychecks on a pretax basis.

The booklet also includes a deci-
sion guide to help employees
choose their coverage levels.

In addition, a savings plan esti-
mator helps employees project the
growth of their 401 (k) savings
based on their own contributions
and company matches.

Employees receive detailed ben-
efit handbooks and enrollment
forms shortly after the booklet.

The communications project
took about two months to produce,
Ms. Hoffman said, though she de-
clined to reveal its cost.

"I do think we accomplished all
of our goals with this program and
| think that the program was very
well received by employees," she
said.

Along with Ms. Bingley, other
Hewitt consultants who produced
the program include Tom Kibbe
and Sue Gaubat=. 1

RE: Medical Claims Pay

beer/
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sion plan distributior options and their tax implications; ari
retirement forms.

BankAmerica distributes the materials over a four-month
period preceding a p erson's retirement, which "avoids over-
whelming retiring employees with all of the details at once.
gives them time =o consid€r complex issues and formulate
meaningful question s, as well as get answers before the
deadline for making decisions arrives," Ms. Welling said,

The package, whicn cost $60,000 to produce, has reduced
the number of requests for one-on-one retirement counseling
and counselors' travel expenses by 90% and streamlined in-
ternal paper processing, reducing operating costs by 15%, Ms.
Welling said.

"The cornerstone of the project was understanding the all-
dience and getting them involied," she said.

"Your Retirement Package" took eight months to develop
and is distributed arnually to about 80C retiring employees
throughout Californi a.

« Third place: A tie between rhe Pillsbury Co. in Minne-
apolis and Sovran Financial Corp. in Norfolk, Va.

Concerned because many c. its lower-paid, younger work-
ers were not participating in-and in some cases unaware
of-an employee savings plan Pillsbury increased the invest-

ment options in the plan ard ser: out "message packs."

Beeaus€ the major.ty of emplo gees already knew about the
company's savings plan and previously had received a de-
tailed description, " Ar€ took the market approach, which fo-
cus Ed on increased particitation instead of education on plan
details," said Anne Eckland, one of three .onsultants with
Lincolnshire, lll.-Eased K.€witt Associates who helped Pills-
bury with the projee:.

A novel feature of the -Sign Up and Save' campaign was a
contest that offered mere than two-dozen prizes-from vi-
deocasset:. recorders to 1 3-speed bikes-to new participants
in the piar- and current participants who increased their sav-
ings levels.

The "message pack ' ec-r:sisted of a fold-out brochure and
ma.ching poster with separate sections describing the plan;
an er-rollment form .tat also serves as a contest entry card; a
calculator slide that et:mates t.x-deferred savings based on
contributions and ma:ching fun -s; and a return envelope.

E ecause tn€ campaign tsrgeted the younger employee, "we
used upbeal marketing-riented materials with fewer details
and brief copy, splashy graphics and fun slogans," Ms. Eck-

land said.

Continued on page 31
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EBC entries reflect employers’' concern

By LAUREN SINAI in-house, Ms Drachman said ployee," she added

'The rationale taken by a company to address "These were creative programs, Moie communication projects
well-planned and not always big- involving flexible benefits pic,
budget items Big budgets c an grams-whether helping to to in

Employers are making strong ef-

forts to show they are zor_Derned changes-either positive or negative changes
about the Keli-being of their em-

lovees and to holf workers ie- affecting the employee-to its benefits program sometimes get in the way of the ef- troduce new flex plan<. or as pat 01
ploy . o . . fectikeness of communication," a "continuing education"” of al-
lect the correct benefits, en Lries in produced a human, caring attitude toward Ms Drachman said ready-established plans-weie en
this year s Busine,3 Insurance Em- change,' says Bl's Ronnie Drachman. Companies with well-thought- tezed in this year s compelitior

ployee Benef_ts Commin, zation
Auards competition snow

An ' owrall sense of ciling and

out designs that stated their pro- than in any of the 15 previous
grams' objectives "seemec to get a competitions, said Ms Drachman
better response from theit employ- This year's competition also at-
04’ sharing of lesporsibilities be- fecting the emp.ojee-to its bene- "We are seeing more and more ees," Ms Drachman said "This tiacted the largest number of en-
tween emp_oyer and e"nployee" fits program produced a human, companies that arc realizing the probably means a lot less work for tries ever-229 submissions in slp
were two dominant themes dis- caring attitude toward change," Investment in effective, profes- the administrator When the mes- categories booklets, personalizec
played ir. entries tr ttls year s Ms Drachrran sale sional communication-pieces that sage is clear, employees are much correspondence, audio-visual pie-
compention, said Ronnie Drack- And, employets reflected this, at- were designed as opposed to pho- more informed about cost-efficient sentations, multimedia progams
man, BIl'., director oi comminica- litude through the tone of their tocopied with the attitude of Just utilization of benefits programs special projects and total benefits
tions, who coordinated the compe- audiovisual programs and through having to get the mformation into and know what direction orr action progi ams
tition with 11-,e help of Barbara the creation of employee benefits employees' hands,” Ms Drachman they need to take "229 is the number of differenl
Dalton, Bl conference registrar telephone hot lines, colorful and explained "Ultimately, effective communi- programs that were judged, nol
"The rationale taken by a com- sophisticated print designs and An increasing number of pro- cation results in having a more the number of companies thal
pany to iddress changes-eitber reader-friendl> copy, Ms Drach- grams-including several award- cost-efficient benefits program, for pa | ticipated Several com-
positi#e or regative changes al- man said winning programs-were produced the employer as well as foi the em- Continued on page 31

Special projects

Continued from page 30
The campaign elicited "a vorb
good response," she said, notinE
that 1,386 of the 2,369 employee
responding joined the plan for thc
first time, while the other 983 ie
spondents incleased their contri
bution rate
The $54,000 project took tw(
- - months to pi oduee and was distli
buted to 19,000 eligible employees
In its special communicati}n
project, Sovian goes a step farthei
than many other companies trying

by paying employees a percentagf
- - of any erroneous billings they de
teel It supplies a pre-printed jour
nal to help workers track theii

[ @ ] [ a> T O O N .
hospital caie and awards bonuves
FCMr_:542=|-. V.,--- - _ D to workers who use it
Date - L. e Dubbed the "Very Smart Pa
-i imo O-: 4—5,— tient,"” the program was introducec

containment effort

WHITLE YOU WERE OUT =j 5, | as part of Sovran's midyear cost

"A pilot test indicated that thi
VSP Journal makes It much casiei
_ _—*==EZ— for patients to record and remem
A,re:) Coe*V Numbtor ber the care they receive while hos

J1/*C/*rf pitalized," said C Bruce McCaskil
-- Jr , a Sovran senior vp

=. O Developed by CLS Communica

' ,40/ 10 SEE YOU - tions Inc of New Buffalo, Mich
RETURNED YOL% ° A'rl-"4 ) the 16-page journal enables pa

- R . tients to tiack up to six days (thE
-3, . -,4-: nationwide average) of hospita

25'ED

stays
Patients record the full range of
care on one-page forms by simplb
checking the appropriate box Ad
'48- Xe" ditional forms are provided so pa
tlents can record how they feel anc
s —_ i "—A—il—-"1 —/ Al evaluate the care they receive, as
well as lot down personal notes
"Most patients who feel wel
Killl | M 111 LIFfe1 :l1 gel zla i I« j enough to see visitorS, answer the
phone and write a thank-yol
note can use the journal," saic
Susan B Keener, a CLS staffei anc
Y - = = a registered nurse
Other components of the Sovrar
<9— cost-containment effort, "Thc
Team Progiam,"” included "Healtt
T CarelLine,’ "Baby Bonus" anc
JLT "The Team Flash " They were de
12 signed by the Washington, D C
office of The Wyatt Co , whid

1.4/ shaies the award to Sovran Wwitt

1FJO.

.4 =~a cLs
The Health CarelLine brochurf
explained a health cate hot linc
and managed care scivicei Thc
* e T . s .
1 4 O(( 7 Baby Bonus mateiial explainec
— how to claim a $150 bonus for ma
57 37/1 ternity stays of two days O1 less
14 — The Team Flash was a bulletin
i, kit — Initial employee response to al
[ the programs has been positive
and Sovran 19 optimistic that em
Jon ployees will take advantage of thi
1 programs, said Mr MeCaskill
Sovran declined to reveal thc
cost of the campaign, which tool
eight months to develop
The brochures were distributec

were enrolled in the company’
plan with Blue Cross/Blue Shield
-By Collin Nas/1
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CRUSADER

INSURANCE CONPAANY

CONSIDERING PROPOSALS

Including, but not limited
to tbe following:

- Brokerage Lines | Purchasing Groups

- Specialty Lines | SIR Programs
I MGA Programs = Risk Retention
Admitted or Non-Admitted

Contact: Jim White

PHONE 818 713-8600

PO. Box 4300 - Woodland Hills, CA 91365-4300 - FAX (818) 713-9228

If you were paying the bill
could you answer these questions?
How much did it cost?

Were the prices fair?
Were the services appropriate?

If you're like most health benefit managers, you need

answers.

That's where we come in. We know how to take what
you have-claims data-and find the answers. Our
nationwide data services, systems and consultants give
you the benefit of medical expertise for determining
what is medically necessary. Extensive norms and
databases for making valid comparisons. And 12 years
of experience in addressing health benefit issues. Our
major data analysis services:

* Medical Claims Analysis

» On-Line Access & Modeling
- HMO & PPO Evaluations

- UR Vendor Evaluations
= Disability Claims Analysis
- Small Area Analysis

« Community/Coalition Projects
- Statewide Data Collection

With these services you can pinpoint past problems.
Explore solutions. Forecast savings. Monitor present

EBC entries

Continued from page 31
panies participated in multiple ca-
tegories," Ms. Drachman said.

Entries were scored on five basic
criteria: objectives, strategy, con-
tents, presentation and effective-
ness. The entire judging process
took approximately three to four
weeks, said Ms. Drachman.

For example, Reader's Digest
Assn.'s "Benefits Kaleidoscope"
took first place in the total benefits
program category because it "was
the most complete in terms of unity
of components,” Ms. Drachman
explained (see story, page 20).

"In every respect-depth of con-
tent, graphic device, written style,
organization of material-the com-
ponents all connected to the kalei-
doscope theme and followed a to-
tally logical pattern for
explanation and understanding,”
she said.

In addition to first-place and
runners-up awards in each cate-

'The expense of
shooting in color is
not always

necessary,’ says

Ronnie Drachman.

gory, two honorable mentions and
two special awards were given this

year.
Barnett Banks Inc. received an

honorable mention for its total
benefits program introducing the
Jacksonville, Fla.-based em-
ployer's new flexible benefits pro-
gram. Barnett was recognized for
the well-developed execution and
overall presentation of its pro-
gram, which encouraged participa-
tion, Ms. Drachman explained.

In addition, a special award for a
government entity was given in the

total benefits program category to
the Commonwealth of Massachu-

programs. And model future plan changes. All using
your ACTUAL data. Not ACTUARIAL "guessti-

mates."

In other words, we supply ANSWERS. Call today!

1 (800) 824-3882

FREE INFORMATION

To receive four free flyers on }IRM's data
services, fill out this form and mail to us.

NAME

TITLE

STREEr

crry STATE, ZIP

PHONE

Marketing Department

ORGANIZATION

HEALTH RISK MANAGEMENT, INC.

8000 W. 78th Street
Minneapolis, MN 55435

HRM

TOGETHER WE CAN MAKE
A HEALTHY DIFFERENCE.

©Copyright 1988. Health Risk Management. inc.. Minneapolis, Mir.nesota. Services include health data analysis. benefit plan consulting, utilization review.
provider pricing/PPO management, large case management. mental health management. claims processing and employee benefit communications.

setts Group Insurance Division for
its program promoting its its new
indemnity health care plan and
other benefit options to 138,000
employees in 750 locations
throughout the state.

A special award also was pre-
sented in the audio-visual presen-
tation category, where entries took
approaches ranging from tradi-
tional, factual narrations to crea-
tive and entertaining productions.

St. Louis-based Monsanto Co.
received the special award for its
spoof on the television series
"Dragnet,” titled "Benefit-Net."

The black-and-white video fea-

tured Sgts. Monday and Friday of
the Monsanto Benefits Division in-
vestigating the company's benefits
program and answering employees'
questions about their benefits op-

tions.

"Monsanto made the successful
attempt to take communication of
benefits past the traditional, 'this
is what you have to know' ap-
proach,” Ms. Drachman said.

"The judges' panel gave it a spe-
cial recognition and noted how ef-
fective the use of black and white
could be in the right environment.
The expense of shooting in color is
not always necessary,"

"The scenario adapted itself to
black and white and it would have

she said.

been a waste of expenditure if
Monsanto had used color.”

VWR Corp. of Seattle received an
honorable mention for its booklet
explaining the chemical distribu-
tor's preventive medical services
program. The VWR entry was the
only booklet submitted that dealt
with the subject, Ms. Drachman
explained.

The entries in the 1988 Business
Insurance Employee Benefits Com-
munication Awards competition
were judged by a panel of 16 ex-
perts from the corporate benefits,
audio-visual, marketing and per-
sonnel communities.

This year's judges were:

- Marty Alter, president of Alter
Communications Inc. in Brooklyn.

< Lowell Cohn, a private crea-

tive consultant based in New York.

» Rick Cummings, manager of
benefits for Ladd Petroleum Cor-
poration in Denver.

- Sherry Dworski, director of
public relations for Wesley, Brown
& Bartle, a management, consult-
ing and executive search firm in
New York.

« Susan Field, benefits manager
of The Rouse Co. in Columbia, Md.

« Chris Frohock, marketing ser-
vices director for Advertising Age
magazine in New York.

« Carol Holding, vp and man-
agement supervisor for Siegel &
Gale, an advertising agency in New
York.

- Ellen Hughey, vp and director
of benefits for Bankers Trust Co. in
New York.

= Charles Ingram, corporate in-
surance manager for Smith &
Nephew Inc., a manufacturer of
medical, personal hygiene and ad-
hesive tape products, in Elk Grove
Village, Ill.

= Concetta Kluscik, manager of
group marketing and communica-
tion for U.S. Life Insurance Co. in
New York.

< Claire Kostbar, assistant vp
responsible for public relations

and employee communications at
Intere Intermediaries Inc. in New
York.

= Doris McGill, account super-
visor for Dolphin Design in Rocky
Point, N.Y

» Susan Nagengast, vp-market-
ing communications at Mid-Atlan-
tic Graphic Communications in
Blauvelt, N.Y.

- Bert Peller, retired vp and /

media manager for business mar-
kets for J. Walter Thompson Co.,
an ad agency in New York.

- Leslie Weber, senior personnel
manager for Florida Power & Light
Co. in Miami, Fla.

« Ira Yonker, president of Audio
Visual Projection Services in New
T e o B —
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Paragon Life offe rs investment options

A new group universal life in- ||

. tion witn only a modest copayment a new medical malpractice insur-
surance program that gives em- Products & services determined by tne specific benefit ance program for Delaware physic-
rlovees five investrment options has 1 _—_1. plan and normally requires no de- ians
been introduced by Paragon Life ductible or claim forms The Delaware Physicians Protec-
Insurance Co of St Louis safety programs may be initiated Risk Control Plus is available for Volume discounts are provided tion Plan, Introduced late last

Group variable universal life in- - Tracking specific types of ac- $5,000 Additional modules for re- and claims handling is automated month, offers limits of up to $5
surance is available as a supple- cidents for time periods before and porting injuries to the state and Flex Rx recently acquired mail- million per claim/annual aggre-
mental program to companies with after safety program implementa- Occupational Safety & Health Ad- order pharmacy hledi-Rx America gate
at least 100 employees, according tien and comparing their severity, ministration are available for Inc of Hauppauge, NY, "to better Coverage is written on a claims-
to Carl H Anderson, Paragon pres- frequency and costs $1,095 each, while a data exporting meet the needs of accounts with made policy form by Continental
ident and chief executive officer D Reviewing and analyzing acci- module that produces graphs and large numbers of beneficiaries Casualty Co , a CNA affiliate

The insurer, which is licensed in dent costs relative to budget for spreadsheets is available for $795 throughout the United States," he program is administered by
47 states and the District of Co- any user-def.ned time periods and For more information, contact said General Manager Tom AAVW Physician Plans Inc of
lumbia, has received approval to for any supervisor, department, di- Carol Kiebala, Control Software Schultz Wethersfield, Conn , a brok-
market the program in 11 states so vision or for the entire company Group, 4157 Loch Highland Park- For more information on Flex erage subsidiary of The Watson
far and has applied for approval in - Collecting and maintaining all way, Roswell, Ga 30075, 404-642- Rx, contact Mr Schultz, Flex Rx Group
the remainder, Mr Anderson said data for necessary recordkeeping 8693 Pharmacy Services Inc, 101 Kappa In addition to medical malprac-

Paragon is a wholly owned sub- and reporting of workplace acci- Drive, Pittsburgh, Pa 15238, 412- tice coverage, doctors can purchase

963-2390 general liability, umbrella and

[Nnsurance Co, a mutual insurer costs personal umbrella insurance under
ba\/?/‘?;]';ft Louis The syste-m will operate on any The Flex R.X r.hall order main Medical malpraCtlce the program. _

oup VUL, employees can IBM compatible personal computer tenance prescription drug plan fills For more information about the

spread their tax-deferred invest- using MS-DOS 2 O or higher up to a 90-day supply of medica- CNA Financfal Corp is offering Continued on page 34

ment among one, two or several of
the five investment vehicles

Switching between funds is al- 9337" jpm#V,/3' ,, . o

seseatrstibtbther amvlont they

would like to invest in each vehi-

cle The policy also is available to B 08 '"1* "= -<R#trs"

employees' spouses "l =r,: 4 + A
Managed by Los Angeles-based /. -@/0 > "

Capital Research & Management 1 - f. g —-= i

Co , Group VUL investment op-
tions include

= A growth fund of high-yield
common stocks and securities
+ A growth income fund also of - 411
high-yield common stocks and se-
curities, but with special emphasis
on dividends
+ A high-yield bond fund of in-
termediate and long-term corpo-
rate debt R v L '42*'>*A*
-AUS government-guaran-
teed, AAA-rated securities fund - >
- A cash management, or money VWhen it comes *0O
market, fund

Capital Research was selected to

manage Group VUL investments to Sel I i n g

because "it is one of the oldest and

Largest money managers, estab-
Lished in 1933," Mr Anderson ex-

plained, adding that Money maga-

group life. FEMRAT

zine has ranked it among the

top-performing mutual funds p ut th e powe r r

Under Group VUL, employees
can invest as little as $5 a week for
a minimum $25 000 term life pol- Of tl .e S u I . 1
icy, according to Mr Anderson
rhe amount deposited into the in-

vestment fund varies according to be h i n d yo u - - d # 6

age-based actuarial tables, he ex-
For example, a 25-year-old em-
ployee who purchases a $50,000 d*41 $94*1
term life policy for $260 a year will 1 M
have deposited $163 into the in-
vestment fund during the first |
year, and $196 in the second year
The investment fund deposit is f
lower in the first year of the policy
because administrative costs are
paid up-front, Mr Anderson ex-
plained
Employers that offer Paragon's

Group VUL are not required to : T Aa e

a S, = fFE e~ -

make contributions and pay no ad-
ministrative fees, Mr Anderson I
stressed "All they have to do is f 1 .
agree to payroll deduction,” he you re a broker who sells Iarger group life plans,
s=id ) ) you'll want to get the full story on Sun Financial Group.

For more information about
Paragon Life Insurance Co 's We offer the financial Strength, professional SUppOI't
Group VUL investment fund, call and attractive pricing that allow you to compete
Paragon Life for a prospectus at 1-
800-727-0124 effectively in today's corporate marketplace

Risk control software
To feel the power of the Sun for yourself,

simply contact our nearest office. Atlanta,

"Risk Control Plus," a computer
software system designed for per-

sonal computers, provides essential Baltimore, Boston, Chicago, Cleveland,
information for loss prevention, . . .
loss control and other risk manage- Detroit, Houston, Indianapolis, Los Angeles,
ment functions, according to its New Orleans, Phila-
manufacturer O 1 1 Sun
The software, developed by Ros- delphla PktSbUrgh 1 1 FinanCiaI
well, Ga -based Control Software . Seattle Tampa Vil/ Group
Group, allows the users to control ’ ’ Sun bfe of Canada and affiliates
, and San Juan Wellestey Hills, MA 02181

- Isolating and identifying spe-
cific accident problem areas so
that proper corrective measures
can be taken and appropriate
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Products &

services

Continued from page 33

program, contact Joseph S. Flynn,
President, AAW Physician Plans
Inc., 225 Spring St., Wethersfield,
Conn. 06109; 800-533-4539.

Books

"Danger! Insurance Fraud in
Progress: How to Avoid Becom-
ing a Victim," by Albert B. Lewis,
a partner in the New York law firm
of Cole & Deitz, describes the
warning signs of insurance fraud.
Copies are $80 each plus $3 ship-
ping and handling from Carriage
House Press Inc., Carriage Lane,
Barnes Landing, East Hampton,
N.Y., 11937; 516-267-8773.

"EAPs, How to Make Them
Work for You," is a handbook on
how to set up an employee assis-
tance program from Business &
Legal Reports.

The handbook, which costs
$59.95, is available on a 30-day
trial basis. Contact Business &
Legal Reports, 64 Wall St., Madi-
son, Conn. 06443-1513; 1-203-245-
7448 in Connecticut, 1-800-553-
4569 elsewhere.

"Halter's Industrial Termi-
nology for Occupational Health
and Safety Professionals,"” by
Thomas A. Halter Ill, covers more
than 100 topics and industries. The
glossary costs $30, which includes
applicable taxes plus postage and
handling. Contact Thomas Halter,
P.O. Box 4722, Grand Junction,
Colo. 81502; 303-243-5913.

The third edition of "Pensions,
A Financial Reporting and
Compliance Guide," published
by New York-based John Wiley &
Sons, is a 352-page guide, co-writ-
ten by Harold Dankner and Ri-
chard Steinberg, partners at con-
sultant Coopers & Lybrand.

The book costs $59.95. Contact
John Wiley & Sons, 605 Third Ave.,
New York, N.Y. 10158; 212-850-
6418.

An updated edition of the Di-
rectory of Preferred Provider
Organizations is now available
from the American Medical Care
and Review Assn., a trade group
representing some 500 managed
care organizations. Individual
copies of the directory, which also
includes a report on PPO develop-
ment as of June 1988, are available
for $50, prepaid. To order, contact
AMCRA, 5410 Grosvenor Lane,
Suite 210, Bethesda, Md. 20814;
301-493-9552.

Films, videos

Two videos, "Assembling a
Safety and Loss Control Pro-
gram"” and "Claims Manage-
ment: Inside vs. Outside,"” are
available from The Public Risk &
Insurance Management Assn.'s
newly formed PRIMAVISION
video tape division. Howard Tay-
lon a loss control expert and risk
manager for the South Florida
Water Management District, ex-
plains an "effective workable
safety and loss control program" to
viewers during the one-hour safety
and loss control tape. The 75-mi-
nute claims management tape fo-
cuses on the advantages and disad-
vantages of both in-house claims
management and claims manage-
ment through third-party adminis-
trators. The tape is co-produced by
Mary L DeCampli, risk manager at
Metropolitan Washington Airports
Authority, Washington, D.C., and
Jimmy Glisson, the risk manager of
Tallahassee, Fla. Each of the VHS-
format tapes costs $45 and in-
cludes outlines or other written
material about the featured pro-
gram. Contact Ron Dixon at
PRIMA, 1120 G St. N.W., Suite
400, Washington, D.C. 20005; 202-
(==X =P S K= o B

Hall opens liability unit in Denver

Briarcliff Manor, N.Y .-based
Frank B. Hall & Co. Inc. has
formed a new Financial Services
Division based in Hall's Denver of-
fice that will specialize in bro-
kering directors and officers liabil-
ity, errors and omissions and
umbrella liability coverages to
Hall's clients nationwide directly
or through various Hall offices.

Joseph E. Morahan lll, formerly
a vp with the Denver office of
Alexander & Alexander Inc., the
brokerage arm of New York-based
Alexander & Alexander Services
Inc., has been appointed president
of the new facility, and Michael E.
Schwander and Stephen M. San-
ford, also formerly vps with A&A
Inc.'s Denver office, were ap-
pointed vps of the Hall division.

Mr. Morahan is the son of Joseph
E. Morahan Jr., the retired founder

Covered by

of Shand Morahan & Co.

The Hall financial services divi-
sion office, which opened July 18,
"will have the ability to access
worldwide markets,"” noted Peter
T. Pruitt, Hall president and chief
operating officer. He added that
its three executives are experts in
the field of D&0O and E&O cover-
ages and have "done a lot of prod-
uct development” in these areas.

Hall "wanted to set up a premier
financial services unit. We think
there is tremendous growth in that
area and we wanted system-wide
capability,"” stressed Mr. Pruitt.

"This is a significant event for
Frank B. Hall. We consider this a
very important addition to our ca-
pability to service our clients and

develop new business," Mr. Pruitt
noted.

The unit is located at 4100 E.

Markets

Mississippi Ave., P.O. Box 17229,
Denver, Colo. 80217; 303-758-
7688.

Dental plan

Fort Wayne, Ind.-based insurer
Lincoln National Corp. has created
a new managed care dental pro-
gram.

The plan, dubbed Highlight, is
operational so far in Seattle, Chi-
cago and Portland, Ore., and the
company plans to expand it to in-
clude San Francisco, Los Angeles,
Washington, D.C., and Baltimore
later this summer.

By the end of 1989, the company
projects it will be operational in

Texas, Indiana, Colorado, Arizona
and Ohio.

The Highlight plan operates like
a health maintenance organization.
For a monthly capitated fee, which
varies widely by coverage, enrol-
lees receive all of their dental care
from the 990 dentists participating
in the provider network. There are
no claim forms or deductibles, but
policyholders pay copayments of
10% to 40% depending on the den-
tal procedure.

The coverage available includes

preventive, restorative and ortho-
dontic care.

The amount of dental care each
insured can receive annually, in-
cluding orthodontics, is capped at
$2,000.

"We feel that the prepaid dental
care market is where HMOs were

Continued on page 35

Some OfOur Bem
NeverSeeTl he Li

Argonaut Baltimore worke,5

To provide workers' comp and liability coverage for

About the onl
dugaround*scrape,5 to build the MTA  thing more complex,

than building a rapid transit project is insuring it.

/(fs—-1

thousands ofworkers indozens oftrades is only slightly 6 » i 414}CA- 1 #

more challenging than squaring the circle.

But we did it.With an idea.

One master program,
an owner-controlled

"wrap up," that covers

every contractor and
subcontractor on a

proj ect. And lowers

1792/1//Ced
I'limilillill519

(41™-291

Agonmt protection r..407
helped Atiant tnt,bit
system expand to 27.5 miles.
Returned premiums of over
$5 million.
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several years ago,"” said Mark
Troutman, dental care product
manager of Lincoln National. "In
the next 10 years, this market is
expected to grow from less than
5 million insureds to between 35
million and 40 million, which
would represent 25% of the dental
care market.”

The dental care HMO is being
marketed primarily to employers
with 100 or more insured lives, as
well as firms that do not already
have group life or health coverage

from Lincoln National.
For more information, contact
Lincoln National, 1300 S. Clinton

St., P.O. Box 1110, Fort Wayne,
Ind. 46801; 219-427-2000.

Delta Life expands
Delta Life & Annuity Co. has

OfDa

same thing:
Profits.

And that's the idea,

isn't it?

been certified td sell its annuity
and life insurance products in Wi-
sconsin, California, Pennsylvania
and Nevada.

These new admissions bring the
total number of states in which
Delta Life is licensed to 36, plus
the District of Columbia.

"We now have only four states
with certificates pending,” said
President Robert H. Wallace Jr.

Chairman Ben F. Ward added:
"We are now able to offer our
products to nearly everyone in the
Mid- and Southwest.”

For more information about
Delta Life, contact Mr. Wallace or
Mr. Ward, 35 Union Ave., Suite

300, Memphis, Tenn. 38103; 901-
526-8000.

Hewitt expands

Lincolnshire, lll.-based Hewitt
Associates has opened seven new
international offices in Japan,
Australia, New Zealand and Mex-
ico, bringing to 41 the total num-

ber of Hewitt offices in 12 coun-
tries.

"The expansion of our interna-
tional network of offices is an im-
portant step in the firm's objective
to be recognized internationally as
the premier firm in benefit and
compensation consulting,” said
Bill Pulliam, a director in each of
the international ventures and
partner with Hewitt.

In Japan, Hewitt entered into a
joint venture with The Cambridge
Corp.,a Japanese consulting firm
in Tokyo, to forrm Cambridge
Hewitt International.

In Australia and New Zealand,
Hewitt entered into a joint venture
with Jacques Martin Pty. Ltd. to
form Jacques Martin Hewitt Inter-
national. JMHI is based in Mel-
bourne, with an office in Sydney.
In New Zealand, JMHI is based in
Wellington, with branch offices in
Aukland and Christchurch. The ac-
tuarial services division in New

Zealand operates under the trading
name of Edward J. Jones Ltd.

premiums through reduced
claims costs.

For that kind of flexible

thinking, more rapid transit

construction projects have come to us L
than to any other insurer in the last

20 years.
And what a fresh approach does
for rapid transit, it also does for
agriculture and industry and

services. For big clients and small.
For you. Please call Michael Crall,

President, 415/326-0900.

Because no matter how varied our clients may

be, we're really always protecting the

tien is now

underw€y.
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In Mexico, Intergamma, the
Mexican subsidiary of Hewitt since
1985, has opened its second office
in Juarez. The firm's headquarters
are in Mexico City.

Other international Hewitt of-
fices are located in Belgium, Can-
ada, France, Germany, the Nether-
lands, Switzerland and the United
Kingdom.

For more information about
Hewitt contact Jean Boyle, Cynthia
Straub or Christine Seltz, Hewitt
Associates, 100 Half Day Road,
Lincolnshire, Ill. 60015; 312-295-
5000.

Travelers PPO grows

Travelers Corp. has introduced
its preferred provider organization
in Fresno, Calif.

Called Travelers Preferred-
Fresno, the plan includes seven
hospitals and more than 200 phys-
icians.

In addition, the plan includes the
Patient Advocate utilization re-

The JTst phase
of Los Angeles'
mammoth rapid

transit construe-

Argonaut

view program and the Taking Care
wellness program.

For more information, contacl
Joseph Velky, executive director,
Travelers Health Network, 770 E
Shaw Ave., Suite 326, Fresno
Calif. 93710; 209-225-6667.

Mergers/acquisitions

Rolling Meadows, lll.-based
Arthur J. Gallagher & Co. has
signed a letter of intent to acquire
substantially all of the assets 01
Braniff & Braniff Inc., a Hous-
ton-based brokerage.

New York-based Corroon &
Black Corp. has acquired the
Kaine & McAuliffe Insurance
Brokers in San Francisco. The
property/casualty agency, which
provides insurance services to
large commercial accounts, will be
merged into Corroon & Black's San
Francisco office.

Crump Re Inc., a Hartford,
Conn.-based reinsurance interme-
diary, has acquired Independence
Intermediaries Inc. of New York

and will merge its New York and

erations.

Marsh & McLennan Inc. of
New York sold its 50% equiity in-
terest in Marsh & McLennan Sun
Hung Kai Ltd. in Hong Kong to
its joint venture partner, Sun Hung
Kai Securities Ltd.

Richmond, VVa.-based Hilb,
Rogal & Hamilton Co., has ac-
quired the Benson Insurance
Agency Inc. and the Benson-Cox
Life & Employee Benefits Inc.,
both of Irving, Texas.

Aetna Life Insurance Co. of
Hartford, Conn., has acquired
Human Affairs International
Inc. of Salt Lake City, a provider
of employee assistance programs.

Los Angeles-based Maxson
Young Associates Inc. has ac-
quired the James L. Groves Co. of
Everett, Wash. This extends Max-
son Young's adjusting and claims
management services to include
workers compensation and loss
control for insurers and self-insur-
ers. Groves also has offices in Spo-
kane, Wash., and Beaverton, Ore.

New offices

Independent Insurance
Wholesalers Inc. has moved its
office to 722 S.W. 2nd Ave., Suite
340, Portland, Ore. 97204-3130;
503-224-1956.

Energy Insurance Mutual, the
excess liability insurer of gas and
electric utilities, has moved its of-
fices from Barbados to the United
States. While the company remains
domiciled in Barbados, EIM's busi-
ness now will be handled from its
new office at Bayport Plaza, Suite
270, 6200 Courtney Campbell
Causeway, Tampa, Fla. 33607;
813-287-2117.

Rollins Burdick Hunter Co.
has opened a new office at 17320
Red Hill, Suite 300, Irvine, Calif.
92714; 714-852-6554.

Thilman & Filippini has relo-
cated its employee benefits ser-
vices division to the brokerage's
home office at 150 N. Wacker
Drive, Suite 2600, Chicago, lll.
60606; 312-726-4800.

The FPE Group has relocated
its office to 1818 Diehl Road, Suite
200, Naperville, Ill. 60540; 312-
961-5585.

Crum & Forster Commercial
Insurance has moved its Omaha,
Neb., office to 1125 S. 103 St.,
Suite 570, Omaha, Neb. 68124;
402-397-0550.

Alexander & Alexander of
California Inc. has opened a sales
and service center at 4370 La Jolla
Village Drive, Suite 400, San
Diego, Calif. 92122; 619-546-4940.

Rollins Burdick Hunter of
Southern California Inc. has
consolidated its Fair Oaks office
and its Los Robles offices into a
new office at 300 S. Grand Ave.,
30th Floor, P.O. Box 712459, Los

Angeles, Calif. 90071; 213-620-
_— P —_— - -
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Ohio court expands employees' right to sue

COLUMBUS, Ohio-The Ohio
Supreme Court last month broa-
dened the grounds under which an
employee can sue an employer that
self-insures its workers compensa-
tion exposure.

Although workers compensation
is designed to provide the exclusive
remedy for workplace injuries, the
decision says an employee may
seek damages under tort law if a
self-insured employer fails to pro-
cess his work comp claim and the
employee is unable to personally
file the claim later because the
statute of limitations has expired.

The 4-3 decision rendered July
13 affirms the right of Harold VVan-
demark, a former maintenance em-
ployee at 7-Eleven stores in the
Dayton, Ohio, area, to sue Hous-
ton-based Southland Corp., which
manages the convenience stores’

The.gxecutiyes.listed in the

Directory of Corporate Buyers
represent a segment of this
powerful multi-billion dollar

Around the states

workers compensation program.

In 1980, Mr. Vandemark injured
his back while hauling a safe and
required extensive surgery. Al-
though he applied for workers
compensation benefits through
Southland, it was not until years
later that he learned the company
never processed his workers com-
pensation claim, said MaryLee Gill
Sambol, Mr. Vandemark's attor-
ney. He was paid only sickness and
accident benefits under a group
disability policy, she said.

Mr. Vandemark was forced to re-
turn to work before fully recu-
perated; he re-injured himself and
subsequently was terminated,
court papers allege. He became to-

tally and permanently disabled as
a result of the workplace injury
but was unable to "reopen" his
workers compensation claim to
seek additional benefits because
his injury was never recorded with
the state's Bureau of Workers'
Compensation. And, the statute of
limitations for filing the claim has
passed, said Ms. Sambol, an attor-
ney with Sambol, Walker & Asso-
ciates in Trotwood, Ohio.

As a result, Mr. Vandemark now
is seeking $300,000 in compensa-
tory damages and $100,000 in pu-
nitive damages from Southland.

However, Southland argued that
a 1955 decision requires employees
working for self-insured employers

7,

Who spends O-ue r J

A402BILLION

annually on property/casuatty & grbup benefit premiums?

pdated 2nd £xpanded. e,

information on more than 2,200
companies of all sizes located
throughout the U.S.

to bear the sole responsibility for
filing a workers compensation
claim, said Southland attorney
David F. Rudwall with Bieser,
Greer & Landis in Dayton. He also
argued that Mr. Vandemark's
claim should be barred because it
was filed after the statute of limi-
tations expired.

Southland's argument was ac-
cepted by the Common Pleas Court
in Dayton, but it was rejected by
both the 2nd District Court of Ap-
peals and the Ohio Supreme Court.

The high courtrejected South-
land's argument due to "the gross
unfairness"” and remanded the case
back to common pleas court in
Dayton for further proceedings.

However, the case is complicated
by the fact that Southland alleged

for the first time before the state

Supreme Court that the company
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was not self-insured at the time of
Mr. Vandemark's injury, but rather
"a complying employer contribut-
ing to the State Insurance Fund."
The high court noted that devel-

opment, but ruled on the case as if
Southland were self-insured be-

cause that was the information
presented to the common pleas and
appellate courts.

As a result, the decision may be
considered advisory in terms of
this case because it no longer re-
flects the facts of the case, Mr.
Rudwall said.

At issue in future proceedings
will be the degree of responsibility
an employer that purchases insur-
ance through a state fund has to
file an employee's workers com-
pensation claim.

-By Meg Fletcher

Unauthorized insurer

JEFFERSON CITY, Mo.--The
Missouri Insurance Division is
warning that an unauthorized
medical malpractice insurer is sell-
ing policies in the state, defying a
1987 cease-and-desist order.

The Insurance Division issued
the order in April 1987 against
Professional Risk Insurers Man-
agement Exclusive Co. Ltd., a Brit-
ish West Indies-based insurer that
operated through a Chicago post
office box.

Several other states have also is-
sued PRIME cease-and-desist
orders (Bl, Aug. 31, 1987; Sept. 22,
1986). For instance, the Arizona
Insurance Department on July 15
issued a cease-and-desist order
against PRIME.

Missouri regulators recently dis-
covered that PRIME has issued po-
licies to doctors at a hospital in the
state, said Insurance Division
counsel Joseph MeMahon. How-
ever, Mr. McMahon said the divi-
sion was never able to locate
PRIME representatives and does
not know if the insurer received
the cease-and-desist order.

The Insurance Division could go
to court for an injunction barring
PRIME from doing business in
Missouri, though Mr. McMahon ex-

pressed doubts about how such an
order would be enforced if PRIME

officials cannot be located.

"It's not going to be any good
unless we've got a warm body we
can deal with," he explained.

-By Douglas McLeod

Work comp rates

COLUMBUS, Ohio-Ohio em-
ployers face an average 15% in-
crease in workers compensation
rates as part of the state industrial
commission's phase-in of rate
hikes to boost the solvency of the
state's monopolistic workers com-
pensation fund.

The rate increases for 10 cate-
gories of employees range from 8%
for office workers and miscellane-
ous categories to 23% for transpor-
tation industry workers.

Rate increases for other indus-
tries include: construction, 20%;
manufacturing, 16%; agriculture,
15%; high risk commercial/service
operations and extraction-related
industries, 13%; and commercial
and service firms, 11%. There is no
increase for utility companies.

The increases took effect July 1
as part of the state fund's "moder-
ate stance” to increase its current
funding level, said Paul Whitacre,
director of the state's Bureau of
Workers Compensation's actuarial
section.

The fund faces a $2 billion long-
term deficit, though it currently
has nearly $7 billion in assets, he
said.

The Ohio Industrial Commission,
which raised rates an average of
30% last year to reduce the fund's

Continued on next page
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Barriers to advanmncement

By LAURA MAZZUCA in 1979 by three California women claimed
Few women or minorities 7o revernedaeenmnacd on e vacie o

Although the civil rights and women's lib- sex in its recruitment, selection and hiring of
eration movements in America both origin- insurance sales agents in California The

ated more than two decades ago, minorities case was settled in April 1985, with $420,822

=
and women are still underrepresented and rea CI l I I Ig to p I I la I lag el I lel lt awarded to each of the plaintiffs In addi-

underutilized in the insurance industry tion, other women who can prove they had

And, the many government-spurred affir- been discriminated against by the insurer
mative action programs of the '70Os and early "l do believe there IS some sort of prelu- McDowell, secretary/treasurer of black- since July 5, 1974 are entitled to a court
'8O0s have fallen by the wayside as severe dice existing there," she said And because of owned Beneficial Insurance Agency in Chi- award
market fluctuations caused the insurance in- this, "We think we have to do twice as much cago Unlike agents representing direct writ- The plaintiffs' attorneys, Farnsworth, Sa-
dustry to tighten its belt to go half as far " ers, independent agents dealing primarily m perstem & Seligman of Oakland, Calif, have

According to 1987 government figures, The situation is even worse for blacks and personal lines get little support from their placed advertisements in various insurance

women comprise more than half the insur- other minorities, whose numbers total less insurers, who don't take into account that trade magazines and newspapers to notify
ance industry workforce Although the per- than one-third of insurance industry em- loss ratios in the inner city are bound to be women who might have been discriminated
centage of women among underwriters and ployment, according to government figures higher than normal, he said Because of this, against
ad]usters is high, many of the positions "Racism in America is still a prevalent insurer/agency contract cancellations are a Several insurers are now closely working
within those categories are largely clerical force,"” said Milton E Moses, president of constant problem with their agents as well as recruiting more
And they are underrepresented in producer Community Insurance Center Inc, a black- For their part, insurers come under the women and minorities for their workforce
positions within agencies and brokerages owned agency in Chicago "We've reverted federal equal employment opportunity laws And not all minorities are just sitting back
(see chart) back to the early '7Os Minority businesses enacted in 1974 that prohibit employment and waiting for the insurers to recruit or

According to 1987 figures compiled by the are not being considered by major companies discrimination based on race, sex, color, re- promote them For example, concerned mi-
National Assn of Professional Insurance because it's no longer fashionable " ligion or national origin Only some corpora- nority agents in lllinois founded the Pro-
Agents, approximately 86% of ItS member For minority-run agencies, especially tions and insurers dealing with government fessional Insurance Agents & Brokers Assn
agencies are owned by men, only 13% were those with close ties to their community, the contracts must produce written affirmative in Chicago in 1975 because minority pro-
owned by women (No comparable figures watchword is survival The same problems action plans, but efforts to recruit and pro- ducers were finding that they could not get
were available on racial breakdowns ) that plague any small agency-market mote minorities has now have become ac- standard contracts with large insurers

Even in professional trade associations cycles, increasing premium volume demands cepted business practice in addition to com- Today, headed by Mr McDowell as presi-
such as the National Assn of Insurance by insurers, agency loss ratios-are even plying with EEO laws (see story, page 36G) dent, the PIABA has about 100 corporate
Women, a recent survey indicated that of the worse for minority agents, some say "Most companies got motivated toward af- and individual members The organization
organization's 20,000 members, the largest "Minority brokers have unique problems," firmative action when the government made brought the issue of minority representation
percentage-21 2%-are customer service observed Mr Moses "We're forced to deal them" obey EEO laws, said P Kenneth Dun- to insurers through meetings with company
representatives Only 97% are owners/offi- primarily in our own marketplace, yet we sire, executive vp and director of Lincoln executives and community group representa-
cers of insurers, brokerages or agencies don't have the confidence of our own mar- National Life Insurance Co of Fort Wayne, tives, said Mr McDowell

For women, the problem doesn't seem to be ket," especially in personal lines, where di- Ind "It takes a consistent effort (by the in- And, although the organization's promo-
so much a matter of industry representation rect writers continue to be more popular, he surer) to make it happen " tion of minority agencies has improved its
as that of attitude and limited opportunity, added But some insurers have run afoul of the members' ability to secure agency contracts
said Susan E Williams, president of the Na- "Being an inner-city agent is tough, espe- law A class-action discrimination lawsuit with ma]Jor insurers, many of these contracts
tional Assn of Insurance Women cially in personal lines," said James brought against State Farm Insurance Co Continued on page 36B
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Breaking barriers

Continued from page 36A

have since been terminated be-
cause of high loss ratios, said Mr.
McDowell.

In addition, business associa-
tions like Chicago United, a non-
profit business association for city
improvement with half of its mem-
ber businesses minority-owned,
are spurring minority contracts.
Several years ago, Chicago
United's insurance task force put
minority insurers, brokers and
agents in touch with the risk man-
agers of Fortune 500 companies.
The result was a number of co-bro-
kering programs. Several Chicago-
based black agencies still- have
Fortune 500 accounts on their
books because of Chicago United's
intervention.

However, all these programs can
do is try to correct an existing
problem. The secret to real affir-
mative action, many believe, is in

- —m _ . _ -

Agent/Broker Topia

lg#¢auceindtrit, *Bib-VCK#*t

Employees in Agents

all capacities Underwriters' & brokers’ Adjusters'
Total 2,256,000 728,000 544,000 257,000
Women 1,369,0004 61% 359,000 49% 149,000 27% 183,000 71%
Blacks 190,0005 8% 42,000 6% 27,000 5% 33,000 13%

Hispanics 94,0005 4%

30,000 4%

24,000 4% 12,000 5%

1 Includes related financial occupations 4 Indudes whites, blacks, Hispanics

2 In insurance sales
3 Indudes examiners and investigators

Source: 1987 U.S. Department of Labor survey

training and education programs
for minorities.

"Many of these guys who are
giving up in frustration just
haven't had the technical train-
ing," said Bill Calhoun, owner of
Texas Casualty & Surety Insurance
in Houston. "It damn near ought to
be mandatory that an agent work
for an insurance company" before
striking out on his own.

Affirmative action is fine, said
Mr. Calhoun, who is black, but un-

5 Includes women

less agents learn the workings of
the insurance system, "you cut off
the natural flow and insurance
companies have to go out and look
for (minority) agents. . .this is put-
ting the cart before the horse in
terms of feeling that's the only way
to do it.”

For women, who already have
substantial representation within
the insurance industry, many feel
that it's just a matter of time be-
fore female middle managers move

9,/® |
21 »

up into senior management.

New career paths are also open-
ing up within positions tradition-
ally considered clerical in nature,
especially the customer service
representative. CSRs "are as im-
portant as the outside pecple" who
bring in the business, said Barbara
Wakely, principal with Augusta,
Maine-based Jones-Hoxie Corp.,
an agency generating $10 million
in annual premiums. While "they
were considered clerical help, they
ran the agency. . .For those who
are ambitious, it's a very exciting
opportunity.”

Most importantly, both women
and minorities must maintain visi-
bility within the industry in order
to achieve their goals.

"We can't just say, 'Do it for us
just because we're black,' " said
Sonny Sykes, senior vp of Chicago
Metropolitan Mutual Insurance Co.
in Chicago. "But we can't relax

attempts to knock on the door and
let them know we're here.” |

SEVEN OUT OF TEN AGENTS

ARE GUILTY OF NOT TAKING
THEIR OWN ADVICE.

How often have you recommended a client
go for the policy that offers the best coverage?
Cautioned against sacrificing important protection
to get the cheapest price? Or stressed the impor-
tance of comparing apples to apples when it comes
to comparison shopping? Odds are, frequently.
Yet all too often, agents are so wrapped up in advis-
ing their clients, they fail to apply this same good
sense when it comes to purchasing their own errors

& omissions coverage.

Are you guilty? If you're not insured through
PIA's Errors & Omissions Insurance Program,
chances are, the answer is yes. PIA's E&O Insurance
Program is one of the most comprehensive policies
available to independent agents. It offers you
a combination of coverages you won't find else-

IMIONAL ASSOCIATION Of
PROFESSIONAL

INSURANCE
AGENTS

400 N. WASHINGTON ST.

ALEXANDRIA, VA 22314 703/836-9350

where... First dollar defense coverage with no
deductible... Prior acts coverage... And much
more. Most important, PIA's E&O Insurance Pro-
gram has been a consistent force in the market-

place for over 25 years.

So compare PIA's E&O Insurance Program
with your present program. Dollar for dollar, you'll
be hard pressed to find a program that offers you
better protection. But don't take our word for it.
Call or complete the attached coupon and com-
pare for yourself. Then take your own advice.

Underwritten by the Utica Mutual Insurance Company.

1 WANT TO COMPARE FOR MYSELF.

Send me more information on PIA's E&O Insurance Program.

Name

Agency Name

Address

Phone ()

Policy Expiration Date

Zip

Clip and return to: PIA's Errors & Omissions Dept,
Professional Insurance Agents, 400 N. Washington St.,

Alexandria, VA 22314*

1-38881

*In Wyoming contact: Nelson Insurance Agency,

P.O. Box 311, Powell, Wvoming 82435

Set goals

for success,
NAIVV told

By LAURA MAZZUCA

INDIANAPOLIS-Achieving
success sometimes means taking
risks, the more than 1,000
women who attended the recent
47th annual National Assn. of
Insurance Women convention
were told.

"Most of us continue in a rut,
tolerating what | call a dull
headache, and don't stop and
make choices until our situation
reaches the point of a mi-
graine," said Barbara J. Laut-
zenheiser in her keynote ad-
dress.

Ms. Lautzenheiser is princi-
pal of her own Hartford, Conn.,
consulting firm, which special-
izes in insurance, government
relations, planning, marketing
and project management.

"Many times | have seen
young women blame the fact
that they are female for not ac-
complishing something," she
said. "What it does is blind
women to the real problem" of
why they're not succeeding.

Instead, women should con-
centrate on specific areas that
they have the power to improve,
such as assessing career and
personal goals or furthering
their education, Ms. Lautzen-
heiser stressed.

To achieve large goals, she
suggested that women set incre-
mental goals-from several
months to several years down
the road.

By achieving these short-term
goals, the larger, long-term
goals are easier to reach, she
said.

"You can do anything you de-
cide to do if you do it slowly
and in small steps,"” she con-
cluded.

The NAIW conference, held in
June in Indianapolis, also fea-
tured a trade exhibit with 35
booths; an agents errors and
omissions exposure mock trial;
a panel discussion featuring
representatives of the trade
press; and a panel on the impli-
cations of AIDS and stress
claims on the insurance system.

In addition, new NAIVW offi-
cers for 1988-1989 were elected.

Susan E. Williams, a rating
product development manager
at Star Systems Inc., a Fra-
mingham, Mass.-based insur-
ance software maker, succeeds
Shirley A. Timmons as presi-
dent.

At Star Systems, Ms. Wil-
liams is responsible for the de-
velopment of rating software
systems and personal and com-
mercial lines software products
for agencies and insurers.

Ms. Timmons is vp of prop-
erty/casualty marketing and
underwriting for Dorth Coombs
Insurance Inc. in Wichita,
Kan.

Other officers elected at the
NAIW annual meeting include:

- Janet M. York, executive
vp of Business Insurance Plan-
ners Inc. in EIm Grove, Wis.,
named president-elect.

- Billie Sleet, vp and agency
manager of Landmark Insur-
ance Agency Inc. in Houston,
named vp.

- Susanne Wolfe, principal
and vp of Bultman/Bell Associ-
ates Inc. in Greenville, S.C.,
named secretary.

The NAIVW has more than
20,000 members in 410 local as-
sociations throughout the
United States, Canada and

Puerto Rico.
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Minority agents struggle for market

By LAURA MAZZUCA

Minority-owned agencies and
brokerages face the same problems
everyone else in the business does,
but because many operate in eco-
nomically depressed communities
they're hit much harder.

"It's still an uphill climb for
minorities,"” said Sonny Sykes, se-
nior vp of Chicago Metropolitan
Mutual Insurance Co. in Chicago, a
minority-owned insurer. "The
black market is now the unem-
ployed market.”

"It's true that all small agents
are threatened,” said Milton E.
Moses, president of Community In-
surance Center Inc., a black-owned
agency in Chicago with annual
premium volume of about $4.5 mil-
lion.

"But we never even had the op-
portunity to operate as a small
broker in the marketplace, so it's
even more devastating for us."

The affirmative action programs
of the 19705 and early 1980s did
not really address the problem, Mr.
Moses said. Back then, insurers

and Fortune 500 companies began

Co-brokered
business meant'all

the minority agent
got was a check,’

says Milton E. Moses.

to actively court minorities. At the
time, Mr. Moses' agency picked up
contracts from major insurers and
did some work for Chicago-based
Fortune 500 companies, including
Beatrice Cos. Inc., Montgomery
Ward & Co. Inc. and the Chicago
Transit Authority.

However, much of this business
was co-brokered, which meant "all
the minority agent got was a
" while the primary broker
did all the work, kept the connec-

check,"

tions, and got the experience, Mr.
Moses explained.

Community Insurance Center
had some success working with
some agencies, but for the most
part the co-brokering concept has
fallen by the wayside.

The hard property/ca5ualty in-

surance market of the mid-1980s

changed things as well. Mr. Moses
watched the Fortune 500 clients
they had pinned their hopes on
turn to larger agents and brokers
in their attempts to obtain cover-
age.

In addition, one company that
had undergone a corporate buyout
canceled its policy mid-term be-
cause its internal management phi-
losophy toward affirmative action
had changed, Mr. Moses said.

"We had worked hard with this
company. . .It was really beneficial
to us and it was knocked out from
under us," he said.

"When the market crunch hit us,
our premium volume went from $6
million to $3.5 million,"” he said,
referring to 1984-1985.

Since then, the agency has
gained an additional $1 million in
premium volume "by old-fa-
shioned hard work," he said. "But
| don't see growth in our future,”
especially in today's rapidly soft-
ening market, Mr. Moses added.
"In a buyer's market they can go
anywhere. If they come to us now,
they probably won't get the best
premium.”

High loss ratios continue to be a
problem for minority brokers. At
one time, Mr. Moses' agency's loss
ratio with Aetna Life & Casualty
Co. was 150%, because of faulty
underwriting and a limited mar-
ketplace, he said. That figure has
dropped to 68% "because Aetna

was willing to sit down with us and
talk about the problem and give us
the time that was needed, instead

of just dropping us,"” Mr. Moses
said.

Another possible solution would

.aa=aq,
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be for insurers to accept higher
loss ratios to reflect the communi-
ties in which their agencies oper-
ate, said James McDowell, secre-
tary/treasurer of Beneficial
Insurance Agency in Chicago. This

would allow the small, minority-
owned independent agency to sur-
vive, as well as provide a strong
business link to help anchor eco-

nomically unstable communities,
he said.

However, not all minority-owned
agencies and brokerages are suf-
fering

"We feel we could compete toe to

toe with anybody,"” said Andre V.
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Continued on page 36F

-» The quality ofthe agencies that purchase PAR errors and omission coverage is
proven testimony to the quality of PAR itself. Our partiallist ofinsureds proves
beyond question that PAR uniquely benefits large, privately owned agencies.

Adams & Porter Inc.

New York, New York

AdrianN. Baker&Company

St. Louis, Missouri

Barney & Barney

San Diego, California

Bolton and Company

Los Angeles, California

E. G. Bowman Co., Inc.

New York, New York

Boynton Brothers & Company

Perth Amboy, NewJersey

Brandow Howard Kohler &
Rosenbloom, Inc.

Bloomington, Minnesota

Chamberlaine & Flowers, Inc.

Clarksburg, West Virginia

Fred C. Church, Inc.

Lowell, Massachusetts

Clair Insurance Agency, Inc.

Plymouth Meeting, Pennsylvania

Cohen-Seltzer, Inc.

Ft. Washington, Pennsylvania

The Daniel&Henry Company

St. Louis, Missouri

Dean S. Davidson Insurance
Agency, Inc.

Phoenix, Arizona

Curtis Day and Co.

San Francisco, California

Day, Webb & Taylor, Inc.

Aurora, Colorado

The Dilks Agency, Inc.

Mt. Laurel, NewJersey

The Dunlap Corporation

Auburn, Maine

James Econn & Company

Los Angeles, California

Energy Insurance International

Houston, Texas

Evans, Conger, Broussard & McCrea

Bala Cynwyd, Pennsylvania

The Feitelberg Company

Fall River, Massachusetts

Foa & Son Corporation

Mitchel Field, New York

Fox and Fox Insurance Agency

Indianapolis, Indiana

Hatch-Leonard/Markin-Shaw, 1nc.

Rochester, New York

Henderson & Phillips, Inc.

Norfolk. Virginia

Homestate Insurance Brokers
ofAlaskA Inc.

Anchorage, Alaska

Insurance Management Associates, Inc.

Wichita, Kansas

Jewett, Barton, Leavy & Kern, Inc.

Portland, Oregon

Sander A. Kessler & Associates

Los Angeles, California

Kinney, Pike, Bell & Conner, Inc.

Rutland, Vermont

H. C. Knight& Company

Philadelphia, Pennsylvania

Lupfer-Frakes, Inc.

Kissimmee, Florida

Maryland Insurance Management
Services, Inc.

Timonium, Maryland

The McElroy-Minister Company

Columbus, Ohio

Fred A. Moreton & Company

Salt Lake City, Utah

Morse, Payson & Noyes Insurance
Portland, Maine

Noyes Services
Media, Pennsylvania
O'Rourke, Andrews & Maroney, Inc.
Ft. Wayne, Indiana
Palmer & Cay/Canwell, Inc.
Savannah, Georgia
Poo4 Bowen, Bartlett & Kennedy, Inc.
Baltimore, Maryland
Putnam, Knudsen & Wieking, Inc.
Oakland, California
Frederick Rauh & Company
Cincinnati, Ohio
Riedman Corporation
Rochester, New York
Riggs, Counselman, Michaels&

Downes, Inc.
Baltimore, Maryland

Ll

Sacramento Valley Insurance
Sacramento, California
Serres, Visone & Rice, Inc.
New York, New York
Sobel Affiliates, Inc.
Garden City, New York
Speare & Company
Santa Monica. California
Starkweather& Shepley, Inc.
Providence, Rhode Island
Trinder & Norwood, Inc.
White Plains, New York
The Valley National Company
Phoenix, Arizona
Wharton/Lyon & Lyon
Livingstén, NewJersey
Woodruff-Sawyer & Co.
San Francisco, California
The Woodsmall Companies
Kansas City, Missouri »

It isn't easy to have your name added to this distinguished group ofquality
agencies. Y6ur agency must meet strict underwriting standards and make an
ongoing commitment to a most extensive quality control system.

Ifyour agency qualifies and becomes a PAR insured, you will benefit frém the
strength ofthese successful agencies and take advantage of PAR's principal objec-
tive -long-term stability The primary policy is underwritten by Fireman's
Fund. An excess layer is available through London markets.

The benefits of PAR far exceed the coverage. A quality ageqcy attracts quality
clients. Clients and companies alike will know that your agency is one ofproven

professionalism, expertise, and service.
For more information write:

J Assurex

Community Corporate Center

445 Hutchinson Avenue

mbus. Ohio 43235
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Minority agents

Continued from page 36C
Duggin, president and chief execu-
tive officer of A.V. Consultants Inc.
in Exton, Pa., a brokerage that spe-
cializes in risk management and
management consulting.
AV., with an
annual premium
volume of about
$10 million and
branch offices in
Philadelphia,
Washington,
D.C.,and New ,
York, has tar- :
geted minority-
owned busin- Ad =3/

esses and munic-

Mr. Duggi
ipalities as its r-buggin

primary client base.

Most of A.V. Consultants’ clients
are minority-owned businesses, as
well as municipalities and local gov-

ernments that are administered by
blacks.

Although A.V. does not have
many non-minority clients, it's not
because it does not want them, Mr.
Duggin said. Four years ago the
agency tried an outreach program
to Fortune 1,000 companies but
"just got lip service" from them, Mr.
Duggin said. "We'd love to get
there," he added.

Part of A.V.'s "secret” was to de-
velop good working relationships
with "mom and pop organizations"
that later grew, Mr. Duggin said. In
fact, even after the alphabet houses
tried to move in and steal them, A.V.
managed to retain these clients be-
cause of the level of service it pro-
vides.

Word-of-mouth publicity about
such success makes some minority
agencies consider their color an
asset rather than a liability, said
Bill Calhoun: owner of Texas Ca-
sualty & Surety Insurance, a $3.5
million agency in Houston.

In fact, he finds that after an in-

itial phone conversation, the first

Agent/Broker Topics

meeting with a potential client is a
"pleasant surprise"” for the client
when he or she discovers that Mr.

Calhoun is black.

"Once you present the opportu-
nity to sit down
and talk, it's
amazing how
people respond,”
he said.

The agency's
client profile is
35% non-black
owned busin-
esses and 65%
black-owned.
The agency gets Mr. Calhoun
many referrals
from existing black clients. How-
ever, "we do not limit our marketing
efforts to the minority community,"”
Mr. Calhoun said. The business split
is 45% commercial and 55% per-

sonal.

Texas Casualty could write a lot
of national business because of its

high capacity with nationwide car-

riers, but "there's so much busi-
ness here that it's kind of dumb to
walk over all these plums to shake
trees in other states,” Mr. Calhoun
said.

Still, even the successful minor-
ity-owned agencies sometimes have
trouble with the insurers they repre-
sent.

"Minority problems are just part
of a larger problem between agents
and companies," Mr. Calhoun com-
mented.

One of the biggest barricades
against a successful agent/insurer
relationship is the demands some
insurers place on the agencies that
represent them-and this problem
reaches across color lines, he ex-
plained.

"It's almost idiotic to cancel an
agent who abides by all the pro-
grams and is in accordance with
company guidelines," yet sometimes
these same agents are canceled two
to four years after contracting with
an insurer when loss ratios deterio-

ATTENTION WOMEN

YOU MAY BE ENTITLED TO A COURT AWARD OF AT LEAST $15,5675.00 TO
$420,822.00 PLUS INTEREST IF YOU SUCCESSFULLY PROVE IN A SPECIAL
CLAIM PROCEDURE THAT THE STATE FARM INSURANCE COMPANIES DENIED

YOU AN INSURANCE SALES JOB IN CALIFORNIA AVrER JULY 5,1974 ON THE
BASIS OF YOUR SEX.

YOU ALSO MAY BE ENTITLED TO FILE A CLAIM IF YOU WERE DISCOURAGED
FROM APPLYING TO BECOME A.STATE FARM INSURANCE SALES AGENT IN CALI-
FORNIA AFTER JULY 5,1974 ON THE BASIS OF YOUR SEX.

The History of the Case
In April 1985, three California
women, Muriel Kraszewski, Daisy

Jackson, and Wilda Tipton, won a
class action suit filed in 1979 The

United States District Court ruled that

State Farm had engaged in sex dis-

crimination in its recruitment, setec-

tion and hiring of insurance sales
agents in California.

between July 5,1974 and Decem-
ber 31, 1987 | worked for State

between July 5,1974 and Decem-
ber 31, 1987, | applied for a non-
sales agent job at State Farm in
California and would have applied

to be an insurance sales agent,
but did not because | believed that

State Farm would not hire me.

Farm or for a State Farm agent in
California, and would have applied
to be an insurance sales agent,

State Farm agents for seven years earn
a median gross income of $126,553
per year and a median net income of
$75,923 per year (after deducting
$50,621 in expenses). Earnings vary
depending upon the amount of insur-
ance that agents sell.

"Hkatis your claim worth?"
In 1988, Muriel Kraszewski, Wilda

Tipton, and the Estate of Daisy Jack-
son each received $420,822.00. (As

Even before the Court issued its ruling,
State Farm had increased the number
of female sales agents in California.

In each of the last two years, half of
State Farm's newly-appointed sales
agents in California have been women.
State Farm has also pledged half of
the new sales agent positions in
California to qualified women for the
next ten years. Thus, the opportunity

to sell State Farm insurance is avail-

able on an equal basis to qualified
men and women in California.

The Court is now looking for other
women who may have been discrimi-
nated against by State Farm. The
Court wants these women to have the
chance to prove their entitlement to an
award in claim proceedings in which
State Farm will have the right to
oppose their claims.

Who Is Entitled to File a Claim?

You may be entitled to file a claim
for an award if you are female and

you had any one of these experiences
with State Fbrm in California:

between July 5,1974 and Decem-
ber 31, 1987, | applied, orally or in
writing, to be a State Farm insur-

ance sales agent in California, but
was not hired.

but did not because | believed that

State Farm would not hire me.

between July 5, 1974 and Decem-
ber 31, 1987, | worked for State
Farm or for a State Farm agent

in California, and | applied, orally
or in writing, to be a State Farm
insurance agent before July 5,
1974, and did not reapply after
July 5, 1974 because | believed that

State Farm would not hire me.

| think | quali under one of the
four statements above, but | am

not sure which one.

If you said "yes" to any of these
experiences, you may file a claim fér

a back pay award. If you successfully
prove that you were not hired because
you are female, you also may receive
priority consideration for a job with

State Farm as an insurance sales

agent. Individuals who have been

If you believe you were one of the
women discriminated against by State
Farm, you must file a claim form by
August 31, 1988. To receive a claim form,
call toll-free 1-800-822-5000 or send

this coupon to:

Farnsworth, Saperstein & Seligman
505 R)urteenth Street, Suite 850
Oakland, CA 94612
1-800-822-5000

named plaintiffs, they were not required

to file a claim or become involved

in a claim procedure as you will be.)
We don't know what your claim

may be worth, but it definitely will

be worth nothing if you do not file
a claim.

Bee consultation available

by toll-free call

The law firm that won this law suit,
Farnsworth, Saperstein & Seligman,
is available to you for consultation
about your rights and eligibility to file

a claim.

Just call 1-800-822-5000 between

9:00 a.m. and 8:00 pm. (California
time) seven days a week. There

is no charge or obligation for this
consultation.

Completed claims must be received by

August 31,1988. Call or write today

for fne information and a claim form.

01 have reason to believe | was

discriminated against by State Farm.
Please send information and a Claim

fbrm so | can find out how | might
qualify for an award.

Narne
Address
Ciry State Zip

Telephone Number

rate, he said.

"Nowhere else is there that kind
of relationship between the manu-
facturer and its sales force,” he con-
tinued.

AnNnd, it's not just the large insur-
ance companies that are hasty to
drop small agencies. Regional insur-
ers are really not any better in their
relationships with small and minor-
ity agents, according to Mr. Cal-
houn.

Preferred agency programs are
another thorn in the side of some
minority agencies.

Even though Texas Casualty pro-
duces more business for Aetna than
any other insurer it represents, Mr.
Calhoun said his agency is not a
part of a preferred agency program.

"There are some real problems in
that kind of action,”" he explained.
Mr. Calhoun added that the insur-
ance industry should look more
closely at the preferred agency ar-
rangement, which he said may dis-
criminate against small agents.

If affirmative action is not the
answer for minority agents and bro-
kers, then what is? Many minority
agents and brokers believe thata
solid foundation in insurance basics
is the real key to advancement in
the industry.

Both Mr. Calhoun and Mr. Dug-

'We do not limit our
marketing efforts to
the minority
community,’ Bill

Calhoun says.

gin attribute their success to their
experience with Aetna and The Tra-
velers Corp. respectively.

Mr. Calhoun started with Aetna
in 1971 as an underwriter trainee
and later moved to marketing. After
eight years with the insurer, he went
into a partnership with two other
men and opened an agency. After a
year there, he felt he was experi-
enced enough to start his own
agency in 1981.

This background not only gave
him the experience to run a suc-
cessful agency, but it also opened
doors for his agency at Aetna, he
said.

Today, Aetna is still Texas Ca-
sualty's top insurer, although "it's
not to say we're immune to high
loss ratios" because of property
claims-due to burglaries and van-
dalism-arising from Houston's de-
pressed econonny.

Like Mr. Calhoun, Mr. Duggin at-
tributes A.V.'s success to a sturdy
background with an insurer.

"The experience | got working for
The Travelers was invaluable," said
Mr. Duggin, who was an assistant
manager for the insurer's employee
benefit division in Philadelphia. "It
gave me the exposure to the corpo-
rate market in a majority market
which was not threatening."

Working in a company is impor-
tant because "to broker a product,
you have to understand the prod-
uct,"” he added.

And, Mr. Calhoun believes that
the agency trade associations should
be recruiting more young minorities
and women into the insurance in-
dustry, then backing them up with
education and hiring programs.

"With the average age of their
members being about 60, they're
going to have to start looking at
minorities and women agents as
new members," said Mr. Calhoun.
"A great place to look is within my
community-that small agent who
hasn't joined because he hasn't felt
part of the group."

The fact that there is no national
association tailored to minority
agents means that the existing as-
sociations must be more responsive
to minority agents' needs.

"VWe have to be able to become

part of the fraternity,” Mr. Calhoun

E-— O —— U I e [, -



Several insurers push
to employ minorities

By LAURA MAZZUCA

Minority hiring programs at
large insurance companies are as
aggressive as outreach programs
geared toward attracting minority
youth while others stick to observ-
ing the letter of equal employment
laws.

Aetna Casualty & Surety Co. of
Hartford, Conn., has been involved
in hiring programs for minorities
and women since the early 1960s,
when awareness of minority hiring
was just becoming an issue, ac-
cording to an Aetna spokesman.
Although Aetna does not set any
quotas on hiring, it has been com-
piling statistics since then on min-
orities and women within the com-
pany.

When Aetna first began compil-
ing the figures in 1965, 0.2% of its

officers were minorities and 1.6%
By 1981, 3.6% of officers were
minorities and 8.9% were women.
And, in 1987, 5.1% were minorities,
and 15.8% were women.
Among all employees, 19.3% em-
ployees were minorities and 66.7%

were women in 1981, compared
with 18.7% minorities and 68.9%

women in 1987.

At The Travelers Corp. in Hart-
ford, Conn., affirmative action in-
volves education programs for
mitiorities, said Donald K.
DeWard, director of staffing at
Travelers' Hartford headquarters.

The MOST plan-Modern Office
Skills Training-initiated in 1967
was designed specifically for "edu-
cationally and economically disad-
vantaged youth, mostly minori-
ties," to study basic office skills in
a classroom setting, said Mr.
DeWard.

Students are paid for participat-
ing in the program and then go on
to internships within the company.
Employment in entry level posi-
tions at Travelers is guaranteed to
successful graduates of the pro-
gram. About 40 to 50 attend the
program annually, and since it was
instituted, 800 students were hired,
said Mr. DeWard.

In the BEST program-Business
English for Spanish-speaking
Trainees-a supplement to MOST,
English as a second language is
taught as a component of the basic
training program. This was started
in 1972,

Additionally, Travelers works to
recruit Hartford youth at the high
school level. At the college level,
Travelers is active in campus re-
cruitment at many high-minority
population colleges, although they
have set no quotas, said Mr.
DeWward.

A relatively new program is Tra-
velers' minority actuarial program,
effective only in Hartford, because
actuaries are only hired in that of-
fice, said Mr. DeWard. Minority
youths with outstanding mathe-
matical skills are selected in their
junior year of high school and re-
ceive preliminary actuarial train-
ing at Hartford.

They also work part-time at the
company during the school year
and full-time over the summers.
This program is operating in three
public high schools in Hartford.

Travelers also offers financial
aid toward college education for
students who want to pursue an
actuarial career. About two or
three students go through this pro-
gram annually.

Lincoln National Group of Fort
Wayne, Ind., has a "generic" cor-
porate affirmative action hiring
plan, instituted 15 years ago, and
its 12 strategic business units each
has its own minority hiring quotas,

Agent/Broker Topia
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In fact, under this decentralized
plan, about 10% of each unit head's
bonus is based on affirmative ac-
tion hiring. This varies by unit
with goals set at the beginning of

e ACCOUNTS??7?

ity employees; 10% of salaried em-
ployees are minorities. They are
pretty evenly distributed at vari-
ous levels of employment, said Mr.

phia, CNA Financial Cos. of
Chicago, and St. Paul Cos. Inc. of
St. Paul, Minn., indicated the in-
surers had no provisions for affir-
mative action programs. =

1
Vicars.
Representatives from Transa- | n S u a n Ce
merica Insurance Co. of Los An-
geles, CIGNA Corp. of Philadel-
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CALL TO DISCUSS YOURNEEDS
rVI \nc.

ep e 329906

Fax: 312-621 0262

The bigger you grow the more we can help you.

ILCOX

The TrailBlazer from AMS

A few critical points to consider - before you

consider a high-end system:

1. You're about to make a decision des-

tined to affect your agency 's business into the

next century Make sure it's the right one.

2. There's a way to make sure. With AMS,

the automation company that puts histor*

financial strength, and stability on your side.

3. Only AMS has had the foresight to

develop a high-end agency management sys-
tem that welcomes new developments, and
supports as many workstations as you need,

UP to 100.
4. TrailBlazer is a workstation concept

which combines two exciting technologies -
the proven power of a large IBM minicomputer
integrated with the flexibility and open architec-

ture of the IBM PS/2.

5. The proof is in the operation. (We know
some agencies you can ask about this.) The

6. Not only that, but AMS furnishes com-
plete conversion, moving your information from
old system to new... painlessly

7. It's one thing to tell you how complete a
system is - it's another entirely to show you. In a
few hours, we can show you-unequivocally-
how TrailBlazer can improve cash flow do the
same for work flow and provide better service
to your insureds. Fariod.

8. The thing to do-call 1-800-241-3930.
An AMS Automation Consultant will soon be in
touch to evaluate your needs.

9. The time to do it- right now. Because
you're not getting any smaller

IBM is a registered trademark of the International Business Machines Corporation.

AGENCY MANAGEMENT SERVICES, INC.

On The Frontier OfAgenc,Automation.

proof is also in the numbers. AMS has more sys-

said Rich Vicars, senior vp-human . .
tems in use than any of our closest competitors.

resources.

One Heritage Drive, North Quincy, MA 02171
(617) 472-5150 1-800-241-3930
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VWomen in top agency jobs still rare

By LAURA MAZZUCA

Although there are more women
in the insurance industry today
than ever, statistics indicate that
they are still topping out in middle
management.

"l feel that inroads have been
made for women as a group in the
industry, particularly in the last 10
years," said Susan E. Williams,
president of the National Assn. of
Insurance Women and rating prod-
uct development manager with
Star Systems Inc., a Framingham,
Mass.-based insurance software
company.

'We have made great inroads
into middle management. What
we're missing now is women in
upper management."

Only 10 or 15 years ago, women

were an invisible presence in the
insurance industry, serving pri-
marily in clerical positions. Fig-
ures provided by Aetna Casualty &
Surety Co. of Hartford, Conn.,
show that only 1.6% of the in-
surer's officers were women in
1965. In 1981, that figure had
climbed to 8.9%, and in 1987, it
was 15.8%.

While women today comprise
more than half of the insurance
workforce they are still underre-
presented in the executive suite.

A 1987 NAIW survey showed
that although 56.8% of its members
worked for insurance agencies,
only 9.7% were owners or officers.
The largest percentage of the
NAIW members polled, or 21.2%,
were customer service representa-
tives, a position just now evolving

into an inside sales career path.

However, the majority of all
NAIW members polled, 23.8%,
earned between $15,000 and
$20,000 annually, which is compa-
rable to clerical salaries.

Gloria Murphy, principal of
Murrick Insurance Services Ltd.,
in Vancouver, British Columbia,
observes that the middle-manage-
ment trap for women also is preva-
lent in Canada.

"Maybe it's because we don't
have as much of an emphasis on
equal opportunity as the U.S."

Bias against women still exists,
particularly among the "old, estab-
lished principals in the industry
who brought with them their own
prejudices," Ms. Williams said.

For example, at NAIW annual
conventions, many members must

TAre
Service

pay their own way, use vacation
time to attend, or both, Ms. Wil-
liams noted. Only a few years ago,
80% of those attending paid their
own way, she said. Although recent
surveys indicate that the figure is
now around 50%, "l do feel there is
some sort of prejudice existing
there" by agency principals who
don't think their "girls” should
advance themselves, she said.

Despite this attitude by some
agency principals, NAIW "meet-
ings and workshops are packed to
capacity,” Ms. Williams said.
"They're not out there playing golf
and shopping.”

While Ms. Williams said that or-
ganizations like the NAIVWV help
women improve their professional-
ism and visibility in the industry,
some women believe that sexually

Co-ordinated Benefit Plans, Inc.

"Time is Money" - an old adage, but usually true, especially to
group insurance agents successful in today's market place.
Co-ordinated Benefit Plans, Inc. - a national third party
administrator committed to excellence in SERVICE, believes that
an Agent's time is money, and that time should be spent chasing
new business not chasing old problems.
Co-ordinated Benefit Plans, Inc. offers an increasingly wide
selection of group, life, and health products through A. M. Best
rated insurance companies including Connecticut National,
Provident Mutual, Individual Assurance Company, and dental/
vision coverage available through Combined Insurance Company

of America.

But most of all, we offer SERVICE. Get to know us. Our people
know insurance, know the product, understand the market

place, and excel in SERVICE.
Toll Free Wats lines are available countrywide for both you and

your clients.

Call or writefor kits, sales mcikrialand
product (wailabilily inyour state.

Co-ordinated Benefit Plans, Inc.
RO. Box 31039

Tampa, Florida 33631-3039
813-870-0140

TollFree:Inflorida800-282-3022

Outsidellorida800-237-5114

AN AFFILIATE OF
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segregated associations may have
outlived their usefulness.

"l don't like the idea that there
has to be a separate women's orga-
nization," said Barbara Wakely,
principal with the Augusta,
Maine-based Jones-Hoxie Corp.
Ms. Wakely founded her region's
NAIW chapter in the early 1960s
but is no longer active in it.

"When women separate them-
selves in some way from the rest of
the industry, they hurt their own
image. It becomes a women's
club.”

Ms. Wakely began doing clerical
work more than 30 years ago at a
branch office of a large insurer.

Ms. Wakely started at Jones-
Hoxie in a clerical position 22
years ago. Although she had her
producer's license by that time, she
had three young children and de-
cided not to pursue a career then.
"l didn't want the responsibility”
of a producer's job, she explained.

However, she found she could
not stay on the sidelines for long
and eventually began selling. "l
don't think | knew how to be any-
thing but a hard worker," she said.

Today, she and her husband own
the agency. Jones-Hoxie special-
izes in bonding and insuring con-
tractors in the transportation field.
It also places medical and profes-
sional liability cover, with average
accounts of about $85,000 in pre-
miums.

Hiring women is a high priority
at Jones-Hoxie, Ms. Wakely said,
pointing to its two female account
executives on its 24-person staff.

Ms. Wakely stresses the impor-
tance of inside sales people-who
are traditionally female and less
valued than the outside sales force.
"They are as important as the out-
side people,” she said. "They were
considered clerical help, but they
ran the agency."

In fact, such clerical work has
been the most common stepladder
for women in the industry.

Ms. Murphy of Murrick Insur-
ance Services came up in the busi-
ness that way.

She started as a clerk at an in-
surance company in the early
1970s, when there was little room
for advancement. "l changed jobs a
lot because it was the only way to
move upward," she said.

In 1975 Ms. Murphy decided to
earn a designation as an Associate
of the Insurance Institute of Can-
ada, which is comparable to pro-
fessional insurance designations in
the United States. -Unless | had an
insurance degree after my name, it
was meaningless," she said.

After earning the designation,
she worked for several brokerage
houses, finally as a department
manager for an international bro-
kerage house. She left to start her
own agency in 1982.

Today, Murrick's annual pre-
mium volume is $1.5 million for
auto; $350,000 for property/ca-
sualty; and $2 million for life in-

Ms. Murphy says she does not
notice any bias against women
from the eight insurers she repre-
sents, but she contends there is
prejudice against women at the
local broker association level,
where men are "very backward in
their thinking."

She also said that many women
younger than herself-she is in her
40s-seem to display a subservient
attitude toward men on a personal
level, which permeates into busi-
ness as well. One solution is in
education, she believes. "You have
to be equal or better than men" to
succeed in business, she said.

Networking among women is
also important. "Men are very good
at that. Women are just learning to
do this. Maybe in another 10 or 20
vears we'll get there.” 1
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a four-year term as insurance com-
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Gov John MeKerr.an appointed of 15% or greater Prior to that law hability, child-care liability,

deficit, changed ItS strategy this missioner in January 1983, and re- Mr Edwards in June 1987 to fill time, commercial hability insurers directors and officers liability, re-
year Now, the commission will appointed to a second term in 1987 the last year remaining in the un- had to seek prior approval only creational liability, non-profit
limit annual increases to 15% to He is a former deputy attorney expired term of former Insurance if the rate change was 25% or philanthropic and civic activity 11-
build up the fund, he said general, state legislator and state's Superintendent Theodore Briggs greater ability, commercial automobile 11-

That approach will allow em- attorney

ployers to predict their costs more

Mr Gillies' successor has not

accurately and price their products been named

and services to reflect those costs,

Meanwhile, West Virginia Insur- stemmming from his support for sig- Lewis Littlehales, program execu-

(Bl, Aug 3, 1987)

The temporary prior approval ability, long-haul trucking habil-

The Senate approved Mr Ed- system is scheduled to be adopted ity, municipal hability, and public
wards, despite "mild" controversy on a permanent basis Aug 24, said official liability

As under the existing prior-ap-

he said

ance Commissioner Fred E Wright nificant changes in the state's tive of the Insurance Division of proval system, the rate regulation
The Ohio workers compensation resigned July 1 to accept an ap- workers compensation system that the Oregon Department of Insur- does not apply to annual rate
system has added cost control pointment as director of the state- were approved during his tenure, ance & Finance Written comments changes that reflect changes in a
measures in the past year, includ- run West Virginia Public Employ- according to a spokesman for the on the permanent adoption of the policyholder's operations or appli-
ing medical case management and ees Insurance Agency, which over- governor (Bl, Nov 30,1987) 15% rate change threshold will be cation of a rating plan previously
limitations on temporary total sees health insurance for state accepted through Thursday
benefits ernployees
Mr Wright was appointed insur- .
ance commissioner In February Prior approval
1985 SALEM, Oie -The Oregon In-
-By Meg Fletcher

-By Meg Fletcher approved by the insurance direc-
The intent of the new system is to tor
add predictability to the insurance

market, Mr Littlehales said

-By Meg Fletcher Oregon has a prior approval sys-

tem for workers compensation in-
The new rules were developed in surance, although the state cnn-
surance Division plans to make cooperation with major commer- ploys a file-and-use system for
permanent tighter rules under its cial insurers in Oregon, Mr Little- property insurance rate changes
7 prior-approval rating system for hales said Little opposition to the

quest to reconsider its April deci- ReQUIator confirmed commercial liability insurance rate proposal is expected, he said
sion that Proposition 51 does not AUGUSTA, Maine-Insurance changes The new prior-approval rate reg- egon Department of Insurance &
retroactively apply to cases involv- Superintendent Joseph Edwards Following a January legislative ulation will apply to the following Finance, Insurance Department, 21
ing events that happened before has been confirmed to a five-year mandate, the Oregon department lines of coverage product liability, Labor & Industries Building,
voters approved the ballot initia- term ending June 15, 1993, by the temporarily implemented a prior- medical professional liability, Salem, Ore 97310
tive in June 1986 (BI, May 2) Maine Senate approval system for rate changes other professional liability, liquor _BY Glenn Huntley

Proposition 51 eliminates the ap-
plication of joint and several ha-

Ruling unchanged

LOS ANGELES-The California

Supreme Court has denied a re- Comments on the proposed per-

manent rules can be sent to the Or-

bility to non-economic damages in
liability lawsuits

The effective date of Proposition
51 was tested in Evangelatos vs
Student Science Services INnc,in

IL13kal TRAVIS SOFTWARE'S

the defendants were responsible -

enmil uiscrimination Tesung Manager

chemicals for homemade firecrack-
ersin 1980

Attorneys for the lead defendant,
Van Waters & Rogers Inc, a Seat-
tle chemical distributor, had asked
the state's high court to reconsider
its April ruling on Proposition 51,

but the request was denied with-
out further comment

PHASE 1 » available now, includes a relational database for
gathering andstoring the tremendous amountsofdata specifically
required for SEC 89, much ofwhich employers have not previously
recorded PHASE | accepts downloaded data from any automated
*01 personnel or payroll system It records all the required data about
rl employees, their family members and benefit plans sothatdiscnmi-
nationtestingmaybeperformed Supportsuser-inputtedplanvalues

. PHASE 11, avallablemAug /Sept , 1988,doesthe following
€r « Performs the actual testin%re uiredly SEC. 89 fbrhk/health plans

. » Determines who are Highly Compensated Employees
VANAGie'

+ Calculates discnminatory excess for income reporting purposes
» Performs "What-If" analysis for redesign of benefit plans

* Reports results of tests so that benefit plan design changes, 1 fany,
may be made

PHASE | is $895. (special introductory price).
PHASE 11 is available in single employer or multi-
employer versions (single-employer version as low as $ 1,995.)

Benefit Discrimination Testing Manager
I R C Section89 isintendedtoensurethathighlycompensated

KIINA-
employees receive no more than a fair share of welfare beng§ 4 N

Under Sec 89, employee benefit plans are tested to deter- 4
mine compliance Penalties forboth employer and highly com-
pensated employees may be assessed if tests show non-
compliance

TAvis Software has developed the Benefit Discnmination Testing 4
Manager to help employers, consultants, accountants, and ad-
mmistrators meet the testing requirements of Section 89, and have
theinformation required tomakebenefitplandesignchanges, ifany

The Travis Benefit Discrimination Testing Manager is
available in two phases-

The case is now scheduled for
trial this week in Los Angeles Su-
perior Court, said Deborah Mitzen-
macher of the Los Angeles law firm
of Magana, Cathcart, McCarthy &
Pierry, which is representing
plaintiff Gregory Evangelatos

-By Gtenn Huntley

Health insurer liquidated

HARRISBURG, Pa -The Com-

monwealth Court of Pennsylvania
has declared Lancaster-based Erin

Benefit Assurance Co insolvent

and has ordered ItS liquidation
The action came in response to a

petition filed on April 20 by State

Insurance Commissioner Con-

TRAVIS SOFTWARE'S OTHER EMPLOYEE BENEFIT SYSTEMS

stance B Foster, who on March 4 N\ Flexible Benefit Plan Administration . Cobra Administration
CORPORATE FLEX CORPORATE COBRA
According to the suspension MANAGER

order, as of Dec 31, 1987, Erin had
total assets of $2 6 million and lia-
bilities of $3 2 miillion-a defi-
ciency of $583,887 When the
state's requirement of $150,000 of
capital and surplus is added m, the
company is insolvent by $733,887,

the order said

- MANAGER

The most popular COBRA Administration
system available today' The system automatically pro-
duces up to 291etters, forms and documents required
by COBRA Easy-to-use and complete
Used by over 1300 organizations.

MANASER SUMMARY OF FUNCTIONS

* Notification of Eligibility « Enrollment Form and Times Premium Calcula-
tions « Handles Secondary Qualifying Events « Tracking of Eligiblity Periods for
Each Participant + Management report Module « Change of Address Func-
tion « Termination L£tters « Premium Delay Capability « Monthly Premium and
Eligibility Reports to Vendors « Monthly Premium Notices or Coupons « Late
Premium Notices (user-specified) * 2% Add-on (user-specified) can be delayed for

CORPORATEN
\ FLEX MANAGER / Designed forcomplete rlexiblebenefit plan
\ - - / administration Operators need notbebenefitplan
\4 -W experts Supportsanynumberofemployeeselections
and deduction amounts, prints verification and enroll-
ment forms and performs duplicate claims checking

V Availablemsmgleormulti-employerversions as lowas $2995

FUNCTIONS INCLUDE
« Generates annual election forms 'or each employee « Automatic pre-stored in-
terface with payroll systemtotrackandpost salarydeductiondataregardlessofpayroll
frequency * Generates statements Itsting transactions foreach participant's accounts
« Automatically produces reimbursement checks for eligible be,efi-sin accordance
with parameters determined by IRC Section 125 « Handles "full-flex" plans
« Handles pended claims * Generates an Explanation of Benefits form with each

-ORPORA .

s

Under the court order, the Insur-
ance Department will take pos-
session of the company's assets,
and the commissioner will super-
vise the liquidation of the com-

Pany t - Provid let financial reporting « Full Report Modul
Erin Benefit, which sold pri- paymen rovides complete summary financial reporting ull Repo odule compliance with state cont,nuation laws + Additional Copies for Files + Complete
. : Audit Trail = Multi level Password
marily group accident and health \
insurance pollcies in Pennsylvania, RETIREE PREMIUM BILLING MANAGER OFTIONS (Add'l Cost) SINGLE EMPLOYER  wucremecover

reported $15 million in premium
volume in 1987

Administers Reuree Medical Plans, Reduced Benefit Plans and other "non-deduct" | Custom Letter Writer VERSION AS LITTLE VERSION AS LOW AS

plans requiring payments by retirees, those on leave of absence, etc

Generates billings at user-selected frequency, maintains recelvables agin; file, tracks
account status and supplies data on primary and supplemental carriers as well as manage
ment summary reports

The system is available in single or multi-employer versions, and is only $1295 for
the single employer version

« Custom Report Writer
« Downloading

AS $1295, $3750,

713=496=3737

All persons having claims
against Erin Benefit must file
proof of those claims with the De-

FOR FURTHER INFORMATION CALL

1989, according to an Insurance ALL
Department statement TRAVIS SOFTWARE 1 TRAVIS SOFTWARE CORP S PL;;SEND MORE
-By Collin Nash SYSTEMS- ’

INFORMATION ON
are cor use on IBM PC', PC/XT, 1002 S Dairy Ashford, Suite 206 - Houston, Texas 77077

PC/AT, Personal System 2, COMPAQiI or 100% 01 CORPORATE

compatibles. using PC-DOS or MS-DOS3 Series COBRA MANAGER

Regulators resign

HARTFORD, Conn -Connecti-
cut Insurance Commissioner Peter
W Gillies resigned late last month
to become a partner in New York-
based law firm of LeBoeuf, Lamb,
Leiby & MacRae

Mr Gillies plans to open a Hart-
ford, Conn, office for the firm this
month, he said

Mr Gillies, 56, was appointed to

2 or 3, and 512K main memory anda hard disk No Name |

other software required

‘TM of international Bumness Machines Corp Title

"TM of COMPAQ Compuler Corp
;TM of Microsoft Corp

Company
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T elephome

CORPORATE

FLEX MANAGER |
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Letters

Continued from page 8

tually unregulated and, according
to Mr. Nader, calling the shots.
Certainly they will have less com-
mitment to a less attractive and
more expensive U.S. market. And,
if reinsurers abandon the U.S. lia-
bility market, primary insurers
must follow.

The business of insurers and
reinsurers, domestic and foreign, is
making money. Certainly, insurers
and reinsurers have a duty to pro-
tect and promote the welfare of the
societies in which they operate.
But issues of corporate responsi-
bility aside, insurers and rein-
surers have just as much right as
any other business enterprise in a
capitalist society to offer products
and services at prices and under
conditions.they determine. As
buyers of insurance we may not
like the results (e.g., high premi-
ums, restrictive policy language,

no coverage), but we must concede
to insurers and reinsurers the free-

dom to conduct their affairs as
they see fit.

London's non-marine insurers
and reinsurers can get on reason-
ably well without U.S. business.
Discussion about insurance, there-
fore, should focus on how U.S. in-
surance buyers can reduce their
vulnerability to the vicissitudes of
the worldwide insurance industry.
The last insurance crisis forced
corporate and municipal policy-
holders to devise alternatives, in-
cluding self-insurance and risk-
sharing and group-buying pools.

To ensure the viability of those
arrangements, the managers of un-
intentionally uninsured and un-
derinsured operations started pay-
ing attention to areas where losses
(i.e., attacks on income) were likely
to occur. Risk managers started to
get some respect. Directors of risk

finance got vice presidencies.
Many commercial insurance buyers
became educated consumers. Inno-
vation, loss prevention, loss control
and education are the areas that
need attention now in preparation
for the next insurance crisis, what-
ever its cause.
Yvonne Paretzky
President
Paretzky Information

Network Inc.

Rockyville, Md.

Flex plans do
satisfy needs

To the editor: | am writing in re-
gard to Dave Rodas' letter, "Flex
Plan Costs, Savings Questioned”
(Bl, June 27).

Employers recognize that the
workforce of today is nothing like

the 19505 dinosaur: male bread-
winner, wife at home, two-plus
children and a dog.

In 1988, choice is in; one-size-
fits-all is out. Progressive employ-
ers are the ones that recognize that
cafeteria plans respond success-
fully to the needs of both employer
and employee.

Mr. Rodas is correct to state that
"the fact is, you can obtain the tax
advantages with a simple premium
conversion plan or, at most, the
implementation of FSAs." Pre-
mium conversion plans and flexi-
ble spending accounts are, as de-
fined by the Internal Revenue Code
Section 125, cafeteria plans.

Mr. Rodas cautions, "don't be
surprised if the tax loopholes of

flex plans get plugged or severely
limited in the future.”

Unless a revenue-driven Con-
gress slashes the tax advantages of
all employee benefit plans, | would

For the expected...

and the unexpected

There is only one newsmagazine
that is the leader in covering the
employee benefits market. For
over 20 years Business Insurance
has lead the way in covering and
uncovering the expected and ...
the unexpected.

We've seen this multi-billion

dollar industry through growth
and groans by providing a
balanced editorial package - from
news breaking articles to industry
features and market reports.
We've tracked the market through
turbulent times, political battles,
corporate change, social flux, and

medical mayhem. We've followed
the complexities of this
burgeoning industry - from the

increase of health care suppliers
to the intricacies of health care

influential group of 146,062*
executives with timely guidance
and sharp focus. The right
editorial product and this high
calibre of reader assures

plans. Straight fonvard and
unbiased reporting is why Bl is
the trusted source for employee

benefit managers, their suppliers
and consultants across the

advertisers the kind of exposure
they depend on for results.

When it comes to the expected
and the unexpected - the choice
is crystal clear.

nation.
*includes pass-along

Bl's editorial commitment mirrors

our readers’' commitment -

Business
iNsurance

a publication of Crain Communications Inc

relying on Business Insurance to
guide, advise and report. Each
week Bl provides this highly

For advertising information call: Donald Walsh, Ad Director 212-210-0133
For circulation information and rates call: Customer Service 800-992-9970

For EBC Conference/Competition call: Barbara Dalton 212-210-0780

be surprised. Just six months ago,
Congress rejected a proposal to tax
cafeteria plans. Congressmen and
senators don't ignore the needs of
their constituencies. Last winter,
American employers and employ-
ees phoned, wrote and visited their
Capitol Hill representatives, leav-
ing over 60,000 messages that pro-
claimed the need for cafeteria
plans.

Key members of the House of
Representatives and Senate, staff
and Treasury Department officials
have told us within the last four
months that they believe cafeteria
plans will not be singled out be-
cause of the grassroots pressure
applied by employees and employ-
ers in 1987.

Last, and in Mr. Rodas' words
"certainly not least, those dirty

words: adverse selection.” Em-

ployers and their advisers can de-
sign cafeteria plans to mitigate ad-
verse selection by the pricing of
various options. Once again, every-
body wins with flex.

Yes, we have surveys and reports
that cheer on cafeteria plans, but
the simple fact is that flexible
compensation sells itself. In the
real world, it offers bottom line re-
sults.

Kenneth E. Feltman
Executive Director
Employers Council on
Flexible Compensation
Washington, D.C.

Invest in care,

HMOs urged

To the editor: | read with great
amusement "Employers Too Hard
on HMOs: Analyst" (BI, July 16). |
could hardly contain myself! Is Mr.
Abramowitz for real? Or did he just
return from a long trip to Mars?

HMOs are a business. They must
be run as any other business and
should not be given special consid-
erations or treatments.

Theynnust be held accountable
to their shareholders, employees
and clients.

Benefit managers have a respon-
sibility to their employees-not to
the HMOs of America. Yes, we are
concerned with health care costs.
However, given a choice of cost
over quality, I'll choose quality
every time. And so will the 1,100
employees under my shield.

Our company offers four HMOs
and a standard indemnity plan. We
see a constant switching; not from
the indemnity to the HMOs, but the
reverse. Our employees enroll in
the HMOs only to receive the
"shuffle treatment” at the facili-
ties and mediocre care when they
do get in. Next enrolilment, they
choose the indemnity plan.

I was particularly offended by
Mr. Abramowitz's comment that
"employers have no clue about
quality. . ." and that "complaints
prove that cost effective health
care is being delivered." The em-
ployers are employees, too, and
don't appreciate the ineffective
care being delivered by HMOs any-
more than the rank and file em-
ployees. And complaints prove in-
adequate care, not cost effective

Mr. Abramowitz, if you want
corporate America to accept
HMOs, don't spend money on "bet-
ter communications with benefit
managers." Spend it on improv-
ing medical care being provided by
the HMOs. The communication
that matters to a good benefits
manager is the positive comments
heard from satisfied employees,
not pencils, calendars and coffee
cups on the benefit manager's
desk.

Karen T. Baumgardner
Employee Benefits Manager
H&C Communications Inc.

Houston, Texas



By JUDY GREENWALD

CHICAGO-Property/casualty
insurers predict the move toward
self-insurance will accelerate be-
tween now and 1995, according to
a recent survey.

"They perceive it as a competi-
tive threat," said Thomas J. Skelly,
insurance industry director-con-
sulting for Arthur Andersen & Co.

But, both property/casualty and
life/health insurers expect strong
premium volume growth between
now and 1995.

Survey panelists also predicted
that property/casualty and life/
health insurers would move away
from promoting "one-stop shop-
ping" and move toward "market-
niching."

Results of the survey, titled "In-
surance Industry Futures: Setting
A Course for the 1990s,"” were
based on responses by panels com-
prising about 150 property/ca-
sualty and life/health insurers.

The survey was conducted by
Chicago-based Arthur Andersen
and the Life Office Management
Assn. of Atlanta.

According to the survey, ad esti-
mated $35 billion to $55 billion, or
20%-30%, of the total U.S. prop-
erty/casualty insurance market al-
ready has been "lost" io self-in-
surance, including captives and
risk retention groups, and this loss
is likely to grow by 1995.

For instance, the survey noted
that among the property/casualty
insurance panelists:

= 42% believe self-insurance by
utilities is a significant threat now,
and 78% believe it will be by 1995.

* 34% believe self-insurance by
governmental entities is a signifi-
cant threat now, and 65% believe it
will be in 1995.

= 21% describe self-insurance as
a significant threat in the manu-
facturing field, and 61% expect it
to represent one by 1995.

* 21% regard self-insurance by
energy firms a significant threat
now, and 52% say it will be in
1995.

= Only 9% believe self-insurance
in the health care field is a signifi-
cant threat now, but 50% believe it
will be in 1995.

» Only 4% regard self-insurance
in the transportation field as a sig-
nificant threat now, but 43% be-
lieve it will be in 1995,

Still, property/casualty insurers
expect strong premium volume
growth between now and 1995 in
several areas of coverage, particu-
larly in medical malpractice and
general liability.

Some 48% of the survey panelists
expect premium volume growth
rates of 15% or more in medical
malpractice insurance, while 24%
anticipate growth of 15% or more
in general liability insurance.

Some panelists also expected
premium growth rates of 15% or
more in workers compensation, au-
tomobile, multiperil, package,
surety, fidelity and ocean marine
lines.

In addition, at least 40% of the
respondents expect 10%-14% in-
creases in premium volume growth
in all lines between now and 1995.

A total of 8% of the group health
insurer panelists expect more than
15% premium volume growth in
group health coverages, and 26%
anticipate a 10%-14% increase.

Seven percent of the life insur-
ers expect more than 15% growth
in group life volume, while 22%
expect a 10%-14% hike.

Only 4% expect more than a 15%
increase in premium volume for
group pension plans, but 32% pre-
dicted a 102-14% increase in
group pension plan premium vol-
ume, according to the survey.

"Overall, property/casualty pan-
elists expect healthy premium in-
come growth, perhaps due in part

to the availability of surplus in the
late 1980s after several profitable
years," the survey explained.

The survey, referring to both
property/casualty and life/health
insurers, also noted that the pro-
jected high premium volume
growth rate may reflect some an-
ticipation of rising inflation and
optimism about economic growth.

In addition, most panelists be-
lieve that only companies that al-
ready are offering diversified fi-
nancial services will be successful
as one-stop markets. The survey
noted that insurers began devel-
oping strategies in the late 1970s
and early 1980s to deliver a wide
range of products and services.

A total of 83% of the survey pan-
elists give very large insurers a low
or a very low chance of success if
they implement a one-stop prop-

Insurers are saying,

'We'll do what we do

best and more cost

effectively,’ says
Thomas J. Skelly.

erty/casualty shopping plan in the
19905.

Similarly, 70% of the survey re-
spondents do not expect very large
insurance companies that begin of-
fering a wide range of life and
health products in the 1990s to
succeed.

The insurers are saying, "We
can't be all things to all people, but

we’'ll do what we do best and more

cost effectively,"” Mr. Skelly said.

WE'RE OFFERING
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Among other survey findings:

- Some 56% of the health insurer
panelists believe it would be a
highly effective strategy to discon-
tinue writing business in states
that prohibit testing for AIDS, and
35% more believe it would be
somewhat effective.

On the other hand, 96% of the
health insurer panelists said it
would be ineffective to maintain a
favorable public image by continu-
ing to do business in those states
without taking other action in re-
sponse to AIDS test prohibitions.

* Property/casualty insurance
panelists believe that improving
customer service levels to differen-
tiate companies and products is the
best strategy to address clients’
perception that property/casualty
insurance is a commodity.

"All our property/casualty pan-

elists believe the public considers
their products as commodities, and
in recent years this has heightened
the already intense price competi-
tion in the industry,"” the survey
said.

- A majority of property/ca-
sualty panelists believe tighter un-
derwriting standards would be a
highly effective approach to solv-
ing reinsurance industry problems,
such as "difficulties ranging from
technical insolvency to fraud."

But, more than three-quarters of
the panelists believe lobbying for
stronger regulation of the reinsur-
ance industry would be ineffective,
the survey said.

Copies of the study are available for
$75 from Edward F. Bader, Arthur
Aniemen & Co., 1 Financial Plaza,
Hartford, Conn. 06103; 203-280-0600.
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Universal Marine

Marine director Charles Duffy, when the Bermuda Supreme Court
who opposed the payment, and left issued a compulsory liquidation
Continued from page 2 Universal Marine cashless and un- order
in the report able to meet a "statutory demand” Universal Marine began in 1973
In addition to ItS liabilities to for 70,645 pounds ($122,922) from to write property and casualty re-
Cherokee, Universal Marine owes two Lloyd's syndicates
others about $30 million, accord- Under Bermuda law, a statutory By 1982, coverage for unrelated
ing to the report to creditors demand that goes unpaid consti- companies generated 98% of its
Universal Marine had begun a tutes grounds for a compulsory $14 2 million in 1982 premiums
policy of commuting its -iabilities "winding up" or liquidation As a In 1979 and 1980, Universal de-
in 1985 About 20 to 30 creditors result, Universal Marine sought clared dividends totaling $52 mil-
represented 90% of Universal Ma- winding up on March 29 lion
rine's ultimate liabilities, exclud- The report says that legal advice

insurance for unrelated companies

But, following losing money
ing Cherokee, the report says is being sought regarding the $1 2 after 1980, Universal Marine vol-

By 1987, It had commuted con- million transfer and that "while untarily stopped undelwliting In
tracts with 14 creditors for $2 5 Universal Marine and the credi- March 1984 It had been promised
million tors' positions are being protected, a 'substantial capital injection" by

As of Dec 31, 1987, Universal It would not be appropriate to le- Ingram Corp in 1983 that never

r Marine was insolvent by $2 8 mil- port further on this transaction " matenalized, according to the re-

lion Universal Marine's assets as Mr Weed observed that Univer- port

of Dec 31, 1987, were $8 1 million, sal Marine's liquidator may be able In 1986, its operating loss was $5

but the report to creditors suggests to recover several million dollars million, the report says

that the money IS not available including amounts due
Of the $8 1 miillion, according to from Universal Marine affiliates

the report

in assets, Universal Marine may have been
“technically insolvent for a num-
The extent of these recoveiies "just ber of years," the report says Uni-
« $3 6 million was reinsurance depends on how successful they are versal Marine's statutory financial
recoverable, which Mrs Daniels against the Ingram empire," Mr returns to the Bermuda govern-
says is of "doubtful recovery " Weed said, adding that the liquida- ment had been qualified by audi-
0O $2 4 million is in cash and tor also should be able to collect tors for four years in a low, 1983-
time deposits, which were pledged the relnsurance recoveiables
as security to a bank Also among Universal Marine's Univeisal Marine is being sued
As of March 31, 1988, about $2 listed assets was $30,000 woith of in seven legal actions in the United
million in letters of credit issued office equipment and fixed assets States, according to the report,
by Universal Marine wete out- However, Universal Marine's of- which does not name the plaintiffs
standing, according to the repoit Ingram Corp , meanwhile, ' has
* $2 million was due from affili- bare--except for an answering ma- been insolvent since 1983 and, for
ates, including $1 2 million in cash chine and records in disalry- all practical purposes, has been
that was transferred in October when representatives of the Ber- wound up outside the bankiuptcy
1987 to a bank account in New Or- muda goveinment visited them on laws of the USA," according the
leans March 31, the report also says All report, citing Ingiam's Wilton
"It appears these funds were lent furniture had been sold McCay, who the teport described
to a foreign corporation believed to The 15-page report, dated June as Ingiam's president and general
be owned by F B Ingram Sr," the 23, was issued to creditors earlier counsel
report says Mr Ingram, according this month in preparation for the11 In addition, Ingiam Corp in
to the report, IS believed to be the first general meeting, scheduled February sold Univeisal Marine to
ultimate beneficial owner of Uni- for this Thursday in Bermuda
versal Marine through a Panama-

1986, the repoit says

fices in Bermuda were virtually

Ingram's parent, Cayman Island-
The report charts the downfall of based company, Ingram Interna-
nian holding company, Ingram In- Universal Marnie flom ItS forma- tional Ltd , for $1
ternational Ltd S A tion in Bermuda in 1967 as a cap-

The report also states that the :ive insurer writing insuiance only Alao contnbutlng to thi 6 report
October transfer ofthe $1 2 million for the lisks of affiliated com- was New York Bureau Chief
led to the dismissal of Universal panics to its demise on April 11 Douglas MelLeod
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how changes in the liability al- In addition, the new facility will costs by doing more work in-house solve this controversy, the facilit>

location formula would be deter- be divided into two separate Mr Fitzpatrick said He predicted estabhshed a fund that would pak
Continued from page 1 mined branches one overseeing adminis- the new facility's staff would be al- defense costs for claims filed
said Mr Fitzpatnck, who predicted However, he did say a modifica- tration and one overseeing claims most double that of the Asbestos against pre-1966 policies where
that a minimum of 25 producers un11 tion of the formula would not re- handling, Mr Fitzpatrick pointed Claims Facility
loin the new facility

Asbestos facility

the Ploducer had no other defense
"Both insurers and producers coverage

= Claims-handling philosophy The administrative branch will have recognized the need to ex-
mal facillty say they are interested in Members of the original facility be responsible for information pand the current staff,"” he said
loining the new facility, accordmg to fell into two distinct ideological gathering as well as day-to-day But one area on which _nsurers have ruled that the duty to defend
Mr Fitzpatrick While the number of camps Some members wanted to administration of the facility's fi- and producers cannot agree 15 under pre-1966 policies ends when
Insurers that will eventually lom de- group together similar claims and nances, he said
pends on which producers jom, Mr settle them expeditiously, while

quire a vote by facility members out

All 16 msurers that iomed the ong- However, since the formation ot

the original facilit 1, many couits

whether the new facility will have the policy 1,mits are exhausted
Among other things, this branch a central fund to pay defense costs Thus, insurers are staunchly op-
Fitzpatrick predicted a minimum of other members wanted to evaluate will collect information on new related to claims filed against pre- posed to incorporating a defense
13 insurers would loin the new claims each case individually and settle claims being filed, the mix of dis- 1966 policies
facility

fund in the new facility

At the time the original facilit> According to Mr Gilbert, who
"All those producers who have and defense costs, Mr Fitzpatrick was formed, courts were split over repres ents asbestos producers, the
claim counsel for Aetna Life & Ca- stated they want to go ahead with said

each on its own merits eases represented by the claims

However, John F Shea, vp and
whether a primary insurer's dut> insurer's stance could cause sev-
su a 1 ty C o in the new facility want expeditious In addition, this branch will co- to defend extended beyond the eral producers not to Join the new!’
e./.*1&1 Hartford, Conn, claims handling," Mr Fitzpatrick ordinate the sharing of informa- limits of pre-1966 policies To re- facility -
said many insur- said The new facility will be tion with members of the original
m ers still are skep- "more aggressive in settling claims facility that do not join the new
tical that a including claims not on trial facility "Clearly there will be
smaller facility dockets "
4 would be eco- - Governance The original fa- that withdraw,”" he said However,
'11*4 nomically feasi- cility was criticized because of its those guidelines have not yet been
ble "You can't one-man, one-vote governing established
lustify the same structure So, producers and in-

some sharing with the members

We'"ve just taken

the "'bugs" out
of insurance for

In addition, it has not yet been
overhead for a surers establishing the new facility decided whether the new facility
smaller facility,”

he said

have agreed that votes will be will share Information with the
weighted according to each pro- trust set up in the Manville Corp

Mr Fitzpatrick also said he has ducer's share of liability
received inquiries about the new fa-

Mr Fitzpatrick

reorganization, he said -
R, exterminators!

"The larger producers feel (a
cility from a half-dozen producers one-man, one-vote governance dling branch will have an ex-

The new facility's claims-han-

and insurers that never Joined the structure) allows the smaller pro- panded staff of attorneys and
original facility ducers to gang up on them,” Mr claims handling personnel that

The Asbestos Claims Facility was Fitzpatrick explained
formed in June 1985 when 34 as-

will enable the new facility to cut

AND WE INVITE AGENTS AND
BROKERS TO WORK WITH US TO
COMPETE FOR THIS BUSINESS WITH
THIS UNIOUE BROWNYARD PLAN!

bestos producers and 16 insurers

signed the Wellington Agreement,
named for Yale Law School Dean

Facility's volume increases

Harry H Wellington, who chaired

the negotiations that led to the for-
mation of the facility

The agreement settled insurance
coverage disputes stemming from
asbestos bodily Injury claims and
provided a joint defense against
claims brought by asbestos victims

Two-and-a-half years later, how-
ever, member producers became di-
vided over how the facility was go-
verned and how the liability of
individual producers was allocated
Eventually, seven of the largest pro-
ducers withdrew from the facility,
which triggered the organization's
demise (BIl, May 30, Nov 16, 1987)

The seven producers that with-
drew-Eagle-Picher Industries Inc
of Cincinnati, Carey Canada Inc
and Celotex Corp , both units of Jim
Walter Corp in Tampa, Fla, Fibre-
board Corp of Concord, Calif ,
Owens-Corning Fiber-glas Corp of
Toledo, Ohio, Owens-lllinois Inc of
Toledo, and Pittsburgh-Corning
Corp of Pittsburgh-are not in-
terested in joining the new organi-
zation

The new facility, which plans to
begin operations on Oct 3, will dif-
fer from the existing facility pri-
mainly in three respects

- Liability allocation One of
the fatal flaws of the original facil-
tty Was its rigid system of allocat-
ing liability among its members
Each producer's share of liability,
which was based on historical
claims data, could be increased
only 15% after the first year and a
maximum of 15% every three years
thereafter

For example, a producer with a
1% share would be responsible for
only 1 15% of the costs after the
first ad]Justment In addition, its
maximum liability over the next
three years would be 1 32%

PRINCE
Claims Fa
first half of

TON, N J -Despite the uncertainties clouding the Asbestos

cihty, the organization achieved several milestones m the
1988

Specifically, the first half of 1988 marked the first time the number of

claims settl

led equaled the number of new claims filed and the first time

the number of non-cash settlements exceeded the number of cash settle-

ments, explained Lawrence Fitzpatrick, actmg chief executive officer of

the facility
In the fir:

st two quarters of 1988, the facility settled a total of 7,915

claims, compared with approximately 3,000 claims m the first half

of 1987 Of

the 7,915 claims settled m 1988, 3,932 were settled with cash

payments and 3,983 were settled wilth non-cash payments

A non-cash payment occurs when a worker who has been exposed to
asbestos but has not actually manifested any asbestos-related disease

files a clai

m to avoid running mto statute of limitations problems In

such cases, the facillty agrees to walve the statute of limitations m

heu of a ca

sh settlement

In addition, m the first half of 1988, the average settlement dropped

by approxi

mately $4,000, said Mr Fitzpatnck, who would not disclose

the amount

Before the Asbestos Claims Facihty was formed, producers won only

28% of the
trick Smce

cases and the average verdict was $600,000, said Mr Fitzpa-
the facnity was formed producers have won 65% of the cases

and verdicts have averaged about $330,000, he said

"Clearly,

the disease mix of cases filed recently is not nearly as se-

vere as cases filed five years ago," Mr Fitzpatrick explamed

When the mix of claims shifted i

to those filed by tire, steel and
sheet metal workers from those
filed by shipyard and insulation
workers, the liability allocation
formula could not be adequately

1 - zn 'Calrodst Caf€ t*1*

It features

- Liability written on an Oczurrence basis

- Warranty Coverage

- Sudden & Accidental PO lltion Liability f

- Care, Custody & Control Coverage

- No deductibles

- Contractual Coverage (ForAssumed Liability)
- Personal InJ-jry (Invasion of Privac* etc )

- Advertising Liability
- Medical Payments
- Umbrella Liability to 54 million

Plus-you gain the professionalism of

and applications, call or write today

The Brownyard Group For full information

We Take On The lough Ones

BROWNYARD

\ BROTHERS

20 Fourth Avenue,BaySfore,NY 17069E 38
800 645 5820(In NY 513666 5050) Fa=> (516)656 5723

Workers' Compensation

«An injured worker is entitled to adequate and

approprzate compensation for a work-related injury.
But if you don't know what is adequate and appro-
priate for each case you administrate, you may be
overcompensating

Cost Care's Workers' Comp-ensation-Cas-e Man-- -. *' -

agerfient pmgram is a-uni4ue combination of
proven programs designed to reduce overall
Comp costs by up ta 25% while reducing.indeme
nity costs and litiZation at the same time.

a*d find Al*kbout -

- - .WorkersLCon(FOse-M*agin® - -n-'3®55-

t---- 6,rys. f -BBea**78)rimfi.GInMnsation cdit*J -er,
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INn addition, if a new genre of

claims begins pouring in, payments

for those claims will come from a _5__' I 1
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The professional marketplace

RATES AND CLOSING TIME:

Rates: Display classijied is $92 75 per column inch, mimmum of one inch Straight class0Oed is Closing: Published every Monday, Copy must m typewritten form by noon Tuesday, 6
$750 per line. minimum Of 5 lines. Count 34 chamcters per hne (indude a:ch space and days preceding publishmg date. No verbal phone copy accepted Prepayment required for
punctuation as a character) Additional $15.00 charge for all blind box ads. Only those reponses strmght advertisements. Mail ads to Margaret Hikido, Classified Advertising, 740 N Rush

which ft into a business size envelope w, |l be fowarded Responses are fowarded daily

COMMERCIAL
TRANSPORTATION
INSURANCE PRODUCER

P&E producer that specializes In commercial
transportation Insurance wanted Preferably with Major NYS Trade Assn Mini. City of New York 8
5 or more years expenence Leads furnished mum 5 years Exp in W/C & Gp tal benefits for 19,00

Must be willing to relocate to the beautiful managers, Is and confiden-

ffici
Tampa Bay area Good benefits and excellent Health at claims or administrative L}afemplo ees The Fund is soliciting
R N level College degree, insurance proposals from qualified vendors in-
opportunity Salary commensurate with ex-

related field desirable Resume to terested in competing for its ongoing
penence Please send resume to

ASSISTANT

INSURANCE DIRECTOR REQUEST FOR PROPOSAL

Y OF NEW YORK

Box 2450, Business Insurance EXEC. VP. upplemental Life and Accidental
740 Rush St

Chicago, IL 60611-2590 Albany, New York 12224

MARKETING
MANAGER

Large Insurance agency has an exceptional opportun ty in

inal plus four

4) copies of bid propo
als by August 3% ? p prop

Tampa, Flon(la for an innovative and assertive professional
with a minimum of 5 years as a Marketing Manager Indi
vidual must possess a high degree of expertise and knowl- THIS AD IS
edge of marketing strategies, distnbution networking,
identifying competition and be highly analytical Emphasis
is on recognizing changing demands and creating new REACHING
products in response to these demands Select candidate
would have property and casualty insurance experience
This position offers a competitive salary and excellent ben-

efits Send salary requirements and resume to
NAS REPLY SERVICE

Dept. 8aTPIOBIMM
P.O. Box 14279

Tampa, FL 33690
Equal Opponuity Emploker

OVER 150,000

EXECUTIVES.

MANAGER-
PROPERTY LOSS CONTROL

If You Want International Responsibility,
You Have To Join A World-Class Organization.

We're Johnson & Johnson, a company you already know for an unlimited
range of health care products sold throughout the world You are a Property
Loss Prevention expert who's now probably working in insurance, but are
ready for a major career move to a world-class organization that will give you
all the responsibility, and rewards. you can handle on an international level

THE CHALLENGE To make a major impact on our global loss control
efforts by setting and meeting corporate objectives

« Evaluating Corporate and Operating Company Property Loss Control needs
« Communicating to top management

« Developing and administering worldwide loss prevention programs

« Acting as a focal point for Corporate and Operating Companies interfacing
with insurance companies on PLC issues

* Providing any technical assistance where needed, including ccmplex
engineering and financial problems. and sales through the application of
advanced scientific concepts

THE REQUIREMENTS The dedication to make a difference and grow with

a Fortune 500 corporation

« College degree, preferably in Engineering or Fire Protection

- Five to seven years' experience In fire protection engineering in an
insurance company or corporate environment

*The ability to speak a foreign language is a plus

« Good communication skills, especially the ability to explain technical matters

« Willingness to travel 30% worldwide

The successful candidate will receive a salary commensurate with the impor-

tance of this position, our outstanding benefits package, and the opportunity

to grow with a company that's renowned in Its multitude of health-related

fields If you're the Loss Prevention professional we're looking for, please

send your resume and salary history to Johnson & Johnson, Mr JT Howard,
ATTN WH5625. One Johnson & Johnson Plaza, New Brunswick, NJ 08933

An Equal Opportunity Employer

*W"*40'1

Leadership Beyond Compliance

BUSINESS OPPORTUNITIES BUSINESS OPPORTUNITIES

CIT
For Worker's Comp, Major Med- GROUP LIFE INSURANCE BENEFITS e ing
leal Life, DBL, dental programs The Management Benefits Fund of the P&C producer

rovides supplemen- derson P 0 Box 2546, Pensacola, FL facillties, specifies criteria for con- The Board of Education, City of Chi-
active and re- 3251

St Chicago, IL 60611 For more information call 312-649-5340

HELP WANTED HELP WANTED

FLORIDA OPPORTUNITY SENIOR FIRE PROTECTION ENGINEER

SR b"S“egd F;ﬁ‘hﬂ ?réc 63 TsUranBe Tispartiient, EstablishBs fir
en

resume to C An protection guidelines for all Company

MANAGER, LIFE SAFETY AND
PROPERTY LOSS CONTROL

struction projects and interfaces with cago Cover 40,000 employees) is in need
Insurance companies Applicant must of an experienced, talented, adminis-
have a BS degree in Engineering, 5-7 trator with professional credentials,
years experience in HPR engineering Bachelor's Degree (Business or Occu-
including plan review An understand- pational Health and Safety) required,

NOTICES

%roup insurance program of Optional METROPOLITAN TRANSPORTATION ing of the Forest Products industry is Master's Degree preferred Only appli-

AUTHORITY NOTICE desirable Opportunity for growth in cants with three to five years of verifi-

CAPITOL STATION BOX 7347 Dealh and Dismemberment Ins.trance ts hereby given that the Metropolltan team-oriented environment Send re- able, documented, experience in insti-
A letter of intent should be submitted Transportation Authority will receive sume and salary histo
within two weeks (2) of this notice De- proposals for the provision of Risk haeuser Company, Marla
tails can be obtained from Mr James Management Consulting Services All 2H34-8, Tacoma, WA 98477
A Paul, Director, Management Benefits such proposals must be received by the
Fund, 100 Church Street, Room 1620, MTA at its 347 Madison Avenue ad-
New York, NY 10007, (212) 566-6701 cress by the date and time shown
Interested bidders must submit an orig- below Copies of the RFP listed below Large MGA desires an Underwriting directionof a comprehensive life safet>
s- nay be secured from Mr Richard Manager with knowledge of trucks, and property loss prevention program

to Weyer- tutional or industrial occupational

ea, CH safety and health insurance and/or fi-
nance need apply, successful admints-
trative experience in the field of insur-
ance, claims and workers

UNDERWRITING MANAGER compensation programs Duties include

Thompson, Bid Coordinator, Depart- property, and general liability Experi- Insurance acquisition and claims actl-
ment of Procurement Services, Metro- ence in dealing with London, a plus vities for property, liability and scho-
politan Transportation Authorlty 347 Call Sandy Manuel at (703) 687-3110 or lastic sports mluries Involvement in
Madison Avenue,NY NY 10017 1-800-423-3902 Mail to P O Box 939, casualty and proverty insurance Ap-
REP NO DATE TIME Middleburg, Virginia 22117 plicants MUST adhere to the residenc>
2-01-88199-0 Aug/23/88 3 OO0 P M regirement of the municipality Sal-
FOR Risk Management Consulting ary and benefits commensurate with
Services mid-level responsibilities All re-
sponses no later than 8-15-88 Box
2447, Business Insurance, 740 Rush
St , Chicago, IL 60611 -2590

CORPORATE CLAIMS CONSULTANT
WORKERS' COMPENSATION

IN THE SUPREME COURT OF BER- Progressive, growth oriented top 20
MUDA CIVIL JURISDICTION broker/TPA 1 mid-Atlantic and
1983 No 29 Southeast is seeking applicants for this
IN THE MATTER OF DOVER newly created position We offer a com-
INSURANCE COMPANY LIMITED- petitive compensation package and a ADMINISTRATOR

m liquidation ground floor opportunity in a quickly nicipal Lea Risk Po
ACN(pMIL\IALIﬂEESMVeLLEIBGOSPTHE growmg firm The successful candidate The Alas a un|C|pg|JEeague J%lnt In-
( WI possess a collee d esgree and 4 + suranee Association, Inc seeks a quah-

c
ACT 1977 fled individual to admlnlster a state-

S T %&%@ggﬁ; g e b il 1T THEALIA R

£ e|n \%ound argja dateg Hedervls?oc ggtrllgnace?s aUS a % ?nnL?nﬁ:I aI|| d
Eetb \Pi stlg #\?/Boﬁfavgn gr‘Fé) |ncon ence ¥ %15(? ?}glj 7 %Fctve 8})/% ?9%13
}ﬁ/ousé/ah(l)s_ ar E%%uqre DLW |thjq Qen ;NIh esume and,salary requite- Qual ications Inclu hree eats min-

ience in public entity risk
tahﬂﬁ full christian and sumames, their ance, 740 Rush St, Chlcago IL60671- - mARAGeRET, Matrance. ad Tocar govs
Llars of their debts and claims, and the ernment management Working experi-
rames and addresses of their solicitors ence in public entity pools and private
('.f a'.jy) to Charles W Kempe, Jr,CA, N in public administration, finance, or
Liquidator of the said company, at the related field referred Salar
cffices of Chiltinglon Intermediaries o0 0600 DOE wwith oo lonc oy,
‘-'.'“"ed' Suite 8, St Saviours Wharf, fits Excellent opportunity to develop
Mill Street, London SEI 2YP, England and work from the start with an excit-
and, if so required by notice in writing
from the Liquidator to come in and
grove their debts or claims at such time
and place as shall be specified m such
rotice, or in default thereof they will be
excluded from the benefit of any distri-
tution made before such debts are ’
Eroved Dated this 24th day of June,

1988 Charles W Kempe, Jr CA, Lig-
Lidator

Bl Classifieds

assure ing program in the most beautiful 6tate

Job description available Position
available immediately (6/29/88) and
will be filled as soon as possible Senc
resume and three professional refer-
ences to Scott A Burgess, AML/JIA
Treasurer and AML Executive Director.
AML/JIA, 217 Second Street, Suite 200.
Juneau, Alaska 99801, (907) 586-1325

top quality

results!

This is YOUR Environment for

STRATEGIC MARKET PLANNER

If you're ready to take charge leading a team that will develop and implement your winning strategies, this
is theidealopportunity foryou Reporting directly to and working In close partnership with our Chief Market-
ing Officer, you will assume a wide variety of top-level marketing and market planning responsibilities To
qualify, you must have an MBA, plus at least 10 years of impressive expenence In the design, development,
implementation and evaluation of strategic marketing plans, preferably in commercial, health and/or life
Insurance Superior communications, problem-solving presentation and leadership skills are essential

GENERAL MANAGER
-Regional Marketing

We'll lookto yourdnve, expertise, and experience to dellvernew levels of success in our Northern and West-
ern Virginia territory As the leader of a 50 person sales Staff with significant anticipated growth and an
extended broker network, you will have full responsibility for the continued success and consistent sales
enhancementof our full line of products including health and lifeinsurance, utilization review and dataanaly-
sis services, health wellness, etc You will set ambitious goals and then devise the strategies and approaches
designed to ensure that the goals are met spectacularly To qualify, you must have a Bachelor's degree
plus 10years of experience m Marketing as well as 5 years of experience supervising a successful sales force
A sound knowledge of commercial, health and life insurance products is preferred Excellent motivational,
leadership and communications skills are essential

Please send resumesto George P Sweeney, BLUECROSS/BLUE SHIELDOF VIRGINIA, 2821 Emer,wood Park-
way, PO Box 27401, Richmond, Virginia 23279 An equal opportunity/alfirmative action employer m/1/hN.

This is Today's
Blue Cross and Blue Shield

of Virginia.

Blue Cross
Blue Shield

of Virginia



V.I.P. RESOURCES, INC.

Executive Recruiters

EMPLOYEE BENEFITS
200 Park Ave.. Suite 303E
New York, New York 10166
(212) 344-2100

RISK MGMT.
ANALYST

Georgetown University Hospital,
a 500+ bed university teaching
setting, has an immediate need
for a dynamic and seasoned Risk
Management professional, for
our Office of Legal Affairs. In-
cumbent will assume a highly
visible role interfacing with all
levels of management in execut-
ing our Risk Management Pro-
gram. In addition, the position
will have primary responsibility
for completion of our systems
conversion, daily data collection,
entry and analysis. Candidates
will have several years of pro-
gressively responsible hospital-
based Risk Management experi-
ence and demonstrated expertise
in systems development and im-
plementation. Qualified candi-
dates please submit resume, with
salary requirements, to:

Betsy Caine
Human Resources Department
Georgetown University Hospital
2233 Wisconsin Avenue, NW
Suite 318
Washington, DC 20007

EOCE

Business Insurance

Circulation

Breakdown™

Commercial Consumers

Administrative:
CEO's Presidents and Owners 2,779

Vice-Presidents, General Managers

and Other Administrative Personnel

.. 3,155

Financial:
Chief Financial Officers and Vice-
presidents of Finance.. ... 2,732
Secretaries, Treasurers, controllers

and other Financial Personnel 5,585

Risk/Employee Benefits:

Vice-presidents, directors, manag-
ers, and other related department
personnel of: insurance, risk, em-
ployee benefits, personnel. com-
pensation, pension, safety, security,
industrial relations, human re-
sources and employee/labor rela-

tONS. ..o .. 10,021

Sub-total.................

Associations............... ... a81
Government, Unions and Educa-
tional Institutions . o722
Commercial Consumers

Sub-total............................ 25,725

Insurance Agents and Brokers 10.697
Insurance Companies.............. 7,344

Actuaries, Attorneys, Adjusters, Ap-

praisers and Consultants........ 4,311
Others Allied to the Field.. ...1,982
TOTAL. .o 50,059

Source Business/Occupational
breakdown of qualified circulation,
Nov. 30, 1987 issue, as submitted to
BPA for Dec. 1987 BPA Publisher's

Statement.

DUnNNeSS 1766UTUACe, AUgUSL 1, 1300/ 1J

The professional marketplace

YACHT UNDERWRITER
Large agency is seeking an ex-
perienced Yacht/Pleasure Boat
underwriter with knowledge of
various rating territories to work
in newly developed national
program. Must be a "take
charge" individual with back-
ground in underwriting, com-
puter rating and claims proce-
dures. We offer an excellent
benefit package.

Box 2448, Business Insurance

740 Rush St
Chicago, IL 60611-2590

SOUTHERN NEW JERSEY
AGENCY SEEKS

Property/Casualty agency with
$1,000,000/$2,000,000 volume.
Prefer candidate with heavy per-
sonal lines' volume. Must have
good company representation and
be located in our geographical
area.

Please reply in confidence to:

John Kelly
Senior Vice President & CFO
P.O. Box 8284
Cherry Hill, NJ 08002-0284

| RISK MANAGER

1 City of Arvada, CO

Reports to Deputx Cité/ manager;
B A. with maior course work innre-

lated field + 3 yrs. progressively

1 responsible experience in risk
management adminidtration; ARM
and experience in self-insured
workers compensation and gen-
eral liability programs desired. Sal-
ary range: $26,244-$34,476. Send

resume to:
Personnel Dept.

City of Arvada

8101 Ralston Rd.
Arvada, CO 80002

Position open until filled
E.O.E

The

Professional

Marketplace
TARGETS

your BEST
JoB

Candidates

PROPERTY & CASUALTY
OPERATIONS

Large insurance agency has an exceptional opportunity in
Tampa, Florida for a dynamic professional with a mini-
mum of 10 years insurance company experience. This indi-
vidual would manage internal operations consisting of un-
derwriting, systems, administration and claims. A strong
analytical ability and a high degree of knowledge and ex-
pertise in each of these areas is a must. Excellent opportu-
nity with a highly successful company, includes competi-
tive salary and outstanding benefits. Send salary
requirements and resume to:

NAS REPLY SERVICE

Dept. 8TP10-BIPC
P.O. Box 14279

Tampa, FL 33690

Equal Opportunity Employer

WORKERS'
COMPENSATION
MANAGER

Opportunity to manage the Workers' Compensation
Program for a major food processor. Position will
establish a new self administration department and
have responsibility for managing claims. fulmling
self insurance requirements and maintaining sound
employee relations.

Requires an individual capable of proactively manag-
ing workers' compensation as well as communicating
effectively with all levels of the organization. Re-
quires college degree, self insurance certificate and
6-8 years experience Position located in Modesto, CA.

TVG is a major California based food processor pro-
ducing fruits and vegetables for retail, branded and
food service markets and employing 10,000+ people.

We offer an excellent salary and benefits. Please
send resumes to V.R Employee Relations, P.O. Box
6489, Modesto, CA 95355. EEO/AA
TRI
VVALLEY
1 51 Y GROVWERS TM

1

FOR SALE

INSURANCE AGENCY
MANAGEMENT
COMPUTER SYSTEM

Hardware: IBM Series 1 and
11 terminals (18 months old)
Software: ARC/AMS System.

Currently handling an agency
with a premium volume of, ap-
proximately $10,000,000.
Available January 1, 1989.
Priced to sell! If you are look-
ing for an inexpensive way to
automate your agency this is
the way!
Box 2449
Business Insurance

740 Rush St.
Chicago, IL 60611-2590

FACTORY MUTUAL
SERVICE BUREAU

State Filings
Assistant Manager

To assist Government
Affairs Manager in
state filings nationwide
for property rates and
forms and to assist

in development and
maintenance of policy
language. Bachelor's
degree. Strong verbal
and written skills.

Send resume with
salary requirements
to Mickey Wilson-
Skarr, Staffing Mgr.,
Factory Mutual, RO.

Box 9102, Norwood,
MA 02062.

An Affirmative
Action/Equal
Opportunity
Employer

STRUCTURED
SETTLEMENT
SPECIALISTS

Unusual Opportunity!
$100K+
If you have experience as a settlement
specialist or background in property
& casualty claims, we have a place
for you! Dynamic, rapidly expanding,
national firm. Special consideration
to Atlanta, Chicago, South Florida
candidates. Reply to:
Box 2437
Business Insurance
740 Rush Street
Chicago, IL 60611-2590

Executive
Search

Brokerage
Underwriting

Risk Management
Claims

Tel. (212) 867-3310
Fax. (212) 986-6375

41 E 42 St Rm 920 NYC 10017

ASSISTANT MANAGER

PROPERTY/CASUALTY
INSU#ANCE

Textron Inc, a Providence based Fortune 100

multi-industry company, is seeking an Assistant
Manager. Property and Casualty Insurance

The successful candidate will assist the Risk Man-

ager in managing Textrons worldwide Risk Man-
agement program. Qualified candidates should

have a minimum of 5 + years of related property/
casualty insurance experience plus a Bachelors
Degree in Business or Insurance An MBA. ARM or
CPCU is a plus. Excellent verbal and written com-
munication abilities are required.

We offer an excellent starting salary and an out-
standing benefits package Forward resume. salary
history. and starting salary requirements in com-
plete confidence ta Employment Manager. Only
resumes with starting salary requirements will 6e
considered,

Paul Berk

Employment Manager

Textron Inc.

Human Resources Deporrment
40 \Westminster Street

Providence RI 02903

This is YOUR Environment for

...9

Blue Cross
Blue Shield

of Virginia

PRODUCT MANAGER

If you can take the spotlight, hold it, and perform exceptionally well
with a team of people who share your vision and your style, we'd
like to talk with you. We'll askyouto conceptualize, design,
develop. and implement new products for one of our important mar-
kets, products whose annual revenues range from $50-100 million.
In return, we'll offer you the encouragement and freedom to take
your ideas and run with them... all the way to success. To qualify,
you must have a Bachelor's degree (MBA preferred), plus 10 years
of increasingly responsible marketing experience including signifi-
cant and successful Product Management experience. Superior
presentation, communications and leadership skills are essential.
The proven ability to think creatively and act decisively is a must.

This position is located in Roanoke, VA an idyllic setting that oMers
exceptional recreational opportunities and an unsurpassed quality
of life. For you, for your family, it's the environment you've been
seeking.

Please send resumes to: B.A. Gardner, BLUE CROSS/BLUE
SHIELD OF VIRGINIA, 2821 Emerywood Parkway, RO. Box 27401,
Richmond, Virginia 23279. An equal opportunity/aftirmative
action employer m/Vhiv.

This is Today's
Blue Cross and Blue Shield

of Virginia.
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BENEFITS: A PREVIEVW OF THE 90's

Sponsored by the Council on Employee Benefits

FLEXIBLE BENEFrrS...RETIREMENT PLAN INNOVATIONS.. GOVERNMENT MANDATES

Mark your calendars now for an opportunity to question top
Industry and Government policymakers as they assess where
employee benefits will be heading in the next decade.

October 5 -7, 1988

In Montreal at Le Grand Hotel

For advance registration or information call or write:

Mr. Carl S. Lazaroff

Secretary-"rreasurer of the CEB

(216) 7964008
1144 East Market Street

Akron, Ohio 44316

Frequent flier.

1 Issue
Date
Mar 21
Apr 18
May 16
Jun 13
Jun 27
Aug 1
Aug 29
Sep 12
Oct 3
Oct 17
Oct 31
Nov 14
Dec 12

Every week Business Insurance covers the globe ...
reporting worldwide news events for readers on every

continent.

OoC
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EPA cleanup progress
Fmited': GAO report

By DEBORAH SHALOWITZ

WASHINGTON-The Environ-

mental Protection Agency has
made only "limited progress" in its
efforts to clean up hazardous
waste, says a new report by the
U.S. General Accounting Office.
The agency has missed more than
half of the deadlines imposed by
the Resource Conservation and Re-
covery Act of 1976 to develop regu-
lations to control hazardous waste,
according to the GAO report.
Furthermore, the GAO found
"widespread and persistent non-
compliance with EPA regulations
by both private and government-
owned facilities" in several areas,
including groundwater monitoring,
closure and post-closure rules for

bonNnus Mmiles

Meeting

12th International Captive insurance & Reinsurance Forum
26th Annual Risk & Insurance Management Society

National Association of Insurance Brokers

National Association of Insurance Commissioners

Group Health Association of America-Group Health Institute
Bl Employee Benefits Communication Conference
Rendez-Vous de Septembre

Independent Insurance Agents of America

National Association of Casualty & Surety Agents & Executives
Ist World Congress on Risk & Insurance Management
National Association of Independent Insurers

National Association of Professional Insurance Agents
National Association of Insurance Commissioners

crystal clear.

Our bonus distribution issues reach these important
executives even while they travel to industry meetings
and conventions. These issues give advertisers wider

reach and greater impact.

For advertising information call: Don Walsh, Ad Director 212-210-0133
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Washington

toxic waste landfills and financial
assurance requirements.

And, the EPA has inadequate
data on hazardous waste to assess
the impact of or the need for
changes in hazardous waste legis-
lation and regulations, evaluate
compliance and waste minimiza-
tion trends and develop waste

management priorities, the report
said.

The GAO recommended that the

EPA and Congress together de-
velop specific goals for the agency,
as well as procedures to achieve
those goals.

In response to the report, EPA
Assistant Administrator Linda J.
Fisher said, "Overall, the report
adequately describes” how the
agency has fulfilled its mandates
and "points out where the agency
has been unable to meet specific
mandates and respective dead-
lines.”

However, Ms. Fisher took excep-
tion to the GAO report's criticism
of the EPA's compliance efforts
and the report's "omission of sig-
nificant indicators of RCRA en-
forcement progress."

For copies of the report, write
the U.S. General Accounting Of-
fice, P.O. Box 6015, Gaithersburg,
Md. 20877; 202-275-6241. The first
five copies of the report are free.
Additional copies are $2 each.
Orders must be prepaid by check
or by money order made out to the
Superintendent of Documents.

In another EPA-related develop-
ment, the EPA would have Cabi-
net-level status under new legisla-
tion.

"The issue of environmental pro-
tection needs to be moved up on
our national agenda right along
with education and other domestic

issues,"” said Sen. Dave Duren-
berger, R-Minn., author of the bill.

"The bill sends a clear signal
that the way we deal with EPA in
the future will be different,” he
continued. "Higher priorities must
be set on issues of water quality,
air pollution and more."

Under the bill, S. 2576, the EPA
would be renamed the Department
of Environmental Protection. The
new department would have the
same functions as the EPA cur-
rently does but would address en-
vironmental implications of fed-
eral policy on a higher level,
according to Sen. Durenberger and
five Republican co-sponsors.

Many other countries maintain
an environmental protection de-
partment at the Cabinet level and a
similarly situated U.S. department
would be helpful in negotiating in-
ternational agreements, Sen.
Durenberger said.

A similar bill, H.R. 4969, was in-
troduced in the House by Rep.
James Florio, D-N.J.

The EPA was established in 1970
by President Nixon. It has approx-
imately 13,500 employees and an
annual budget of $5.4 billion.

Asbestos removal

Schools have an extra seven
months to plan their asbestos re-
mediation activities under a law
signed late last month.

Under the new law, local schools
have until May 9, 1989, to inspect
their facilities for asbestos and de-
velop plans to remove the sub-
stance. The law extends the dead-
line of Oct. 12, 1988, imposed by
the Asbestos Hazard Emergency
Response Act of 1986.

However, schools must apply for
an extension of the deadline and
still must begin remediation acti-
vities by July 9, 1989. 1



The appellate ruling, which will be the first Califor-
nia appellate court ruling on insurance coverage for
CERCLA costs, could be binding m the Shell case and
1952 to 1983 and also having to satisfy to the jury that other California cases
all of the actual and discernible damage was fortui- Despite Shell's victory on the insurability of CER-
tous," said Barry Ostrager, an attorney with Simpson, CLA costs, attorneys representing the insurers say that
Thatcher & Bartlett in New York He represents Tra- nearly all the other rulings in Phase | of the Shell
velers Insurance Co , which wrote primary liability in- coverage litigation favor insurers
surance for Shell Specifically, insurers point to Judge Lanam's rulings

"While there may have been minor changes in the on
language of the decision, the sense of the judge's com- « Contract interpretation "Because this court finds
ments in court are maintained in- the written decisions that the policies in this case were entered into between
There have no changes of substances," said Barry Bun- parties of equal bargaining strength, ambiguities in
shoft, an attorney with Hancock, Rothert & Bunshoft policy language will not be automatically construed
in San Francisco who represents London insurers against the insurers," Judge Lanam wrote, even if

Shell is suing more than 260 of ItS comprehensive Shell's brokers-rather than Shell's own employees-
general liability insurers for the costs of cleaning up negotiated the policy language
the Rocky Mountain Arsenal near Denver and a - The word "sudden" as used in pollution exclu-
smaller site near Fullerton, Calif sions Under the pollution exclusion, coverage is

The 27-square-mile Rocky Mountain Arsenal instal- barred unless the pollution is "sudden "
tation has been used by the Army to manufacture and In response to Shell's contentions that "sudden” re-
store chemical weapons, including nerve gas, since ferred to unexpected events, Judge Lanam ruled that
1942 From 1942 until 1982, Shell leased the arsenal to "sudden" has a "temporal characterization," noting
produce pesticides that refers to something that happens quickly

Under a consent decree between Shell and the Army, In his written decision, Judge Lanam notes "Corre-
the Army has agreed to pay a bulk of the costs to spondence also indicates that Shell wanted to remove
clean the arsenal, but Shell's share of the cost could be the word 'sudden’ from the clauses and when informed
$700 million or more (BIl, Feb 8) that such a deletion would cause a 30% increase m its

Shell contends It has $10 billion of coverage over premium, it elected to retain the word If 'sudden' did
more than 30 policy years to cover these costs not have a meaning separate from'unintended and un-

While nearly all of the more than 20 written rulings expected,' deletion of the word would not have in-
issued by Judge Lanam last month mirror preliminary creased Shell's insurance premiums at all, much less

statements the judge made in court, there are several by 30% "
notable differences

Shell rulings

Contznued from page 1

= The Lloyd's of London pollution exclusion The

For example, while the judge earlier said that Shell Judge also rejected Shell's argument that the pollution
would have to prove that "additional, discrete" dam- exclusion contained in policies written by Lloyd's syn-
age occurred in each policy period dicates-which is limited to "opera-
for coverage from more than one J tions on land"-applies to only oil
and gas operations and not to chem-
ical manufacturing

"The unqualified phrase 'opera-
tions on land’ refers to all of the in-

ruling says that Shell must show 1|

"actual or discernible" damage m | 'strengthens the
each policy period - s B
Shell attorneys say the change in rullng in Shell's
language is an easier requirement
[or Shell to meet

sured's operations on land,” the

favor, says attorney judge wrote
- Policies written by OIL Insur-
ance Ltd, an 011 industry captive

Allen Lackey.

But London market attorney Mr
Bunshoft said, "It is clear from what

the Judge said in court that 'actual’

that wrote property and liability
coverage for Shell but was not orlgl-

policy period to be granted coverage from each Judge Lanam ruled that although the OIL policy sti-
In addition, Judge Lanam appears to have amended pulated It only covers future events, "there is no re-
an earlier ruling that upheld the pollution exclusion quirement that the (insurable) 'event' commence dur-
contained in Travelers' policies by now ruling that ing the policy period "
Shell had to know the hazards of the chemicals it was Travelers attorney Mr Ostrager said this ruling
releasing for the exclusion to apply "paves the way for a Jury finding that Shell's muiltibil-
"The Travelers' general pollution exclusions exclude lion-dollar coverage from OIL must respond to the
coverage for damage resulting from any expected or Rocky Mountain Arsenal claim And, because there IS
mtended emission, discharge, seepage, release or es- no pollution exclusion in any OIL policy, it is entirely
cape of any known thermal waste or pollutant into the possible that the OIL coverage will be the only cover-
environment,"” Judge Lanam wrote "The insured must age Shell has for the arsenal claim "
be aware that the substance being discharged is a In addition to these rulings, Judge Lanam made sev-
thermal waste or pollutant that should not be dis- eral other noteworthy rulings in the first phase of the
charged into the environment" to bar coverage trial
Mr Lackey, Shell's general counsel in Houston, said The Judge ruled that "an insurer's liability for a
the new language "strengthens the ruling” in Shell's still-insured and continuing event is not terminated by
favor "Unless Travelers can show some intentional the expiration of the policy term " The ruling could
conduct on our part, the Travelers pollution exclusion mean that the insurer on the risk at the time Shell
will not bar coverage," he said discovered the pollution could be responsible for the
However, Mr Bunshoft called the written ruling on entire incident
the Travelers pollution exclusion "a big win for insur- Judge Lanam also ruled that Shell has the burden of
ers" because, unlike many other judges, Judge Lanam initially proving an insurable event took place, while
ruled that the exclusion could bar coverage insurers have the burden of proving why certain exclu-
Travelers attorney Mr Ostrager added that the addi- sions should bar coverage
tional wording "does not weaken the ruling " Lloyd's attorney Mr Bunshoft believes Shell ini-
Shell's biggest win in the first phase of the trial was tially will have to show that the pollution was a for-
Judge Lanam's ruling that costs incurred under the tuitous event because only fortuitous events are insur-
Comprehensive Environmental Response, Compensa- able
lion & Liability Act, better known as the Superfund However, insurers carry the larger burden of proving
Act, can be insurable Shell's actions were either expected or intended, he
In his written decision, Judge Lanam said "CER- said
CLA itself cannot and does not alter the contractual Judge Lanam has not yet issued a key written ruling
msurance agreements between the parties 'Response’' on the issue of "fortuity "
costs, as that term IS defined in CERCLA, Includes Earlier, in court, the ludge Indicated that the dam-
items that can constitute 'damages’, and these 'dam- age had to unexpected or unintended by Shell for there
ages' may well be covered under Shell's CGL policies to be coverage In addition, he said if insurers can
rhe mere fact that otherwise covered 'damages' are the prove that other companies were aware that the chem-
subject of a suit or action brought under the provisions icals Shell was releasing were dangerous to the en-
of CERCLA does not relieve the insurers of their liabil- vironment, then the Jury can assume that Shell ex-
tty under CGL policies " pected and intended damage as a result of releasing
In addition, the judge said costs incurred to prevent those chemicals
or mitigate third-party damage can be msured Judge Lanam also ruled that merely because Shell's
Judge Lanam also noted that the Superfund Act was lease with the Army at the Rocky Mountain Arsenal
"an inartfully drawn and 111-conceived piece of federal stipulates that it must clean up the property does not
legislation with many provisions of questionable con- bar insurance coverage for the cleanup because Shell
stitutional validity " also is liable for the cleanup under the Superfund Act
In addition, while both the entire 8th U S Circuit Insurers had argued that the cleanup is not insurable
Court of Appeals and a panel of Judges from the 4th since it was a condition of the lease
U S Circuit Court of Appeals have held that govern- With regard to the "owned property exclusion"” m
ment-mandated cleanup costs are not insurable under Shell's policies, Judge Lanam ruled that Shell can
CGL policies (Bl, March 7, July 27, 1987), Judge claim coverage for cleanup costs related to its own
Lanam said these rulings "were decided without the property if those measures mitigate or prevent third-
benefit of a factual record that mcludes the testimony party damage
of underwriters and drafters of policy provisions that
cleanup costs are covered under CGL policies "

In the second phase of the trial, a lury will determine
which cleanup costs are associated with mitigation of
After Judge Lanam's written rulings were released, third-party damage and which are not
the 1st District California Court of Appeal late last Fmally, resolving a battle between insurers, Judge
month said it would review a trial court ruling that Lanam ruled that excess insurers do not have to con-
CERCLA costs are not insurable That ruling came in tribute to defense costs until the pnmary insurers have
a case involving Aerolet-General Corp (BI, June 13) exhausted their limits

Update

Georgia orders rehabilitation

ATLANTA-A Georgia court has ordered Manetta, Ga -based Stone
Mountain Insurance Co mto rehabilitation after the Georgia Insurance
Department found the company's capital and surplus deficient by $24
milhon as of Dec 31, 1987

Stone Mountain was acquired last year by James L Bentley, a
former Georgia msurance commissioner Mr Bentley was involved
with Alan Teale m an unsuccessful 1984 attempt to form an insur-
ance "bourne” m Atlanta and with Louis Mazzella m a failed 1987
attempt to buy Amencan Centennial Insurance Co of Peapack, N J
(Bl, Aug 3, 1987, June 18, 1984)

Outhwaite reports reviewed

LONDON-Members of syndicate 317/661 managed by RHM Outh-
waite (Underwnting Agencies) Ltd should contact their own attorneys
to decide whether to sue the agency, says a Bntish tnal lawyer ap-
pointed by Lloyd's of London to review two previous reports on the
syndlcates' underwnting activities

The members face paymg nearly $150 milhon m losses from run-
off remsurance policies

British trial lawyer Stewart Boyd found two previous reports on
the underwritmg activities of the syndicates to be "fair" and "a(ie-
quate,” but he also found the evidence on which the conclusions
were based to be "limited" (Bl, May 23)

Outhwaite Chief Executive Edward Bloxham said the agency was
"pleased" that Mr Boyd Affirmed the adequacy of the two reports

Aon may not merge units

CHICAGO-Aon Corp, which has agreed to purchase Chicago-based
Relnsurance Agency Inc, the ninth-largest U S remsurance interme-
diary based on 1986 revenues of $17 5 milhon, has not yet decided if the
Intermediary unll be merged with its remsurance brokerage umt, Old
Bridge, N J -based Cole Booth Potter Inc

"We are m prellmmary stages m terms of plans," said Aon Presi-
dent Patrick G Ryan The two brokers, both speciallzing in treaty
remsurance, "serve diferent markets, but there will be a great opportu-
mty for them to work together," he said

Mr Ryan noted that the two operations probably will retain separate
names and offices because of their respective name recognition and
geographic locations Each has only one office

Cole Booth Potter had 1986 revenues of about $10 milhon

LOS ANGELES-Under a claims-made pohcy, "a 'claim' is 'made’
when a lawsuit is filed, not when the inlured party communicates to the
msured his mtent to file a lawsuit or the fact that he has suffered injury
through the msured's alleged misbehavior," a Cahfornia appellate court
ruled last month m an amended opmion strengthening its June rulmg
on claims-made pohcies (Bl, July 25)

The July 21 amended rulmg mvolved a claims-made pohcyholder
that was sued during the policy period but not served with the
suit until after the pohcy expired The court said National Union
Fire Insurance Co of Pittsburgh, Pa must shll honor the claim

Proposition 65 compliance

SACRAMENTO, Callf -The state Attorney General's office has sub-
poenaed an undisclosed number of companies for information about
their comphance with a state law requinng businesses to warn employ-
ees and the put)1c of exposure to selected chemicals

At least 43 subpoenas, possible precursors to enforcement actions,
have been sent to busmesses m Cahfomia that use substances regulated
under Proposition 65, a spokesman for Attorney General John Van de
Kamp said More than one subpoena may have been sent to a company,
but the spokesman declmed to say how many companies were mvolved

Proposition 65, approved by California voters m 1986, forces all
busmesses m the state employmg 10 or more people to issue "clear and
reasonable” warnings if they expose their employees or the pubhc to
one or more of 63 hazardous chemicals (Bl, Apnl 4, Feb 29)

Briefly noted

Gil Searle & Co. was not responsible for inlunes to a woman who
used Searle's now-discontinued CU-7 intrauterine contraceptive,alUS
District Court m Baton Rouge, La, ruled last month Of 18 such cases
that have gone to tnal, Searle has won 15 and lost three, one of which is
on appeal Lloyd's of London's new broker regulations take ef-
fect today , Manville Corp. has settled insurance disputes totaling
$27 milhon with five Amencan International Group Inc units Mon-
santo Co. is not responsible for the cleanup of PCB pollution in Bloo-
mington, Ind, an Indianapohs federal court lury has ruled Plaintiffs
sought $17 8 milhon m compensatory and punitive damages U S
District Judge Robert Merhige Jr approved A.H. Robins Co.'s reorga-
nization plan, under which Robins w111 be acquired by American Home
Products Corp and Dalkon Shield victims will receive either a smgle
payment of $2 375 bilhon on the plan's effective date-Aug 25 if no
appeals are filed-r $2475 bilhon within one year of that date How-
ever, plaintiffs' attorneys have Indicated they willl appeal Travelers
Corp. is settmg aside $415 milhon to cover losses on real estate Invest-
ments, reducmg second-quarter operatmg income to $15 milhon com-
pared with $114 million for last year's second quarter TPF&C Re-
insurance Chief Executive Ofheer Mario Leo rebukes mdustry rumors
that parent Towers, Pemn, Forster & Crosby Inc is trying to sell the
Philadelphia-based unit, the fourth4argest U S -based reinsurance bro-
ker However, the firm is "reviewing our strategic options,” he
said Apphcants for Chubb Corp's oversold rain insurance endorse-
ment are overwhelmmgly opting for the Insurer' s offer to refund double
their premium (B, July 25, July 18) Of the 3,128 potential pollcyhold-
ers contacted, 2,349 said they would accept the refund, while 287 still
wanted the coverage and the remainder either hlled out the form wrong
or filed after the deadlme, a spokeswoman said
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Sectlon 89 those employers that offer employ- for employers giving employees ac- significant for multistate employers allow employers to run the non-dis-
ees the freedom to choose between cess to different health care plans with different operating units,- said cnmmation tests for welfare plans
Continued from page 1 health care options, such as em- This freedom of choice ensured that Fred Rumack, director of taxes and once a year on a date of their choos-
known as the Section 89 Coalition, ployee and family coverage, and dif- the plans, by their very nature, legal services for Buck Consultants mg
had been lobbymg for weeks to con- ferent plans, such as a companywide would be non-discriminatory, the Inc m New York Currently, Section 89 says wel-
vince the Finance Committee to Indemnity plan and health mainte- coalition says "Employers that have different fare plans must be in -continuous”
adopt Section 89 safe harbors simi- nance organizations "The reasoning had been if you benefit structures at each location compliance with the section's non-
lar to those drafted by the coalition The coalition had argued that ex- have widespread availability and will be significantly helped," added discrimination tests to be consid-
The coalition proposed safe har- emption from data collection and reasonable pnong, you should not Mr Saveth of Foster Higgins ered non-discriminatory, which em-
bors that would exempt fromm much running non-discrimination tests have to go through all the hoops In another modification, the Fi- ployers have translated as effec-
of the Section 89 compllance burden would be appropriate and only fair laid down by Section 89," said Mr nance Committee bill would allow tively requiring them to run tests
Butterworth of Hewitt employers to aggregate different daily
Section 89, scheduled to go mto plans as one plan for non-discrimi- In addition, both the Finance and
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effect on Jan 1, imposes new taxes nation testing as long as the least Ways and Means committee bills
on an employer's highly compen- valuable plan has a value of 90% of share the same COBRA penalty pro-
satec employees if the company's the most valuable plan and the visions to replace the current auto-
welfare plans do not pass non-dis- plans cover 80% of non-highly com- matic loss of the employer tax de-

crimmation tests pensated employees duction for health care expenses for
But the coalition's argument for Section 89 currently allows such a smgle violation

safe harbors appears to have fallen aggregation only if the plans' values Those new penalties include

on unsympathetic ears are within 95% of each other and - An annual limit of $500,000,
The Fmance Committee safe har- cover 80% of non-highly compen- or 10% of the employer's prior year

bor is so restnctive that it is vir- sated employees health care costs, whichever is less,

tually meaningless, experts say This modification of the so-called on an employer's total liability for
Among other things, for an em- alternative coverage test adds yet violating COBRA

ployer to qualify for the safe har- another option for employers Both - A $100 a day excise tax per

bor the difference in costs to em- the Finance Committee and the violation involving each COBRA
ployees between the least expensive House Ways and Means also have beneficiary
plan and the most expensive plan modified the 80% alternative cover- - A $2,500 penalty per affected
could not exceed $100 annually age test to make It easier for com- beneficiary or the excise tax that
his safe harbor borders on panies with multiple, but similarly would be due based on the length
being ridiculous It really doesn't valued, health care plans to comply of violation, whichever IS less, for
do much,"” said Howard Weizmann, with Section 89 violations that the Internal Reve-
executive director of the Assn of If an employer passes the alter- nue Service discovered and were
Private Pension & Welfare Plans in native test, It does not have to go not corrected before the employer
Washington, D C through the time and expense of received notice of an IRS audit
Indeed, the proposal is of such attempting to pass several other Violations discovered by the IRS
little use, some experts wonder if It much more complicated non-dis- during an audit considered more

is only a starting point for negotia- crimlination tests than "de minimus” would be sub-
tions between committee staffers Under the modification in both lect to a $15,000 fine
and employer groups bills, employers would be allowed Except in the IRS audit situa-

But other provisions in the Senate to aggregate different health care tion, employers generally would
Finance Committee bill would pro- plans as one plan for the alterna- not face COBRA fines if COBRA
vide significant help for employers tive coverage test if the aggregated violations were inadvertent and
trymg to comply with Section 89 plans cover 90% of non-highly com- corrected within 30 days

Cf those provisions, the most sig- pensated employees and the least The Finance Committee bill also
nificant generally would allow em- valuable plan has at least 80% of the contains a COBRA feature opposed
ployers to treat facilities that are value of the richest plan by employers allowing former em-
at -east 35 miles apart as separate The Fmance Committee bill also ployees to retain COBRA coverage
geographic units, and thus a sepa- refines a provision m the Ways and even if they become covered under
rate Ime of business An employer Means measure that would allow another employer's health care
then can run the non-ascnmmation employers to run the non-discrimi- plan This provision iS included in
tes-s individually on each separate nation tests on a statistically valld another technical corrections bill,

ros eCtS unit's welfare plans random sample of employees rather H R 4845, passed by Ways and
P
This is important to companies than for all employees Means
— wwith rmaanmy differermt unmniitss th»hat offenr Under the measure, such sam- The Finance Committee bills also

RISKMASTERTM Software

by - GENERAL CLAIMS
T - WORKERS' COMP
TllllngbaSt - VEHCLE ACCIDENTS
2 Tnvers .Frnniompiny -CHECK WRMNG

EXP. MODIFICAHON FACTORS
« ACTUARIAL REPORTING

ONSITE TRAINING
ONGOING SUPPORT
FOR PCIMINIIMAINF
Installed in Over 38 States & Canada

For Marketing Questions or to Attend a Free Seminar, Call (313) 5674616

Temporary Claims Examiners
Quallified, experienced medical & dental claims examiners are available
nationwide to assist you with claims processing.

On-site or off-site staff is available dunng regular hours, after hours and
on weekends Employee skills are exactly matched to your requirements
in either group or individual claims on both manual and on-line pro-
cessing systems

As the leading national firm devoted exclusively to temporary assistance
in claims processing, we have been the proven answer to claim backlog
problems for over 500 companies Call us to find out about how we can be
a part of your solution
Claim Services Resource Grouli, Inc.
800-331-5039 - 214-701-0606 (In Texas)

ATION SvsT1T€EMS

IDERI FOR SGU INSUREDS, TPWS, ASSOaRTIONS RND CARRIERS

* WORKERS' COMPENSATION
- EMPLOYEE HEALTH BENEFITS
P l - / - GENERAL AND PROFESSIONAL LIABILITY
< MEDICAL BILL REVIEW
- MEDICAL CASE MANAGEMENT
« COMMERCIAL AUTO

VALUE LEAD€AS IN RISK & BENEFIT MANAGEMENT SOFTWARE
INSTALLATIONS COASTTO COAST - CALL FOR A FREE DEMO DISKETTE

INSURRNCE SOFTUIRRIE PRCHAGIES, INC.
5118 N. 56TH ST., TAMPA, FL 33610
(US) 800-237-8133, (FL) 813-621-6069, (NY) 212-608-1674

For advertising information in the INSURANCE SERVICES GUIDE
Contact- Margaret Hikido, 740 Rush Street, Chicago, lllinois 60611.
Telephone (312) 649-5340

welfare plans with widely differing plmg, conducted by an Independent make a technical change in COBRA
values because of varying competi- third party, would be treated as to make clear that an employee
tive pressures in different Imes of valid if the statistical method and who received COBRA benefit be-
business sample size produce a 95% level of cause of a reduction in the number

Without testing by line of busi- confidence with a margin of error of hours worked and then quit
ness, a company could fail the non- not to exceed 3%, the Ways and would receive a maximum of 18
discrimination tests because, for ex- Means Committee bill calls for a months of coverage-starting from
ample, not enough non-highly com- 99% level of confidence and a mar- the date of the hour reduction-

pensated employees would be gm of error not greater than 2% rather than 36 months, as under
ellgible for its most generous health Both the Finance Cornmittee and some interpretations of current
care plan the Ways and Means Committee law This provision also is con-

'The 35-mile provision is very technical corrections bills would tained in H R 4845 -

Senate rejects moratorium on reversions

By JERRY GEISEL Although congressional resolutions do not carry
the weight of law, benefit observers now expect
WASHINGTON-The Senate's rebuff last week of the 60% excise tax proposal, supported by Sen
a moratorium on terminating overfunded pension Metzenbaum and Finance Committee Chairman
plans only delays rather than settles the issue, ben- Lloyd Bentsen, D-Texas, to be tacked onto tax or
efit experts say other legislation
After considerable political wheelmg and deal- "The debate iS far from over,’
ing, the Senate stripped an unrelated amendment Labor Secretary David Walker
from an appropriations bill that would have im- Sen Metzenbaum would not have dropped the
posed a moratorium on asset reversions from ter- moratorium provision had he not been assured that
minated overfunded defined benefit plans the Finance Committee would consider restrictions
The amendment-proposed by Sen Lawton on reversions, observers say
Chiles, D-Fla, but developed by Sen Howard Met- The 60% excise tax would have the effect of a
zenbaum, D-Ohio--would have forced an employer moratonum, since it would discourage virtually all
to place any surplus assets following a termina- reversions, said Mark Ugoretz, executive director
tion into a separate trust that could not be touched of the Washington-based ERISA Industry Commit-
The moratorium would have run retroactively from tee
June 21 to Oct 1, 1989 (BI, July 11) "Whether you call it an excise tax or a morato-
The legislation appropriating funds for the de- rium, it still is poison to employers," said Jim Klein,
partments of Labor and Health and Human Ser- deputy executive director of the Assn of Private
vices passed the Senate last week Pension & Welfare Plans in Washington
In place of the moratorium amendment, which Employers say it is only fair that if they are re-
ran into considerable opposition from legislators quired to make additional pension plan contribu-
who said it did not belong m an appropriations bill, tions when plan assets decrease in value, they
the Senate last week adopted a so-called non-bind- should also be able to recover excess assets through
ing resolution calling on Congress to adopt a whop- a termination when wise investment strategies
ping 60% excise tax on pension reversions make a plan overfunded

said Assistant

This 60% tax, up from the 10% excise tax that In addition, if employers know they will be un-
now applies to most pension reversions, would be in able to recover excess assets, they will be dis-
effect from Jub/ 26-the date the Senate adopted couraged from making maximum contributions to
the resolution-to May 1, 1989 their plans, ultimately weakening the funding of

While the 60% excise tax was in effect, the con- those programs, many say
gressional committees with jurisdiction over pen- "Basically, you are going to encourage the under-
non issues would be expected to develop substan- funding of pension plans and when you do that,
tive legislation to deal with reversions, according to when those plans are terminated, there is going to
the resolution be a shortfall,” said Sen Don Nickles, R-Okla
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Leading insurers’' reinsurance recoverables

(In thousands of dollars)

Reinsurance recoverables on Total
Total Total adjusted
Unearned Total recoverables adjusted recoverables
Statutory Paid Unpaid IBNR premium reinsurance as % of reinsurance as%of
surplus losses losses losses reserves recoverables surplus recoverables surplus
Aetna Life & Casualty $3,731,778 $234,949 $763,718 $636,301 $364,181 $1,999,149 53.6% $1,999,149 53.6%
AlG 3,521,516 802,225 3,652,730 1,321,406 1,367,890 7,144,251 202.9 3,721,742 105.7
Chubb Corp. 1,210,118 67,496 460,538 384,122 354,781 1,266,937 104.7 1,194,843 98.7
CIGNA Corp. 1,795,036 562,276 2,506,517 1,259,372 509,795 4,837,960 269.5 3,261,551 181.7
CNA 1,902,459 246,596 1,038,960 285,753 222,409 1,793,718 94.3 1,645,524 86.5
Continental Corp. 1,280,002 217,725 1,368,258 265,237 731.,4n 2,582,697 201.8 1,836,423 143.5
Crum & Forster 1,191,478 293,069 1,867,154 1,107,134 422,847 3,690,204 309.7 2,978,122 250.0
Fireman’s Fund 1,229,926 380,196 1,000,627 1,017,173 540,380 2,938,376 238.9 2,718,845 221.1
General Re *- 2,008,906 56,224 334,147 447,709 56,773 894,853 44.5 719,764 35.8
Hartford Group 2,440,946 681,416 2,053,516 874,345 223,246 3,832,523 157.0 3,832,523 157.0
Home Group *ja 768,549 222,604 958,582 499,929 211,754 1,892,869 246.3 1,804,268 234.8
Kemper 723,701 15,944 1,319,636 581,281 482,504 2,399,365 331.5 2,076,310 236.9
NAC Re **10* 163,233 2,872 46,921 55,651 8,032 113,476 69.5 85,065 52.1
SAFECO 674,103 11,880 55,047 35,144 44,150 147,121 21.8 143,358 21.3
St. Paul 1,200,064 58,742 599,342 411,513 227,528 1,297,135 108.1 1,156,272 96.4
Transamerica 684,873 59,084 184,029 133,461 98,620 475,194 69.4 447,669 65.4
Travelers *2,943,427 274016 1,627,927 641,376 416,549 2,955,868 100.4 2,955,868 100.4
USF&G 1,242,970 66,787 826,785 162,788 174,896 1,231,256 99.1 690,563 55.6
'‘As of Dec. 31,1987 Source Opperhe,Frer & Co Inc Chart Amy Pa*ner
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Insurance industry stocks continued to slip last
week, as the Bus,ness /nsurance /ndex fell 2.1
points to 436.9 on July 28, from 439.0 on July
21. Advancing issues were led by SCOR U.S.
Corp., up 130%; Phoenix Re Corp, up 8.6%:;
Farmers Group Inc., up 6.5%; Kemper Corp., up
6.3%; Tokio Marine & Fire Insurance Ltd., up
5.2%; and American Indemnity Financial Corp.,
up 4.9%. Declining issues were led by: States-
man Group Inc, down 8.7%; Zenith National In-

Two column headmgs on a chal that accompanzed Myron M Pz- due from amliates as % of total recovery" should have read "Total surance Corp., down 8.6%; Protective Life
coult's column m the July 25 zssue were mcorrectly labeled The col- adjusted re:nsurance recoverables" and "Total adjusted recoverables Corp., down 8%; Travelers Corp., down 5.9%,

umn head:ngs "Recoverables due from a#:hates and -Recoverables as % of surplus " A correct version of the chart appears above

ing its rig reinsurance program

Oil rig reinsurance But, & market ramor about River Thames  HHOUSE panel limits sale

Contznued from page 2 lack of remsurance has been greatly exag-

Business Mens Assurance Co., down 5.8%; and
Belvedere Corp., down 5.6%. Issues showing
the most activity during the period were: Farm.
ers Group Inc., 2.2 million shares traded, Sears,
Roebuck & Co (Allstate) 1.9 million shares

. traded, and ITT Corp. (Hartford Insurance
excess-of-loss reinsurance programs that gerated, he added Of Insurance by ban kS Group), 1.4 million shares traded. The Bus,ness
were being renewed at the time of the explo- Sources also say that London-based Eagle WASHINGTON-Most national banks and Insurance Index dropped 0.5%, performing
mon (B, July 18) At least two Lloyd's un- Star Insurance Co Ltd has reinsurance state-chartered bank holding company sub- slightly worse than the major market averages:
derwriters and two London insurance com- gaps sidiaries outside their parent company's The New York Stock Exchange Composite fell
panies admit they had gaps in their existing However, an Eagle Star spokesman said headquarters state would not be allowed to 0.3%, while the Dow Jones 30 Industrials and
reinsurance protection at the time of the the Insurer "has no significant reinsurance sell insurance under a bill passed by a House the Standard & Poor's 500 each fell 0.2%.
loss shortfall with regard to Piper Alpha " committee last week National banks serving

Lloyd's marine underwriter David Beau- Meanwhile, brokers and underwriters towns of 5,000 or less would be exempt - R
mont said that syndicate 448, managed by agree that It IS too early to say how the loss Also under the bill, national banks and British issues

Wellington Underwriting Agencies Ltd and will affect insurance rates for oil and gas state-chartered bank holding company sub-
one of the largest Lloyd's marine syndicates, companies when they renew their programs sidiaries would not be allowed to underwrite
has "a shortfall in an upper layer, but we beginning with the next renewal date, Oct 1, insurance unless they already are doing so
don't know if the loss will affect that layer and through 1989 After grueling debate, the House Banking
yet " Brokers say that some of the liability and Committee voted 30-20 Thursday to adopt

Also, Lloyd's marine underwriter Ron Pa- energy programs they are now placing are H R 5094, a new version of a financial dere-
teman said in a letter to members' agents on seeing increases of 10% to 25% from some gulation bill unveiled a few weeks ago by
July 18 that his marine syndicate, syndicate underwriters, while other underwriters are Committee Chairman Fernand St Germain,
52, has gaps in the upper layers of its rein- quoting either the same rates as last year or D-R | (BI, July 11)

surance protection as little as one-fifth as other underwriters, The bill next will be considered by the
But, Mr Pateman told Business Insurance illustrating the confusion in the market House Energy and Commerce Committee and
last- Friday that reinsurers have agreed to But brokers and underwriters agree that then will go to the House floor If the House
cover his gaps competition in the marine insurance and re- approves the bill, differences would have to
Robert Piper, managing director of Lon- insurance market has abruptly ended (BI, be ironed out between the House version and
don-based River Thames Insurance Co Ltd , July 11) a Senate financial deregulation bill, S 1886,
said that River Thames "had not finished The loss will "certainly stop the continual passed earlier this year (Bl, April 4)
placing its (reinsurance) protection at the rate-cutting," said John Wallace, managing However, observers speculate that time
top layers” when the rig exploded, because director of Sedgwick Offshore Resources constraints will prevent Congress from ap-
the insurer was in the middle of restructur- Ltd - proving the legislation this year

Bl industry Stock Report JULY 28, 1988 7122188 THRU 7/28/88

1 Week
July 28 Price P/E DIv Yl-Id High--low
Companies p.n®©. Foike % P.,%*pe,10
Comml Blion 383 14 5 21 9 56 383-376
Gent Accidint 915 10 6 47 9 51 915-912

Gan Royal Exch 194 14 5 55 2 56 194-192

Ro. 405 107 264 63 406-403
Sun Aligial 993 162 431 4 2 993-979
Brokers

8.ad'lock 225 126 50 30 227-225
CE Heath 447 171 345 77 46-445

HoggRobinlal, 175 140 96 53 177-173
UoyeThompeon 185 161 68 36 185-180
PWS Ho-F 207 87 144 68 207-203
S-dgl®k erp 232 144 164 69 232-231
S Brrl Jones 196 12 0 13 7 68 195-195
Wm18 Faber 260 136 154 59 260-257
Source Philip Olsen/Alan Clifton. Insurance Industry

Specialists Kitcat & Aitken Stockbrokers,
London

BROKERS Weekly Year to Date Annum MiUBK Weekly Year to Date Annual MicvBk
Pnce % change % change High Low Vol (000) $ Div % Yield P/E Book value value Price % change % change High Low Vol (000) $ Div % Yield P/E Book value value
Alexander & Alexander Svcs NYSE 2375 os 338 2a88 17.75 240 100 az 150 3.71 640 Fremont Gen Corp otc 1000 2a =8 1350 8.75 241 0.60 so 109 1624 o.62
Baldwin & Lyons Inc otc 1600 oo 333 1650 1200 1 ozo 13 6.2 1831 087 General Re Corp NYSE sass oz 36 56 38 45 50 aas 120 22 107 26 21 206
Corroon & Black Corp NYSE 2os8 28 s8 34.75 28 0O 183 108 36 a7z sa3 550 Home Group Inc NYSE 1325 e 115 1438 11.50 107 0.20 15 28 1775 o7s
Gallagher Anhur J & Co NYSE 1725 oo 78 1888 1388 40 o.as 28 124 5.16 334 Hanover Ins Co oTc 24.00 10 32 2625 2050 21 o 36 15 53 25.10 o096
Hall Frank B & Co NYSE 4.38 54 521 ss0 288 a6 o.00 oo 124 ooo N/A Harleysville Group Inc oTc 1600 oo 220 1638 1338 7 o ao 25 71 1665 ooe
Hilb Rogal & Harn,lton oTc 1128 22 154 12.75 9.75 51 ooo oo 124 ooo N/A Hartford Steam Boiler Insp oTc sos0 24 s26 32 75 22 SO oz 1.20 ES) 110 1065 286
Marsh & Mclennan Cos Inc NYSE 51.88 33 as s850 a525 370 240 ae 127 674 7 70 Kans City Lite Ins oTc 31.00 oo 181 31 00 2525 o ocoo oo 110 ocoo A
Poe & Assoc Inc oTc ss0 oo 214 925 675 o oao a7 =20 0.57 14 91 Kemper Corp oTc 2525 63 232 25.75 20.75 700 072 29 79 2650 o.e5
BROKERS AVERAGE 17 218 27 ss Lawrence Ins Group AMEX 1038 -0a 1307 11.63 4.50 3 o0.21 B 162 3.02 344
L.bedy Corp S C NYSE 3925 oo 106 4725 3450 4 oso 20 145 17 40 2.26
Uncoln Nat | Corp NYSE ae2s oo 153 48.75 40 25 226 236 51 so s6.62 126
CONGLOMERATES & HOLDING COMPANIES NAC Re Corp oTe 2880 10 a37 2750 1850 as 0.00 oo 148 1982 128
Nobel Ins Ltd oTc 5.88 20 328 os0 aso 196 oaa 75 280 °.37 oe3
Berkley W R Corp otc 2563 os 68 2900 2350 57 o036 14 so 1763 145 Northwestern Nat 1 Life oTc 2038 12 284 3038 22 63 55 112 as 76 3505 osa
Berkshire Hathaway Inc DEL oTc 4300 00 23 45 8 4525 00 2755 00 78 ooo oo 210 co38 11 64 C)11% Cas Corp oTc 34.25 18 ss 3825 3225 278 188 s5 es 27.86 1.23
ITT (Harttord Group) NYSE a0.88 os 108 s338 43.25 1370 125 25 cs s223 096 OId Rep Int | Corp oTc 2538 1a 260 2sss 19.13 138 074 29 s9 27 82 091
Sears Aoebuck & Co (Allstate) NYSE 3588 oo 67 3988 3225 1871 200 s6 89 34.74 103 Orion Cap Corp NYSE 16.13 15 195 1763 13.13 25 076 a7z 55 o34 173
CONGLOMERATES AVERAGE as 175 2a 10E Phoenix Re Corp oTc °.50 86 aez o.50 6.75 71 ooo oo es 1108 ose
Protective Ute Corp oTc 1300 so &1 1513 1225 az o.70 54 124 1725 o.7s
Re Capital Corp AMEX 9.75 25 71 1175 °.13 s ooo oo sos 1149 o.85
INSURERS/REINSURERS
Provident Lile & Acc Ins Co oTc 20.25 1z 296 21.88 15 63 81 osa 41 1558 27 a5 0.74
St Paul Cos Inc otc 42.13 os -sa 51 00 38 25 617 200 a7 so0 3583 118
Astna ble & Cas Co NYSE aa63 oe 14 aoss 3950 2459 2.76 ez 63 53.56 083 SAFECO Corp oTc 2425 2o 126 soo00 z=27s seo 1os as 75 21.39 113
American General Corp NYSE 2963 -os -67 3638 2750 s04a 140 a7 =0 2804 1 06 SCOR US Corp NYSE 7.63 130 175 os0 663 50 010 13 55 939 o.81
Amer Hentage Lile Invt NYSE 2550 20 52 2600 24.00 7 1.08 az 115 2098 1 22 Se,bels Bruce Group Inc oTc 1300 1 156 14 25 11.00 28 o.80 62 84 1251 1.04
Amer Indty Fin 1 Corp oTc 1075 ao 194 11.75 825 ' os6 52 165 1526 0.70 Selective Ins Group Inc otc 2575 10 355 2625 1925 189 124 as so 1952 1.32
American Int | Group NYSE 59.25 oe 13 6538 as00 765 o.a0 o7 o7 33.56 1.77 Statesman Group Inc oTc 4.00 a7 1a7 s.56 356 73 oos 13 59 348 115
Aneco Reins Ltd oTCc 2.75 a6 186 400 263 a4 ooo oo a7z 258 107 Tokio Marine & Fire Ins oTCc 7300 52 108 8588 63.25 44 022 o3 652 ©0.00 N/A
Aon Corp NYSE 27.13 28 186 27.13 21.88 181 128 a7z o5 15.13 1.79 Torchmark Corp NYSE 3113 20 271 33 50 24.50 151 1.20 39 29 1224 2.54
Argonaut Group oTc ao07s oe =70 4900 2950 116 ooo oo 67 29.19 140 Transamenca Corp NYSE 3250 19 EES 36 75 29.75 427 1.84 57 es 24.94 1.30
AVEMCO Corp NYSE 2500 10 27a 2875 1788 57 034 14 121 7.74 3 23 Travelers Corp NYSE 3388 59 36 4000 3300 956 2.40 71 87 as5.28 075
Belvedere Corp AMEX a.25 56 =0 600 425 s9 coa os 62 787 0 54 Trenwick Group Inc oTc 1300 oo 268 1350 075 a4 o.ne 12 112 1541 o84
Business Mens Assum Co oTc 3275 s8 224 3675 2550 59 1.20 37 595 2445 134 United Flre & Cas Co oTc 25.75 10 10 2700 24.00 1 108 az a9 22.56 114
Chubb Corp NYSE 5425 16 20 63.38 51.25 7az 2.16 a0 ez 46.13 1.18 United States Fid & Gty NYSE 3100 oa as 3438 2888 380 264 as 70 1953 150
CIGNA Corp NYSE 45 25 1 31 51 es az7rs 286 =206 &5 62 a9.19 092 UNUM Corp NYSE 23.25 os 257 2a63 1788 265 oas 21 11s 2853 os1
CNA Fin ICorp NYSE 54.75 o7 16 64 25 51.00 138 ooo oo 79 a640 1 18 USLIFE Corp NYSE 3s.13 22 38 40.13 2800 223 1.28 34 EE) a6.77 o.82
Continental Corp NYSE 38.88 10 oz 4163 34.75 212 260 67 7a 42.10 092 Washington Nai | Corp NYSE 28.25 oo 1ea 2863 2400 a5 108 as 131 32.33 o.e7
Dumam Corp oTc 3275 -os 523 36.25 21 50 15 o.e2 28 338 2600 1 26 Zenith Nat | Ins Corp NYSE 20.00 se 333 2388 1500 23 o.s0 ao 99 1252 1.60
Farmers Group Inc oTc 55.13 65 370 65 75 40.50 2207 1.44 26 131 2202 250 INSURERS/REINSURERS AVERAGE o4 146 33 148
Fireman s Fund Corp NYSE 31.00 16 192 3350 2575 ses oso 16 109 2617 11e ALL COMPANIES AVERAGE os 156 =2 140
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s your medical

case management prognm
onsite or out ofsight?

Intracorp believes that serious medical
cases should be evaluated bu a specialty
RN on site, not over the telephone.

See if you agree.

A baby is born late one night at a rural
hospital. He weighs 2 pounds, 11 ounces
and is three months premature.

The next morning, an Intracorp RN
specializing in neonatology arrives at the
hospital. She assesses the baby's condition
and meets with the primary physician and
parents. Her recommendation: move the
baby to an urban neonatal care unit a hundred
miles away. All agree and she arranges for
an air ambulance staffed by a neonatal flight
team to transfer the baby that morning.

That afternoon, Intracorp's RN locates
housing for the baby's mother convenient
to the hospital so that she can be in continual
contact with the medical treatment team.

Over the next few weeks, with complications
always a threat, the baby's care must be
continually monitored.

By the end of week six, the baby is stabi-
lized and allowed to go home. Anticipating this
step, Intracorp's RN has already arranged
for home care and seen that the mother
is instructed in all necessary care techniques.

Result: The family is once again reunited
at home-two months earlier than expected.

A visiting nurse stops by two hours a day
for the next few weeks and Intracorp
continues to evaluate the quality and cost
effectiveness of the home care. By his first
birthday, the baby is totally caught up with
his age group and well on the way to a
normal childhood.

For this baby, and others with catastrophic
and chronic ilinesses, Intracorp's on site case
management spares them the trauma of
potentially life-threatening complications.
And assures employers and insurers cost-
effective quality care.

If you would like to know more about how
Intracorp's on site medical case management is
saving hundreds of thousands of dollars for com-

panies across America, call toll free, 1-800-
345-1075. (In PA, HI and AK, call collect,
1-215-687-9450.) Or return the coupon.

And see what a difference an Intracorp
medical case manager can make. Just

by being there.

Mr. Greg Riedi
Director of Marketing

Intracorp
701 Lee Road

Wayne, PA 19087

1 B linTracorp
ULS

Please send me infonnation on
Intraco«'s Medical Case Management Program.

Name/Title

Company

Street

c* State =
Phone Ext.



