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Purchasing groups
insurers vow fight

By MEG FLETCHER

DES MOINES, Iowa-Several unauthorized insurers that sell or
plan to sell insurance to purchasing group members in Iowa will
fight the Iowa Division of Insurance's attempts to regulate them.

"We feel (the division) violated an act of Congress"-the Risk Re-
tention Act of 1986, said Thomas S. Duck Sr., chairman of Swanco
Insurance Co., a Tucson, Ariz.-based captive owned by Ugly Duck-
ling Rent-A-Car System. Swanco provides rental car liability insur-
ance to a purchasing group of Ugly Duckling franchisees.

"I'd like to know why the Iowa insurance commissioner gets the
idea that he could violate an act of Congress and not have to answer

*Mr it," Mr. Duck added.
Twenty-one insurers received letters last week from Iowa Insur-

ance Commissioner William D. Hager summoning them to an ad-
ministrative hearing Sept. 8 to determine whether they have vio-
lated the state's Unauthorized Insurers Act by selling insurance to
Iowa-based members of purchasing groups. If they are found to
have violated the law, insurers could be subject to a $50,000 penalty
and a 2% premium tax (BI, July 27).

All of the summoned insurers had notified the Insurance Divi-
sion of their intention to write liability insurance for purchasing
group members in Iowa. None of the insurers, a few of which al-
ready are writing coverage for group members, is licensed in Iowa
or approved as a surplus lines insurer in the state.

Many insurers and insurance buyers interpret the federal Risk
Retention Act to mean that only the state in which a purchasing
group is established-not all states in which group members oper-
ate--can require the group to purchase insurance from an admitted
insurer or an eligible surplus lines insurer.

However, Iowa regulators contend that purchasing group mem-
bers in Iowa-even if the groups are established in another state-
must buy insurance from Iowa-authorized companies.

While regulators in other states take a similar view, Iowa is the
first state to take administrative action against insurers writing
coverage for purchasing groups.

Continued on page 43

update

Steinberg takes command
from McCaffrey at Hall

BRIARCLIFF MANOR, N.Y.-
Frank B. Hall & Co. Inc. Friday
announced the immediate resigna-
tion of Chairman and Chief Execu-

tive Officer John F. McCaffrey,
succeeded by Saul P. Steinberg,
chairman and chief executive offi-

cer of Reliance Group Holdings
Inc., Hall's largest stockholder.

Days earlier, Hall reported a sec-
ond-quarter $2.2 million net loss,

Continued on nezt page

Ideal, Transit claims set
guaranty fund records

By JERRY GEISEL

WASHINGTON-Big recent insolvencies of a hand-
ful of insurance companies are responsible for a major
chunk of the record-breaking assessments made
against insurers by state guaranty funds, according to
the General Accounting Office.

While there have been been 142 property/casualty
insurance solvencies between 1969 and 1986, the col-
lapse of just five insurance companies since 1978 ac-
counts for more than one-third of the $1.2 billion that
guaranty funds have assessed insurers.

The failures of Ideal Mutual Insurance Co. in 1984,
Transit Casualty Co. in 1985, Reserve Insurance Co. in
1979, Signal Insurance Co./Imperial Insurance Co. in
1978 and Carriers Insurance Co. in 1986 already have
resulted in $470.8 million in assessments by state
guaranty funds.

And, these figures exclude the insolvency of Mission
Insurance Co. and its subsidiaries, which finally were
put into liquidation earlier this year (BI, Feb. 9). The
Mission insolvency is pegged at more than $520 mil-
lion. However, Mission wrote a great deal of rein-
surance, which is not covered by guaranty funds, so
the cost of the Mission insolvency in guaranty fund
assessments is unpredictable.

Guaranty funds pay claims when insolvent licensed
insurers cannot, raising funds by assessing other li-
censed insurers. Caps on claims payments vary by
state, ranging from $50,000 to no cap.

The 1979 insolveney of Illinois-domiciled Reserve
resulted in $85.2 million in guaranty fund assess-
ments. However, the more recent insolvencies of Ideal
Mutual and Transit Casualty already have eclipsed
that record.

According to the report, which draws its information
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from the National Committee on Insurance Guaranty
Funds, the 1984 insolvency of New York-domiciled
Ideal Mutual has resulted in assessments of a record
$170.4 million, while the 1985 failure of Missouri-do-
miciled Transit Casualty has led to $111.5 million in
assessments.

"A relatively few firms-because they were large-
account for the bulk of the assessments," observed
Craig A. Simmons, senior associate director at the
GAO.

i

Continued on page 41

Commonwealth sues Beneficial for fraud
,„ By DOUGLAS McLEOD

NEW YORK-Commonwealth Insurance

Co. is suing Beneficial Corp., several of its
directors and officers and others, claiming it
was defrauded on reinsurance ceded by
American Centennial Insurance Co., a for-
mer Beneficial subsidiary.

The suit-which charges all of the defen-
dants with common law fraud and some with
violations of the federal Racketeer In-

fluenced and Corrupt Organizations Act-
also names Barrett Treaty Corp., a former
ACIC managing general agency, and Dennis
J. Vaughan & Co., a New York-based rein-
surance intermediary.

Among other fhings, the suit alleges the
defendants fraudulently concealed disas-
trous loss experience on business produced
by Barrett Treaty and that Barrett Treaty,
Vaughan & Co. and others diverted premi-
ums owed to Commonwealth, a Vancouver,
B.C.-based unit of The Home Group Inc.

Beneficial sold ACIC and several other in-

surance units to a management group in May

N

The fraud allegations
against Beneficial are
'simply outrageous,'

says Beneficial's general
counsel Mr. Gilliam.

(BI, April 6, May 25).
The lawsuit does not specify damages,

though a source close to Commonwealth has
said the reinsurer's losses from the Barrett

Treaty book may ultimately reach $40 mil-
lion (BI, Oct. 6, 1986)

Andrew M. Kerstein,
vice chairman of ACIC I
and a member of the

management group
that acquired the Ben-
eficial insurance units,
said that losses paid by
ACIC and recoverable

from Commonwealth
on the Barrett book

total $11.1 million to v
date. Outstanding loss
reserves on Commonwealth's participation
amount to another $16.6 million, and Mr.
Kerstein confirmed that the losses may ulti-
mately reach $40 million.

ACIC is not a defendant in the Common-

wealth complaint.
James H. Gilliam Jr., Beneficial's general

counsel, declined to comment on the suit
other than to say that the fraud allegations
against the Beneficial directors are "sim-
ply outrageous." Mr. Gilliam is one of 34
current or former Beneficial directors or of-
ficers named as defendants.

Separately, Business
Insurance has learned

that Louis Mazzella, a
former New York in-

surance executive re-

cently re-indicted on
criminal charges of de-
frauding ACIC, was in-
volved in a failed at-

tempt to buy the
insurer earlier this

year.

Mr. Mazzella aided an unsuccessful effort

by former Georgia Insurance Commissioner
James L. Bentley Jr. to acquire ACIC from
Benificial. The failed Bentley proposal is the
basis of a shareholder lawsuit filed against
Beneficial directors and officers in May (see
story, page 42).

Commonwealth filed its original complaint
July 15 in U.S. District Court in New York,
after ACIC demanded that Commonwealth

arbitrate disputes under the treaties cover-
ing the Barrett business.

Commonwealth-which stopped paying
claims on the Barrett and other ACIC busi-
ness in 1984-received the arbitration de-
mand on June 2, and the two sides subse-
quently chose arbitrators.

On July 10, however, Commonwealth
claimed that ACIC's arbitrator was not qual-
ified, and ACIC filed a petition in U.S. Dis-
trict Court in New York on July 24 to force
Commonwealth to arbitrate, according to
Alvin Hellerstein, a partner with Stroock &
Stroock & Lavan, which represents ACIC.

A hearing on the ACIC petition has been
scheduled for Sept. 3, Mr. Hellerstein said,
adding that ACIC may seek a stay of the
Conimonwealth lawsuit if that action is
found to "subvert" the arbitration.

Commonwealth amended its complaint
against Beneficial and the other defendants

Continued on page 42
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update Administration criticizes
Steinberg takes control at Hall
Continued from previous page House panel's PBGC billthe third loss in the last four quarters Hall reported net income of
$4 8 million in the second quarter of 1986

Gross revenues dropped 3 6% in the quarter to $96 6 million from By JERRY GEISEL are so weak that employers still will be allowed to
$100 1 million in the second quarter of 1986 For the first half of contribute far less than what is needed to cover benefit

1987, Hall reported a net income of $56 million, a 150% decrease WASHINGTON-Legislation approved last week by promises
from $13 9 million reported in the first half of 1986 a House panel to shore up the financial base of the Under the funding provisions of the Education and

Mr McCaffrey, who assumed control of the financially troubled Pension Benefit Guaranty Corp still could leave the Labor Committee bill, an employer with an under-
brokerage following the forced resignation of Albert J Tahmoush PBGC vulnerable to massive claims, administration funded plan generally would have to contribute the
in August 1985, was traveling when the news was released and officials say amount required under current minimum funding
could not be reached Mr Steinberg declined to comment However, The legislation, cleared last week by the House Edu- rules or a new "minimum benefit security contribu-
in a statement issued by Reliance, Mr Steinberg cited "differences cation and Labor Committee, would more than dou- tion," whichever is greater
of opinion concerning how to improve the financial performance of ble the annual pension termination insurance premium This security contribution would be equal to the
the company" as precipitating Mr McCaffrey's resignation "We employers pay the PBGC to $19 per plan partiei- benefit payments made by a plan in the current year

need to re-dedicate the company to serving the needs of its clients pant from the current $8 50 But an exception in the proposal's funding provi-
and we will quickly implement the programs necessary to make In addition, the legislation, which closely follows a sions would allow employers to contribute far less to
Hall a more vital and effective competitor," Mr Steinberg said proposal earlier passed by the Labor-Management Re- their plans than what lS needed to fully fund the plans

Peter T Pruitt, who continues as president and chief operating lations Subcommittee (BI, July 27), also would require in a short period of time based on a new formula that
officer of the fifth largest U S brokerage, said "There is no change employers terminating pension plans during the next caps maximum contributions
in the management other than this change Mr Steinberg has ex- three years to pay a $200 per plan participant "termi- The intent of this formula-known as a contribution
pressed confidence in the operating management " nation funding charge" to the PBGC cap-would be to prevent companies with under-

A Reliance company spokesman said that Mr Steinberg -plans to The premium increase and the new termination funded plans from being overly burdened by limiting
put in a significant amount of time at Frank B Hall Certainly Mr funding charge would give the PBGC, which has a that amount by which the company must improve plan
Pruitt will be a key member of the senior management team " $4 billion deficit, the additional revenue it needs to funding each year

Thomas G Rosencrants, senior vp of Johnson Lane Space Smith avert an immediate financial crisis Under the contribution cap, an employer first would
& Co Inc in Atlanta, says "What clearly was not being done to the This deficit has increased tenfold in the last two subtract the percentage of plan funding from 100 The
satisfaction of Mr Steinberg was the enactment of sufficient aus- years, largely because of the terminations of several difference then would be multiplied by 5%, and the
terity measures to bring expenses under control and move the com- massively underfunded plans sponsored by Wheeling- result would be the maximum percentage by which
pany into a profit position " Pittsburgh Steel Corp and LTV Corp plan funding would have to be improved that year

The Reliance spokesman agreed that "expenses are one area of However, Reagan administration officials say that For example, the maximum contribution that would
many where Mr Steinberg thinks changes could be made " provisions in the Education and Labor Committee have to be made to a plan that was 50% funded would

Mr Rosencrants added "Mr Pruitt will have more responsibility bill that are intended to improve pension plan funding Continued on page 36
for executing strategy than perhaps he has had m the past The fact
he was asked to stay on with the company shows a vote of confi-
dence for him " And, Mr Rosencrants stressed that he and the
insurance industry hold "very high regard for John McCaffrey's Many comp self-insurers
professional capability, integrity and honesty "

Another financial analyst, who asked not to be identified, pre-
dieted that Mr Steinberg will run Hall only "until he finds the best
person in the world to do this I view this announcement as only cannot buy surety bonds-
the first step " And the analyst touted Mr Steinberg's ability to
"turn around every company he's ever been involved in "

By ROBERT A. FINLAYSON states that do not allow such alternative forms ofHarvey H Bundy III, a partner with William Blair & Co in Chi-
cago, said "If I were Saul Steinberg, I would try to find a way to security to change the state's workers compensation
salvage part of my investment He might be forced to disassemble LOS ANGELES-Employers that self-insure work- laws

ers compensation risks can expect increasing difficul- "Otherwise, self-insurance is at the mercy of the in-the company and try to salvage the assets This lS clearly a de-
teriorating situation that is going to become tougher " ties in obtaining surety bonds in the tightening surety surance industry, which is not a position self-insurers

bond market
Reliance invested $220 million in Hall in the past three years like to be in," Mr Stevenson commented

Markets for work comp surety bonds posted as secu- While Mr Stevenson said he could not estimate how

House approves pool proposal rity with state insurance departments by companies many self-insurers are able to find surety bonds, he
that self-insure work comp liabilities are "becoming observes "a lot of people apparently are having diffi-

WASHINGTON-The House Ways and Means Committee last practically non-existent," observed Gloria J Sax, an culty " He says he receives two or three calls a week
week approved a provision allowing states to require employers to assistant vp in the bond department of Alexander & from employers looking for markets

Alexander Services Inc in Chicagosubsidize state health insurance pools for the uninsurable This surety bond market for work comp bonds lS
Howard R Boyle, a vp with Johnson & Higgins in particularly hard pressed because of the long tail onThe proposal, approved as part of Medicare reconciliation legis-

New York, agrees that it is "very close to impossible to such bonds, past losses and the fact that the Californialation, would allow states to assess all insured and self-insured
get" work comp surety bondsemployers with 20 or more employees to fund any losses incurred Insurance Department now requires surety companies

by the pools (BI, July 20) The provision allows states to circumvent As a result, employers that self-insure their work to administer work comp claims for their bond holders
comp liabilities are either switching back to pur- that go bankruptthe pre-emption clause in the Employee Retirement Income Secu-

rity Act Employers that do not participate in the pools could be chasing work comp insurance, or using alternatives to Many surety underwriters fear other states will fol-

assessed 5% of their gross annual wages surety bonds, such as letters of credit, in states where low California's lead, brokers say
such alternatives are acceptable, according to brokersThe committee also adopted a proposal allowing states to deny Mr Stevenson added that insurers complain they get

pool coverage for abortions "A good many states permit alternatives," says "very little premium but need to set up big reserves"
Douglas Stevenson, executive director of the National for work comp bonds

$2.1 million verdict against CNA Council of Self-Insurers in Chicago, citing in addition The surety bond market overall lS tightening Bro-
to LOCs the use of cash escrows and pledges of certifi- kers and underwriters predict capacity will drop as
cates of depositPORTLAND, Ore -A Multnomah County Circuit Court ]ury or- much as 60%, rates will increase 20% and tougher un-

dered Continental Casualty Co to pay $2 1 million for negligently The council now is surveying the states to determine derwriting standards will be applied for the remainder
failing to settle a malpractice suit against an Oregon physician how many do permit alternatives and expects to have of 1987

The July 10 verdict resulted from a suit brought by Dr Carl Stiff the results in mid-August "It's the first hard market I've seen in my 30 years in
Employers are trying to convince state legislators inagainst Continental Casualty, a unit of Chicago-based CNA Finan- Continued on page•,1

cial Corp , after he lost a $3 million malpractice case brought by a
woman who alleged the physician had failed to detect breast cancer insidedespite her repeated assertions that she could feel a lump

Attorneys for the woman offered to settle the case for the $ 1
million policy limits, however, Continental Casualty never offered
more than $150,000, according to Dr Stiff's attorney 7 This week's editorial challenges corporate executives 1 The Bermuda government will not form a new body to

Of the $2 1 million award, $2 million will go to the family of the to examine their employee benefits communications pro- oversee the development of its insurance industry, but it

woman and $107,416 will go to Dr Stiff for lost income and emo- grams and grade their efforts PAGE 8 plans to switch responsibility for policing the industry to
the Bermuda Monetary Authority PAGE 39tional distress

+ European Community nations likely will use differentA CNA attorney and a CNA spokeswoman declined to comment
standards when implementing the EC's product liability departments
directive, says Johnson & Higgins' Jerome Karter in In-

House hikes nuclear liability ternational Issues PAGE 25
Around the states

. .·
.......40

WASHINGTON-The House last week passed a version of the Ask a casualty actuary 04

0 Roger S,nger, Massachusetts' first deputy insurance Bermuda briefsPrice Anderson Act that increases the liability of the nuclear power ............39
commissioner, is one of several new Insurance commis-

industry in the event of an accident to about $7 billion from its Classifieds

current level of $700 million sioners appointed around the country PAGE 27 Comings & goings: buyers
Continued on page 41 ComIngs & goings: industry 37

7 Defined benefit pension plans are still the main means Insurance services guide ......42

errors & omissions of providing for retirement Income, but thrift, savings and International issues ............25
profit-sharing plans also contnbute to that goal, according Letters 8

• The $32 million settlement paid by the Insurance Exchange of to a new survey by The Wyatt Co PAGE 28 London 94
Americas to Cadillac Insurance Co involved only the 10 syndicates Markets .39
participating on the Cadillac reinsurance treaty, not all 15 for- p• Risk managers increasingly are branching out from Op,nions
merly active IEA syndicates as reported in the July 20 issue IEA their traditional responsibil,ties-like risk finanang-Into Perspectiv 95
President Nick Cross said the syndicates not in rehabilitation that new areas like security, benefits administration and loss Ticker ..43
participated in the settlement are B G.H Syndicate Inc, Pacific control, a recent study reveals PAGE 31
Insura«nce Syndicate Inc,WF Poe Syndicate Inc, Administrative Vol 21, No 31-Bumness Insurance (ISSN 0007-6864) ts published weekly
Management Services Ltd Inc and Usher Syndicate Ltd The syn- + American Cyanamid Co is facing three class action at 740 N Aush St. Chicago, Ill 60611 2590 Second-class postage ts paid
dicates in rehabilitation that participated are AIB Syndicate Inc, suits that seek $30 million for damages to Arkansas cot- at Chicago, III, and at additional malling offices Postmaster Send address

changes to Business insurance, Circulation department, 965 E JeffersonSyndicate One Inc, Syndicate Two Inc, Syndicate Three Inc and ton fields allegedly caused by one of the company's her- Ave, Detroit, Mich 48207, 313-446-1611 Copyright 1987 by Crain Commu-
RAM Syndicate Inc bicide products PAGE 37 nications Inc
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15th anniversary winners
The 15th annual Business Insurance Employee Ben-

efits Communication Awards honor 13 employers and
eight employee benefit consulting firms for outstand-
ing achievements in employee benefits communica-
tions.

Employers singled out by Business Insurance this
year for their benefits communications accomplish-
ments run the gamut from Fortune 500 companies, like
Colgate-Palmolive Co. and PepsiCo Inc., to a regional
bank holding company and a cement and pipe man-
ufacturer.

Thirteen awards were presented in four categories

1 St

2nd

3rd

1 st

2nd

3rd

- CH(DICE

this year because of a tie for third place in the audio-
visual category.

A record 179 entries were submitted to this year's
EBC competition, even though one category that had
been part of the competition last year-computer com-
munication-was omitted from the 1987 competition
because of a lack of entries. However, the dearth
of computerized communications programs submitted
to the competition was more than compensated for by
an avalanche of entries in the total benefits program
category, where the number of communications pro-
grams entered tripled.

6

Arkla Inc.

Shreveport, La.
The Wyatt Co., Washington, D.C.

Travel Related Services of American Express
New York, N.Y.
Hewitt Associates, Narwalk, Conn.

First American Bankshares

Washington, D.C.
The Wyatt Co., Washington, D.C.

HUME

Citicorp
New York, N.Y.
Buck Consultants Inc., Harmon Meadow, N.J.

Colgate-Palmolive Co.
New York, N.Y.

Kwasha Lipton, Fort Lee, N.J.

V

Smith & Nephew Inc.
Elk Grove Village, Ill.
C&8 Consulting Group--Powers, Carpenter & Hall Division, St. Louis, Mo.

1 St

2nd

3rd

1 st

2nd

3rd

The entries were judged by a panel of 12 employee
benefits or communications experts.

Articles describing the winning entries appear on
pages 4-17, while the judges are listed in the story
starting on page 18.

The winning employers and their consultants will be
honored this week in New York during Business Insur-
ance's Employee Benefits Communications Conference
at the Grand Hyatt Hotel. Each winner receives a
plague signifying the award.

A report on the conference will be published in the
Aug. 17 issue of Business Insurance.

*tee>
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Burlington Northern Inc.
Seattle, Wash.

William M. Mercer-Meidinger-Hansen Inc., Seattle, Wash.

Miller Brewing Co.
Milwaukee, Wis.
Hewitt Associates, Lincolnshire, 111.

PepsiCo Inc.
White Plains, N.Y.
William M. Mercer-Meidinger-Hansen Inc., White Plains, N.Y.

Gifford-Hill& Co.

Irving, Texas
Alexander Consulting Group, Dallas, Texas

Foodrnaker Inc.

San Diego, Calif.
Hewitt Associates, Santa Ana, Calif.

Barnett Banks Inc. (Tie) C.R. Bard Inc.

jacksonville, Fla. Murray Hill, N.J.
Corp. Comm. Inc., Atlantic Beach, Fla. Hewitt Associates, Rowayton, Conn



Arkla hits pay dirt with CHOICE program
By DONNA DiBLASE

SHREVEPORT, La.-The ability
to make their own choices is im-

portant to employees at Arkla Inc.

So, when the company designed
and communicated its new flexible

benefits plan, "CHOICE: The Ben-
efit Plan You Build Yourself," the
emphasis was on individual choice.

"The theme was chosen based on

the demographics of the work-
force: Employees think of them-
selves as builders at work and at

home. There's a very strong work
ethic in this workforce," explained
Wilton Stone, corporate vp of
human resources for the natural

gas exploration, production and
distribution company.

"These employees are very inde-
pendent, so we had to find a spe-
cial way to interest them in the

'We wanted employees to be able to get
more bang out of their benefits dollars.

Also, if you are trying to motivate a workforce,
employees must have a feeling that the company

cares about people,' Wilton Stone says.

new plan," noted Vicki L. Dungan,
a communications consultant in

the Washington office of The
Wyatt Co. who worked on the
project.

The communications effort,
which included videos, newsletters
and a CHOICE hot line, won first

place in the total benefits program
category of the Business Insurance
Employee Benefits Communication
Awards competition.

© 1987 New England Mutual Life Insurance Company. Boston, MA.

re,

CRAFTING AN EMPLOYEE BENEFITS PLAN WITH YOUR
NAME ON ITREQUIRES ASPECIAL TALENT.

There's no better way to develop a plan
that is specially designed to meet the needs
ofyour company than with the assistance of
The NewEngland Employee Benefits Group.
After all, The New England has $38 billion in
assets under management, more than $6 billion in
pensions and over $1 billion in our 401(k) plans.

Our employee benefits specialists will help
you design and implement a program with the
flexibility to meet your present and future needs.
They'll also give you advice on a full range of
group and individual pension and insurance
products and services, including flexible benefits,
retirement plans, health care plans and deferred
compensation with special options for executives.

In addition to these products, we ofEer com-
prehensive service to help establish a strong
relationship with you for years to come.

For more information on how we can begin
to craft a plan foryou, phone 1-800-635-4246.

MIM The New England
i Employee Benefits Group

Your Financial Panner

"We gave them information in
pieces instead of giving them the
whole elephant in one day," Mr.
Stone said.

Management had some key con-
cerns in developing the communi-
cation program, he noted.

"First of all, we wanted the com-
munication to be candid, truthful
and straightforward. We wanted it

to be in employees' own jargon, not
in that of benefits people," he said.

"We are in an industry that is in
rapid change and we wanted em-
ployees to understand that. But, we
also wanted them to understand

the rationale for the change in the
benefit plan," he added.

The rationale: "We just thought
there was waste in the old system,
and we wanted employees to be
able to get more bang out of their
benefits dollars. Also, if you are
trying to motivate a workforce to

produce more, employees must
have a feeling that the company
cares about people in general and
it is interested in each employee
specifically," Mr. Stone explained.

With Wyatt's assistance, A*T/,
designed a communications cam-
paign that "worked so well that I
haven't received one complaint
about any glitches in enrollment,"
Mr. Stone said.

After conducting focus group
meetings with employee represen-
tatives at its more than 200 loca-

tions, the company found that the
special touch necessary to catch

employees' attention was to per-
sonalize all of the communications

rnaterials.

"Through the focus groups, we
tried to determine what the brick

wall would be between employees
and communication of the plan. We
found that the brick wall was,
'How will this affect me?' We de-

cided to answer this question up
front and make the communication

very personal for employees," Ms.
Dungan explained.

"The support of management in
terrns of giving personal attention
to employees was the key to the
success of the program. You can
put great communication materials
together, but you have to have that
kind of commitment from manage-
ment," she noted.

Arkla began communicating the
plan, which became effective on
July 1, in early March.

The company introduced the
plan to its 4,000 employees with
posters displayed at all locations.

Next, employees attended meet-
ings at which they viewed a moti-
vational video describing the plan
and the company's reason for the
changes.

The video, set to a country music
ballad about choices and change,
features interviews with employ-
ees from many of the company's
subsidiaries and a message from
the chairman of the board.

The video, noting the tremen-
dous changes in the oil and natural
gas industry, conveys the message
that there is a need to balance in-

dustry changes with changes at
Arkla.

The video's narrative inter-

sperses candid comments from em-
ployees as it discusses the reasons
for introducing CHOICE.

An animated sequence featuring
a builder constructing a home il-
lustrates the theme that the

CHOICE plan is something em-
ployees build themselves.

Continued on page 6
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retired Americans are
inadifferentboat.

i A.ir----_

- //FI

For many Americans. retirement is exactly what they
hoped for.

But for others, retirement can be complicated by poor
healtli. One out ()f four Aiiiericans will require long-
term care in a nursing home with an average annual cost
of $20,000 to $30.0()0. How that care is paid for has
hecolne a complex issue.

H istorr hib sliown tli:it personal saviiigs and progrtinis
like Medicare and Medicaid can't cover all the costs of

retirement health care. Companies with retirement health
benefits also face the problem of unfunded future liabilities.

Additional scdutions must he found to address this

retirement health care cost issue that will eventually affect
ezer>' person. c(,inpam' mid instimtion ill our country

At NWNI. Group, we're devel()ping an employee benefit
program called I.ifeScope* that would provide for a persons
retirement years and working A'ears.What makes the
IjfeScope Progrtim unique is its comprehensive approach to
prmidingbenefits. It is more than life insur,ince and
a nursing home policy

Bymanaging the delivery of health care and planning
for future needs. the I.ifeScope Program can find alter-
natives that make health care more a[Tordable,while
allowing individuals to live independently Tlie programk
benefits would he voluntary, flexible and portable.

11any elenients of the I.ifeScc,pe Prognim have
alreadyheen put into place through current NGNI. Group
benefit progranis. I]sing our resources as the nati()ns

10th largest group insurance companywe will soon be
adding more elements.

To find out more about NWNL Group and the I.ifeScope
Program, contact Gintiv Patrick, NWNI. Group. Box 20,
Minneapolis, IN 55446 or call (612) 372-5784. Because
now is the time tobegin solving the problems of providing
health care in the future.

WNWNLGROUP
Tbe right benefztsfor today
Tberigbtideasfor tbeji*urE

5(lurce, t,ir Matiitili: Emplinee Belielit Research In.titute. 1985: Benelib Rek·arch. Ine. 1986: Natilitial 1 nderivriter. 198(1.
A divi.it,11 1,1 Nortim·l·tern National liti' Insliraller (knipam. Mill,rapllii>. MX ( 11,1t admitted in the State ofiew litrk t. Thi' X,Irth Atlantic Ilie lihurance (:,)mpany,11'Anirrica.Jericlo. NY (a nieniher d the ONL (:(Inipal,ies).
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Arkla's winning program
Continued from page 4

That is, CHOICE provides employees with some
basic benefits, or a foundation.

The plan also provides employees with additional
benefit choices, or tools and materials, to build a plan
for themselves.

At the same meeting employees viewed the video,
they also received a newsletter introducing the plan
and its options.

To meet employees' needs for personalized commu-
nication, the newsletters included personalized infor-
mation regarding the employees' coverage under the
previous plan and their benefit allowances under the
CHOICE plan.

The company then mailed to employees' homes seven
additional newsletters throughout April describing
general information about certain features, such as
medical and dental options, reimbursement accounts,
life insurance options, vacation time and the com-
pany's thrift plan.

In addition, each newsletter included personalized
information about the employee's current benefits and
his or her specific costs and coverages under each op-
tion.

A CHOICE telephone hotline also was implemented
to answer employees' specific questions about the ben-

n

efit options.
In late May, employees attended enrollment meet-

ings at which they received binders containing addi-
tional copies of all of the personalized newsletters, an
enrollment worksheet and a final enrollment form.

Employees saw another video at these meetings. The
enrollment video, which features the same theme and
employees as the introduction video, provides a de-
tailed explanation of enrollment for each feature of the
plan.

"Everyone had at least three weeks to enroll, but a
lot of the enrollment forms were returned in the first
week," explained Robert S. Brewer, manager of orga-
nizational development for Arkla.

"Most employees knew by the time of the enroll-
ment meetings exactly what choices they wanted to
make," he explained.

Having employees appear in the videos was a key to
the success and acceptance of the plan, Mr. Stone
said.

"Employees applauded at the meetings after they
saw the videos. Letting fellow employees carry the
message was so key to the response. It really let em-
ployees know that this has been a community process
and that it is an organized communication process,"
he said.

The company declined to provide the cost of the
communication effort. •
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Travel company, bank
garner runner-up honors

The runners-up in the total ben-
efits communication program cate-
gory are:

• Second place: Travel Related
Services of American Express in
New York.

TRS wanted to encourage its
40,000 employees to take a chance
on change with its health care pro-
gram dubbed "When Change Be-
comes Choice."

"We wanted our employees to see
change as good-something that
enables them to choose the best

package for themselves indivi-
dually," says Karen Manning, TRS
director of employee benefits.

With the help of Albert
Schlachtmeyer, a consultant in the
Connecticut office of Hewitt Asso-

ciates, TRS created brochures,

How to
oring your
mental
nealthcare
costs oack
to rea_ity

Costs reaching unrealistic
proportions. Care that may not be
appropriate. Pressure on your
financial picture.

They're all reasons why MCC
offers a spectrum of managed
mental health and substance abuse
services.

Through our systems approach
to managing benefits, we're able to
meet the individual needs of HMOs,
.Insurers, PPOs and Self-Insured
]Employers.

With a range of services
from telephone-based utilization
review to clinical services on a risk-
bearing basis, we're able to help reduce
c,verall expenditures, and improve
service and quality of care to
your enrollees. All backed by
13 years of experience.

In cities like Minneapolis,
Richmond, Norfolk, Dayton,
Cincinnati and Springfield, Mass.,
we're providing quality care for
patients and bringing costs under
control.

Let MCC help bring your costs
back to reality Call 1-800-433-5768 or
write Eric Hansen, MCC Companies,
Inc., 1401 West 76th St., Suite 400,
Minneapolis, Minnesota 55423.

MCG
c O M PA NIES, INC

1

booklets and videos to promote
new benefit features such as the

vision care plan recently made
available to employees, says Ms.
Manning.

"In the booklet," says Mr.
Schlachtmeyer, "everything was
done in a light background with
bright, clear colors to establish a
carefree feeling."

And, "the use of photographs de-
picting realistic daily situations
also brings the book home," he
added.

"In the video, we again tried to
allow the employees to identify
with real life circumstances where

benefits can be used," according
to Mr. Schlachtmeyer.

The circumstances depicted
ranged from employees signifi-
cantly reducing the cost of long-
term prescription drugs to reim-
bursement benefits for child car4.-,
and finally preparation for retire-
ment.

"The video is a public relations
piece aimed at creating a good
feeling about benefit plans," says
Ms. Manning. "The response has
been positive," she added.

• Third place: First American

'The video is. . .

aimed at creating a
good feeling about
benefit plans,' says

Ms. Manning.

Bankshares Inc., a Washington-
based multistate bank holding
company.

First American Bankshares

wanted to let its 4,200 employees
know that it was concerned about

them as individuals and wanted to

help them with personal health
care benefit choices.

To communicate the message, the
company updated its already sue-
cessful "The American Choice"

plan. "We were happy with the re-
sults of the program last year and
we just wanted to make it more
current by informing our employ-
ees of changes that even add more
flexibility," says Anthony Toren-
tinos, senior vp and director of
human resources for First Ameri-

can.

The company created a series of
composite characters who repre-
sented the diverse lifestyles of the
employees. "We wanted to depict a
variety of places and lifestyles to
show that 'The American Choice'

works for everyone everywhere,"
explains Mr. Torentinos.

The composite employees range
from a single, independent career
woman living in New York City to
a young couple in Maryland ex-
pecting their first child. All of the
characters reflect individual em-

ployees who made smart personal
choices and made "The American
Choice" work for them.

Although only updating the
video, First American also created
a new benefits magazine entitled
"The American Choice Magazine."

"We geared it toward the em-
ployees, giving them informative
news about available benefits,"
said Mr. Torentinos. "We tried to

make it lively with cartoons and
crossword puzzles so that it would
keep their interest and they would
read it," he added.

The benefit package was distri-
buted to all of First American

Bankshares' employees and its
subsidiaries located in Washing-
ton, D.C., Virginia, New York and
Tennessee. It was coordinated by
Vicki Dungan, a communications
consultant at the Washington of-
fice of The Wyatt Co.
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Affordable
DentaCareM

helps you steer clear
ofrising benefit costs.

Cost-effective DentaCare puts you
in charge - while offering employees
and their dependents a first-class
dental care plan from the Mutual of
Omaha Group Operation, an insurance

industry pioneer in dental benefits.

A choice ofplans
at manageable cost.

With a choice of plans, DentaCare
lets employers match dental benefits
to specific needs. Options include a
low-cost entry level plan for companies
just starting a dental benefits program.
Additional cost control
with our dental ppo.

For many employers, our preferred
provider program has the right
combination ofdental benefits and cost
containment. Mutually Preferred®
Dental is now available in selected
areas and offers attractive incentives
to employees when cost-effective
preferred providers are used.

Both DentaCare and Mutually
Preferred Dental are available as stand-
alone plans.

For additional information,
send your business card to
Terry Van Noy, Vice President,
Mutual of Omaha Companies,
Mutual of Omaha Plaza,
Omaha, NE 68175.

Mutuiil B
81)maim UdD®

Compiinies
Group Operution
The Managed-Cost

Professionals:sM
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opinions

Assess communication effo rts mzurance®
Reporting weekly for corporate risk,

employee benefit and financial executives

rT'AKE A HARD and objective look at your em- cessful integration of the personal touch in em- Publisher: Alfred Maleck, (New York)

1 ployee benefits communication program and ployee benefits communication, especially by using Editor: Kathryn J Mcintyre,ARM (Chicago)
grade your effort real employees and not actors or cartoon figures ln Managing Editor: James M Burcke (Chicago)

Does it have a personal touch, or is it cold and video presentations or brochures Co-workers are Assistant Managing Editor: Dave Lenckus (Ch,cago)
sterilep the most interesting and believable commentators Assistant Managing Editor/Graphics: Holly E Seguine

Is it attractive, Or iS it dull? on a benefits plan. (Ch,cago)

CHICAGO: Stacy Adler (Assistant Copy Ed,tor)Does it speak directly to employees' needs, or do We re also impressed with the Increasing attrac-
Karen Brown (Assistant to the Editor)employees have to wade through the information to tiveness of communication programs They demand
Linda J Comns (Agent/Broker Editor)

find any relevancy? to be read, instead of inviting the employee to toss Donna D,Blase (Assoc,ate Editor)
Does it convince employees not only that their them away Meg Fletcher, ARM (Assoctate Editor)

employer cares about their welfare, but also that The days of producing an employee benefits com- Karen Huelsman (Copy Editor)

they must assume responsibility for planning for munication program merely to satisfy regulatory Marilou Jones (Directory Editor)

Laura Mazzuca (Agent/Broker Top,cs Associatetheir retirement and be wise consumers of health requirements or to boost morale in the company
Editor)

care? are long gone. While these reasons are still impor- Amy Palmer (Graphic Art,sO $

Do employees understand and use the cost con- tant, the overriding reason to produce a successful Roger Schillerstrom (Ed,tonal Cartoon,st)

trols in the health plan, such as mandatory second program is the recent emphasis on cost control in Stephen Tarnoff (Associate Ed,tod

opinions on elective surgery? employee benefits Paul Winston (Assistant Copy Editor)

This is by no means an exhaustive list of criteria A mandatory second surgical opinion program Joanne Wolcik (Copy Editor)

DALLAS: Michael Bradford (Associate Ed,tor)
for measuring the quality of your employee bene- and utilization review to obtain full reim-

LONDON· Stacy Shapiro (international Editor)
fits communication program, but the questions bursement of medical bills under group medical Carolyn Aldred (Assoctate Editor)

identify the strong trends emerging from the cur- plans, for example, must be understood by employ- LOS ANGELES: Robert A Finlayson (Bureau Chief)

rent pace-setting and award-winning programs ees to be accepted and properly used And, a corpo- Steve Taravella (Assoc,ate Ed,tor)

The winners of the Bustness Insurance Employee rate decision to sweeten the company match in a NEW YORK: Douglas Mcleod (Bureau Chief)

Benefits Communication Awards competition can savings plan to encourage employees to save for Judy Greenwald (Assoc,ate Ed,tor)

answer yes to these questions, because they recog- their retirement will work only if the employee is WASHINGTON: Jerry Gelsel (Washington Editor)
Deborah Shalowitz (Assoc,ate Editor)

nize how important these issues are (see stories, encouraged to think about retirement
Corporate: H L Stevenson (Corporate Editor

beginning on page 3) How high, or low, do you grade your employee
Among the new trends we welcome is the sue- benefits communication program? Advertising Director: Donald A Walsh (New York)

Midwest Sales Manager. Robert L Niesse (Chicago) 1

letters CHICAGO: Deborah D Neale (District Manager)
Margaret H,kido (D,strict Manager/

Hospital ownership
Classified Sales)

we consider legislation to protect the un- insurance company representative stated Elmer Kerstowske (Production Manager)
derinsured or the uninsured Alternati- at an insurance industry conference that,

LOS ANGELES. M,chael J Sharpe (District Manager)clarified by insurer vely, expanding the Medicaid or the under the then-new CGL policy
Medicare programs to Include coverage "It is in the basic waste disposal (italics NEW YORK: Charles A Horvath (Dstnct Manager)

To the editor A point of clarification for this part of the population is an easier mine) area that a manufacturer's basic Jack Forrest (District Manager)

is in order regarding your article on Flor- solution than mandating benefits, estab- premises-operations coverage is liberal- Martin J Ross (D,stnct Manager)
ida's malpractice insurance crisis (BI, lishing state risk pools or creating any ized most substantially Smoke, fumes or Courtney Bauer (Distnct Manager)
July 13) new bureaucracy Obviously these plans other air or stream pollution have caused

Premier Alhance Insurance Co (PAIC) would have to be subsidized by govern- an endless chain of severe claims for gra- Director of Communications: Ronnie I Drachman
is owned by a subsidiary of Premier Hos- ment monies Perhaps Rep Stark would dual property damage (italics mine) " (New York)
pitals Alliance Inc (Premier) Premier is like to explain that to his constituents, In another 1966 vintage insurance in- Corporate Marketing Manager: Alice Sieloff (Detroit)
a voluntary alliance owned by 37 major who have consistently voted to limit dustry paper touting the new CGL policy
medical centers nationwide Memorial spending -the following were cited as examples of EDITORIAL. Chicago 312-649-5398
Medical Center of Jacksonville, Fla, the Clearly, there are no simple solutions to liabilities covered Dallas 214-363-1066

first site at which the insurance company these problems Targeting businesses as "Examples would be gradual adverse London 01-404-4228

is providing physicians medical malprac- the source for financing programs seems effect of smoke, fumes, air 01 stream pol- Los Angeles 213-651-3710
tice coverage is, as are all Premier owner unfair Most workers will think addi- lution, contamination of water supply or New York 212-210-0100
hospitals, independently owned and tional payroll taxes unfair Perhaps a ref- vegetation We are all aware of cases such

Washington 202-662-7200operated erendum is needed on this sublect None as contamination of oyster beds, lint in
ADVERTISING: New York 212-210-0133Robert E. Pierson of the proposals presently being consid- the water intake of downstream 1ndus-

Chicago 312-649-5276President ered seems adequate trial sites, the Donora, Pa, atmospheric
Premier Alliance Insurance Co David J. Fasano contamination and the like " Los Angeles 213-651-3710

Westchester, Ill Vp-empioyee benefits With that kind of drafting history and COMMUNICATIONS· New York 212-210-0132
Maury Donnelly & Parr Inc sales pitch, CGL coverage for asbestos re- CIRCULATION: Detroit 313-446-1611

Health plan pools Baltimore moval and environmental claims becomes
Published by Crain Communications Inc, Chicagoclear History is not on Mr McKeon's

are a poor remedy History lesson clear side G.D CRAIN JR

Founder (1885-1973)
Mr McKeon told you and your r<aders

To the editor Your recent article con- in asbestos litigation MRS G D CRAIN

that Judge Brown did not address various Chairman

cerning state pools for health insurance exclusions Presumably, he was referring KEITH E CRAIN

legislation leaves us feeling "at sea" (BI, To the editor George A McKeon, gen- to, among other, the so-called pollution Vice chairman

July 20) The federal government passing eral counsel at the Travelers Cos, con- exclusion that was added to the CGL pol- S R BERNSTEIN

legislation to mandate state government tends that your June 15 editorial, "Insur- icy about 1970 At the time the pollution Chairman-executive committee

RANCE CRAINaction? Rep Fortney "Pete" Stark, D- ers Get Just Rewards," was wrong on two exclusion was added the insurance indus-
Calif, must have forgotten his mandate, counts (BI, July 6) President

try applied for and obtained approval
MARY KAY CRAINit is the prerogative of the states to make George Santayana said, "Those who from various state insurance commission- Treasurer

laws concerning its citizens Truly, health cannot remember the past are condemned ers to include the new exclusion in the MERRILEE P CRAIN
insurance for the "uninsurable," the un- to repeat it " standard form policy Secretary
employed or the employed with no health With respect to the asbestos insurance Travelers, which used a slight variant WILLIAM A MORROW

insurance benefits is needed Mandated coverage cases, Mr MeKecn states that of the standard exclusion, wrote to the Senior Vp-operations

health insurance or health insurance Judge Brown's decision "admittedly con- West Virginia Insurance Commissioner Published weekly at 740 Rush St, Chicago, 8 60611, Telex 6871241

pools do not seem to be the answer to tradicts decisions in a number of state on Aug 3, 1970, as follows "The idea be- Cable CRAINCOM Offices 220 E 42nd St, New York, NY 10017, Telex
640207 CRAIN COM NYK, 1 Northpark, East Suite 114, 8950 N Central

most people with any benefits manage- and federal courts " What Mr MeKeon hind these endorsements is that the in- Expressway, Dallas, Texas, 75231, Suite 814, National Press Building,
ment experience does not state is that 14 state and federal surance industry does not consider inten- Washington, D C 20045,6404 Wilshire Blvd, los Angeles, Calif 90048,20-22

Bedford Row, London WC1 R 4EB, England $175 a copy $68 a year in U SPresently many HMOs enjoy a federal courts have rendered decisions ad- tional pollutzon (italics mine) to be
Canada and all other foreign add $16 for surface mall Europe and Middle Eastqualification To enjoy that federal en- dressing these questions Each of these insurable, and the industry wishes to only add $47 formrdelivery First-dass mmlto U S and Canada only, add $48

dorsement, these HMOs should absorb supposedly contradictory decisions gave make its position clear to the insured " Bermuda only, $105 per year expedited delivery WILLIAM STRONG,
the population we are addressing when the policyholders all or most of the cover- West Virginia's Insurance Commis- vp-circulation BARBARA KISCH, circulation manager JOHN HUFFMAN,

age they sought History is not on Mr sioner agreed with Travelers and, on Aug fulfillment director Four weeks' notice required for change ot address Send
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Business Insurance welcomes let- Mr McKeon does not agree with Bust- part coptes are avallable from Unlversity MicrofiIn,s, 300 Zeet) Road, Ann Arbor,

Mich 48013 Microfiche copies available Bell & Howell. Micro Photo Division,ters from its readers Please keep ness Insurance that Judge Brown's deci- "(1) The said companies and rating or-
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By DONNA DiBLASE

SEATTLE-Planning for the fu-
ture makes good business sense. In
the case of retirement income,
planning also makes good personal
sense.

That's why Burlington Northern
Inc. decided to give the salaried
employees of its El Paso Natural
Gas unit a personalized tool for
planning financial security during
retirement.

The Seattle-based transportation
and natural resources company
prepared a kit containing a per-
sonalized laser-printed report and
a brochure containing charts and
graphs to help employees estimate
how much they need to save to re-
tire comfortably.

"Your Future Security," which
was prepared with the help of con-

At Tifco, we finance insurance premiums fast.
No insurance sale is really closed until

you get your cash. So at Tifco, our premium
financing policy is to get your cash to you
fast. Veryfast.

In fact, we're prepared to process a
contract the day we receive it and release
your funds the next morning.

We aren't fast about everything,
though. Truth is, we're not so fast about can-

cellations. We require a monthly billing, a
late notice, another late notice, and a phone
call to you before can:ellation. Generally,
that's more than enough to solve any prob-
lems. Proof? Our cancellation rate is one

of the lowest in the industry.

r_7IRI)
THE INSURANCE FINANCE PEOPLE

Learn more about the many ad-
vantages of Tifco premium financing.
Callbday.

For the number of the TIFCO office

nearest you, call-
East of the Mississippi: 1-800-423-5748
West of the Mississippi: 1-800-423-5749
In Maryland: 1-301-494-1011

sultant William M. Mercer-Mei-

dinger-Hansen Inc., won first place
in the personalized correspondence
category of the Business Insurance -
Employee Benefits Communication
Awards competition.

Along with the personalized in-
formation and brochure, the kit,
which was mailed to 1,200 employ-
ees age 45 and older, included an
employee survey on its usefulness
to be connpleted and returned by
nlail to Mercer.

"The purpose of the kit was to
give employees the, tools to plan
for retirement themselves. This

was the first really big effort to get
employees to think and plan for
themselves," explained Candace D.
Allen, an associate consultant in
Mercer's Seattle office.

"Most people thought the kit was
very helpful, if not in planning for
retirement now, then in starting
them thinking about it," said Ri-
chard French, director of benefits
for Burlington Northern.

About 89% of the respondents to
the survey said they found the kit
valuable in helping them to begin
planning for retirement, and 96%
said they found the kit easy to un-
derstand, Ms. Allen said.

Of the 97% who said they wanted
to receive an updated kit, most
said they wanted to receive it once
a year, while others said they
wanted either two-year or five-
year updates.

"As a result of the positive re-
sponse from the survey, Burlington
Northern has completed another
retirement planning kit that's
going to all of its units," Ms. Allen
noted.

The new kits have been sent to

about 3,000 employees aged 45 and
over in the company's other units,
Mr. French said. Altogether, the
company employs about 40,000
people at more than 200 locations
around the country.

Each kit, which cost about $25 to
produce, measures about 9 inches
by 11 inches and includes a laser-
printed personalized report of em-
ployees' thrift plan and pension in-
formation compiled from the per-
sonal benefit statement issued by
the company each December.

The personalized report also in-
cludes worksheets to help employ-
ees estimate and compare their
spendable income both before and
after retirement, based on personal
salary and retirement income.

The report also explains to em-
ployees when they are eligible for
normal or early retirement.

The personalized report is con-
tained in the pocket of a nine-page
brochure that includes guidelines
and charts for determining retire-
ment savings.

The brochure explains that actu-
arial studies show that most people
who retire at age 65 need only
about 60% to 65% of their final

take-home pay to maintain their
standard of living after retirement,
because some expenses-such as
income taxes, retirement savings
and Social Security contributions
-are eliminated.

To illustrate how much these ex-

penses represent during employ-
ment, the brochure also includes a
pie chart showing that most em-
ployees take home about 62% of
their gross salaries after paying
taxes and contributing 6% of their
gross salary to the company's thrift
plan.

The brochure also notes that em-

ployees who retire early need to
replace 70% to 75% of their final
pay to maintain that standard of
living after retirement. This is be-
cause employees who retire before
age 65 receive a higher percentage
of their replacement income from
their company pension and thrift
plans than from Social Security
benefits, which are not taxed.

Continued on page 12



«YourJob Is To OfferA Health Plan With A
Minimum Of Paperwork.

Our Job Is To Develop The Most Efficient
System For Processing Claims.

Ken Lewis, Vice President, Operations, Heattb Net

At Health Net, we believe that nothing
should prevent you and your employees from
receiving quality medical care. Particularly
not claim forms and other administrative

hassles.

That's why we've developed our
fully-automated claims processing
system. Not only does it eliminate the

frustration of extensive paperwork, it speeds
up the processing time to no more than five
working days.

So look to Health Net to provide a
maximum of quality care with a minimum
of paperwork.

Health Net. Because it doesn't have to hurt.

0

HEALTH NET
A Federally Qualified HMO.

The Next Generation In Health Care.

Available to companies with 15 or more employees.
For further information, call your insurance broker or a Health Net representative at 1-800-522-0088.
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Miller, PepsiCo capture runners-up spots
The runners-up in the persona-

lized correspondence category
were:

• Second place: Miller Brewing
Co. in Milwaukee.

"Each year, the primary objec-
tive of our benefit report is to re-
mind our employees of the impor-
tance and strength of their benefit
program,'' explains Terry
Gardner-Smith, Miller's corporate
benefits analyst.

This year, however, Miller added
bold colors, creativity and flair as
it built its statement around the

theme of recognition.
"We wanted our message to em-

phasize the importance of benefits
and of recognizing their value,"
Ms. Gardner-Smith said.

Consultants Anne Eckland,
Steve Ramsey and Katy Daly of
Hewitt Associates in Lincolnshire,
[ll., were called in to help create a
theme that would communicate the

company's message.
"We chose to use abstract art

throughout the statement because
it tied into the recognition theme.
Sometimes you have to look twice
to see everything that is there,"
says Ms. Gardner-Smith.

The benefits department's logo
appears abstractly on the cover in
bold shades of red, yellow and
blue, and it is an immediate atten-

tion-getter, reports Ms. Gardner-
Smith. "The employees all looked
at it and wanted to know what it

meant because they didn't recog-
nize the logo at first glance."

Any rnisinterpretation is clari-
fied by the president's message on
the inside flap, which explains the

Continued from page 10
Next, the brochure shows em-

ployees how to estimate how much
additional income-from sources

other than thrift or pension plans
-will be needed to retire early.

Four graphs illustrate how much
income an employee will need to
retire at age 55 with either 25 or 30
years of service, or at age 60 with
25 or 30 years of service. The
graphs also help employees esti-
mate their replacement income
with three inflation-linked vari-
ables: no inflation, 4% inflation or
8% inflation.

Employees are reminded that the
company's 401(k) plan enables
them to save for retirement with
both pretax and aftertax dollars,
as well as receive matching con-
tributions from the company.

Employees can transfer calcula-
tions from the graphs and personal
savings information onto a work-
sheet to determine how close they
are to achieving replacement in-
come equal to 70% of their final
pay-the amount necessary for
early retirement.

The brochure also includes a

table to help employees estimate
the monthly benefit they would re-
ceive if they used the lump-sum
balances in their 401(k) accounts to
purchase annuity contracts in
$10,000 increments.

For example, according to the
table, if an employee purchased an
annuity with $10,000 at age 58,
he or she would receive $83.59 per
month after retirement. If an em-

ployee had a lump sum balance of
$30,000 and purchased an annuity
at age 58, he or she could multiply
$83.59 by three to see the monthly
payment would be $250.77.

The brochure also includes

tables estimating future income
tax rates under the Tax Reform Act
of 1986.

"We are very pleased with the
document and its response. Retire-
ment planning is a difficult subject
and we were concerned that we

formatted it in a way that would be
easy to understand," Mr. French
said. •

company used abstract art to en-
courage employees to look closely
at the art and benefit choices.

"The president's letter sets the
tone and helps establish the theme
of recognition," Ms. Eckland said.

The statement, which cost ap-
proximately $114,000 to produce,
is easy to read and gets the infor-
mation across in a light and airy
manner, said Ms. Gardner-Smith.
"We wanted it to be interesting to
the employees so we put in the
time, effort and mdhey to do it,"
she added.

The statement was sent to about

3,600 salaried employees in 32 dif-
ferent locations via first class mail.

• Third place: Pepsico Inc. in
Purchase, New York.

Providing a clear benefits state-
ment that would help employees
both understand and appreciate
their retirement programs was
Pepsico's primary objective when
designing a statement color-coded
to fit with the rest of its benefit

package.
"We felt that our employees nei-

ther understood nor appreciated

their retirement options, and that
was why we were not getting
enough response from them," says
Suzanne Samuelson, Pepsico's
manager of benefits communica-
tion.

"They wanted it to be down to
earth and friendly," says Steven
Sundheimer, a principal at William
M. Mercer-Meidinger-Hansen Inc.
of White Plains, N.Y., the consul-

tant hired to help design the state-
ment.

The nine-page statement outlines
the various retirement plans for

both the employees and their
spouses. The key issues are high-
lighted in a blue color-coded stripe
so that important information is
clear to the reader, Mr. Sund-

heimer explained.
Also included is a glossary of

technical terms to help the employ-
ees better understand the state-

ment.

The pension statement took
about six months to produce and
cost Pepsico about $80,000. It was
distributed to approximately
45,000 employees nationwide. I

Ourbiggestpoint
is service.
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No matter what size policy we write, service is
our biggest selling point. That's why brokers are
starting to see Appalachian and Affiliated from a
different perspective.

We have the proven capacity to write policies
for companies of all sizes. Large and small.
It's one of the reasons we've earned Best's A+

property insurance ratings.
Appalachian and Affiliated offer a complete

product line-including an "all risk" policy that's
simple, comprehensive, and flexible. We have a
proven track record of serving brokers who
require fast, competitive, and complete service.
We put you directly in touch with our under-
writers for fast responses. And, our claims
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Booklet is ringing success
By DONNA DiBLASE

NEW YORK-Citicorp wanted
its employees to know there was
health care help at the end of the
line.

But, a special communication ef-
fort was necessary to draw em-
ployees' attention to the company's
new CITI-HEALTHLINE informa-

tion hot line.

So, with the help of Buck Con-
sultants Inc., the giant bank hold-
ing company produced a compact
booklet in the shape of a phone.
The red hot line brochures were

settlement and paperwork response is just as fast,
just as efficient, and certainly, fain We've even
been known to hand-deliver a policy in a pinch.

We can also make available the expertise of
Factory Mutual engineering-expertise helpful in
reducing or controlling property losses and in
satisfying your clients' needs.

So, if you want insurers who provide capacity,
coverage, and service, talk to Appalachian and
Affiliated. We'll help give you a new perspective
on property insurance.
Affiliated FM insurance Company
Appalachian Insurance Company
Associated with Allendale Mutual Insurance Co.
Allendale Park, P.O. Box 7500, Johnston, Rl 02919.
Telephone (401) 275-3000.

.Q
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mailed to the homes of more than

30,000 employees nationwide.
The effort won first place in the

booklets category of the Business
Insurance Employee Benefits Com-
munication Awards competition.

By starting CITI-HEALTHLINE,
"we wanted to assist people in
finding quality medical resources
and get them involved in reviewing
their own health care," explained
Doris Glick, a registered nurse and
manager of CITI-HEALTHLINE
Services for Citicorp.

The roots of CITI-HEALTHLINE

were planted when the company

-"06..I

implemented a voluntary second
surgical opinion program about
two years ago.

"Employees had been calling the
medical department for this type of
health information anyway, so we
wanted to provide" a health in-
formation hot line, explained Mary
Mickalonis, Citicorp's corporate

manager of health services.
The company introduced CITI-

HEALTHLINE in February. The

toll-free number is staffed by a
nurse, who has access to a phys-
ician if a question requires a more

specific or technical answer.
The hot line is available to em-

ployees nationwide between 9 a.m.

and 5 p.m. Eastern Standard Time.
However, employees can leave a

recorded message at other times.
CITI-HEALTHLINE suggests

health care resources to help em-
ployees more wisely utilize their
health care benefits.

For example, the service assists

employees in obtaining physician
referrals for second opinions on
surgeries and offers information on
treatment facilities, home or hos-

pice care, hospital emergency room
use and outpatient surgery.

"The brochure introducing CITI-
HEALTHLINE had to be under-

standable, and we wanted to make

it look attractive enough to get em-
ployees to read it," noted Terrance
T. Toth, director of communication

consulting services in Buck Con-
sultants' Harmon Meadow, N.J.,
office.

The bright red 7-inch-by-5-inch
cardboard booklet folds out, re-

vealing four pages that explain the
hot line, its advantages for employ-
ees and the company's objectives in
introducing the service.

Headlines and itemized services

are highlighted in red, with all

other information printed in easy-
to-read black type. And, affixed to
the back page of the booklet are
two stickers embossed with the

CITI-HEALTHLINE toll-free tele-

phone number. The stickers can be
attached to employees' telephones.

Employees concerned about of-
fending their physician by request-
ing a second opinion can now turn
to CITI-HEALTHLINE for a refer-

ral, the booklet emphasizes.
It also reminds employees of th€

success of the company's 2-year-
old second surgical opinion pro-
gram, noting that university hospi-
tal surgeons used in the program
determined that 20% of surgeries
were not medically necessary.

This saved "individuals a great
deal of anxiety and pain and Citi-
corp thousands of dollars. This
made us realize that a service like

CITI-HEALTHLINE could be very
valuable to Citicorp employees,"
the booklet says.

The booklet then explains the
second surgical opinion referra]
program and lists 15 procedures
for which the program is most
helpful. These include hysterec-
tomy, cataract removal, knee sur-
gery and coronary bypass surgery.

Health resources and health

problems about which the service
offers information also are listed.

These include length of hospital
stays, board-certified physician
referrals, use of generic drugs and
skilled nursing facilities.

Finally, the booklet instructs
employees how to use CITI-
HEALTHLINE. For example, em-
ployees are urged to have their
personnel and Social Security
numbers ready when calling.

When calling for second gpinion
referrals, employees should have
available the name and address oj

their physician and the doctor'.
medical or surgical specialty.

For scheduled surgeries, employ-
ees should tell the CITI-HEALTH-

LINE nurse the diagnosis and sur-
gery to be performed and
anticipated length of stay.

Continued on next page
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V.1.R RESOURCES, INC.
congratulates the ESC AWARD WINNERS.

As specialists in the
EXECUTIVE PLACEMENT

nationwide of professionals in all areas of the
EMPLOYEE BENEFITS

field, we have a well-earned reputation as a primary source of openings
in leading firms for high-caliber candidates.

To learn more about the confidential, professional services we provide,
write to or call

V.1.R RESOURCES, INC.
200 Park Avenue, Suite 303 East,

New York, New York 10166

(212) 344-2100

Citicorp booklet
Continued from previous page

The booklet also notes that be-

cause most medical conditions are

complex, the CITI-HEALTHLINE
doctor or nurse cannot diagnose an
illness or advise treatment by tele-
phone. And, it stresses that the

service cannot tell employees
whether or not to have surgery,

noting that "the doctor or nurse
can only put you in contact with
the proper medical resource so that
your ultimate decision is based on
the best information available."

The communication effort, which

cost Citicorp $18,500, took about a
month to produce, Mr. Toth noted.

"The double-stick labels bearing

the telephone numbers took the
longest time," he explained.

"When we proposed doing the
booklet in the shape of a telephone,

the company was very pleased.
They also had the idea that the tel-
ephone numbers should be handy
for employees" and decided on in-
cluding the stickers, he added.

The booklet was mailed to em-

ployees' homes because "people
would be more apt to read it if they
received it at home," said Citi-

corp's Ms. Glick.
"The service has handled 662

calls in its first six months. One-

third of those calls have been for

second surgical opinions and the

remainder for physician or dentist
referrals," Ms. Glick said. I

How to Get
- on COBRAa HANDLE d

Getting a handle on COBRA is not only
smart but essential. Ignorance and/or non-
compliance of this new group health conti-
nuation law can result in costly fines and
losses.

DO YOU HAVE 4 OR MORE

QUALIFYING EVENTS PER MONTH?

roper compliance with COBRA requires
expertise and if done manually can be a
nightmare. The burden of producing up to 29
letters, forms and documents required by
COBRA is proving to be an expensive, time-
consuming operation, leaving margins for
error and decreasing the time and effort that
could be utilized more productively in daily
business functions.

lA
CORPORATE COBRA MANAGER

Travis Software Corp, a leader in employee
benefit software packages for employers, has
designed an automated system based on the
expertise of employee benefit professionals
that helps fully administer the complete per-
sonnel functions required by COBRA.

CORPORATE COBRA MANAGER is a system that allows large
amounts of COBRA-related information to be stored without limit to

the number of beneficiaries or insurance plans.

MANAGER

Over 700 companies, to date, find CORPORATE COBRA MANAGER is
cost effectively reducing the hours it took to manually comply with
COBRA.

CORPORATE COBRA MANAGER IS EASY-TO-USE

Requires only the entry of names of beneficiaries, information about
their Qualifying Event and benefit plans they may elect. All other
record-keeping functions, correspondence generation and premium
computations are part of the system. This approach reduces the
number of telephone calls you will receive in your office from COBRA
ci,n tinues.

CORPORATE COBRA MANAGER IS COMPLETE

he system is flexible and allows choices and customization through
system parameters for each employer's COBRA administration.

Requirements of the Technical Corrections Act and H.R. 5300 are
included in the program.

To get your handle on COBRA easily, effectively and economically call
or send coupon for additional information

CORPORATE COBRA MANAGER

1.01 $1295
(Single Employer Version)

Also available in

Multi-Employer Version
for TPA's, HMO's and

Tatt-Hartley Plans)

'The most widely used COBRA admini-
stmtion soffwan· in the countr¥"

CORPORATE COBRA MANAGER

IS WELL DOCUMENTED

The system comes with a complete User's
Manual, The Manual is precise and compre-
hensive in training the operator as to how to
install the CORPORATE COBRA MANAGER,

input of information required for each Prin-
cipal Qualified Beneficiary and how to use
the system on a daily basis.

CORPORATE COBRA MANAGER

IS SUPPORTED AND UPDATED

Travis Software Corp. supports CORPOR-
ATE COBRA MANAGER users by offering
telephone support and by developing addi-
tional capabilities to the system.

The system will be updated when regula-
tions for the COBRA law become available or

when additional legislation becomes effec-
tive assuring users of thecontinuity and cur-
rent adherence to the law.

SUMMARY OF FUNCTIONS

0 Monthly Premium Notices
or Coupons

0 Late Premium Notices

(user-specified)
Add-on (user-specified) can

be delayed for compliance with
state continuation laws

' Additional Copies for Files
0 Complete Audit Trail

SPECIAL FUNCTIONS

0 Notification of Eligibility
0 Enrollment Form and Times

Premium Calculations

0 Handles Secondary Qualifying
Events

0 Tracking of Eligibility Periods
for Each Participant

0 Management Report Module

0 Change of Address Function
' Termination Letters

0 Automatic Generation of

Letters and Forms

0 Premium Delay Capability
0 Monthly Premium and

Eligibility Reports to Vendors

' Multi level Password

0 Open Enrollments
0 Downloading
I Custom Report Writer
0 Custom Letter Writer

CORPORATE COBRA MANAGER runs with a hard disk on any 512K
IBM PC* or 100% compatible; no other software required. Dealer/reseller
inquiries invited.

* Trademark of International Business Machines Corp.

713-496-3737
----

FT-R-AVIBOFTWARE-(-OiKMLRmon uite C-111 • Houston, Texas 77082 1
1

1 1
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EBC booklet

competition:
Runners-up

The runners-up in the booklets
category were:

• Second place: Colgate-Palmo-
live Co. in New York.

During the last two years, Col-
gate has modified its various bene-
fit plans, which resulted in the
need to update employee hand-
books to explain the changes.

"We needed a booklet that would

explain our new benefit modifi-
cations to our employees clearly
and easily," says J.E. Zoog, Col-
gate's director of human resources.

Colgate commissioned Pamela
Kekich, a principal at the Fort Lee,
N.J.-based consultant Kwasha

Lipton, to help find the best way to
bring the company's Personal Care
Program and Hourly Employees'
Benefit information to its employ-
ees.

"The most important thing in
designing the new booklets was
that they be useful reference pieces
as well as being attractive," says
Ms. Kekich.

The three-ring binders are large
enough to hold the company's
standard 8-by-11-inch an-
nouncement sheets so that addi-

tional benefit information distri-

buted throughout the year can be
filed directly in the handbook, she
explained.

Each booklet was designed to
catch the reader's attention. "We

wanted the headlines to stand out

so we used bright colors," says Ms.
Kekich. "We also posed questions
to the readers as a way of getting
them into the material."

The booklets, which took about a
year to produce, were distributed
to almost 6,000 employees in six
U.S. locations and overseas, she
said.

• Third place: Smith & Nephew
Inc. in Elk Grove Village, Ill.

Because the international com-

pany of Smith & Nephew has ac-
quired 10 additional companies in
the last few years, it wanted a
handbook that would both estab-

lish the company's benefits pro-
gram and make the new additions
feel a sense of belonging.

"We wanted to consolidate dif-

ferent plans into one," says
Charles R. Ingram, the company's
corporate insurance manager. "We
also hoped that employees would
feel the corporation's concern for
them, bringing everyone closer to-
gether," he added.

With the help of Carol Dexter,
communications coordinator for

C&B Consulting Group-Powers,
Carpenter & Hall Division in St.
Louis, Mo., Smith & Nephew
adopted the symbolic globe to
project its image as an interna-
tional company whose employees
are part of a growing entity.

"We used the global family ap-
proach to bring all of the manufac-
turing companies together," she
said.

The small, portable, three-ring
binder uses what Ms. Dexter refers

to as the four-color system. Shades
of red, yellow, blue and white are
incorporated into the design of the
globe, while each plan is color-
coded in one of the primary
shades.

In addition to providing employ-
ees with detailed descriptions of
plans available, there is an
abridged version, entitled "Chart-
ing Your Benefits," found in the
pocket of each binder. "We don't
expect the employees to read the
whole book, so we also give them
the highlights of the programs,"
Ms. Dexter explained.

The booklet, which costs $11 per
binder and took about three

months to produce, was distributed
to about 2,000 employees at 10 dif-
ferent locations, according to Mr.
Ingram.
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WOULDYOU
INSURE HIM SOLO?

It's no easy stunt.
Providing coverage for a CEO sounds easy

enough. But not if he has a hobby like this.
Unusual, complicated risks pose unusual, compli-

cated questions. How do you design the cover-
age? Should you set special requirements or
exclusions?

How do you price it? Should you turn down the
business?

Fortunately, there's a better option. Bring it to
CIGNA RE. We're here to help insurers evaluate
any risk. No matter how perilous it might seem.

With years of experience and the entire CIGNA
organization behind us, we have the knowledge you
need to solve the toughest reinsurance problems.

94

a

Our underwriting expertise covers the full range
of products and situations. The kind you see every
day, and the kind you don't. From individual or
group life and health, to special risk coverages.
And we'll even share our expertise with you through
free underwriting seminars.

Challenge us to solve your reinsurance problems.
Our innovative solutions can help you compete for
risks you might have thought were too difficult to
handle. To find out how we can help you. call Gary
Wolters at 203-726-4986.

Reinsurance from CIGNA RE. It's the only way to fly
and it's one more example of
CIGNA's commitment to person- CIGNA
alized service to business. -

CIGNA RECorporotionmarkets thelife. health cnet disability reinsurance products offered by Connecticut General Ufe Insurance Company and Life Insurance Company of North Amefica. CIGNA companies.



Video paves the way for plan changes
By DONNA DiBLASE

IRVING, Texas-A cement and

pipe manufacturer that tradition-
ally communicated benefits
through a handbook and letters
from the benefits manager needed
a special attention-grabber to
communicate benefit changes to its
4,500 employees.

And, the company also wanted to
change its benefits communication
philosophy, making communica-
tion an ongoing effort instead of a
sporadic occurrence.

So, the company produced
"Medical Plan Changes," a video in
which Gifford-Hill & Co. Chief

Executive Officer Tom Howard

helps introduce the benefits
changes. The video won first place
in the audio-visual category of the
Business Insurance Employee Ben-
efits Communication Awards com-

petition.
"The goal I set for myself was

that we wanted to get everyone's
attention. There was a huge change
coming and we wanted to be sure
employees knew what it was," ex-
plained Bill Spies, manager of
benefits for the Irving, Texas-
based company.

The March 16 implementation of
a mandatory second surgical opin-
ion program for certain procedures

'We used employees

in the video to get

other employees to
listen,' explains

Ms. Saxon.

and a new dental plan prompted
the need for the communications

program, he explained.
To find the best way to get em-

ployees' attention, the company
and its consultant, Alexander Con-
sulting Group, a unit of New York-
based Alexander & Alexander Ser-

vices Inc., conducted focus group
meetings with employee represen-
tatives from several of the com-

pany's 45 locations.
In these meetings, the company

discovered that employees really
wanted more personal communica-
tion about benefits from upper
management, noted Lynn Saxon,
an associate communications con-
sultant in the Dallas office of the

New York-based consulting firm.
"We had our CEO appear in the

video to get employees' attention.
He was the main attention-getter
and was very willing to do this,"
noted Mr. Spies.

But, along with a message from
upper management, the video also
features Gifford-Hill employees
commenting on their own benefits
concerns and the need to take re-

sponsibility for their own health
care.

"We used employees in the video
to get other employees to listen,"
explained Ms. Saxon.

To select employee spokesper-
sons, the company asked supervi-
sors at three or four of its locations

to select 10 employees to partici-
pate in the video. The employees
were then videotaped as they were
interviewed about their benefits

concerns and health care costs in

general, Mr. Spies said.
"The employees who appeared in

the video were chosen because they
were verbal. And, it was really
amazing how aware employees
were about health care costs when
we interviewed them for the

video," Ms. Saxon noted.
Along with capturing employees'

attention, the company's objectives
in producing the video also in-
cluded demonstrating manage-
ment's concern for employee wel-
fare by emphasizing that upper

management wants employees to
understand their benefits so they
can be used wisely.

Also, Gifford-Hill wanted the

video to emphasize a slight shift
away from a paternalistic benefits
philosophy and the need for em-
ployees to take more responsibil-ty
for their own health care.

The video, which took about two

months to produce and cost
$20,000, was presented at em-
ployee meetings and'was accom-
panied by a new handbook detail-
ing employees' health care
benefits, Mr. Spies explained.

The video stresses that while em-

ployees pay annual deductibles
and copayments, the company pays
the entire monthly premium. Em-
ployees pay a deductible of $150
per person with a maximum family
deductible of $300, plus a 20% co-

payment. Also, employees learn
that if they use gen€r. c prescrip-
tion drugs, the plar evers these
costs at 1)0%, insteac of she usual
804

The vide) also describes the

company's mandatory second sur-

gical opinicn program, including
comments from employees on the

benefits c f getting a seecnd opin-
ior.

Under the progran, employees
conld be required to pay up to 50%
of the Josts of surgery il they do
no: get a sezond opir:01 for any of
12 elective procedures.

In addition, emp_:ye€s in the
video d.scus: the ben Efits 1.' having

surgery in an ambulatcry center if
possible, including te comfort of
recovering from surgery at home
wi-h one's family.

Continued Gn next page

A Conversation

Withk
Tom Hbward

Picture a small fire shutting down a
*For exan--Fle, a Class 10[ clean rcom
containing 25 wet chemistry work statons
which etch more than 1.030 semionductor

wafers per day.

Ansul has the answer. The Ansul

H4000 System...an unbel ievably
fast way to detect and supp,ess

fire s in wet benches.

Studies have shown that 50-60% of at_

clean room fires Siart in wet chemistry work
stations. Thark besause these 'wet )enmes'

always contain a vclati.e mixture of heated
liquids, so.vents and acids The protlem is
that any fire-even a small one-may
contaminate an entire clean room And
that can cost a semiconductor

manufacture. millions.

The detector is quicker
than the eye.

The Ansul H-1000 System makes use of a
unique ultra-violet detector. At the firs= hint
of fire, this sensitive detectir spots =he
trouble and sends a signal to the H-1000
control module which in turn triggers the
suppression system. Elapsed time Ecm
detection to actuation...less than 5
milliseconds.

4\

Clean as a whistle.

The H-1000 uses a clean extinguishing
agent-Halon 1301-that suppresses fire
without leaving a mess. A fact that pleases
people who wish to keep their clean rooms
clean. Another plus is the design of the
H-1000 System. It protects against fire
re-flashes by providing for up to four,
separate discharges of Halon 1301. It works
without shutting down the ventilation
system. And the H-1000 is a snap to install.
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Bu., the video also reminds em-

ployees o: the financial benefits of
having out-patient surgery-100%
coverage after the deductible in-
stead of the usual 80%.

The video also notes that while

some employee locations already
had dental coverage, the company
now is offering dental coverage to
all employees.

Employees in the video talk
about their own experiences and
point out that families with chil-
dren will greatly appreciate this
benefit.

Under rthe plan, employees do
not contr. bute to the monthly pre-
mium, but pay an annual deducti-
ble cf $25 per person for preven-
tive and restorative care, plus
varying copayments for major re-
storative care. Orthodontic cover-

age is available only to employees'
dependent children, with employ-
ees paying 40% of all orthodontic
expenses.

The employees in the video and

The employees in the
video and the CEO

stress the need to be

responsible about
utilizing benefits.

the company's CEO continually
stress the need to be responsible
about utilizing benefits.

"We want employees to use their
benefits when they need them, but
we want them to use them wisely,"
Mr. Howard, CEO, says :n the
video.

"The video met our objectives
100%," Mr. Spies noted.

"My reaction from the regresen-
tatives who conducted the meet-

ings was that the video went over
well with employees. The :ransi-
tion from the old benefits program
to the new one went very
smoothly." I

EBC audio-visual runners-up
The runners-up in the audio-vi-

sual category were:
• Second place: Foodmaker Inc.

in San Diego.
Foodmaker wanted to create a

video that would generate interest
and enthusiasm for its EasySaver
Plus program, increasing 401(k)
plan participation among lower-
paid employees at its chain of
Jack-in-the-Box restaurants.

The video stars "Joe Saver," a
stereotypical Jack-in-the-Box as-
sistant manager, who represents
exactly the type of employee the
company hopes to influence with
the presentation.

In the video, Joe is watching TV
and relaxing before going to work
when suddenly a simulated news
report appears, describing the ben-
efits of EasySaver Plus and inter-
viewing satisfied employees who
explain savings, investment and

$100 million semiconductor facility.*

related concepts in a way that
makes saving seem easy.

"We wanted to create something
that would spark interest and be
exciting but still easy to under-
stand," says Aleta O'Shea, a con-
sultant at Hewitt Associates in

Santa Ana, Calif.
In addition to the news report,

the Foodmaker video also includes

an MTV-styled music video, fea-
turing Willard Riley who sings the
theme song "EasySaver Plus,"
highlighting the benefits of the
plan. "People left the employee
meeting humming the theme song,"
Ms. O'Shea reports.

The video, which cost $36,000 to
produce, was shown to about 2,500
employees at employee meetings.

"We were very satisfied with the
results of the campaign," reports
Judy Baum, director of corporate
personnel at Foodmaker. "We had

The brain of the H-1000 is impressive.
The brain-some people call it a control module-is capable of some incredible feats.
In a fire emergency, it can provide visual and audible alarms, shut off power to the wet
bench, even alert the local fire department. Equipped with a battery pack, it can operate
without a normal power supply fo. up to 8 hours. And perhaps the best feature of all,
the control module supervises its own readiness status... and tells you when
something's wrong.

It's pa,t of the Ansul family of systems.
Of course, Ansul solves more problems in the semiconductor industry than
just wet bench fire protection. We have larger halon systems to protect clean
rooms. Foam and dry chemical systems for areas containing flammable
liquids Carbon dioxide systems for unmanned facilities. Plus an entire
range of fire protection products and agents for virtually every application.
And they're all made to the exacting quality star dards Ansul is famous for.

j
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Do you have a fire protection
problem that needs solving?

Perhaps you'd like to receive a free copy
of our latest technical report entitled,
' <Protecting Wet Chemistry Workstations
Against Fire". Or maybe you have an
entirely different fire problem that needs
solving. Either way, we can help. Ansul has
a history of coming up with innovative
solutions for people in all kinds of indus-
tries and businesses. Put us to the test. Call

the Ansul Answerline...

1-800-346-3626.

ANSUL
The fi,st name in fire protection.

ONE STANTON STREET, MARINETrE, WISCONSIN 54143

an 11% increase in participation
from almost a year ago."

• Third place: Tie between Bar-
nett Banks Inc. in Jacksonville,
Fla., and C.R. Bard Inc., a health
care products manufacturer in
Murray Hill, N.J.

Because Barnett wanted to help
its 17,000 employees be as healthy
as possible both mentally and
physically, it created a video en-
couraging them to utilize its em-
ployee assistance program.

'We wanted to assure our em-

ployees of the confidentiality of
the program and encourage them
to use it when necessary," says
Catherine Corse, Barnett's em-
ployee benefits manager. "In the
employee video, we decided that
the best way to overcome the em-
ployees' fears was to show them
the actual counselors that would

help them with their problems."
"We used a direct approach of

interviewing the counselors rather
than a flashy one," explains Mark
Basse, the owner of Corp. Comm.,
the Atlantic Beach, Fla., produc-
tion company that created the
video package.

There are two eight-minute
videos, one for employees and an-
other for supervisors. The em-
ployee video is designed to intro-

We are very pleased
with the response

that the videos have

gotten,' Barnett's

Ms. Corse says.

duce them to the EAP by
explaining the benefits, while the
supervisor edition focuses on how
use of the EAP can increase de-

partmental productivity.
"We are very pleased with the

response that the videos have got-
ten. We have a 9.6% usage rate,
which is excellent for a first-year
EAP," Ms. Corse said.

The videos, which took about

four weeks to produce, cost about
$13,500 combined. The employee
video has been shown to about

17,000 employees while the super-
visory video has been viewed by
2,000 at supervisor training ses-
sions.

C.R. Bard Inc. wanted to create

a video to inform employees of its
new 50-cent match and loan fea-

ture in its retirement savings plan.
Bard increased its matching con-
tributions to the plan and now em-
ployees are able to dip into the
plan in hardship cases.

"With two good pieces of news,
our job was easier," says Barbara
Philbeck, a writer in the Roway-
ton, Conn., office of Hewitt Asso-
ciates.

Larry Voigt, a producer/art
director at Hewitt Associates, de-
veloped the motif of getting inside
a bank by depicting the inside of
a vault and using animation and
computers to create the allusion of
dollars and cents being deposited
and withdrawn from the safe.

"The concept is more of a pro-
motional commercial for Bard's

benefits, showing employees that
Bard's program is better than an
IRA (individual retirement ac-
count) because you can take out
loans on the money," says Mr.
Voigt.

Bards is very satisfied with the
video and participation in the pro-
gram has increased beyond its ex-
pectations, reports Ms. Philbeck.

"It is a nice ice breaker before a

meeting," says Carol Mucci, Bard's
senior benefits administrator.

The three-minute videotape cost
about$17,000 toproduce and has
been shown to about 6,000 employ-
ees at employee meetings in 20 dif-
ferent locations. I
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Top benefit presentations
involve a personal touch
Employee benefits communica-

tions may be getting more per-
sonal.

"The entries in the total benefits

program category" in the Business
Insurance Employee Benefits Com-
munication Awards competition
"had a much stronger human ele-
ment than ever before," said Ron-
nie I. Drachman, BI's director of
communications in New York.

"The judges were so impressed

with this year's first-place award
because the communication pro-
gram made you feel so good. They

agreed the common thread among
all three winners in the total bene-

fits program category was the
human element in them," she
added.

'They (judges) agreed the common thread
among all three winners in the total benefits
program category was the human element in

them,' according to Ronnie I. Drachman,
Bl's director of communications.

The first-place winner, Shreve-

port, La.-based Arkla Inc., in-
cluded some of its own employees
in a video introducing the com-
pany's new flexible benefits plan.
The employees discuss their own
benefits concerns and their feel-

ings about the new plan (see story,

page 4).

ClaimFacts-The Health Claims Management System

How a mid-sized insurance company
landed a$22 million account.

1

When this mid-sized insurance

company went after the claims ad-
ministration business of a company
with 15,000 employees, plus retirees
and dependents, its business strat-
egy was basic. Provide the best
customer service at a cost that's
hard to beat.

With the help of ClaimFacts, it
got the business, thepremium equiv-
alent of $22 nlillion. Nine different

insurance contracts, including major
medical, dental, long-term disabil-
ity, employee and dependent life,
director's life and grandfathered
plans for retirees. To add to the
complexity, the new customer had
merged from two organizations in

two states, each with unique, non-
communicating human resources
and benefits systems.

Just five months after the first

implementation meeting, all the
new members and plans had been
loaded on ClaimFacts and claims

were being processed. While the
contract promised four days turn-
around, most claims are processed
in three days or less. From reipt
of tapes for employees and hard
copy for retirees to mailing out
checks and explanations ofbenefits.

Only an online system as ver-
satile as ClaimFacts, from Erisco,
can handle such a wide diversity of
requirements. Three systems-

medical, dental and disability-all
work together. The easy-to-learn
system uses one screen for auto-
mated adjudication. It increases
speed and accuracy with automatic
eligibaty and benefit determina-
tions. And ClaimFacts' flexibility
makes it easy to add new benefits
or change a plan without restruc-
turing the entire plan or duplicating
records.

If you are an insurance com-
pany or TPA, we'd like to show
you how ClaimFacts can enhance
your competitive position, profit-
ability and business growth. If
you're a self-insured corporation,
we'd like to show you how this sys-

.

.

tem can help you manage your
health claims and cost contain-

ment programs. Just like we do
regularly for over 90 organizations
in the U.S.A. and Canada.

To learn more about Claim-

Facts or other Erisco mainframe

benefits software, call or write the
Sales Department at Erisco,
1700 Broadway, N.Y., NY 10019,
(212) 765-8500.

CLAIMFACTS
Erisco-The bendits of information.
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ZIB Theoun&Bradstreetcorporation

In addition, the judges were im-
pressed with the natural gas com-
pany's use of a series of persona-

lized newsletters used to explain
each of the components of the flex-
ible benefits plan, Ms. Drachman
pointed out.

"They felt that even though this
was a group of employees who tra-
ditionally had
not relied on

written commu-

nication, they Efit»: __4
would be com- --,4
pelled to read rz-Ji '
the personalized ,-'i 0 #
newsletters,''
because the -%...

newsletters

communicated

exactly how the Mr. Beaubier

changes would
affect each em-

ployee.

A total of 179 entries were

submitted in the < « 1
four categories ; ·

that comprised ti- Al
this year's Em-
ployee Benefits
Communication

Awards compe- Mr. Bersin

tition: total ben-

efits program; audio-visual; per-
sonalized correspondence; and
booklets.

A fifth awards category, com-
puter communication, was not in-
cluded in this year's competition
because there were too few entries,

Continued on page 20
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executives responsible for employee

vital cost savings and control systems for them.

Business Insurance has been covering the health beat for more
than nineteen years, bringing its more than 134,000* readers weekly

information on what is available to them to keep tight controls over health care
utilization and expenditures.

Bl has been and continues to be, on the forefront of bringing its readers information on trends and
innovative techniques and systems in employee benefits, risk management and group insurance.

So, when management is concerned about the rising cost of benefits (now estimated at 35.2% of payroll**)
Business Insurance is there to help.

As both readers and advertisers have learned, we never miss a beat.
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EBC judges
Continued from page 18
Ms. Drachman said.

"We did not judge the two or
three entries we received this year,
but will re-evaluate the category
for next year's competition," Ms.
Drachman said.

She also explained that "while
there is a lot to be done with the

communications medium, it is a

difficult category to judge and it is
the most difficult category to pre-
pare for the judges," because of
problems with compatibility in
computer hardware.

"A really big change in the com-
petition this year was that the
number of entries in the total ben-

efits program tripled," Ms. Drach-
nnan said.

And, along with a more personal
approach to employee benefit com-
munications, "a very significant
trend in the audio-visual category
is that employers are not overload-
ing their audio-visual programs

Announcing
something between
COBRA and nothing

COBRA requires employees or dependents separating from an

employer's group health plan to make a choice. They can choose

either high-cost COBRA continuation coverage or no benefits at all.
But now employers can offer something between COBRA and

nothing. It's called Transition Coverage. And it's quality medical
insurance designed specifically for anyone in between medical cov-
erages.

Employees and dependents like Transition Coverage because

it costs from one-third to one-half less shan the typical premiums

for continuation coverage. (It doesn't cover any pre-existing medical
conditions or expenses resulting from normal pregnancy; so it may

not be right for everyone.)

Employers like it because it requires a person making this
choice to opt out of COBRA. That means an employer can eliminate
some of its risk from COBRA claims liability Plus all administration

and claims are handled by Celtic.

If you'd like more information about this innovative coverage
that fills a need for both employees and employers, send your busi-
ness card to Jim Daly at Celtic Life.

SM

Transition
Coverage

Celtic Life Insurance Co., 208 S. LaSalle St.,

Chicago, IL 60604, (312) 332-5401

Underwritten by
m'll

Celtic is A rated by A M. Best Company

.

1

'The number of

entries in the total

benefits program
tripled,' says B/'s
Ronnie Drachman.

with details," according to Ms.
Drachman.

Employers "rely on the programs
to spark questions or introduce
benefit plans and then use other
communication vehicles to handle

the details," Ms. Drachman ex-

plained.
"What was interesting this year

was that in all four categories, we
felt that the judges worked very

much in sync with each other. That
is, there weren't heavy debates as
to which entries were the winning
programs," she added.

The entries to the 1987 Business

Insurance Employee Benefit Com-
mmunications - --1
competition 1
were judged by a

panel of 12 em-
ployee benefits . d 1

or communica-

tions experts.

The judges
were:

• Karen Ba-

tenic, senior Mr. Donahue

manager of em-
ployee benefits 
at Chicago- illl
based Sara Lee 1 {
Corp. -t.tul
• Al Beau- p1 

health care ad-

ministration for

Southern Cali-

fornia Edison lM! ,
Co., an electric Ms. Hook

utility in Rose-
mead, Calif.

• Bob Bersin,

promotion man-
ager for Modern
Healthcare, a

magazine pub-
lished by Crain
Communications

Inc. in Chicago,
which also pub-
lishes Business

Insurance. Ms. Nagengast
• James Don-

ahue, director of .,/«»'-
corporate corn- /
munications for

insurance bro- .- - S.
ker Fred S. 110*'Pr'
James & Co. Inc. '4 v'·

in New York. ©6*.
•Paula

Fleming, man- /jif
ager of benefit
communications Mr. Schleger
for the Stam-

ford, Conn.-based Xerox Corp.
• Elizabeth Hook, senior associ-

ate editor of Risk Management
magazine, which is published
monthly by the New York-based
Risk & Insurance Management So-
ciety Inc.

• Katherine Klobuchar, vp and
manager of compensation and ben-
efits for Marine Corp., a bank in
Milwaukee.

• Lana Lewis, assistant vp and
indirect compensation manager at
Marine Midland Bank in Buffalo,
N.Y.

• Susan Nagengast, vp of mar-

keting for Pearl River, N.Y.-based
Mid-Atlantic Litho, a graphics
firm serving the consulting indus-
try.

• Patricia Nazemetz, manager
of corporate benefits for Xerox in
Stamford.

• Peter Schleger, consultant and
producerfor New York-based
Peter Schleger Co., a media con-
sulting firm specializing in bene-
fits communication and training
workshops.

• Elaina Zuker, president of
Success Strategies Inc., a organiza-
tional and management consulting
firm based in New York. I



Emerson Electric appoints
new risk management chief

Paul E. Morrison, 38, has been
named director of risk manage-
ment at Emerson Electric Co. in St.

Louis. In this position he oversees
the diversified electronics com-

pany's risk management opera-
tions, including property/casualty
insurance. He replaces Mike Zim-
mer, who left the company, and
reports to Robert M. Cox Jr., vp
and treasurer. Previously, Mr.
Morrison was director-risk man-

agement at G.D. Searle & Co. in
Skokie, Ill. He received a bachelor

of science degree in economics
from Ball State University in Mun-
cie, Ind., and a master of business

administration degree from Indi-
ana University in Bloomington.
Mr. Morrison holds the Associate

in Risk Management and Char-
tered Property & Casualty Un-
derwriter designations.

**

William T. Howard Jr., 53, has
been named assistant treasurer/

director of risk management for
Arch Mineral Corp. of St. Louis. In
the new position he is responsible
for insured and self-insured pro-
grams, as well as risk management
activities for Arch and its subsi-

diaries. He reports to J.E. Walton,

comings &
goings: buyers

vp/treasurer and chief financial of-
ficer. Previously, Mr. Howard was
director of corporate insurance at
Forest Oil Corp. in Denver and for
several years has been on the board
of directors of Oil Insurance Ltd., a
Bermuda-based petroleum indus-
try mutual. He received a bachelor
of arts degree from the University
of Connecticut at Storrs and is a

deputy member of the Risk & In-
surance Management Society.

**

Kate McGuigan-Montalbano
has been named director of risk

management at Winchell's Donuts
in La Mirada, Calif. In this newly
created position she oversees the
creation and implementation of all
risk management functions for the
Denny's Inc. unit, including prop-
erty/casualty insurance, claims
management, loss control and
workers compensation. She reports
to Dan Thomissen, senior vp and
chief financial officer. Ms. McGui-
gan-Montalbano previously was
director of risk management at
Trans-Technology Corp. in Los
Angeles. She received a bachelor of
arts degree from the University of
Northern Colorado in Greeley. In
addition, she is a member of the
national Industry Liaison Commit-
tee of the Risk & Insurance Man-

agement Society and serves on the
board of directors of the Los An-

geles Chapter of RIMS.
***

Ellen Klimon, 41, has been
named director of risk manage-
ment of Franciscan Health System
in Chadds Ford, Pa., and president
of its Denver-based captive, Neu-
mann Insurance Co. In the newly
created position of risk manager,
she is responsible for the risk man-
agement program of the Franci-
scan Health System, a multihospi-
tal system sponsored by the Sisters
of St. Francis of Philadelphia, and
reports to Scott K. Phillips, vp-fi-
nance. As president of 11-year-old
Neumann Insurance, Ms. Klimon
oversees the development and im-
plementation of professional lia-
bility insurance and other insur-
ance products. In addition, she is a
partner in the Philadelphia law
firm of Klimon, Salman, Greve &
Harpster. Prior to the appointment

with Franciscan Health System,
Ms. Klimon served as director of

risk management at the University
of Pennsylvania in Philadelphia.
She also held the post of assistant
attorney general for the state of
Ohio. Ms. Klimon received a bach-

elor of science degree in psychol-
ogy from Rosemont College in Ro-
semont, Pa., and a doctor of law
degree from the University of Cin-
cinnati. In addition, she holds the

Chartered Property & Casualty
Underwriter designation.

We'd like to report on staff changes
in your company's risk manage-
ment, safety or emptoyee benefits
department. Just drop a note to
Paul Winston, assistant copy edi-
tor, Business Insurance, 740 N.

Rush St., Chicago, Ill. 60611-2590,
or call 312-649-5442. Phase send a

photograph, too.
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RENT-A-CAPTIVES AVAILABLE
FOR

PRODUCTS, D&0, E&0 AND OTHER LIABILITY

FINANCIAL CHNOLOGY INC.

Consultants specializing in Captives, Risk Retention Groups,
Cash Flow, Self-Funded, Loss Portfolio Transfer Programs,

Feasibility Studies, Formation and Management.

1888 Century Park East, Suite 910, Los Angeles, CA 90067
(213) 879-3991

MEDIEVAL CELLE

These buildings have withstood
1 the ravages oftime and we

have withstood the ravages of
the market.We are both rooted in

the same traditions: Consistency,
Craftsmanship, Creativity.
We blend old virtues and skills

with the innovation of today.

HANNOVER Re: your partner forthe future.

HANNOVER RE

Karl-Wiechert-Allee 50 D-3000 Hannover 61 ·West Germany
Telephone 49-511-5604-0 ·Telex 922599 (ham)
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.
If you're trying to administer a lot of

HMO & for a company with a lot of loca-
tions, we can think of a lot of reasons
for you to give the Maxicare Health Plan
a lot of thought.

Not the least of which is the fact that

yodll only have to deal with one contact
person-your national accounts man-
ager-who will design a single unified
benefits package for all your locations
throughout 26 states.

During enrollment periods, your
burden will be further lightened as your
accounts manager works with local
Maxicare representatives to handle all
the details-timetables, materials,
procedures.

And in place of all the paper you're
used to getting at the end of the month,
you'll enjoy the stress-free experience
of opening a single envelope, containing
a single bill.

If you'd like to join the 700 national
accounts that have already signed up for
Maxicare, or if you'd just like some addi-
tional information, write to Maxicare
Ratibnal Marketing, 5200 West Century
Blvd., Los Angeles, CA 90045.

Or give us a call at the only phone
number you'll ever need to remember:
(213) 568-9000, Ext. 4600.

carem
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Pro duct liability
EC directive intended to establish common standards

By Jerome Karter liability, member states may legislate development risks controversy is the The West German liability law has
a cap of not less than 70 million ECUs Brussels Convention Jurisdiction and been akin to strict liability since the

CLEARLY, the intrinsic on liability resulting from death or Enforcement in Civil and Commercial late 1970s, when the burden of proof
independence of individual personal injury caused by identical Matters All EC member states are for negligence was shifted from the

member states has induced mfighting products with the same defect To signatories to the convention, which claimant to the manufacturer.
within the European Community as its date, Belgium, West Germany, determines civil court jurisdiction "Prima facie" proof usually is
product liability directive inches Portugal and Spain are leaning toward within the member countries interpreted to the claimant's
toward its July 1988 inception this option, but the recently enacted Sophisticated claimants are advantage Contingent fees are

Who will allow the development U.K. Consumer Protection Bill does expected to use the convention to prohibited in West Germany and an
risks defense? Who will apply a 70 not cap a producer's liability, and "forum shop" for a member state with unsuccessful claimant must bear the
million ECU ($78 3 million) limit for other member states are expected to favorable legislation Thus, producers real litigation costs of the winning
all claims of an identical nature adopt a similar stance In these or importers in the EC countries that party

resulting from the same product? Will countries, a manufacturer will have to permit the development risks defense The legal systems in Italy and
any EC member states allow punitive buy an appropriate limit of insurance may find themselves sued m other France also disallow contingent fees
damages? Who will wait until July 30, indemnity or take the risk of "going member Countries whose laws do not and, like West Germany, these
1988, to inaugurate enabling bare. allow this defense Consequently, both countries require the loser to pay the
legislation? Another flexible provision of the producers and importers that operate winner's real legal costs. In addition,

These divisive issues stem in part directive is the development risks within EC member states should buy none of these countries allows "class
from the limitation of an EC directive defense This allows a producer to liability coverage against lawsuits action" suits and none uses the Jury
Unlike an EC regulation, a "directive" escape liability for producing, brought within the entire European system All cases are adludicated
does not create a uniform law, but manufacturing, or supplying a Community. Another procedural difference
aims only to harmonize national laws defective product on the basis of a Another problem created by the between the United States and

by establishing common standards. In "state-of-the-art" defense; that is, non-regulatory aspect of the directive Western Europe can be found in
this instance, the common standard that scientific and technical concerns compensation for punitive damages The directive allows
established "no fault" liability as a knowledge at the time the product was non-material damages In effect, the member states to legislate
supplemental cause of action for put into circulation was insufficient to directive allows each member state to compensation for non-material
damage to consumers resulting from enable the existence of the defect to legislate compensation for damages when an action is based on
defective products Harmony, be discovered non-material damage strict liability However, m the United
however, has been more elusive To date, Belgium, when an action is based States, punitive damages have become

Certainly, the EC's move toward France, Greece, and on strict liability In an obstacle to settlement. Though
strict liability is meant to supplement, Luxembourg are not many member states, originally aimed at intentional wrongs
not substitute, existing common law planning to allow the however, existing laws only, punitive damages are commonly
remedies such as claims in contract or development risks decree that applied to no-fault situations and have
tort Thus, existing member state defense All other EC compensation for resulted in skyrocketing awards
legislation, such as the German member countries, however, are non-material damages can be awarded Individual member states hope the
Pharmaceutical Act, will remain in expected to follow the United only if the injured person proves the U S experience will be a lesson for
effect for the consumer's protection. Kingdom's recent legislative lead producer's negligence It iS expected EC counterparts

Until the directive's passage, only allowing the development risks that some member states may not EC member states also hope that the
four member states practiced strict defense As such, the U K. Consumer derogate from existing national law by directive's 10-year limitation on
liability France, Luxembourg, West Protection Bill will measure a legislating both strict liability and producers' liability will be adopted by
Germany, for pharmaceutical product's defectiveness in terms of damages for pain and suffering under all states to reduce claims The
products, and Spam, for certain expected safety rather than fitness for the directive provision is especially important to
products up to 500 million pesetas use Despite the potential statutory the pharmaceutical industry since
($3 9 million) Compensation paid in Critics maintain that the difference in enabling legislation, EC manifestation of side effects often
these states usually is factored into development risks defense unduly member states uniformly agree on one takes more than a decade.
production costs and thus spread over restricts the protection of the subject claims experience The On the whole, the EC directive
all products, whether defective or not consumer because a litigant's costs to directive is coming at a time when should provide an additional incentive

All other member states require show "state-of-the-art" will deter world interest is focused on the issue for manufacturers to review their

injured persons to prove negligence on claims But advocates of the of product liability Undoubtedly, the product safety risks A complete
by the manufacturer of the defective development risks defense cite several social cost of U S product liability review should include product design,
product; the claimant's burden of important benefits legislation has been well-noted production, quality control, record
proof usually safeguards the producer First, despite great care on the part worldwide It is generally believed, systems, complaint procedures,
from claims and results in lower costs of manufacturers to develop a safe however, that although consumer operational instructions and

Once enabling legislation takes product, someone, somewhere will activism may Increase in many promotional literature
effect in all member states by undoubtedly be harmed by a product member states when the directive Since strict liability will not apply
mid-1988, however, injured persons that usually brings a benefit to most becomes local national law, the to products put into circulation before
will be required to prove only the consumers, as in the case of medicines. difference between the U S legal the enforcement of national
damage, the defect, and the causal Critics assert that Innovation will system and that of Western Europe legislation, product recall procedures
relationship suffer unless manufacturers are liable will produce less litigation and lower will assume immediate importance as

The directive aims to for the "known and knowable" only associated costs in the European a means of identifying the date on
&0 Eliminate distortions in Second, because certain products Community which a product became available for

competition are expected to attract much higher For example, the lury's role in the public consumption As a result, U S
4 Ease the flow of goods products liability insurance premiums United Kingdom today is limited to risk managers with subsidiaries in the
/ Increase consumer protection without a "state-of-the-art" defense, serious criminal offenses As a result Common Market will be faced with
Understandably, critics are the cost of insurance could force many of bench trials, the United Kingdom coordinating coverage for a mix of

concerned that these goals will not be manufacturers out of business witnesses a lower level of litigation product liability exposures
achieved if EC member states cannot Lastly, the development risks than the United States Traditionally, Although most implementing
cooperate during the implementation defense provision is deemed necessary U K law has placed the burden of legislation will not be enacted before
process. In the absence of cooperation, for a country like France where the proof of negligence on the plaintiff, mid-1988, U S risk managers should
Europe may well witness an civil code stipulates that the seller the recently legislated Consumer address this subject immediately
entrenchment of disparate laws must reimburse the price paid by the Protection Bill continues this practice
similar to that which has left the buyer (if the seller knew of the latent In the United States, however,

Jerome Karter ts vpUnited States unable to institute a defect) as well as pay for damage liability often attaches because an and manager of the - Wnational tort reform program. suffered by the buyer (who does not inJury occurred, not because wrongful New York
Indeed there are several areas in have to prove fault) But, if unaware of conduct caused the injury Internatzonal

which the non-regulatory nature of the latent defect, the seller must only Moreover, contingent fees are Department Of
the directive may result in statutory reimburse the buyer, who must then non-existent in the United Kingdom Johnson & Higgins
differences file a claim for damages by proving Instead, a successful claimant is His column appears

For example, while the directive fault on the part of the manufacturer usually awarded costs including legal the flrst Monday of
embraces the principle of unlimited Further compounding the expenses and expert witness fees every month

Sis» ''1'
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perspective

ASK A BENEFITS ACTUARY
Mew tax rules govern accrued liability is the excess of the actuanal against that year's taxable income Examples of

accrued liability over plan assets some of these costs (Type 1 costs) are utilities and

pension deductions So clause (111) was generally understood to limit rent, maintenance and repairs, indirect labor costs

the deduction based on the sum of normal cost, plus (such as supervisory costs) and employee benefit
a 10-year amortization of the various bases costs Other costs (Type 2 costs) that are also
described above This interpretation was involved with production and resale activities, but

Have the rules for
consistently put forth by the actuaries in the do not require capitalization, include marketing,

tax-deductible pension national office of the IRS selling or advertising costs, research and
contributions changed

However, a recent U S Circuit Court of Appeals development costs, general administrative costs or
recently?

decision may put forth a different and more liberal past service pension costs
interpretation of clause (111) In AMP Inc vs United IRC Section 263A requires that the costs involved
States, the court's decision might be read to say that in production or resale activities first be allocated

Rapidity of change has the phrase "past service or other supplementary between Types 1 and 2 In the context of a defined
characterized employee benefit pension . credits" referenced not the various bases benefit pension plan, this might mean the allocation

tA law and regulations following the described above, but the actuarial accrued liability of the current year's normal cost between general
enactment of the Employee The significance of this interpretation is best administrative personnel and hourly production
Retirement Income Security Act illustrated by the following simple example workers, if both of these types of employees were
The alphabet soup of acronyms Suppose an employer sponsors a new pension plan included in the same defined benefit pension plan
for post-ERISA legislative effective Jan. 1, 1986, which resulted from a spin-off It lS important to note that only the normal COSt lS
changes in employee benefit law from a fully funded pension plan. Assume assets and allocated between Type 1 and 2 costs The portion of

is quite extensive ETRA, MEPPA, TEFRA, REA, liabilities equal to the present value of accrued the contribution related to past service (1 e , the
SEPPA and TRA-86 Add to this the changes in benefits are spun off to the new plan on Jan 1, 1986 portion of the contribution related to the actuarial
employee benefit accounting rules made by the Let's say that the plan provides for benefit accruals accrued liability) is entirely a Type 2 cost This
Financial Accounting Standards Board since ERISA both before and after Jan 1 based on a final average treatment of past service pension costs suggests that
(FAS Nos. 31, 36, 81, 87 and 88), and you begin to pay formula. The actuary's valuation as of Jan 1, a sponsor should consider using an actuarial cost
realize the volume of change that has occurred It is 1986, provides the following valuation results method for funding purposes, which increases the
not surprising that older employee benefits • Normal Cost S700,000 actuarial accrued liability, and not use a
consultants are often heard recalling the "good old • Actuarial accrued liability $9 million method-such as the aggregate method-that has no
days" when things were much simpler • Assets $5 million actuarial accrued liability

Even law that has been stable in the post-ERISA Then the cost allocated to Type 1 must be assigned
period is changing The ERISA-enacted rules The ERISA-enacted rules relating to to goods manufactured either goods that were sold
relating to tax deductions for pension contributions or those that were placed into inventory The costs

tax deductions for pensionhave recently been reshaped by court interpretation assigned to goods sold are deductible against
and legislative action Before these recent changes, plan contributions recently have current year taxable income, Type 1 costs assigned
the rules could be described as follows The amount been reshaped by court interpretation to goods placed into inventory are capitalized-that
that is tax-deductible on account of a contribution is, the cost assigned to goods placed in inventory isand legislative action.
to a qualified defined benefit pension plan lS the
greater of the amounts determined under clause (i),

added to the value of the inventory asset held on the
company's balance sheet When the inventory is

and either clauses (11) or (111) of the Internal Revenue • Unfunded actuarial accrued liability $4 subsequently sold, the capitalized cost is then
Code Section 404 (a)(1)(A). million deductible against the taxable income the year of

• Clause (1) The amount necessary to satisfy the • Present value of accrued benefits $5 million sale

minimum funding requirement under IRC Section Assuming a 0% interest rate, the IRS' In the context of the example shown above, the
412. interpretation of clause (111) would produce a company in question might sell 95% of the goods it

• Clause (11) The amount necessary to provide the maximum deductible contribution for 1986 of $1 1 manufactured during a year and place 5% of them in
remaining unfunded cost distributed as a level million (the normal cost of $700,000 plus $400,000 inventory, then 5% of the normal cost for hourly
amount or a level percentage of pay over the resulting from the 10-year amortization of the production workers might be added to inventory
remaining future service of each employee (this unfunded actual·ial accrued liability of $4 million) and not be deductible for the year in which the
clause has generally been interpreted to apply to Under one reading of the decision, the maximum contribution iS made and the good was produced
"spread gain" actual·ial cost methods such as the deductible contribution under clause (iii) would be These new rules relate to IRC Section 263A and

aggregate method) substantially higher $1 6 million (the normal cost are generally effective for costs incurred in taxable
• Clause (111) An amount equal to normal cost plus $900,000 resulting from the 10-year years ending after Dec 31, 1986 There are also

plus an amount necessary to amortize "any past amortization of the actuarial accrued liability of $9 certain exceptions and transitional rules
service or other supplementary pension credits" million) If this reading of the court's decision is As you can see, even employee benefits regulation
in equal annual payments (until fully amortized) correct, the plan sponsor could fund the unfunded that has been relatively stable in the post-ERISA
over 10 years (This clause has generally been actuarial accrued liability in five years as opposed period is undergoing change
interpreted to apply to "immediate gain" actuarial to 10 years under the prior interpretation

cost methods, such as entry age normal and The timing of this recent court case could not be Would you hke advice from an erpenenced colleague
onansk management, benefits management orprojected unit credit) much better since it comes at a time when tax rates
actuanal problem? Four features :n Business Insurance

The above amounts are subject to the plan's full are scheduled to decline A plan sponsor that has can gme you some answers
funding limitation and other special situation not filed its 1986 tax return and its 1986 Form 5500 Ask A Casualty Actuary, Ask A Beneht Actualy,
limitations, such as an overall limit on deductions is in the best position to take advantage of this new Ask A Benefit Manager and Ask A Risk Manager

answer written questions from readers on r:sk andwhen an employer sponsors both a defined benefit interpretation. If that plan sponsor were to follow benefits management issues and actuanal probZems
and a profit-sharing plan the above reading of the court decision, lt might This month's column, on actuartal

A couple of recent changes in the above rules are increase its pension contribution for 1986 (which issues :n the benefits field, ts written
worth noting One change concerns the can be made at any time before the sponsor files its  by William J Mmer, an actuary with

 The Wyatt Co in Chicago Richard Einterpretation of the phrase "past service or other 1986 federal income tax return), take a higher
supplementary pension credits" referenced in deduction for 1986 (when it is worth more due to the  Sherman. a principal with Coopers &

Lybrand in San Francisco, answers
clause (111) Most actuaries understood this phrase to higher income tax rates in effect during 1986) and actuanal quest:ons :n the casuaZty
mean certain bases prescribed by the Internal then reduce ltS contributions in future years when fteld Ralph F Pern, Jr,up and

7 dtrector of resk management at AmfacRevenue Service they are worth less
4 Inc in San Francisco, answers riskFor a plan coming into existence on or after Jan A recent change by the Tax Reform Act of 1986 I management questions And, Joseph

1, 1976, these bases included the unfunded actuarial may reduce the current year tax-deductible
Mr. Miner W Duva, director of employee

accrued liability at the plan's inception, and contributions for some plan sponsors and defer them benefits at AN:ed-Signal Inc in
subsequent changes in the unfunded actuarial to future years The Tax Reform Act added IRC Mornstown, NJ, answers benef:ts management
accrued liability due to changes in actuarial Section 263A The rules under this section are very questions

Mr Miner's and Mr Sherman's columns appearassumptions, methods or plan provisions complex and beyond the space allotted for this alternately on the first Monday of each month Mr
In general, the actuarial accrued liability is the column However, a thumbnail sketch of these rules Duva's and Mr Perry's columns appear alternately on

value of total benefits allocated to prior plan years follows the second Monday Of each month Mr Miner's next
under the particular actual·ial cost method (e g, IRC Section 263A provides for the capitalization column will appear in October

projected unit cost, entry age normal, individual Address your questions to ASK Business Insurance,of certain indirect production or resale costs that 740 N Rush St, Ch:cago, Ill 60611. Pleasegive us your ,level premium, etc) The unfunded actual'lal previously were deductible in the year incurred name, titte and employer, however, Bustness Insurance
will consider uns:gned letters x IM d

.



Massachsetts names Singer
as insurance commissioner

By MEG FLETCHER

BOSTON-A deputy has re-
placed Massachusetts' insurance
commissioner, who resigned last
month to protest Gov. Michael Du-
kakis' administration's new policy
of allowing some AIDS testing by
life insurers (BI, July 13)

Roger Singer, who has served as
the state's first deputy commis-
sioner for the past 21/2 years, re-
placed Commissioner Peter Hiam
effective July 16.

Mr. Singer is a graduate of Bos-
ton College Law School and the
University of Pennsylvania. He
lives in Watertown, Mass.

From 1983 to 1985, he worked as
an assistant secretary for banking
and insurance in the state's Execu-

tive Office of Consumer Affairs

and Business Regulation. Mr.
Singer also worked as an assistant
state's attorney and as an attorney
for the Federal Trade Commission.

In other states:

• Gretchen Babcock was

named Vermont's commissioner of

insurance and banking last month.
She has been with the depart-

ment for six years, most recently as
deputy commissioner of banking.
Ms. Babcock of Montpelier was
acting commissioner from No-
vember 1984 to February 1985 and
has served as the department's
general counsel.

She holds a bachelor's degree
from the University of Rochester
and became an attorney by passing
the bar examination following a
four-year clerkship.

Ms. Babcock said she will focus

on implementing legislation to en-
courage formation of captive in-
surance companies and to expand
the banking industry's role.

She replaces Thomas Menson,
who was named state secretary of
administration last month.

• Mary Jane Cleary was ap-
pointed director of insurance for
South Dakota effective July 6.

Ms. Cleary holds a law degree
from the University of South Da-
kota.

For the past three years, she has
served as the chief appeal referee
for the Unemployment Insurance
Division of the South Dakota De-

partment of Labor.
Ms. Cleary of Pierre, S.D., re-

places Susan L. Walker, who was
appointed executive director of
South Dakota's lottery.

Ms. Cleary said she is concerned
about the availability and afforda-
bility of liability insurance, which
prompted the state to self-insure
all of its liability risks.

• Joseph A. Edwards was ap-
pointed Maine's superintendent of
insurance until May 31, 1988.

Mr. Edwards will serve the re-

maining portion of Theodore
Briggs' four-year term.

Mr. Edwards, who lives in Au-
gusta, Maine, is the former presi-
dent of Avalon Computers Inc.

He is a graduate of Yale Univer-
sity Law School and the Massa-
chusetts Institute of Technology.

• Robert D. Haase was ap-
pointed Wisconsin's insurance
commissioner, replacing Thomas P.
Fox.

Mr. Haase also held the post
from 1965 to 1969.

Previously, Mr. Haase served as a
consultant to several insurers and

as an expert witness in cases in-
volving the interpretation of insur-
ance contracts. He also was a pro-
fessor at the University of
Wisconsin Graduate School of
Business.

He also served as a representa-
tive in the Wisconsin Assembly
fronn 1956 to 1966, where at vari-
ous times he served as majority
leader, speaker and minority

leader.
Mr. Haase received his law de-

gree from the University of Wis-
consin in 1951.

• Everett M. Brookhart was

named chief deputy insurance
commissioner for the California

Department of Insurance late last
month.

Mr. Brookhart has served as

chief of the department's consumer
affairs division since 1985.

"This appointment is particu-
larly significant in that it confirms
the administration's commitment

to consumer matters," said Insur-
ance Commissioner Roxani Gille-

spie in a written statement. She
praised Mr. Brookhart's "out-
standing" efforts and pointed out

this is the first time a governor has
appointed someone within the de-
partment to this level.

Mr. Brookhart joined the depart-
ment in 1984 as chief of the rate

regulation bureau.
Prior to that, he was a division

manager and a commercial lines
manager for Industrial Indemnity
Co. of San Francisco. He also was

employed as a commercial lines
manager and a liability un-
derwriter for SAFECO Insurance

Cos. in Seattle.

Mr. Brookhart, a resident of

Chatsworth, is a graduate of Cali-
fornia State University at Long
Beach. He is a member of the So-

ciety of Chartered Property & Ca-
sualty Underwriters. I
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G. L. HODSON & SON, INC.
REINSURANCE INTERMEDIARIES

Founded in 1924

New Hyde Park, NY
516-365-9000

New York, NY

212-619-7808

Atlanta, GA
404-256-9666

Los Angeles, CA
213-487-2910

St. Paul, MN

612-224-2447

MODEL «no·del), n.,
A thing that represents on a
small scale the structure or

qualities of somethi ng greater.
Oxford English Dictionary
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Some organizations would like to be
known as -model" managed health
care companies.

But not us.

Founded in 1982. CAPP CARE is an original.
From the beginning, we've been atthe fore-
front of managed health care services.

CAPP CARE's utilization management pro-
gram has the most sophisticated, computer-
ized utilization review system in current
operation. Sophisticated, but not compli-
cated . . .straightforward costcontainment.

And few Preferred Provider Organizations

can match CAPP CARE's for stope: more than
32,000 physicians and 300 hospitals located
in 72 markets in 17 states. And that is just the
beginning.

Our participating insurance carriers, third
party administrators. self-insured employers
and Thft-Hartley trusts represent more than
$4.5 Billion in annual group health insurance
business throughout all SO states. Building
PPO networks to meet their needs is our goal.

Why buy a model when you can have an
original? Why settle for less?

CAPP CARE Good Medicine IS Good Business

f»«9 Participating Carriers: Allstate.* American Community Mutual. American United Life.* Farmland, Home Life,' John Alden.
Z-/ Nationwide ' Northbrook, Pacific Mutual.* Paul Revere. Provident Mutual.* UNUM. Wausau Life 'Shareholder

For more information write CAPP CARE • Division B • P.O. Box 8110 • Fountain Valley. CA 92728-8110
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Call:
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Retirement benefits survey

Defined benefit plan top choice
By ALISON KITTRELL

Defined benefit pension plans
are still the main means of provid-
ing for salaried employees' retire-
ment income, but thrift, savings
and profit-sharing plans also con-
tribute to that goal, according to a
survey of 50 Fortune 100 com-
panies.

"A Survey of Retirement, Thrift
and Profit-Sharing Plans Covering
Salaried Employees of 50 Large
U.S. Industrial Companies as of
Jan. 1, 1987," conducted by The
Wyatt Co., examines the retirement
benefit plans for salaried employ-
ees at major U.S. companies
ranked among the top 55 in sales
by Fortune magazine. The survey

'Defined benefit plans are the main source of
retirement income and, at these companies, they

probably will remain so for the foreseeable future,'
says Wyatt's Mr. Schieber. 'Pension policies in
companies like these tend to be fairly constant.'

looks in-depth at pension plans,
and also at other savings and
profit-sharing plans that may pro-
vide income for retirement (see

story, page 30).
"Defined benefit plans are the

main source of retirement income

and, at these companies, they
probably will remain so for the

Claims Department
10: RE: High Cost of Lawsuits

When lawsuits get out of hand, everybody loses.

Even the best managed claims departments can
and do become embroiled in endless litigation that
wastes time, money and business energy. Often
over the smallest of disputes.

There is an alternative.

Across the country large corporations, major
insurance companies, small businesses, leading law
firms and individuals are resolving disputes before

For inFormation contact

William MacQueen, Vice President
National Administrative Offices

1608 Walnut Street

Philadelphia, PA 19103-5406

1-800-631-9900

foreseeable future," says Sylvester
J. Schieber, director of Wyatt's Re-
search & Information Center in

Washington, D.C.
"Pension policies in companies

like these tend to be fairly constant
over time," he adds.

The survey shows that pension
plans at 33 of the 50 companies

they become litigation nightmares Theyare turning
to JUDICATE, the National Private Court System.

JUDICATE helps manage legal costs by providing
predictable, speedy and cost efficient dispute end-
ing services. Arbitrations and mediations are con-
ducted by a growing panel of over 300 former state
and federal judges throughout the United States.

Think about what litigation costs you.·Then consider
the proven alternative, jUDICATE.

\1 JUDICATE
THE NATIONAL PRIVATE COURT SYSTEM

surveyed replace between 60% and
69% of final pay for employees
currently retiring at age 65 with 35
years of service, when Social Secu-
rity benefits are included.

Two plans replace 50% to 54% of
final pay, five plans replace 55% to
59% of final pay, nine plans re-
place 70% to 74% of pay and one
plan replaces 75% to 79% of pay for
these current retirees, including
Social Security benefits.

The income replacement levels
are much lower for employees with
fewer years of service. For a 65-
year-old retiree with 15 years of
service, 30 plans replace 40% to

44% of final pay, 10 plans replace
35% to 39% of final pay, eight
plans replace 45% to 49%, one plan
replaces 50% to 54% and one plan

replaces 65% to 69% of final pay,
when Social Security benefits are
included.

Looking ahead to the year 2022,

the survey projects that 13 plans
will replace 65% to 69% of final
pay for a worker retiring at age 65

with 35 years of service. Twelve
plans will replace 55% to 59% of
final pay, 12 plans will replace 60%
to 64% of pay, three plans each will
replace 45% to 49%, 50% to 54%

and 70% to 74%, two plans will re-
place 40% to 44% and one plan

each will replace 30% to 34% and
35% to 39%.

At all 50 companies surveyed,
pension benefits are linked in some
way to the employee'ss pay, but 32
plans use more than one formula
for determining the benefit. For
example, at Kraft Inc. of Glenview,

Ill., one of the companies surveyed,
the final benefit is the greater of:
1.667% of final average pay minus
1.667% of Social Security benefits,

all multiplied by credited service
up to 30 years, plus 0.5% of final
average pay times credited service
in excess of 30 years; or $144 mul-
tiplied by credited service. To de-

termine final average pay, Kraft
takes the highest five of the last 10
years.

Forty-six of the plans surveyed
have at least one benefit formula

tied to final average pay. Twenty-
five of those use a five-year aver-

age, 19 use a three-year average,
one uses a 10-year average and one

uses a four-year average. The other
four companies use a formula
based on career-average pay.

Most of the plans pay benefits
for life only for single retirees, but
provide a reduced benefit for sur-
viving spouse or, in a few cases,

other designated surviving depen-
dents.

And, all but six of the plans inte-
grate the retirement benefit paid
by their pension plan with a re-

tiree's Social Security benefit.
THere is more diversity on the

issue of employee contributions to
the pension plan. Thirty-nine of
the plans do not allow employee
contributions, but 10 plans require
employee contributions for full
participation in the benefits. The
remaining company allows volun-
tary employee contributions.

The most popular vesting sched-
ule is full vesting after 10 years,
used by 40 of the 50 plans, and five
more use 10-year vesting in combi-
nation with some other schedule.

Four plans allow gradual vesting
beginning prior to 10 years of ser-

vice, and in the remaining plan-at
ITT Corp. of New York-partici-
pants are fully vested after five
years of service.

Most of the plans allow for early
retirement, at least under some

conditions. For example, 47 of the
50 plans allow payment of full
pension benefits, at least under
some conditions, f6r employees
who retire at age 62. The remaining
three plans allow retirement at age

Continued on next pagE
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Continued from previous page
62, but with reduced benefits.

All the plans also allow employ-
ees to receive some pension benefit
if they choose to retire at age 60,
and half the plans-25-allow
unreduced benefits under certain

conditions for these retirees.

And, 47 of the plans allow em-
ployees who retire at age 55 to re-
ceive some benefit; 10 of those will
pay unreduced benefits, at least
under certain conditions. The re-
maining three companies usually
offer no benefits to employees who
retire at age 55.

Twenty-one plans offer early re-
tirees some sort of supplemental
program designed to offset the fact
that they cannot collect Social Se-
curity benefits until they are at
least 62 years old.

Some of these supplements are
simple: Several companies simply
defer any Social Security offset
provision of the retirement plan
until the retiree reaches age 62,
and others will pay the amount
needed to bring the annual benefit

'This year there have
been quite a number
of early retirement

windows,' comments
Mr. Schieber.

to a minimum level.

Some are more complicated:
Exxon Corp. of New York pays the
greater of: 1.5% of Social Security
multiplied by'credited service up
to 33.333 years, reduced 596 per
year prior to age 60 and using the
Social Security benefit payable at
age 62; or $ 1,500 for retirement at
age 55, plus $60 for each additional
year of age at retirement up to
$1,800 at age 60 or over.

These benefits cover employees
who choose to retire early. How-
ever, 16 of the companies reported
that during 1986 they had offered
an early retirement window-a
chance for employees to retire
early with better benefits than they
ordinarily would have.

"One thing we noted this year is
that there have been quite a num-
ber of early retirement windows,"
commented Mr. Schieber.

Thirty companies said they had
offered an early retirement win-
dow some time during the past 10
years, and half of those, or 15, said
they offered them more than once.

Such windows generally are used
by employers to cut their work-
forces without layoffs or with re-
duced layoffs. Most companies ei-
ther credited employees who took
the offer with increased service or

did away with reductions in the
usual early retirement benefits.
' The majority of ·companies sur-

veyed give employees credit for
time they work past the normal re-
tirement age of 65. Only 15 plans
freeze benefits at 65, providing no
additional benefit for employees
who choose to work past that age.

Twenty-six plans base retire-
ment benefits on pay and service at
actual retirement, even for em-
ployees who choose to retire later

At age 55

Chart: Amy Palmer

than normal. And, two plans con-
tinue to credit an employee's earn-
ings after 65 for purposes of deter-
mining a retirement benefit, but do
not give the employee any addi-
tional credit for service.

Continued on nezt page
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on Insurance Exchanges in-
cluding Lloyd's, Illinois, New
York and Miami.
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B/M BASICS: IRI
Industrial Risk Insurers Introduces a New Property Insurance Program
which has been market tested in the United States for the past several months and is
now available on an international basis. The new program allows a single property
insurer-IRI-to be totally responsible for a Combined Fire-DIC-Boiler/Machinery
package. Whether you are a producer or insured, the advantage is one policy, and one
deductible, which automatically avoids anyjoint loss disagreements that might dis-
rupt claim handling activities.

With the New Single Source Property hogram, all account negotiations are held
with one IRI underwriter, who uses one list oflocations, one set of property values,
and one copy of loss prevention information in a one-on-one relationship with the
producer. This unified approach should help save time, money and effort for pro-
ducers and insureds when putting together property insurance packages either in
the United States or around the world.

During the Past 20 Years, IRI Has Written B/M Insurance which it has ceded to
its Boiler/Machinery-writing Member Companies. However, withthe adventofthe
comprehensive All-Risk policy a few years ago, IRI was encouraged to offer the cap&-
bilitiY ofbetter covering allperils ofphysical damage inorder tobe acomplete mar-
ket for producers and their clients. Since IRI will continue to cede B/M coverages to
its Member Companies, the new property program does not replace the ceded
arrangement, but adds another option which will be of value to produaers, insureds
and prospects.

To Assist Insurance Professionals who
may be unfamiliar with or are seeking a
refresher course on the Boiler/Machinery
market, IRI has prepared a 15-minute
presentation titled «Introduction to Boiler/
Machinery Objects: The presentation, avail-
able in either 35mm carrousel-ty•Pe slide
tray with audiotape or in 16" VHS-format
videotape, ca.n be arranged through your
servicing IRI office. Or, for additional
information, contact Mrs. R A. Sasso, IRI,
85 Woodland Street, Hartford, CT 06102
(203) 520-7412.

ndustrial
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nsurers

66,000 properties
insured worldwide



Defined contribution plans gain popularity
By ALISON KITTRELL 1

Thrift, savings and profit-sharing plans-especially those
with a 401(k) option-have become popular means of provid-
ing supplementary retirement income for salaried employees,
according to a recent survey of Fortune 100 companies.

"A Survey of Retirement, Thrift and Profit-Sharing Plans
Covering Salaried Employees at 50 Large U.S. Industrial
Companies as of January 1, 1987," by The Wyatt Co., exam-
ines sources of retirement income at 50 of the top U.S. indus-
trial companies as identified by Fortune magazine.

Defined benefit plans remain the major source of retire-
ment income at these companies (see story, page 28).

But, the survey authors say, "All but one of the companies
surveyed offer plans that can be considered complementary
to the benefits provided by their pension plans, such as sup-
plemental pension plans or capital accumulation plans."

Many of those plans incorporate a 401(k) tax-deferred sav-
ings option. Sylvester J. Schieber, director of Wyatt's Re-
search & Information Center in Washington, D.C., notes that
over the last several years there has been a "fairly rapid
adoption of 401(k) plans."

For 94% of the companies-47 companies-the supplemen-
tal plan includes a 401(k) option. Thirty-two of the com-
panies offer a thrift or savings plan with a 401(k) op-
tion, meaning that employees can defer part of their salary on
a pretax basis into a plan that includes an employer match.

In addition, 10 companies offer a 401(k) plan separate from
any thrift or savings plan, and five offer a profit-sharing plan
with a 401(k) option.

Thirty-six of the companies surveyed provided information
about the level of employee participation in their 401(k)
plans. Among the lower-paid two-thirds of employees at
those companies, participation levels ranged from 15% to
91%, and averaged 50% overall.

Among employees in the upper one-third in terms of salary
at these 36 companies, participation rates ranged from 41%
to 97% and averaged 73%.

And, 35 of the companies provided the earnings break

Over the last several years there has
been a 'fairly rapid adoption of 401(k)
plans,' notes Sylvester J. Schieber,

director of Wyatt's Research &
Information Center in Washington, D.C.

point that separates the higher-paid one-third from the
lower-paid two-thirds. These separation points ranged from
$28,000 to $47,300, with an average of $37,830.

Mr. Schieber predicts that the Tax Reform Act of 1986,
with its tighter restrictions on 401(k) plans, will affect the
level of participation and the earnings break point in those
plans, as well as other elements of the 401(k) plan picture.

"In certain regards, we're just on the threshold of interest-
ing times-interesting in terms of change" because of the Tax
Reform Act, he says.

The most common form of defined contribution plan is the
thrift or savings plan, and the survey takes an in-depth look
at 42 thrift,'savings plans.

Twenty-five of the plans have thrift or savings funds in
which the employer matches employee contributions up to
6% of the employee's salary, and an additional 13 employers
will match contributions above 6%.

In the thrift and savings plans of the companies surveyed,
the most common matching rates paid by employers are 50%
or 100%, and the most common employer maximum contri-
bution is 3% to 4% of pay.

In addition to the employee contributions that are matched
by the employer, 37 of the companies surveyed allow addi-
tional employee contributions above the level of the employer
match. Th€ most common maximum for employee contribu-
tions is 10% of pay, set by 23 plans.

Most of the thrift and savings plans have relatively short
eligibility requirements. In fact, eight cf the companies allow

The nation's

leading supplier
of drugs, medical supplies, DME and TENS

to the long-term
Workers' Compensation

claimant.

PHARMACY MANAGEMENT SERVICES, INC.
4224 Henderson Boulevard Il P.O. Box 320178

Tampa, Florida 33679
1-800-237-7676 (Continental U.S.A) Il 1-800-282-7676 (Florida only)

Serving The Insurance Industry Since 1976

immediate participation in the plan.
Twenty-five companies allow participation at any age after

one year of service. Four companies allow participation at
any age after six months of service, and one company allows
participation at any age after three years of service.

Two companies allow participation at age 18 after one year

of service, one company allows participation at age 21 after
six months of service, and one company allows participation
at age 21 after one year of service.

Of course, employees are vested immediately in their own
contributions to the thrift and savings plans. Six of the com-
panies allow or full and immediate vesting of employer con-
tributions, and the rest use a variety of other vesting sched-
ules.

All the companies offer more than one investment option
for the employee contribution. However, 23 of the plans
allow only one investment option for the company's contri-
bution. And, for 22 of those plans, that one investment option
is a company stock fund.

Nine of the 50 companies surveyed offer a profit-sharing
plan in addition to their defeined benefit plan, and seven of
those companies allow employee contributions.

Finally, 27 companies offer supplemental executive retire-
ment plans for their top management employees.

The survey authors explain, "Such plans do not enjoy the
same tax-favored status as qualified plans because they are
generally available only to executives."

These supplemental plans achieve their purpose-adding to
the retirement income of top executives-in a variety of
ways. For example, one plan provides a minimum pension
regardless of the length of the retiring executive's career.
And, 12 of the 27 plans pay benefits according to a more
generous formula than that of the qualified pension plan.

Almost all-23 of the 27 plans-base the benefits they pay
on regular salary plus bonus or incentive pay-which, in the
case of executives, can represent a substantial part of the
employee's income.

And, seven of the plans provide special incentives for exec-
utives to retire early. ,

Defined benefit plan survey
Continued from previous page

Four plans provide the actuarial equivalent of usual retirement, to
take into account the fact that the benefit is likely to be paid for a
shorter period of time.

And, the remaining three plans use some combination of these ap-
proaches for figuring late retirement benefits.

Forty-three of the companies had increased benefits paid to retirees
during the past 10 years, and 23 of those companies granted three or more
increases during that period.

The greatest incidence of benefit increases occurred during years with
high inflation: Increases were granted by 22 plans in 1981, 20 plans in
1979 and 19 plans in 1980.

Comparatively fewer companies granted increases in years with lower
inflation: Twelve in 1977, 14 in 1978, 10 in 1982, three in 1983, seven in
1984, 14 in 1985 and four in 1986.

Free copies Of the survey, "A Survey of Retirement, Thrift and Profit-
Sharing Plans Covering Salaried Employees Of 50 Large US. Industrial
Companies as Of January 1, 1987," are available at any Wyatt Co. office or
from the Research & Information Center, 150 M St. N.W., Suite 400, Wash-
ington, D.C. 20036; 202-887-4600.

The time
is now

Now, more than ever, you
need a micro software system
that helps you handle defined
contribution plans expertly

Now, you've got it!
Autofax/MPR is an allocation

software package that gives
you total control.

It's cost-effective, easy to
use, current with the laws,
written and supported by
employee benefit specialists.

AUTOFAX DIVISION
4822 Albemarle Road

Charlotte, NC 28205
(704) 568-5180

-

Autofax/MPR features include:
· plan proposal design
· 401(k) anti-discrimination

and top-heavy testing
· participant eligibility
· a variety of formulas for

contributions, forfeitures,
and earnings.
Let us tell you about this

system that's available now
to trust departments, plan
administrators and sponsors.
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Risk managers' roles expanding: Survey
By ALISON KITTRELL panies surveyed, the percentage of rity in 1986, up from 11% in 1985 with $2 billion to $4 billion in companies, the number of risk

risk managers directly involved in But, only 25% had supervisory re- sales, the number with direct re- managers with direct responsibil-
Risk managers increasingly are benefits administration fell For sponsibility in 1986, compared sponsibility fell to 5% in 1986 from ity for risk financing dropped to

branching out from their tradi- example, no risk managers at com- with 51% a year earlier 9% in 1985, and the number with 62% in 1986 from 74% in 1985, and
tional responsibilities-like risk pames with $4 billion to $7 billion At companies with $201 million supervisory responsibility also fell those with supervisory roles rose
financing-into new areas like se- in sales had direct benefits admin- to $500 million in sales, the per- Only 9% of risk managers at only to 18% in 1986 from 14% a
curity, benefits administration and istration responsibility in 1986, al- centage with direct responsibility companies with $4 billion to $7 year earlier
loss control, according to a recent though 18% had such duties in for security rose to 16% from 14%, billion in sales reported direct re- Similar declines in the percent-
survey 1985 Twenty-one percent said but the number with advisory roles sponsibility for security in 1986, age of risk managers with direct

And, that is representative of the they had advisory responsibility in dropped to 33% from 49% compared with 15% in 1985 And, risk financing responsibility are
evolution of the risk management 1986, compared with 20% in 1985 Similar trends were seen among supervisory responsibility dropped seen in every sales category
profession, according to the au- At the largest companies sur- companies in the next two sales to 23% from 37% The survey authors agree that
thors of the fifth annual Logic As- veyed-those with more than $7 levels At those with $501 million At companies with more than $7 part of the reason may be the in-
sociates "Risk Management Salary billion in annual sales-the per- to $1 billion in sales, 13% of risk billion in sales, no risk managers crease in respondents this year,
Survey " cent of risk managers with direct managers had direct security re- had direct responsibility for secu- and that more of the responses

Corporate executives no longer responsibility for benefits admin- sponsibility in 1986, compared rity in 1986, 8% had had such a came from smaller cities
"look at a risk manager as an 1ndi- istration dropped to 8% in 1986 with 8% in 1985 role in 1985 And, only 25% had an Especially in the area of risk fin-

vidual who only purchases insur- from 10% in 1985 At companies with $1 billion to advisory responsibility in 1986, ancing, they note, smaller com-
ance He is an integral part of the However, more risk managers $2 billion in sales, the number with compared with 68% in 1985 panies or those in smaller cities

corporation," explains Bill Perry, a overall in this category were in- direct responsibility for security Contrasting the general branch- may delegate risk financing to a fi-
partner at Logic and one of the co- volved in benefits administration, rose slightly, to 12% in 1986 from ing out of risk managers into such nancial officer of the company
authors of the survey with those having advisory respon- 11% However, the number report- "non-traditional" fields, the sur- Mr Meyers explains that, be-

"The more the risk manager gets sibility increasing to 27% in 1986 ing an advisory role fell sharply m vey shows that fewer risk manag- cause of the recent hard commer-
involved, the happier the corpora- from 10% a year earlier companies in both sales categories ers are involved in the more tradi- cial insurance market, "risk fin-
tion is He lS becoming more of a Mr Meyers says this growing The larger companies reported a tional areas of risk financing and ancing is really a fin a n ci a 1
corporate officer," he says area of responsibility for risk man- drop in risk managers with respon- negotiating placement of coverage function of late "

"Risk management is no longer agers is proof that "we're finding sibility for security At companies For example, at the smallest Continued on next page

looked at as strictly an insurance that the umbrella of risk manage-
function-it is a financial func- ment is getting larger and larger,
tion," agrees Richard Meyers, an- and benefits is an area where that
other Logic partner and the other umbrella is increasing "
co-author of the survey "You Other areas in which risk man-

really get to understand the mech- agers are assuming more responsi-
anism of the entire company " bility include safety and fire loss ANNOUNCING

And, as a result, he says, "It is control engineering and security
my perception that by the Some 51% of the risk managers THE FIRST ANNUAL
1990s, risk management will be a at companies with less than $200
very viable training ground to be- million in sales had direct respon-
come a chief operating officer " sibility for safety and fire loss con-

The Logic Associates survey ex- trol in 1986, compared with only William H. Brownyard
amines the responses of 1,302 risk 33% in 1985
managers nationwide, grouping The trend toward more hands-on

them according to the annual sales responsibility for fire loss control
of the risk manager's company and safety continued at companies

Award of
According to this year's study, with $201 million to $500 million

risk managers-especially those at in sales Some 48% of the risk man-
smaller companies-are taking agers had direct responsibility for Meritorious Service
greater responsibility for employee these functions, while 48% also had
benefits administration advisory responsibility for loss RECOGNIZING OUTSTANDING

At the smallest companies sur- control in 1986 In 1985, 28% re- PERFORMANCE BY A MEMBER OF THE
veyed-those with less than $200 ported direct responsibility and
million in annual sales-the per- 58% acting in a supervisory role

SECURITY GUARD INDUSTRY

cent of risk managers with direct, At companies with $501 million
hands-on responsibility for bene- to $1 billion in sales, the percent-
fits administration jumped to 41% age of risk managers directing fire You can participate
in 1986 from 17% in 1985 And, loss control and safety rose to 38%

correspondingly, the percentage of in 1986 from 29% in 1985, while Between now and September 15, those in
risk managers at these companies the percentage with advisory the Security Guard and Insurance Industries,
that had supervisory or advisory duties dropped to 32% in 1986 from are invited to submit the names of security
responsibility for benefits admin- 57% a year earlier guard agency employees who have per-
istration fell to about 23% in 1986 In 1986, 35% of the risk manag-
from 49% in 1985 ers in the $1 billion to $2 billion

formed "above and beyond" the call of duty

The remainder of the risk man- range had direct responsibility for
or who have made critical suggestions to

agers had no responsibility for fire loss control, up from 27% in promote safety and security
benefits administration 1985 But, the number with advi-

The percentage of risk managers sory responsibility fell to 45% in A distinguished panel
at companies with $201 million to 1986 from 58% in 1985 Distinguished executives and journalists
$500 million in annual sales with The increase in direct responsi-
direct responsibility for benefits bility and corresponding drop in

from the security and insurance Industries

administration also increased to supervisory duties continued at
will review these submissions and select a

29% in 1986 from 18% in 1985 The companies with $2 billion to $4 security guard who, in his career, has made
percent with supervisory responsi- billion in sales 26% of these risk the most impressive contribution
bility dropped to 26% in 1986, managers had direct responsibility
compared with 35% a year earlier in 1986, compared with 21% in The awards William H Brownyard, founder of the

The trend toward risk manager 1985, while those with an advi- W H Brownyard Corporation

involvement in benefits adminis- sory role fell to 52% in 1986 from The employee who Is honored will receive a

tration was less dramatic, though 69% in 1985 handsome engraved plague and a $1,000 U S Savings Bond The firm
still significant, at the companies However, at companies with $4 that employs him will receive a similar plague, and a substantial
in the next two sales categories billion to $7 billion in sales, the donation will be given, in that firm's name, to the Amencan Society for
$501 million to $1 billion and $1 percentage of risk managers with Industrial Security (ASIS) Foundation at Its annual dinner during the
billion to $2 billion direct loss control responsibility convention in September The broker or agent providing the firm's

In the former category, the per- dropped to 25% in 1986 from 42%
centage of risk managers with di- in 1985 And, the number with ad- insurance also will be recognized

rect responsibility for employee visory responsibility rose to only
benefits rose to 20% in 1986 from 55% from 51% Why the awards?
12% in 1985 About 26% reported At companies with more than $7 The Brownyard Group is aware of countless contributions made by
such responsibility in 1986, com- million in sales, the percentage of security guards that have saved lives and property and have reduced
pared with 28% a year earlier risk managers with direct loss- insurance claims Having provided insurance exclusively for the security

And, at companies with $ 1 control responsibility rose slightly
billion to $2 billion in sales, 14% of to 17% in 1986 from 15% in 1985 guard Industry for over a quarter century, we feel uniquely qualified to
risk managers reported direct re- But, the percentage with advisory offer this recognition
sponsibility for benefits adminis- responsibility fell to 42% in 1986

All letters describing the actions of security guards must contain the name of the
tration, up from 12% in 1985, while from 73% in 1985

indmdual, the security guard agency for which he worked, as well as dates
those with advisory responsibility More risk managers seemed to
fell slightly to 20% from 21%

They should be forwarded to the attention of Bryan Brownyard
have direct responsibility for secu-

The percentage of risk managers rity, according to the latest survey,
with direct benefits administration especially at smaller companies
responsibility more than doubled But, a drop m the number with an
at companies with $2 billion to $4 advisory role often resulted in

THE BROWNYARD GROUP
billion in sales, to 9% in 1986 from fewer risk managers involved in \ W. H. BROWNYARD CORPORATION

4% in 1985 Nineteen percent of security activities overall \ BROWNYARD BROTHERS INC.

risk managers in this category said For example, 14% of risk manag- BROWNGUARD ASSOCIATION

their role was advisory in 1986, ers at companies with less than 20 Fourth Avenue, Bay Shore, NY 11706/(516) 666-5050 (800) 645-5820
compared with 28% m 1985 $200 million in sales reported hav-

However, at the larger com- ing direct responsibility for secu-
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Responsibilities Risk managers areas of responsibility
Continued from preutous page (By company sales In millions of dollars)

Direct responsibility for risk fin-
ancing was reported by 67% of the 0- $200- $500- $1,000- $2,000- $4,000- More than

Why ate these men risk managers at companies with
$200 $500 $1,000 52.000 $4,000 $7,000 $7,000

sales of $201 million to $500 mil- 62%

Risk financing

smling?
lion in 1986, compared with 75% in */2/2/:l 82% 46%

1985 And, 19% played a supervi-
Negotiation of 83% / 879/ 74*' 77% 72% 74% 51%/sory role in 1986, compared with

11% a year earlier coverage placement //k /40% / 8% /13% /14% /4% /42%
At companies with $501 million 67'1 689 573,/ 45'/ 439 38' 34'g/

to $1 billion in sales, 64% of the Claims handling 20% 28% ,/29% 37% 48% »8% 32%
risk managers had direct responsi-
bility for risk financing, a drop Safety/fire loss 51% 48% 38* 359/ 26/ 2535/ 1795/
from 80% in 1985, but the number engineering 35% /48% /32% 45% 52% 65% 42%
having advisory responsibility re- 14* 16*' 13*' 12%/ 55j/ 91/ 0%/mained stable at 12% Security /25% /33% /35% /31% ,/29% 53% /25%J Some 68% of risk managers at

r
41*' 29%/ 203/ 14% 93/ 0%/ 8%companies with $1 billion to $2

Benefits administrationbillion in sales had direct risk fin- /23% ,/26% ,/26% ,/0% /19% ,/1¤56 /'27%
ancing responsibility in 1986, com-

pared with 74% in 1985 Only 10% Pension/profit sharing 189// 22.5/ 13,/ 14% 796/ 2% 0%
\ had advisory responsibility, down administration  4% 20% 10% 1%  9%.596 17%

from 16% in 1985

At companies with $2 billion to Source Logic Associates
Direct, hands-on /

responsibility /

 Supersoty/advisory
$4 billion in sales, 66% of the risk  responsibility Chart Amy Palmer

. 4 .4 managers had direct responsibility

// for risk financing in 1986, down
from 80% in 1985, while those with The percentage of risk managers sales had direct responsibility for
supervisory responsibility dipped with direct responsibility for cov- claims handling But, only 29% had

Bil Rosenfeld, President, Canon Insurance Service to 12% from 14% erage negotiations dropped to 77% advisory responsibility in 1986,
Ron Young, Executive Vice Presiden, Some 82% of the risk managers from 88% at companies with $1 down from 40% a year earlier

Kelter Thorner Inc. of Southern California, Coss >les:, CA at companies with $4 billion to $7 billion to $2 billion in sales, but At companies with $ 1 billion to

Securing coverage for hard-to·place lines is no laushmg mate: But billion in sales had direct risk fin- those with advisory responsibility $2 billion in sales, direct involve-

ancing responsibility in 1986, roseto 13% from 8% ment in claims handling dropped
Canon Insurance Service gives Ron Young sometting to smi.e about. down from 93% in 1985, though the At companies in the $2 billion to to 45% in 1986 from 51% in 1985,
As the underwater underwriters forscuba equipment ani thearving percentage with advisory responsi- $4 billion category, 72% had direct and those with advisory responsi-

bility doubled to 10% from 5% in responsibility for negotiating cov- bilities fell to 37% from 44%industry, Canon helps Ron breathe easy When the waer ge:s -00 hot,
1985 erage in 1986, down from 89% in Direct responsibility for claims-

brokerscallon Canon Tanningsalons? Canon see. they don'Int burned. At the largest companies-those 1985 But, twice as many had an handling also declined-to 43% in
Gyms? No sweat. Fitness facilities? Canon goes the dIKEnce. Canon can with more than $7 billion in sales advisory position 14% in 1986, 1986 from 46% in 1985-at com-

-the number of risk managers compared with 7% in 1985 panies with $2 billion to $4 billionkeep your head above water, too. Canon: the placzment prcfe,sionals.
with direct responsibility for risk In 1986, 74% of risk managers at in sales And, supervisory respon-

r.anon
financing plummeted to 46% from companies with $4 billion to $7 sibility dipped to 48% from 50%
80% in 1985 And, the number in an billion in sales negotiated cover- At companies with $4 billion to
advisory role fell to 10% from 15% age, down from 91% in 1985 But, $7 billion in sales, supervisory re-

04 Insurance Service
The percentage of risk managers 13% supervised, up from 7% sponsibility for claims-handling

9171 Wilshire Boulevard, Suite 509, Beverly H Is,CA 9021) with direct responsibilities for ne- And, at the largest companies, increased to 48% in 1986 from 419
213.859·8600 Fax: 213·278·3617 · Telex: 67 36 6 gotiating placement of insurance 51% of the risk managers placed in 1985 But, direct responsibility

coverages also fell at most com- coverage, down from 85% in 1985 declined sharply, to 38% from 58%
panies The only exception was at The number with an advisory role And, at companies with more
companies with less than $200 mil- fell to 12% from 13% than $7 billion in sales, direct re-

hon in sales, where 83% of the risk Risk managers' direct involve- sponsibility for claims handling
managers had such direct nego- ment in claims-handling increased nosedived to 34% from 63% in
tiating responsibility in 1986 and at the smaller companies and de- 1985, and advisory responsibility
in 1985 However, the percentage creased at the larger ones fell to 32% from 63%

with an advisory responsibility for At the smallest companies sur- Finally, no clear pattern emerges
this function declined to 9% last veyed, 67% of the risk managers from the survey concerning the in-

Developing a
year from 13% in 1985 had claims-handling responsibility volvement of risk managers in pen-

At companies with $201 million in 1986, up from 61% in 1985 An sion and profit-sharing adminis-
to $500 million in sales, 87% of risk additional 20% had supervisory tration Involvement is down at the
managers had direct responsibility role, down from 21% in 1985 smallest companies and at the
for negotiating coverage in 1986,

Professional
At companies with $201 million companies in the two largest sales

down from 93% in 1985 But, 10% to $501 million in sales, 68% of risk categories, while responsibility for
had an advisory role, up from 4% managers handled claims in 1986, these duties are up in other sales

About three-fourths of the risk up from 51% in 1985, though only categories

Image
managers at companies with $501 28% had an advisory role, down At companies with less than $200
million to $1 billion in sales nego- from 44% in 1985 million in sales, direct involvement

-   r--- tiated coverage in 1986, down from In both 1986 and 1985, 57% of in pension and profit-sharing ad-
87% in 1985 And, 8% hadsupervi- the risk managers at companies ministration fell to 18% in 198£
sory role, down from 10% in 1985 with $501 million to $1 billion in Continued on next page
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- Captives still popular: Survey

"CEBS is the highest mark T Clt By ALISON KITTRELL Eighteen percent of the risk managers at companies

of professionalism in the with $201 million to $500 million in annual sales had a

Risk managers continue to be involved in captive captive under their wing in 1986, up from 13% m 1985

employee benefits field. management, as their companies continue to look to And, these companies owned an average of 1 4 captives
Z captives as a way to insure tough risks in a tight com- each in 1986, up from 13a year earlier

mercial insurance market, according to the co-author At the largest companies surveyed-those with more

r«l. of a recent survey of risk managers than $7 billion in sales-64% owned a captive in 1986,
The Certified Employee Benefit Specialist 4% The slogan of companies looking for insurance in a up from 58% in 1985 Those companies owned an aver-
(CEBS) designation is awarded to inch- hard market lS "fund it any way you can," says Ri- age of 1 5 captives each in 1986, down from 1 6 1n
viduals who successfully complete a se-

I8 - chard Meyers, co-author of the fifth annual "Risk 1985
ries of ten college level courses and Management Salary Survey" by Logic Associates and a Captive involvement declined at companies in the
examinations covering the design and / partner at New York-based Logic remaining three sales categories, however
operation of employee benefit plans 9

45-;
And, Mr Meyers and Richard Perry, another partner Only 33% of the risk managers at companies with $4

The CEBS prcgram is cosponsored at Logic and the survey's other author, say that captive bill to $7 billion in sales said their company owned a
by the International Foundation of insurers still are a viable risk funding alternative, de- captive in 1986, down from 55% in 1985 And, the aver-
Employee Benefit Plans and the / spite recent tax changes that take away some of the tax age number of captives owned by each company also
Wharton School of the Univer- advantages of offshore captive insurers fell, to 1 3 m 1986 from 1 7 in 1985
sityof Pennsylvania -4 "There are still benefits there that have not been At companies with $500 million to $1 billion in an-

- 1/4*.
E lf* stripped away," by tax law changes, Mr Meyers says nual sales, the percentage of risk managers reporting

For example, the number of companies reporting involvement with captives fell to 18% from 22% in
E='En that they owned a captive almost doubled among com- 1985 But, the average number of captives per com-1 E F -2

panies with $2 billion to $4 billion in annual sales pany increased to 13 in 1986 from 1la year earlier

Polaroid Corporation
Fifty-one percent of these companies had a captive in And, the percentage ot risk managers reporting cap-
1986, compared with 26% in 1985 tive ownership was more than cut in half at the smal-

However, the average number of captives owned by lest companies surveyed Five percent of the com-
companies in this category declined slightly In 1986, panies with less than $200 million in annual sales
the companies had an average of 12 captives each, owned a captive in 1986, according to their risk man-
down from 1 3 in 1985 agers, a decline from 13% in 1985

Captive involvement also was up at companies with But, those that owned captives went at it in a big

For more information, contact the CEBS Departmelit, nternato-el $1 billion to $2 billion in sales, where the number of way The average number of captives per compam
Foundation, P O Box 69, Brookfield, WI 53008-0069, <414) 7866700 companies that owned at least one captive grew to 34% was 1 6 in 1986, the highest of any sales category in the

in 1986 from 26% in 1985 The companies owned an survey, and a giant leap from the average of 1 0
average of 1 2 captives each, down from 1 3 in 1985 reported in 1985 .



Continued from previous page
from 28% in 1985, and indirect involvement fell to 4% from 29%.

At companies with $4 billion to $7 billion in sales, direct handling
of pension and profit-sharing administration decreased to 2% in 1986
from 12% in 1985, and supervisory involvement was down to 5% from 6%.

And, at the companies with annual sales exceeding $7 billion, no
risk managers were directly involved in pension and profit-sharing ad-
ministration, compared with 8% in 1985. However, 17% said they played a
supervisory role in 1986, compared with 8% in 1985.

But risk managers' direct involvement in pension and profit-shar-
ing administration rose to 22% in 1986 from 15% in 1985 at com-
panies with $201 million to $500 million in sales, while supervisory
responsibility remained fairly stable: 20% in 1986 vs. 21% in 1985.

Direct responsibility also was up at companies with $501 million to
$1 billion in sales to 13% of risk managers in 1986 from 11% in 1985. But
the percentage with supervisory responsibility dropped to 10% from 12%.

Twice as many risk managers at companies with $1 billion to $2
billion in sales had direct responsibility for pension and profit-shar-
ing administration-14% in 1986 compared with 7% in 1985. But the
percentage with supervisory responsibility fell to 11% from 13%.

The percentage of risk managers who were directly responsible for pen-
sion and profit-sharing administration at companies with $2 billion to $4
billion in sales rose to 7% from 2%, while 9% had an advisory position in
1986. compared with 12% in 1985.

Copies Of Logic Associates' fifth annual "Risk Management Salary
Survey" are available for $60 from Logic Associates, 170 Broadway,
Suite 1708, New York, N.Y. 10038; 212-227-8000.

Use of RMIS

increasing,
survey says

More risk managers have access
to computerized risk management
information systems than ever be-
fore, according to the fifth annual
"Risk Management Salary Survey"
conducted by New York-based
Logic Associates.

And, the use of computers in risk
management "will continue to go
up," predicts Richard Meyers, a
partner at Logic and co-author of
the survey of 1,302 risk managers
nationwide.

Mr. Meyers points out that new
software systems are being created
and marketed that "give risk man-
agers tremendous tools."

He also notes that the growing
number of universities offering
curriculums in insurance and risk

management are including com-
puter courses.

"And that is a reflection of

where risk management is going,"
he says.

"Corporations are looking for
more people with computer experi-
ence. Risk management depart-
ments are going the way of the rest
of the world," adds Bill Perry, a
partner at Logic associates and the
survey's other co-author.

The number of risk managers
working with the aid of a risk
management information system
rose the most at companies with
$201 million to $500 million in an-
nual sales to 46% in 1986 from

about 24% in 1985.

But, close behind was the cate-
gory containing the largest com-
panies surveyed, those with more
than $7 billion in annual sales. At

these companies, the percentage of
risk managers with a computer
system rose to 81% in 1986 from
62% in 1985.

An increase also was seen at

companies with $2 billion to $4
billion in annual sales, where 73%
of the risk managers had a com-
puter system in 1986, compared
with only 61% in 1985.

The percentage of risk managers
with a computer system remained
constant at 41% at companies with
$501 million to $1 billion in sales,
and at 61% at companies with $1
billion to $2 billion in sales.

Companies in only two sales ca-
tegories reported fewer risk man-
agers with an RMIS.

The percentage of computerized
risk management departments at
companies with less than $200 mil-
lion in annual sales fell to 26% last

year from 31% in 1985.
And, at companies with $4

billion to $7 billion in annual sales,
56% of the risk managers had a
computerized information system
in 1986, compared with 62% a year
earlier. I
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Need the facts fast?

Order Bl's

Editorial Index now!

Uncover the issues. Track the trends. Follow the changes
and developments in risk management, employee benefits
and the commercial insurance industry.

• all news reports and feature articles published
· indexed alphabetically, chronologically and geographically
· indexed by people, companies mentioned, and subjects
· continuous access-3 quarterly reports plus a cumulative

annual edition

Whatever your needs, interests or curiosities, Business
/nsurance provides a wealth of news and information. Let
Bl's Editorial Index take you there in seconds.
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Please send me the following Index(es):
Annual Index (hardcover) $150* each:
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Annual Index (softcover) $100*: O 1986
Full Index Service at $100*: O 1987

*Foreign Postage Additional
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MEDHELP

WORLDWIDE...

State

THE

INTERNATIONAL 
HEALTH PLAN

Medical insurance for Employees
Living Overseas.

MedHelp Worldwide provides comprehensive medical
coverage for:

e Expatriates
0 Employees on overseas assignments
0 Foreign nationals temporarily in the U.SA
• Frequent international travelers

MedHelp Worldwide...
• Provides a choice of three plans to meet different

requirements.

0 Provides comprehensive medical expense cover-
ages of up to one-half million dollars (per covered
injury or sickness) anywhere in the world includ-
ing limited coverage even when the insured per-
son returns to his home country.

• Provides an international network of 24-hour

multi-lingual assistance centers to help the
insured person find medical treatment and elimi-
nate the problem of paying for it in a foreign
country.

0 Provides renewable semi-annual or annual cover-

ages (including coverage for dependents.)

Also available:

0 Accidental Death and Dismemberment benefiG of

5100,000 or 5250.000.

0 Life insurance benefits up to 5500,000.

International Underwriters Group provides
short-term international health insurance plans.

Brokerage contracts are available.

MedHelp Worldwide... the
logical medical insurance choice

for people away from

their home country.

International Underwriters Group

M
243 Church Street West

Vienna, Virginia 22180

800-237-6615

703-255-9800

MedHelp Worldwide is underwritten by International Insurance Company of Hannowr. Ud.
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We know how aggravaring and time con-
suming shopping around for different
types of surety bonds can be. At Rucker
& Associates. we minimize the aggrava-
tion by offering a wide range of surety
bonds. Our professional stalf saves you
time by responding to your client's needs
quickly. The one call to Rucker & As-
sociates is the only one you need to make.

RUCKER &
ASSOCIATES
Managing General Agent,

P. O. Box 1919

Carrollton, GA 30117
NATL 800-221-1787

GA 800-558-4271

Hogg shareholders OK breakup
Bv STACY SHAPIRO

and CAROLYN ALDRED
london Ferry update

LONDON-Shareholders of

Hogg Robinson Group PLC. last
week approved the company's plan
to divide its insurance brokerage
and other operations into two sep-
arate entities.

The insurance brokerage com-
pany, which includes U.S. subsidi-
ary Republic Hogg Robinson Inc.,
is now called Hogg Robinson &
Gardner Mountain P.L.C., while
the travel, transport and financial
services division is called Hogg
Robinson P.L.C.

The extraordinary general meet-
ing held last week to vote on the
so-called -demerger" plan was re-
latively quiet, considering that one
of Hogg's shareholders-TSB
Group P.L.C-had attempted an
unfriendly takeover of the group.

TSB made a 282 million pound
($451.2 million) cash offer late last
month for the entire company,
contingent on Hogg shareholders
rejecting the breakup proposal (BI,

Hospital and Nursing Home
Program

Capacityto$25,000,000!
Including Excess Professional, General Liability and Umbrellas.

Claims Made and Occurrence available.
Callorwrite James A. Pettipas, CPCU.

PETCO INSURANCE BROKERS, INC.
PO Box 2740 Novato, CA 94948 415/897-4666

Telex 171-806 Fax 415-898-2434

-, 9-_-1_f--1-9

July 27).
However, holders of about 17

million shares voted in favor of the
demerger-including those held by
Hogg's largest shareholder, Kuwait
Investment Office, while holders of
5.2 million shares voted against the
split. No votes were cast on behalf
of about half of company's 46 mil-
lion shares.

During the meeting, former Hogg
Managing Director Timothy Royle
questioned the management of the
new Hogg companies, particularly
the brokerage division. Although
he voted for demerger because he
said it was beneficial for the travel
operations, he said "there are
stormy seas to cross" for the insur-
ance brokerage

However, Hogg Robinson &
Gardner Mountain Chief Executive
Christopher Price said the bro-
kerage had "exceptionally- good
results in the first quarter and was
gaining new business, particularly
from British retail business and
business from RHR.

Although there is no speculation
on the London Stock Exchange
that buyers will attempt to take
over the new companies, TSB may
still be interested in the travel di-

vision. But TSB may be banned by
British authorities for one year
from making a new offer. Before
the demerger, TSB and funds man-
aged by TSB already owned ap-
proximately 3.8% of Hogg.

London United
London United Investments

& 13 J 7

PLC. is forging ahead to boost its
insurance capacity in London, ac- .
cording to Chairman and Chief Ex-
ecutive C.R. Driver.

Recently, London United pur-
chased El Paso Insurance Co. Ltd.
from ACR Holdings for 9 million
pounds ($14.4 million). El Paso In-
surance, which writes mostly U.S.
casualty business in London, in-
sures 6.5% of the risks under-
written by London United's under-
writing agency, H.S. Weavers
(Underwriting) Agencies Ltd.

The El Paso name eventually will
be phased out and its capacity con-
solidated with London United's in-

surance company unit, Walbrook
Insurance Co. Ltd., the leading
company on Weavers' line slip, ac-
cording to Mr. Driver.

To buy the company, London
United will issue 1.16 million new
shares.

The purchase includes El Paso
Insurance's wholly owned subsidi-
ary, Desert Insurance Co. in Ber-
muda.

The purchase of El Paso Insur-
ance "is a cheap way of getting a 9
million-pound rights (stock) issue
for Walbrook" without issuing
more stock, said Mr. Driver.

In addition, Mr. Driver would
like the five other companies to
participate on Weavers' line slip
as a single company, in which Lon-
don United could invest. Then,
only three major companies would
be on Weavers slip, including Wal-
brook and Anglo-American Insur-
ance Co. Ltd., owned by Calfed Inc.
(BI, April 20).
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Management responsible for the
operation of the British ferry that
capsized off the Belgian coast in
March must accept "a heavy re-
sponsibility for their lamentable
lack of directions," according to an
official report on the disaster.

The report by Justice Sheen, who
headed a formal investigation by a
British High Court into the sinking
of the Townsend Thoresen Ltd.
ferry: which killed at least 188
people, is highly critical of the
company's management as well as
individual ferry crew.

"From top to bottom the body
corporate was infected with the
disease of sloppiness,': says the re-
port, published last month.

The errors that led to the disaster

were errors of omission on the part
of some of the ferry's crew, two of
whom have had their qualifica-
tions to, sail at sea suspended.
However; "a full investigation into
the circumstances of the disaster
leads inexorably to the conclusion
that the underlying or cardinal
faults lay higher up in the com-
pany," the report states.

At least 150 passengers and 38
crew members lost their lives when
water rapidly flooded the Herald
of Free Enterprise because the
boat's bow doors had been left
open when it left Zeebruge harbor
on March 6 (BI, March 16).

Because of the design of the roll-
on/roll-off ferry, the stability of
the ship depended on the compart-
ment containing trucks and pas-
senger vehicles being watertight.
This meant bow and stern doors
had to be closed before sailing

Continued on next page
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Experts wam that athletics specialists may be blitzed

Million-dollar contracts, the media attention, the

"thrill of victory, the agony of defeat": These are just a
few of the reasons professional sports excite fans.

Pro sports may also be dazzling to an insurance
agent or broker looking for a market niche. Sports
have become a billion-dollar industry and, considering
there are only a few sport specialty brokers, sports
insurance seems like a wide-open field.

But don't be fooled by the glitter and hype, experts
warn. Sports insurance, for the most part, is a highly
specialized field, with the difficulty compounded by
the unforeseen circumstances that make all lines of

specialty insurance a gamble.
An agent or broker looking to specialize in sports

today would "have to have a lot of money and a
ton of perseverance," said Peter B. Reuling, president
and chief executive officer of Reuling & Reuling Insur-
ance Agency of Peoria, Ill., which brokers disability
and other forms of insurance for more than 400 ath-

letes.

"There are so many people out there that know just
enough to be dangerous, saying, 'We can do what

Tackling sports risks
By LAURA MAZZUCA Reuling does: But they can't," he says.

Adds Roger Blumencranz, president of Blumen-
cranz, Kletter & Wilkins Ltd. of Lake Success, N.Y.,
which lists the National Basketball Assn. as a client:

"There's not much shifting around in insurance bro-
kers in this area.... There's a fair amount of loyalty
in our business. As a broker, you have to get to know
the people you're dealing with."

Ron Kocian, owner of Sports Assurance Concepts, a
Houston brokerage, adds that it is unlikely his clients
will seek another agency "unless I really screw up."

"It's virtually impossible" for a neophyte to jump
into the sports insurance field, added Mr. Reuling.

This stay-out-of-my-market advice, however, is
falling on some deaf ears.

But, one new player specializing in sports insurance
is no rookie: Duncan Peek Inc. in Atlanta recruited a

heavy hitter from one of the two largest underwriting
managers for sports insurance.

While some brokers specialize in placing property
and casualty insurance for professional sports teams, a
lion's share of the sports insurance market is com-
posed of brokering disability insurance for highly paid
athletes.

Disability insurance for athletes became popular in
the early 1970s, with the emergence of players' as-
sociations and agents, which caused the value of ath-
letes' contracts to skyrocket.

Sports teams purchase disability insurance for play-
ers with contracts that are guaranteed by the club,
while either the team or the individual player buys the
coverage if the contract is not guaranteed.

In addition, athletes not employed by teams, like pro
golfers and tennis players, purchase disability insur-
ance to protect against the risk of income-robbing in-
juries.

However, as losses on sports disability insurance in-
creased, underwriters were forced to increase rates

and tighten restrictions.
"The problem with it all is that it goes against the

basic principles of insurance," says Ted Dipple, presi-
dent of American Sports Underwriters Inc. of Woburn,
Mass., a 5-year-old underwriting manager that has
written disability coverage for sports headliners as di-
verse as Harlem Globetrotters' star Meadowlark

Lemon, baseball Hall of Famer Hank Aaron, interna-

tional soccer great Pele and members of the Boston
Continued on next page
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Bringing in new life
A top-notch producer can pump up business

By Joseph D. Citarella

THE CREATION of a life insurancedepartment in a property/casualty

insurance agency is one of the simplest
and easiest ways to increase
commission income and profits

substantially. The key to this

objective, however, is to begin the
department with a knowledgeable and
successful life insurance agent to make
the venture's growth effortless as well
as profitable.

If you have heard countless times
that "life people" are a different breed
of agent from property/casualty
producers, let me be the first to

disagree and encourage you by saying
it's a myth.

While it's true there appear to be
some inherent personality differences
that develop in the two categories of

insurance sales representatives, both
are driven by commission income and
both deal very well with sales of

intangible services.
The major difference between the

two is that a property/casualty agent
sells a "need product" during the
majority of his/her time, while a life
agent sells to prospects who often do
not realize a need for this product
until the agent creates the need or
realization of need.

Most life agents, therefore, are
indoctrinated with original and

traditional training concepts that are
based upon sheer exposure by

numbers and the law of averages. This
develops into an often-misunderstood
asset of great persistence.

If you can accept the fact that a
property/casualty agent sells

insurance to prospects who buy, and
that no one buys
insurance from a 1

life agent-it is
only sold--then you
are intellectually
ready to go on
toward starting
and/or building

your own life
insurance

department.

Begin as I did, by advertising in the
local Certified Life Underwriter

publications and attending a few life

insurance association meetings in your
area. Make it known that you are
seeking a good life insurance

candidate to handle the needs of your
clients. This will offer you a warm

reception and should provide you with
some direction for your search for a
producer.

Seek a candidate with at least three

successful years of life insurance sales
experience. Ask for W-2 or tax return

copies as well as resumes on the first
meeting or interview. You should seek
someone who earned $50,000 in paid
commissions during the preceding
year, and who wants to earn $100,000

next year.
Remember to reveal this to all

during your search, as well as your

greatest sales pitch for attracting a

Remember to reveal

your greatest sales pitch

for attracting a winner
into your organization:

no more prospecting.

winner into your organization: no
more prospecting.

After this approach produces a
desirable candidate or two, be careful

not to be hasty in your excitement.
Verify that the candidate has been
successful and that he or she is a

self-starter and a winner. Be cautious

of someone ready
to move after 18 1
months on the

job-this is often
the "failure"

period for entry
positions at some of
the more

traditional life

insurance

companies.

Most successful life agents see
themselves as excellent sales persons

plagued by spending too much time on
prospecting, and wish that they could
spend all of their time selling. In this
respect, they are similar to good

property/casualty agents, who also
treat paperwork as the dreaded

enemy.

Keeping the negotiations simple and
centered around the main points of
appeal, talk to the candidate about

how you are going to keep him or her
in front of people selling, not
prospecting, which can be done even
with a minimum of automation.

Because nearly every agent working
today has some sort of personal

computer, this is a commitment we
can live up to easily.

To achieve this, I suggest a handful
of letters that are timed to be keyed

automatically and will accompany·the
delivery of renewals as well as new
policies. Any agency can create its

own letters, but the

critical duty is to
see that they go out
in all cases, not just
selectively. And
above all, don't let
the new sales

The life insurance products

sold should be kept simple

at the outset; for example,
term and universal

life to homeowners. representative pick
and choose the

targets of your
mailings. You decide that.

Having won the heart of your
prospective new life producer through
the elimination of prospecting, the
earnings base can be concluded
comfortably on a 50-50 split, with 50%
equity accruing to both producer and

agency.

At first, this always seems
objectionable to good life insurance
agents, and 70% or more appears
closer to fair to them. After all, in

their view, they're doing all of the
work.

But point out to him or her that
even with a customer base as small as

1,500 clients, you can produce more
prospects than the agent can see. Also

explain that 50% of $200,000 is more
than the 70% to 100% of the $50,000

this agent earned in the preceding

year.

A draw, or base salary, while worth
considering, should not often be

You want someone who

is not afraid to pick up

the telephone, introduce
himself or herself

and make an appointment.

necessary for your candidate, because
neither are you seeking a neophyte,
nor are you offering an entry-level
position. Your new life insurance

manager will keep 100% of all equity
and renewal commission income from

sales he or she made before joining
your firm.

It is vital to

establish an

understanding
from the outset

that you do not
intend to set nor

keep appointments
with your new life
insurance

manager/sales

representative. You want someone

who is not afraid to pick up the
telephone and introduce him or herself

and make an appointment. Agency life
insurance department managers who
were formerly company

representatives sometimes see this as a
duty of an agency principal, but
setting appointments is a frightful
threat to the principal's time
management that
he or she cannot 1

afford.

One of my early
life agents expected
to be introduced

personally by me to
each commercial

account served by

my agency-some

500 at the time-preferably at lunch.
Somehow, in the hours and hours of

negotiations preceding his joining us,

this expectation never came out, and I
failed to understand his perception of
how we were going to accomplish our
goals. As a former life insurance
company executive with a handful of
sales representatives, he lacked the
initiative of self-introduction and

regarded the responsibility of making
appointments with existing clients as
"cold calls," which they were not at

all. «4
The result was that he spent entirely

too much time sitting at a desk in an
extremely busy growth agency,
waiting to be invited to lunch to meet
clients. When he was included at a

luncheon or meeting, he almost always
made a nice impression and a sale, but
this breast-feeding syndrome and

demand for my time was never
overcorne.

He wrote little more than $20,000 in

commissions in more than a year. His
successor, with no introductions,

wrote more than $135,000 in

commissions the next year. So beware
of the need for what I call "coattail

support."
Objectively, your plan should be to

introduce your new life insurance
manager to all clients and prospects of

the agency by letter, through the use
of your computer and a minimum of
word-processing implementation. The
letter should be from the president of

the agency and should stipulate that

the life insurance representative will

call in a few days to see if he can be of
further service to them.

Five letters per day to credible
clients, homeowners for example, can
be easily presorted by code, or from
renewal lists. If honored rigidly with
five follow-up calls daily, these letters
can produce more than 60 life
appointments per month for a good
agent. With agency credibility, he
should close 60% of these, or an

average of 36 new applications per
month.

The life insurance products sold by
the agency should be kept simple at
the outset; for example, term and
universal life to homeowners, not

products with 15 options. Decide what
you think the client needs and sell that

product, eliminating all others. The
consumer doesn't want to be

bewildered with brilliance and too

many choices. Keep it simple and
affordable.

And, don't experiment with your

largest commercial clients at first.

Often your new life representative will
suggest such an idea, but it is not

necessarily a good
one. Start with

your homeowners
insurance clients or

small commercial

lines clients. Our

first successful life

agent saw three

r. people per evening,
four evenings per

week, and earned more than $75,000

during his first year with us.

Having successfully installed a life
insurance manager, you have
accomplished four goals in one:

• Your fee income (life insurance

commission) increase of more than

$100,000 should produce a gross profit
of something over $40,000 from one

producer, which in time could possibly
become your highest individual profit
center.

• Your services have been enhanced

to your clients.
• You are in step with the industry

trends by providing more services to
the same clients.

• You have more strongly
befriended the providers of your
product-your insurers-for all

insurers are looking at facility and all
agencies for better distribution of
their life products.

The result adds up to more

commission income, more profit,
expanded services and stronger

contracts. In short, you and your
agency are both healthier.

Joseph D. Citaretta has more than 25 1
years of

property/casualty
agency experience
and has been /,/..Fililia
conducting seminars
within his agency,
Citco Insurance ill / %1
223Yittsahned -*16
past two years. .VIal



Most insurers favor

larger agencies: Study
By LAURA MAZZUCA

Smaller agencies are feeling the
pressure in the softening insurance
marketplace because insurers have
favored larger agencies over
smaller ones when granting ap-
pointments during the last six
months, according to a survey by
the National Assn. of Professional

Insurance Agents.
And, agencies of all sizes com-

plain that most insurers are not
providing agencies with adequate
explanations or warnings when
changing agent commissions and
contracts, which is happening
more rapidly.

The' PIA survey, conducted this
spring and completed last month,
polled more than 2,400 PIA mem-
ber agents-approximately 10% of
the association's membership-on
a variety of questions relating to
the changing marketplace and how
it affects the agency-company re-
lationship.

One in four agents received in-
surance company appointments in
the last six months, with two out of

five larger agencies (with a pre-
mium volume of $5 million or

more) receiving appointments,
compared with fewer than one out

of five smaller agencies (with pre-
mium volume of less than $1 mil-

lion), according to the survey.

'The rules of the

game are changing,

and quickly,' says
PIA President

Nicholas A. Verreos.

And, nearly two-thirds of all the
agents polled said that insurers
have not provided "adequate ex-
planation or warning" when
changing agency contracts or al-
tering their marketing and under-
writing prograrris in the last six
months.

"Clearly, companies must open
broader channels of two-way com-
munications with agents," stressed
Nicholas A. Verreos, president of
the PIA and president of Nick Ver-
reos & Co. Insurance Brokers Inc.

in Brisbane, Calif.

"Flux is now the norm in today's
markets," Mr. Verreos said.

"Agents need to know more clearly
what decisions companies are
making, why, and how these deci-
sions will affect agents."

The survey also found that:
• One in four agencies has been

terminated by an insurance com-
pany in the recent market.

• Some 52% of the agencies had

their commissions changed in the
last six months, with 46% saying
the changes were "somewhat nega-
tive," and 38% saying the changes
were "detrimental to the agency/
company relationship."

• Sixty-three percent have had
contracts changed in the last six
months, with larger agencies and
agencies with a preponderance of
commercial lines reporting most
changes. However, more than half
-549-of agencies with less than
25% commercial lines also have ex-

perienced changes.

• Ninety percent said their eli-
ents' premiums have risen during
the last three months, with two of
five noting increases of more than
20%.

• Nearly half, 49%, of agents ex-
perienced changes in profit-shar-
ing agreements. More than one-

fourth-27%-said the changes
were clearly negative.

• Nearly all agencies responding
reported that 95% of their com-

panies are now accepting new
business. Agencies with $5 million
or more in total premium volume
indicated that 99% of their per-
sonal lines companies are accept-
ing new business.

"The rules of the game are
changing, and quickly," Mr. Ver-
reos added. "Long-standing as-
sumptions about contracts, com-

missions and markets are flying
out the window as companies re-
position themselves in the mar-
ket."

PIA members can receive the full

study free on written request.
Non-members can obtain copies by
sending a check for $7.50 to PIA
Industry Affairs, 400 N. Washing-
ton St., Alexandria, Va. 22314. I
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Actual
unretouched hoto

of Nolan Fiier
selling our
Riyroll Life
Pmgmin.

What a salesman!

Notice the clear, all-seeing eyes.
The fertile brain, eager and bright. And
the body English: sell, sell, sell.

Nolan is actually in a great position
to make money Very good money He's
selling a new program in his sleep. Hun-
dreds of universal life policies. To basically
one client. One time. And it works like this:

You get to offer something very at-
tractive to many of your existing clients,
people whose doors are already open to
you. It's a way for their employees, maybe
for the first time, to buy life insurance
(univenal *4 with its cash buildup and
tax-deferred advantages) on apayroll deduc-
tion plan, perhaps even on a before-taxes
basis. With little or no cost to your client.

We make it-for them and for you-
as simple as possible. To start, you don't
have to be the experts on this.We are.We
explain the whole program to your client,
complete with audio/visuals and leave-
behinds.We can even bring in enrollment
specialists to handle the paperwork con-
nected with signing so many cases in
such a short period.

So, with virtually no investment on
your part in time or overhead, your dients
can make an outstanding life insurance
program available to their employees. And
it's from Transamerica, one of the best-
known names in the business.

For the rest of the stora call Ms.
Carol Clements, Director of Marketing
Services, at 1-800-223-6980. (In California:
1-800-621-9950.)

Then puff up a pillo lower those
lids, and nap your way to prosperit
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IIA, NAIW offer Agents charge Farm Credit
new designation
in automation with unfair marketing edge

MALVERN, Pa -The Insurance Insti-
tute of America and the National Assn of WASHINGTON-Representatives and members of the two lar- chairman of the IIAA's Far West Agents Conference
Insurance Women (International) have gest independent agent associations complain that the federal Farm The IIAA's Technical Conference Committee recommends that the
developed a new Associate in Automation Credit System's ability :o sell insurance gives it a competitive ad- term "adequately insured" be defined by ISO as "maintaining com-
Management program, the first of its kind vantage over agents mercial general liability insurance with limits of at least $300,000
created specifically for insurance people Federal law now permits the FCS and ltS affiliates to sell credit combined single limit, unless higher limits are specified by the un-

The program consists of three courses hfe, hail, multi-peril crop and other types of insurance to farmers derwriter, in writing, prior to coverage inception," said Matthew
AAM 131, "Essentials of Automation," when they seek farm loans Cantoni, IIAA director of technical affairs
AAM 132, "Automation in Insurance," "A serious conflict of interest, along with a very real threat of "Adoption of this recommendation would definitely clarify the
and AAM 133, "Managing Automated Ac- coercion, occurs each time a farm lendingbank wishes to provide intent of the adequately insured requirement," said Mr Cantoni
tivities " Each course entails a three-hour insurance to a farmer borrower," said Jack MeNeil, vice chairman of "Until this is accomplished, agents should first contact their com-
national essay examination administered the Farm Agribusiness Committee of the Independent Insurance panies to determine what they consider adequate insurance "
by the Insurance Institute of America Agents of America, in testimony recently before the House Subcom-

"Essentials of Automation" will cover mittee on Conservation, Credit and Rural Development Texas law toughens agent licensingthe use of personal computers, software The IIAA, the National Assn of Professional Insurance Agents
packages, how Information systems work and other industry representatives charge that farmers seeking AUSTIN, Texas-Texas will mandate more stringent testing of
within organizations, and the functions of loans from the FCS are coerced into purchasing insurance from the insurance agents and solicitors licensed in the state
data entry, storage and processing agency A new law requires that all insurance agents and solicitors 11-

Automation in Insurance" describes "The inherent problem of coercion remains in a system where the censed for fewer than 15 years in the state must complete 15 hours
how the property/liability insurance in- financial loan functions of a lending institution are side-by-side of continuing education per year to maintain their licenses
dustry processes information, Including with the insurance marketing functions," said Robert E Fulwider, The changes in the law were suggested by the Independent Insur-
company automation, agency and bro- chairman of the IIAA Farm Agribusiness Committee "Farm and ance Agents of Texas' board of directors, which studied the laws
kerage automation, and company/agency ranch borrowers are better served through a Farm Credit System ln the 14 states with mandatory continuing education programs for
interface that separates the loan functions from the insurance needs of that agent licensing

"Managing Automated Activities" borrower " The IIAT already offers educational programs for the
deals with available computer equipment In a written statement to the Senate Subcommittee on 1 new commercial general liability policy, busines-
and services, how to approach vendors, Agricultural Credit, PIA Chairman William C Rue a/bt sowners policy, commercial package policy and busi-
and installing a new system, from pre-in- noted that because the borrower is pressured into se- ness auto policy, and the mandated agent requirements
stallation to ongoing management and se- curing the insurance from the credit office, he is also briefs are -a natural extension of our current program," said
curity unable to look for the best price William R Black, IIAT president

Guides for the first course, published The Texas Board of Insurance reports there are ap-
by the institute, are available this month, proximately 46,000 recording agents and 10,000 li-
with the first course to be offered in the Interactive video insurance agent

censed solicitors in the state

fall, the second and third courses are now AURORA, Colo -Travelers Corp, in conjunction with a Colo-
being developed and should be offered in rado insurance agency, has introduced the nation's first full mo-
1988 tion, stand-alone, interactive video kiosk to provide sample insur- Colorado mandates agent education

"One of the strengths of AAM 15 that lt ance quotes to supermarket shoppers DENVER-Colorado now requires agents and brokers to have
is designed for insurance employees who The kiosk was installed in a King Soopers supermarket in Aurora, completed at least 50 hours in property/casualty insurance class
use automation and for those who super- Colo, and is connected directly to Day, Webb & Taylor Insur- work to be licensed
vise people who use computers or termi- ance Agency in Aurora The insurance commissioner will set up rules regarding training
nals," said Dr James Gatza, vp of IIA Shoppers can select information from a menu featuring ho- requirements An advisory committee will be established to recom-
"It is not a purely technical program de- meowners, automobile, term or universal life insurance and a home mend standards for the course of study Agents licensed before Jan
signed for programmers, systems analysts replacement cost estimator After the customer enters basic profile 1, 1988, are not required to comply with the law until Jan 1, 1990
or other Vata processing specialists " data by touching the pideo screen, an actor on video outlines the

The program was specifically developed coverage and the machine prints out a sample premium for the cus- Standardizing industr¥ communicationsby the IIA at the request of the NAIW, tomer to keep
which saw a need for such a program for "The simplicity and convenience of using the video kiosk over- WHITE PLAINS, N Y -Standardization of the insurance indus-
NAIW members and participated with the comes the stereotype that obtaining an insurance quote is a comph- try's electronic communications can be best achieved by emphasiz-
IIA in an advisory capacity, said Dr cated and high-pressure undertaking," said Hal Taylor, co-chair- Ing "downloading," or company-to-agency policy transactions
Gatza The advisory panel-consisting of man of Day, Webb & Taylor "The technology permits insurance using ACORD Corp standards, computer vendors say
11 experts including representatives from quotes to be obtained anonymously without obligation and with the At a meeting sponsored by the Agents' Automation and Interface
the NAIW, IIR/ACORD and private data ease of watching television " Committee, members of the ACORD staff and other vendors experi-
processing consultants-collaborated on Since installing the first kiosk, Travelers has installed another enced in interface shared their views on standardization
two of the three textbooks, and formu- that provides additional information on home mortgage calculation Computer downloading using ACORD standards would make
lated course content and boat owners insurance coverage in a Cocoa, Fla, shopping mall single-entry, multiple-company interface available to a wider van-

Dr Gatza predicts that the turnout for The insurer plans to _nstall other interactive video kiosks in simi- ety of agencies, including those now interfacing with companies on
the first AAM exam, to be given in De- lar shopping locations across the country a company-unique interactive basis
cember, will be "extremely large," ad- For more information, contact Rick Hansen at Travelers Corp at Also, vendors not presently developing batch industry standards
ding, "I wouldn't be surprised if we get 203-954-8107 can add downloading to existing interactive interface capabilities
about 3,000 people " Meanwhile, IIR/ACORD 15 now officially known as ACORD Corp

"We will be encouraging our 400 local Clarification sought of ISO policy -Agency-Company Organization for Research & Development
associations to sponsor AAM classes and
to enlist as many members as possible to NEW YORK-The Independent Insurance Agents of America Inc Sounding boardtake these new self-improvement, contin- is asking the Insurance Services Office to clarify an ambiguity in
uing education courses," said Sandra L the new ISO Commercial Liability Manual regarding the adequacy NOVATO, Calif -Fireman's Fund Insurance Co 's Commercial
LaFevre, outgoing president of the of coverage for subcontractors Insurance division is creating an advisory council composed of na-
NAIW The manual currently states that a general contractor may be tional agents and senior executives of the insurer to provide a new

For information on the AAM program, liable if a subcontractor with inadequate insurance can't cover the forum for discussion
contact IIA's Field Services Department, loss The general contractor may end up paying additional premium The new President's Circle will have representatives from each of
720 Providence Road, Malvern, Pa 19355, at audit when certificates of insurance are examined 44 local agent advisory councils as well as senior executives from
215-644-2100 The problem wording is the definition of "adequate insurance," the insurer's Commeicial Insurance Division The group will meet

-By Laura Mazzuca which now must be specifically and individually defined in writing annually, with the first session scheduled for Dec 1-3 in Laguna
by each insurer for agents and brokers, said James M Pollard, Continued on nert page

Western Union offers agent, insurer link
InsLink, a new communications and 1nfor-
mation service providing electronic commu- alb t products & services
nications between insurance companies and i Ferry, NY, 10522, phone, 914-693-6694

agents, was recently introduced by Western Banks and insurance
Union lustors, reinsurance companies, under- byte from a nibble, Mobile Timesharing Inc Executive Enterprises Inc will sponsor its

The product was developed in response to writing associations, other agents and poli- of Dobbs Ferry, NY, offers "Insurance fourth annual Banks and Insurance Confer-
the increasingly Competitive insurance mar- cyholders Wiz," a simplified computer programming ence Oct 7 and 8 at the World Trade Center
ketplace and the widespread use of elec- Mr Lampell expects the product to be system designed to automate office paper- in New York City
tronic communications in the industry, the available this month for a one-time installa- work The program, which is designed for life m-
company says tion charge ranging from about $10,000 to Program features include automatic gen- surance and property/casualty agency execu-

Ins Link automatically reformats policy in- $50,000, depending on the existing system's eration of invoices, automatic or selective tives and insurance marketing and consulting
formation transmitted by an agency to match capabilities There will be no additional payables statements, merge printing of form firms, will address the changing relationships
the data 1npUt format requirements of the usage fee letters, instant retrieval of client/policy in- between banks, thrifts and insurers
receiving company's computer systems, For additional information, contact formation, automatic updating of client and Sessions will be held at the World Trade

"rather than creating a separate network to Matthew Lampell, Western Union's Director policy balance due information, and data Center, registration is $875 for first regis-
provide that crucial electronic link between of Insurance Industry Marketing, at 201- entry codes which can be customized by trant, $775 for each additional registrant from
companies and agents," explained Matthew 825-5477 the broker the same organization
Lampell, Western Union's director of insur- Insurance Wiz is $495, and comes with a For information, contact Mig Acosta, Ex-
ance industry marketing Computerized office 30-day money-back guarantee ecutive Enterprises Inc , 22 W 2lst St, New

Through the service, an agency can also For more information, contact Mobile York, N Y 10010, 800-223-0787, within New
send high-speed electronic messages to ad- For insurance brokers who don't know a Timesharing Inc, 73 Southlawn Ave , Dobbs York 800-831-8333 or 212-645-7880 .
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Niguel, Calif.

Agent advisory councils, made
up of seven to nine agents and two
to three company representatives,
exist in each Fireman's Fund
branch office territory. The coun-
cils, which meet about twice a
year, provide a forum for local
issues. The President's Circle will
address issues of regional or na-
tional scope.

System interface
WESTLAKE VILLAGE, Calif.-

Delphi Information Systems Inc.
and Automated Insurance Re-
source Systems Inc. have entered
into an exclusive agreement to cre-
ate an interface system between
AIRS' commercial lines rating sys-
tem and Delphi's agency manage-
ment system.

The system, which will be avail-
able next month, will allow single
entry of data used for rating and
office management.

It will be available through Del-
phi upon completion.

Delphi has also entered into an
agreement with Aetna Life & Ca-
sualty Co. to provide agents with
electronic policy issuance capabi-

- lities for homeowners insurance.

Flood commissions
NEW YORK-The National

Flood Insurance Program's pro-
posed reduction of participating
agents' commissions, if imple-
mented, would result in a decrease
in participation in the program, a

i national agent association spokes-
man predicts.

"Cuts in commission schedules
will only discourage agents from
soliciting new flood business be-
cause the administration's plan, if
adopted, would reduce commis-
sions on renewals which agents do
not feel are sufficient to cover the
cost associated with writing flood
insurance," said Robert Ross Jr.,
chairman of the Independent In-
surance Agents of America Na-
tional Flood Program Committee.

Agents writing federal flood in-
surance now earn 15% commission
for both new and renewal business,
explained Matthew Cantoni, direc-
tor of technical affairs for the
IIAA. Under pressure from Con-
gress, the Flood Insurance Admin-
istration (FIA) has proposed to re-
duce the agent's commission on the
first $2,000 in premium to 12% on
direct bill renewals.

The proposal also would raise
the commission level on new busi-
ness to 16% from 15%. But, Mr.
Cantoni said that new business
represents only 1% of current flood

. policies.

NAIW president
BOSTON-Shirley A. Timmons

was installed as president of the
National Assn. of Insurance
Women (International) at its 46th
national convention in Boston.

Ms. Timmons, vp-property and
casualty marketing/underwriting
at Dorth Coombs Insurance Inc. in
Wichita, Kan., succeeds Sandra L.
LaFevre.

The NAIW has more than 19,000
members.

NASBP president
SAN FRANCISCO-Curtis B.

Roberts, chairman and chief exec-
utive officer of The Mills Co., a
Dallas agency specializing in
surety bonding and insurance for
construction contractors, was
elected the 39th president of the
National Assn. of Surety Bond
Producers during the group's an-
nual meeting in May.

New IIA president
MALVERN, Pa.-Norman A.

Baglini has been named president
and chief executive officer of the

American.Institite for Property
and Liability Underwriters and the
Insurance Institute of America. He
suceeds Edwin S. Qverman, who
held the position for 21 years.

Mr. Baglini joined the IIA in
1973 as director of underwriting
education. He has been dean of
curriculum, senior vp and dean
and executive vp and deputy direc-
tor.

His duties as president will in-
clude overseeing the IIA's pro-
grams and services for 100,000 stu-
dents worldwide.

AAMGA election
PALM DESERT, Calif.-Wes

Duesenberg Jr. of Southern Un-
derwriters in Atlanta became the
58th president of the American
Assn. of Managing General Agents,
headquartered in Washington,
D.C.

His father, Wes Sr., served as the
50th president of the AAMGA. I
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STANDING WATCH.
In control of changing Healthcare currents.
Some of America:s most innovative healthcare plans are
offered by Pacific Mutual, a member of Pacific Financial
Companies: Flexible benefits, preferred provider healthcare
networks, catastrophic and psychiatric case management.
Group life and health programs for both large and
small companies.

All are important cost containment programs. All are
proven. All are time tested. Thoroughly researched with
leading benefits professionals. In Chiago. Phoenix.
Los Angeles. St. Louis. Atlanta. And more.

Padfic Financial Companies has over $30 billion of life
insurance in force. We are among the few companies with a
Standard & Poor's AAA rating for claims payment ability.
And have an A.M. Best superior A+ rating.

Pacific Financial Companies. Standing watch. In control.
Innovators since 1868.
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Anti-rebate statute

upheld in California
By LAURA MAZZUCA

SAN FRANCISCO-In a decision

that agents and brokers hope will
set a precedent in other states, a
California judge upheld the state's

anti-rebate statute against a free-
speech challenge by a state con-
stmer group.

In his July 15 decision, state Su-

perior Court Judge Raymond D.
Williamson Jr. -wrote that elimina-

tion of the California anti-rebate

statute would be "against the best
interests of the citizens of Califor-

nia, who would be faced with dis-

criminasion in Savor of larger pur-
chasers."

The anti-rebate challenge was
brought in 1924 against then-In-

surance Commissioner Bruce A.

Bunner and the California Depart-
ment of Insurance by Consumers
Union of United States Inc., a San

Francisco-based non-profit con-

sumer group that publishes Con- sumer Reports magazine.
The suit charged that the state

insurance code's ban on rebates

violates the right of free speech
and had no basis in necessity.

The California suit preceded si-
milar litigation in Florida, which
resulted in the elimination of that

state's anti-rebate laws in August
1986.

It is the only state to have struck
down its anti-rebate law.

Ironically, Judge Williamson re- i
marked in the decision that testi-

mony by a Florida agent on behalf
of Consumers Union, "while

strongly supporting rebating, also
demonstrated a practical abuse *
that would follow."

In his testimony, the agent stated
that in spite of the elimination of
the state's anti-rebate law, he has -
not engaged in the practice be-
cause the state insurance commis-

sioner had cautioned against un-
equal rebating.

California's law

underlines 'potential

dangers and abuses'

of rebating,

the judge says.

The judge pointed out that Cali-
fornia enacted Section 750.1 of the

insurance code in 1986, which
reaffirmed the necessity of anti-re-

bate laws and underlines the "po-
tential dangers and abuses" of per-
mitting rebating.

"Clearly, the practicalities of re-
bating for the experienced insur-
ance agent are such that rebates
are going to go to the better eli-

ent," the judge wrote. "Further-
more, the better and larger the cli-
ent, the larger the rebate.
Inversely, the smaller the client

and the smaller the policy, the
smaller will be the rebate. . . if

there is any rebate at all. This is

one of the results that the Legisla-

ture considered, weighed and re- 
jected."

On the charge of violation oft,
"commercial free speech/' Judge
Williamson remarked, "The anti-

rebate laws regulate 'commercial
conduct' and only incidentally in-
volve speech. . There is no ques-
tion that much of the activity of
selling insurance involves the use
of oral communication. Neverthe-

less, the clear purpose of Califor-
nia's anti-rebate laws is to reg-
ulate the conduct of insurance

agents. Speech is incidentally in-
volved and the First Amendment is

not a relevant issue."

Producers in the state, who have

been involved in the case through
the California Assn. of Life Un-

derwriters, are "elated, to say the
least," said Joe Annotti, adminis-
trative vp of the Independent In-
surance Agents & Brokers of Cali-
fornia.

"Wealthy companies or individu-
als should not be allowed to use

their financial leverage to get re-
bates," commented Nick A. Ver-
reos, president of the National
Assn. of Professional Insurance

Agents. "Striking down this frivo-
lous suit was a victory for Ameri-
cans who deplore kickbacks, bribes
and under-the-table deals."

However, representatives from
both associations warned that

Consumers Union is entitled to an

appeal. •
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Cont:nued from prev,ous page private medical Insurers in Britain Inc after the theft by one of its em- don market perceives the exchange maintained Mr Beresford-Woodcommenced, the report notes For example, Private Patients plc,yees as a "small, unstable, underfin-
However, ship's orders issued by Plan Ltd pays for only the diag- Also attending the seminar were

The employee, John A Castro, anced organization that is strug- IIE President and Chief Executive
Townsend Thoresen made no refer- nosis and initial treatment of the 3 6, lS charged with stealing gling to survive," admitted Jeffrey James M Skelton and syndicate
ence to the opening and closing of disease, but treatment is not co- $800,000 In cash and another $1 06 Beresford-Wood, chairman of IIE's manager Richard E Foss, vice
the bow and stern doors, the report vered after the AIDS virus has million in non-negotiable securi- audit and regulatory committee chairman of the exchange's boardnotes Also, "before this disaster been diagnosed, said a spokeswo- ties, checks and credit card However, late last month a dele- of trusteesthere had been no less than five oc- man charges Most of the non-cash gation from the IIE, including Mr
casions when one of the company's "We have adopted the same pol- items were recovered within two Beresford-Wood, visited London
ships had proceeded to sea with 1Cy for AIDS as for other incurable days after the robbery, said attor- for the first time to quell this im- Comings & goings
bow or stern doors open," lt adds diseases It is part of our policy ne> Joseph Ferguson pression During a seminar at the Surinder Beerh, Roger Bas-However, the report notes that that all expenditures must be for According to an FBI spokesman, Chartered Insurance Institute, a sett and David Warman ap-
senior management at Townsend the purposes of curing a medical Mr Castro fled to Duluth but was panel discussed the IIE and ltS pointed directors of Heath Fielding
Thoresen, which was acquired last condition," she said, adding that so apprehended in May after raising strengths Insurance Broking Ltd, a subsidi-year by Peninsular & Oriental far only three of PPP'S policyhold- suspicions when he bought a house For example, the exchange's ary of Lloyd's of London brokerSteam Navigation Co , had ers hadcontracted AIDS with cash pulled out of a brown board on July 15 approved an in- CE Heath PLC
changed "only a short time before Western Provident Assn pro- paper bag The FBI subsequently crease in the initial capitalization Hady Wakefield, chairman of
the disaster and much has been vides no benefits for sexually found the $718,000 in a storage requirement to $3 million from $2 C T Bowring Reinsurance Ltd,
done to improve the company's ap- transmitted diseases "with AIDS locker Mr Castro is now awaiting million for all new syndicates, to succeeds Alan Winchester, who is
proach to ship management " in mind," said a spokesman How- trial in Louisiana be raised gradually to $5 million retiring as chairman of Winchester

As a result of the disaster, Jus- ever, subscribers who contract the The funds, which no rmally by July 1989, said IIE Vp Gary D Bowring Ltd Mr Winchester has
tice Sheen lS recommending de- virus through a blood transfusion, would be returned once the tnal is Hackley IIE's board lS considering been chairman of the company-
tailed Investigations to improve for example, will be covered, he over, are now in a safety deposit a method to increase existing syn- which specializes in non-marine
new designs of roll-on/roll-off fer- said, adding that so far no WPA box, said Mr Ferguson, noting that dicates' capitalization to those reinsurance for Lloyd's un-
ries The report also recommends subscriber has contracted AIDS the interest being lost prompted levels, he added derwriters and London companies
phasing out some of Britain's older the suit The exchange also believes its -since it was acquired by Theferries unless they meet safety Opren claims The Lloyd's syndicates, Ameri- emphasis on writing direct insur- Bowring Group m 1976
standards that were introduced by can Service and Loomis want to be ance instead of treaty reinsurance Christopher Billson, David
the government's Department of A publicity campaign mounted named owners of the cash They like other exchanges has helped lt Skeates and Kenneth Woodhams
Transport in 1980 to persuade U S drug manufac- also ask that if the cash Is not to be to remain buoyant The exchange appointed directors of E W Payne

Meanwhile, relatives of some of turer Eli Lilly & Co of Indianapo- used as evidence in the trial, the also prides itself on its reinsurance (North America) Ltd effective
the victims of the disaster are re- lis to pay compensation to alleged funds either should be placed in an security, its strict adherence to Sept 1 They will Join the team led
ported to be angered at the com- British victims of the anti-arthritic interest-bearing account until regulation and its members' polic- by managing director Peter H
pensation being offered by Penin- drug Opren could be in contempt their ownership is established or ing of the market, the delegation Foley, responsible for E W Payne's
sular & Oriental and its liability of court, a High Court Judge turned over immediately, said Mr said North American reinsurance brok-
insurer, Standard Steamship Pro- warned last month Ferguson "We have the best climate of any Ing business in the London market
tection & Indemnity Assn (Ber- Since passages from advertise- He added that the federal gov- of the exchanges," declared IIE
muda) Ltd ments and press releases released ernment is considering several Chairman Bernard E Epton "We

Peninsular & Oriental and Stan- by the Opren Action Committee & possible solutions to the problem New office
are a real pain to our syndi-

dard agreed to apply retrospecti- Citizen Action, which represents cates And our clients must The Assn. of Insurance & Risk

vely a new British law that raised claimants fighting Eli Lilly in the [1 inois Exchange know that if there iS a loss, it Will Managers in Industry and Com-
the maximum compensation for British courts, "might be thought be paid " merce has moved to 6 Lloyd'ssea passengers to 80,000 pounds to be not far from the dividing line Illinois Insurance Exchange "There isn't another entity in the Ave, London, EC3N 3AX, 01-480-
($128,000) from 38,000 pounds between legitimate comment and members are aware that the Lon- U S that lS regulated as we are," 7610
($60,800), effective June 1 (BI, July illegitimate pressure, I thought it

m

, 13) right to give this warning in the
, However, under the proposal, a hope that due restraint will be ex-

minimum compensation of 5,000 ercised in future," said Justice .

pounds ($8,000) lS being paid for Hirst
each individual who died, plus A full-page advertisement, head- Continental Unde-Mdters, Ltd.

1 5,000 pounds for suffering they en- lined "An Appeal to the Con-
dured before dying Extra pay- science of Eli Lilly & Co," was

, ments to compensate for loss of placed in The Times of London on
earnings and inJury will be as- July 1 (BI, July 13)

 sessed individually, said Brian No one from the Opren action
SEASONED SPECIALISTS

Glover, claims executive for Stan- group was available for comment
dard Steamship's manager Charles Some 1,500 British claimants are
Taylor & Co suing Eli Lilly alleging damages

For extreme cases of hardship, caused by Opren, which was mar- IN MARINE INSURANCE
P&0 has agreed to make payments keted in the Umted Kingdom m the
in excess of 80,000 pounds early 1980s (BI, June 15) .7 4*

($128,000) from a special disaster 4*Vl
..

fund, which has been instituted by .-;

Fewer U.K. insurers
the company

Reports in British newspapers Fewer insurance companies were
say some relatives of victims, par- authorized to write business in the
ticularly those who lost children in United Kingdom last year than m
the disaster, are angry about the 1985, according to an annual re-
settlement offer However, "no port published last month by the
such reaction has been communi- British Department of Trade and "

cated to" Pannone Napier, one of a Industry
group of law firms acting on behalf At year-end 1986, 834 insurance
of the victims, said a spokesman companies were authorized to **I

..

for the firm carry on insurance business in
The steering committee of law- Britain, down from 841 at the end .·

..

yers representing disaster victims of 1985, according to "Insurance
"is happy with the deal and the Annual Report 1986 " 1... --r=20 42.- -

.

level of compensation and has re-commended it to clients," said Mr ceuerdinutMlillon YYite ln-
.. 1

*Glover - 1 Kt·

"Some resentment may have panies that previously had not
surance, 10 of which were com- . d. r. ti .t; 13

1..41-  I , U
been caused by confusing newspa- been authorized to conduct any
per reports that suggested all vic- class of insurance business
tims would receive 80,000 pounds Authorization was withdrawn
compensation," he added from 48 companies during 1986 17

for all classes of business, 17 for

AIDS cover refused some classes of business and 14 for A- . . .
new business only --

British United Provident Assn, The report did not specify why
Britain's largest private medical authorization had been withdrawn

--fE

insurer, is refusing to provide cov- in any of the cases For'almosttwodecades, ourfirm hasbeen»on fair competitive rates and on experi
erage for AIDS to new policyhold-
ers for the first five years they are Confiscated cash serving a Clientele that ranges from multi- *%.*-and #rofessionalism !11 the ve

national corporationstofishin@**it®er- opment of terms. conditions Dial i= -r

insured 
Existing policyholders, however, A firm acting on behalf of atorstoprovidesecurity formarinerelated clauses for coverage of comp e**,f -

still are entitled to full coverage if Lloyd's of London syndicates filed risks. The extent and quad*40 ser- usua*marinerisks.And our
they contract acquired immune de- a garnishment action July 1 vices are equally broad'-Abeur *nent fs one of the most eff{¢lient M
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PBGC funding plan tributions to become so burdensome that companies are Means Committee's PBGC/pension proposals will be at-
placed in grave financial difficulty, the aide explainedContinued from page 2 tached to a budget reconciliation bill That reconciliation bill

Pension experts agree that achieving such a balance will be is not expected to be considered by the full House untilbe the amount equal to bring the plan's funding level to difficult September
52 5%, while an employer with a plan that was 80% funded "If the funding rules are too tough, a company may have to The Senate will draft its own reconciliation bill It is ex-would have to contribute an amount equal to improve the go into bankruptcy and terminate its plan," said Henry Sa- pected that the Senate Labor and Human Resources Commit-plan's funding level to 81% veth, a vp with Johnson & Higgins in New York tee and the Senate Finance Committee will come up withHowever, the contribution cap would not apply to plans "If there ls a wave of pension bankruptcles, then the rules their own PBGC/pension provisions, which also would be-that are less than 50% funded Sponsors of these plan would could again be liberalized, and then you are back to where come part of the reconciliation billbe required to contribute at least as much as iS paid Out in you started I'm not sure a successful solution can be found
benefits during the year Already it iS clear that there will be many differences-There may be a series of interim solutions," he observed even before the Senate acts-to settle in conference commit-The contribution cap could mean that it would take dec- Pension experts also criticize a Labor and Education Com- tee
ades to fully fund some pension plans, critics of the proposal mittee proposal to impose a termination funding charge on
say In the meantime, the PBGC would be liable for the employers that terminate their pension plans Aside from funding rules and termination charges, there
plan's unfunded benefits if the plan terminated are major differences in the two House proposals, includingUnder this provision-not found in the Ways and Means • PBGC premiums The Education and Labor CommitteeThe cap "could have disastrous consequences for benefit Committee measure-any employer that terminates a defined iS proposing to keep the flat-rate PBGC premium structuresecurity and the PBGC," according to David Walker, deputy benefit plan during the three years beginning July 1, 1987, with the premium rising to $19 annually per plan participantassistant secretary of labor would pay a $200 per plan participant charge to the PBGC frorn $8 50

"The cap would essentially gut the committee's funding After July 1, 1990, this charge would be based on the size of
reforms," asserted PBGC Executive Director Kathleen P Ut- the PBGC deficit By contrast, the Ways and Means measure would establish
goff a variable-rate premium structure in which premiums would

Benefit experts say the charge would be especially unfair range from $14 to $50, depending on the funding level of aShe said that without tough funding rules, the PBGC will m mergers and acquisitions, when a buyer may have little plan
continue to be hit with big pension claims, and will have to choice but to terminate a plan covering employees of the
seek new termination insurance premium hikes • Access to plan assets The Education and Labor Com-company _t is purchasing mittee would allow employers to recover excess assets fromAdministration officials point out that the liberal funding "A $200 charge seems patently unfair m such situations," on-going plans so long as the plan was at least 25% over-rules in the Education and Labor Committee's measure con- said Stuart J Brahs, executive director of the Assn of Pri- funded after the reversion The Ways and Means Committeetrast sharply with the rapid funding rules proposed by the vate Pens-on & Welfare Plans proposal would continue the current ban on removal of ex-House Ways and Means Committee, which also is drafting Rep Clay's aide said the primary purpose of the termina- cess assets from ongoing planslegislation to shore up the PBGC In some cases, under the tion charge lS to discourage employers from leaving the de- • Excess assets Under the Education and Labor Commit-Ways and Means proposal, employers would have as little as fined benefit system and to give the PBGC additional reve- tee proposal, employers terminating overfunded plans couldthree years to fund pension liabilities compared with the 30- nue
year standard under current law (BI, July 20) not recover all excess assets after participants' promisedThe aide acknowlecged that under certain circumstances a benefits are paidBut an aide to House Labor-Management Relations Sub- funding charge might not be appropriate, such as when par- The measure instead proposes that employers could recovercommittee Chairman William Clay, D-Mo, defended the ticipants are covered under a new def-ned benefit plan that is only assets exceeding 125% of plan liabilities, with partici-Labor and Education Committee's funding rules The aide similar to the terminated one
noted that even a 1% or 2% increase in a plan's funded It is possible that changes to the termination charge could pants getting the other surplus 25%

The Ways and Means Committee proposal does not imposeratio could mean that an employer's pension contributions be examined after the House and Senate complete action on such a requirementcould double or triple pension legislation and a conference committee is established Neither the Ways and Means nor Education and LaborThe committee attempted to find a balance between the to iron oit differences in the legislation Committee proposals contain any tax incentives for employ-need to improve plan funding without causing pension con- Both the Education and Labor Committee's and Ways and ers to prefund retiree health care benefits .

Surety market
Contznued from page 2 in the past three years
the business," Mr Boyle said "I've (1987) lS going to be a loss figure " business decision" and write them, 20% rate increase proposed by theIndeed, 1986 was the industry's Fidelity & Deposit is a limited he said surety association may not beseen ups and downs, but I've never worst year in history, with the in- market for workers comp surety
seen it this tough," he said He added that he does not know enough to return the Industry todustry suffering a combined loss bonds, a spokesman said of any company that James "would profitability"If there lS any relief in the in- and expense ratio of 150%, accord- These results prompted some place clients with that views work- Many brokers also say they be-surance market as a whole, the ing to the Surety Assn of America reinsurers to cut back capacity and ers comp/self-insurance bonds as heve surety prices are too lowsurety industry has not yet tracked (BI, May 25) Contract bonds ae- restrict the types of bonds they will an attractive class "
that condition and remains ex- counted for most of the losses, with reinsure Others are getting out of "I think rates were way too low

Surety bond brokers declined to I would certainly agree with thetremely tight with fewer players a loss ratio of 106%, while non- the surety bond business alto- offer a list of surety companies Industry on that," Mr Boyle saidand reduced capacity," noted E contract bonds, such as self-insur- gether that write work comp suretyTimothy Kenneally, executive vp ance bonds, had a 60% loss ratio But he emphasized that a rate
As a result, brokers report, many bonds, saying that most of the increase must be coupled with bet-of the financial products group of While surety bond underwriters surety bond underwriters have had companies writing these bonds are ter underwriting to improve the in-Fred S James & Co Inc in New note that a 60% loss ratio on non- to take a bigger net line, in turn only doing lt to accommodate ex- dustry's loss pictureYork

contract bonds lS nOt as bad as the leading to dwindling capacity, isting clients and that the market M&M's Mr Tilton says the cur-Many brokers and underwriters contract bond loss ratio, they say higher rates and tightened under- is extremely volatile
expect the market to get even the potential for losses and the writing standards rent rating structure for surety
tougher over the next few years small business volume make non- One broker, who asked not to be bonds is obsolete both m pricing

"There will probably be contin- contract bonds unattractive Surety brokers say tne maximum named, observed "I may have got- and in the way rates are applied
limit available for a surety bond lS ten a workers comp bond from a Surety companies charge theued restrictions in reinsurance ca- The losses in 1986 came on top of now about $100 to $140 million, surety, but I may have just been same rates for various types ofpacity, and there will be players big losses in both 1985 and 1984 down from a limit of about $250 lucky that day, and tomorrow they bonds, regardless of the financialthat go out of the marketplace, and And, while industry officials are million only a few years ago

the market will continue to hoping for a turnaround, few ex- may be out of the business " strength of the company buyingThe SAA now lS filing with state Brokers also note that the mar- the bond, Mr Tilton pointed outharden," predicted Dennis Perler, pect it will happen in 1987
a vp with CIGNA Bond Services insurance departments a request ket for work comp bonds has al- And, at least the short-term fu-

"Hopefully 1987 will be a little for an average 20% increase in ways been restricted, with perhaps ture of the surety market looks JustInc of Philadelphia, a subsidiary bit better, but it's still not going to surety bond rates, anc brokers and only about 10 to 14 of the more as bleak, with both surety brokersof CIGNA Corp , which does not be anywhere near good," said Car- underwriters predict that most than 100 surety companies writing and underwriters predicting thatwrite work comp bonds roll J Fitzgerald, senior vp of Fi- surety companies will adopt the this business some surety bond insurers andThe surety bond market lS tight- delity & Deposit Co of Maryland rate increase
ening after suffering record losses in Baltimore "I would anticipate Many brokers and underwriters reinsurers will drop out of the

This latest rate hike would come say that tougher underwriting surety business completely over
on top of a 20% increase that most standards and increased rates are the next few years
surety companies imposed last necessary because both have been Daniel F Randolph, a senior vp
year That increase was the first too lax in recent years and managing director in themajor rate hike in the surety busi-NrATIONAL .AsSOCIATION "Little by little, underwriting surety department of Chubb & Son
ness in 30 years, according to bro- criteria were kind of relaxed (over Inc, noted that most of the majorkers and underwriters

OF RISK RE TENTION GRoups the past 10 years), to the point players in the surety market are
In addition, surety companies where you've had some very weak large insurance companies

are tightening underwriting re- underwriting, which causes(Risk Retention & Purchasing Groups) "The simple fact lS that surety
quirements, placing new restric- losses," says Michael P Tilton, a bonds are lust a peanut faction of
tions on bonds and getting out of managing director with Marsh & the overall operations" of these
some lines considered risky McLennan Cos Inc in New York companies, he pointed outAnd they claim that one of the

FOUNDERS MEETING
"They've gone back to doing "It's no big deal at all if a com-

riskiest lines is surety bonds for their homework," J&H's Mr Boyle pany decides to peel off its surety
employers that self-insure their said "Things got a little loose in operation The question is howwork comp liabilities the surety industry in my estima- long are they going to take the

Mr Boyle explained that losses tion-underwriting-wise-over the bleeding before they arrive at that
SEMINARS & WORKSHOPS surety companies sustained on last seven or eight years " decision," Mr Randolph observedsuch bonds when sezeral big steel Mr Boyle says brokers must now "I think most of the major com-

CHICAGO, SEPTEMBER 20-22 companies went bankrupt in the "do a lot more work to get a posi- panies and the reinsurers, at the
late 19705 and early 19805 have tive response from a good surety direction of their senior manage-
made surety underwriters very company " ment, are doing tn-depth studies tonervous about these bonds

Workshops Include: But "re-underwriting Just isn't determine whether they even want
But James' Mr Kenneally noted enough," CIGNA's Mr Perler to continue in the surety business,"

Forming, Reinsuring and Managing RRG's & PG's that while work comp surety bonds noted "The answer is mostly to be CIGNA's Mr Fitzgerald noted
are difficult to get from any surety found in rate increases and partly But, Mr Fitzgerald lS quick tocompany, some insurers will write in expense decreases," he said add that while CIGNA does not
them for clients that place a lot of John (Jack) B Fitzgerald Jr, write work comp surety bonds, ltFor more information. call or write other surety or other property/ca- CIGNA Bond Services president, remains committed to the marketsualty business with them said CIGNA will raise rates even lfNATIONAL AsSOCIATION OF' ]RISK-RETENTION GRoups Mr Tilton says that top manage-"I'm not aware of any company lt loses market share ment at many maor property/ca-P 0 BOX 9289 that's writing them in earnest," "We don't see it (raising rates sualty insurers have ]ust finished

CRYSTAL LAKE. IL 60014 Mr Kenneally said and losing business) as a problem addressing and attempting to cor-
ILLINOIS OFFICE WASHINGTON D C OFFICE "If you have a specific account the way we would have perhaps rect the problems with liability in-

815-455-6602 202-783-1135 that has an overal- relationship several years ago," he noted "We surance and now are turning to the
with the surety, and the surety lia- are going to increase rates, and I surety side of their business
bility that's assumed is not driven think the malority of companies "So the pressure is now on theby the work comp liability, then will "
some companies will still make a surety side of the house to return to

In fact, Mr Fitzgerald said the profitability," Mr Tilton says I



comings & goings: industry

Home Insurance taps
Meenaghan as CEO

James J. Meenaghan, president
of The Home Insurance Co. in New
York, has been elected the com-

pany's chief ex-
ecutive officer.

Mr. Meen-

aghan will re-
tain his position

 "9* as president, asEL. well as remain a
director of both

The Home Insur-
ance Co. and

The Home

Mr. Meenaghan Group Inc. Mr.
Meenaghan also

serves as a director of U.S. Inter-

national Re Inc., the reinsurance
subsidiary of The Home Group.

Mr. Meenaghan became presi-
dent of The Home Insurance Co. in
September 1986.

Before joining The Home, Mr.
Meenaghan held various positions
with Fireman's Fund Insurance
Cos. based in Novato, Calif., in-
cluding president and chief
operating officer.

After leaving Fireman's Fund,
Mr. Meenaghan spent two years as
chief executive officer of John F.

Sullivan & Co., the Seattle-based
reinsurance brokerage.

In another move, Michael L.
Averill appointed vp-government
and industry affairs at The Home
Insurance Co. in New York. Mr.

Averill is responsible for imple-
mentation of commercial lines pol-
icy and rating simplification pro-
grams. Prior to joining The Home,
Mr. Averill was manager of the
commercial casualty division of
the Insurance Services Office Inc.
in New York.

In other insurer changes:
Paul F. Henning named vp and

actuary of PHICO Insurance Co., a
Mechanicsburg, Pa.-based medical
malpractice insurer. Previously,
Mr. Henning was chief actuary of
the Pennsylvania Department of
Insurance.

Louis F. Iacovelli named vp of
Continental Corp.'s Brokerage and
Special Operations Group in New
York. Most recently, Mr. Iacovelli
was assistant vp and helped form
the marketing and sales operations
for NBS.

Ronald D. Van Buskirk ap-
pointed vp and manager of the Pa-
cific Northwest regional office of
Wausau Insurance Cos. in Bea-
verton, Ore. Mr. Van Buskirk sue-
ceeds Everett Anderson, who re-
tired. Previously, Mr. Van Buskirk
was regional sales manager for
Wausau's Pacific Southwest region
based in Los Angeles.

Also at Wausau, John D. Crosby
named vp and manager of the New
England region in Belmont, Mass.
Mr. Crosby succeeds Edward J.
Matthews who died May 7. Pre-
viously, Mr. Crosby was regional
underwriting manager.

Dennis W. McKevitt appointed
vp of Zurich Insurance Co., U.S.
Branch, and elected vp of subsidi-
ary American Guarantee & Liabil-
ity Insurance Co., both in Schaum-
burg, Ill. Mr. McKevitt serves as
field operations director in the
claims division.

William H. Ostenfeld elected

vp-group insurance administration
at State Mutual Life Assurance Co.
of America in Worcester, Mass.
Previously, Mr. Ostenfeld was sec-
ond vp-group administration.

Samuel D. Ross Jr. named ex-

ecutive vp and president-elect of
Pennsylvania Blue Shield in Camp
Hill, Pa. Mr. Ross succeeds Leroy
K. Mann, who plans to retire in
June 1988. Mr. Ross had been se-

nior vp-administration and plan-
ning.

Agents/brokers
Drew E. Waitley joined Corroon

& Black of Illinois Inc. in Chicago
as senior vp and manager of the
brokerage's construction division.
Mr. Waitley previously was senior
vp at Continental Illinois Bank &
Trust Co. in Chicago, where he spe-
cialized in construction activities
as well as mining and utilities.

Charles W. Olson III, former
chairman of Frank B. Hall of Illi-

nois Inc., joined Associated Agen-
cies Inc. of Chicago. Mr. Olson spe-
cializes in estate planning, large
commercial property/casualty, em-
ployee benefits and bonding ac-
counts.

Robert A. Anderson Jr. ap-
pointed vp-commercial lines at
Butler & Messier Inc., a Pawtucket,
R.I.-based insurance agency. Mr.
Anderson, a certified public ac-
countant, previously worked with
the Warwick, R.I., accounting firm
of Malo & Co.

Reinsurance
Marion A. Perkins elected vp-

facultative reinsurance at Transa-

merica Insurance Group in Los An-
geles. Mr. Perkins had been presi-
dent of Comstock Insurance Co., a
Los Angeles-based subsidiary of
Fremont Indemnity Co.

Lora Ann Neggers appointed vp
of Zimmerman Line Slip Inc. in
Mendham, N.J., a management
company underwriting, life, acci-
dent and health special risk rein-
surance

Paul A. Bellone joined Reso-
lute Reinsurance Co. in New York

as vp responsible for directing all
loss management for the company.
Most recently, Mr. Bellone was as-
sistant vp of claims at Skandia
America Reinsurance Corp. in New
York.

Y. Cheong Watt elected vp of
the Hong Kong office of Prudential
Reinsurance Co. Mr. Watt pre-
viously was regional director of
Asian operations for Prudential
Re. He joined the company in 1976.

Excess/surplus
Dave Waskel promoted to vp-

claims at Guaranty National Insur-
ance Co. in Englewood, Colo. He
had been assistant vp. Mr. Waskel
is responsible for the day-to-day
operations of the commercial and
personal lines departments. He
joined Guaranty National in 1979.

HMOs/PPOs

Judd Jessup appointed execu-
tive director of TakeCare Corp., a
Blue Cross health maintenance or-

ganization in Woodland Hills,
Calif. Mr. Jessup was previously
president of HMO Colorado in
Denver.

Roy L. Hutts appointed presi-
dent of Hawaii Dental Health Plan,
a prepaid dental plan in Honolulu.
Mr. Hutts succeeds James R.

Lindsey, who is now chairman.
For the past eight years, Mr. Hutts
has been vp-employee benefits at
Hawaiian Life Insurance Co. Ltd.
in Honolulu.

Other suppliers
Michael B. Brown joined Fred

S. James & Co. as head of its In-

ternational Benefits Resource Cen-

ter in Irvine, Calif. He is responsi-
ble for international benefit

practice in the Western United
States. Previously, Mr. Brown was
a senior consultant with Johnson &

Higgins in San Francisco. .
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American Cyanamid faces
$30 million in farmer suits

By KARI BERMAN

WAYNE, N.J.-American Cyanamid Co. is facing
three class action suits that seek $30 million for
damages to Arkansas cotton fields allegedly caused
by one of the company's herbicide products.

The three lawsuits, filed in federal and state
courts in Arkansas on behalf of nine farmers,
charge that American Cyanamid's Scepter herbi-
cide stunted and in some cases destroyed cotton
crops.

Scepter, an herbicide intended for use on soybean
crops, was sprayed on soybean fields that farmers
later used for growing cotton, according to a Cyan-
amid spokesman.

Some Arkansas farmers have accepted a Cyana-
mid offer to pay the costs of digging up their fal-
tering cotton and replanting soybeans in their
place, the spokesman said.

Other farmers who have opted to continue grow-
ing cotton have received Cyanamid's assistance as
well, the spokesman added. The company has hired
seven additional experts on agriculture and cotton
to analyze the problem and work with the farmers
to help produce healthy crops.

However, nine farmers-all represented by the
Osceola, Ark., law firm of Fendler, Gibson & Bear-
den-have filed class action suits in the U.S. Dis-
trict Court for the Eastern District of Arkansas in
Jonesboro, another in the state circuit court in
Blytheville, and a third in the state circuit court in
Osceola, says a Cyanamid spokesman.

The farmers claim that "Cyanamid was negligent
in the manner in which it distributed and marketed
Scepter, failing to adequately test and monitor the
effect of Scepter on cotton which followed the
planting of soybeans in a rotational crop situa-
tion."

They further claim that "Cyanamid failed to give
due regard to the safety of crops which followed the
application of Scepter herbicide."

Cyanamid has not yet filed answers to any of the
complaints, according to the spokesman, who holds
that "Scepter was properly tested and sold in good

faith" and views the lawsuits as "premature."
"They didn't give us a chance to make amends

and instead they just sued us," he said. "We hope to
settle the suits amicably."

The spokesman declined to comment on Cyana-
mid's insurance coverage.

While Scepter has had a positive affect on soy-
bean crops, the residual presence of the chemical in
the soil has been a catalyst in the stunting of thou-
sands of acres of cotton, according to the Cyan-
amid spokesman.

Scepter normally degrades when exposed to nor-
mal amounts of moisture in the soil, the spokesman
said. But severe drought conditions in Arkansas
this year have prevented all of the chemical from
dissolving, thereby stunting and in some cases de-
stroying the cotton, he said.

"The product was tested properly and sold in
good faith. The only problem we had was the
weather," he added.

Of the 45 million acres of land treated with Scep-
ter, only two-tenths of 1 % have been negatively af-
fected, the spokesman said.

Although 20% of cotton crops currently having
growth problems will recover and have a normal
fall harvest, 60% will have a minor reduction in
yield and 20% will suffer a very significant reduc-
tion in yield, he adds.

"A number of cotton fields we've tracked have

had good growth and recovery, and we expect nor-
mal yields from most of the fields," says Jim Camp-
bell, technical director for Cyanamid's crop pro-
tection chemicals.

The Cyanamid spokesman said that the majority
of farmers whose crops have been affected by Scep-
ter are cooperating with the company and that
Cyanamid intends to compensate them for their
losses. Cyanamid will monitor additional mainte-
nance costs and production losses incurred by the
farmers, and reimburse them this fall, he said.

"We hope that we can work through this problem
on a case by case basis and settle with the farmers
involved," the spokesman said. "We want to find a
solution that is satisfactory for all involved."

RIMS to host charity golf, tennis tourney
MEMPHIS, Tenn.-The Memphis chapter of the Risk

& Insurance Management Society is hosting a Charity
Golf and Tennis Tournament Aug. 20 to raise funds for
risk and insurance management scholarships.

All proceeds from the gold and tennis tournament
will be donated to Memphis State University for the
establishment of a scholarship fund for students who
have chosen risk and insurance management as their
field of study.

Insurers, agents and brokers, risk management ser-

July 1987

vice providers and RIMS members have made contri-
butions to become sponsors of  the tournament, which
its planners hope will become an annual event.

Participation is limited to the first 100 entries, al-
though anyone may attend a cookout following the
tournament.

Anyone wishing to donate funds or services, or to
participate in the charity tournament, should contact
Curtis Zanone, president, RIMS Memphis Chapter,
901-922-3031. •

This announcement appears as a matter of record only.

$46,662,000

ISF Limited Partnership
The Insurance Seculities Fund Limited Partnership

is organized to invest in the securities of
insurance and insurance related companies.

The limited partnership interests were placed privately
with domestic and international investors by the undersigned.

The Sponsors of the Fund are Massachusetts Fiduciary
Advisors, Inc., the portfolio manager, and Alex. Brown & Sons, Inc.

Alex. Brown & Sons
Incorporated
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the proiessiohal) marketplace
RATES AND CLOSING TIME:

Rates: Display classified 15 $86.25 per column inch, minunum of one tnch Strmght class¢ied is Closing: Published every Monday. Copy must be in typewritten form by noon Tuesday, 6
$7.00 per kne, muumum of 5 lines. Count 34 characters per line (include each space and days preceding pubhshing date. No verbal phone copy accepted. Prepayment required

punctuationas a character). Additional $1300 charge for blind box ads. Only those responses for straight advertisements. Mailads to Margaret Hikido, Classified Advertising, 740 N.
which jit into a business size envelope will befowarded. Responses arefowarded daily. Rush St., Chicago, IL. 60611. For more information call 312-649-5340.

BUSINESS OPPORTUNITIES HELP WANTED

AGENCY/BROKER SPECIALIST
PROPERTY-CASUALTY Bl Classifieds

HARVARD AIMES GROUP RETAIL TRUCK AGENCY ASSOCIATE ACTUARIAL ANALYST AND

SELF-FUNDED MARKETS
Executive Search PRODUCERS WANTED We are a growing forty year old all- RISK AND INSURANCE CONSULTANT

lines Insurance agency in downtown Responsible for applying knowledge of
SUE HALE & ASSOCIATES assure Risk Management, Benefits and Due to program expansion, we are Chicago, representing several major mathematics, probability, statistics,

EXECUTIVE SEARCH & RECRUITMENT Insurance Professionals carriers Due to the expected retire- and principals of finance and business
MR BOB F REECE top quality currently seeking experienced, 11 ment of a prmcipal, we are seeking an to problems relating principally to ca-

2596-C Reynotda Rd
6 Holcomb St PO Box 16006 censed, retail producers to repre experienced producer, preferably with sualty insurance for health care insti-

Winston Salem, NC 27106 results! West Haven, CT 06516
a small book of business of his own, to tutions, corporations, governmental

sent "A' rated truck physical dam Join our agency The person whom we bodies and insurance companies De-
(919) 724-0234 (203) 933-1976 age Drogram in the following states

are seeking can look forward to estab- termines rates and reserves and estab-

lishing an equity position in this lishes Drobability tables based on anal-
Flor,da, Georgia, Kentucky, Missls agency Please send resumes to Box ysts of statistical and other pertinent

, sipp, Oklahoma, Virginia and W Vir
2324, Business Insurance, 740 Rush data Consults with health care institu-
St, Chicago, IL 60611-2590 tions, corporations, governmental

ginia bodies and insurance companies re-

RISK MANAGER FINANCIAL SERVICES Please -eply to
WANTED garding the planning, directing and

Growing company representing 46 university hospitals nationwide has an BROKER
coordinating of risk and insurance pro-

Box 2320. Business Insurance RETAIL INSURANCE AGENCY grams to control risks and losses m the

opening for a creative self-starter with excellent communication skills Professional Liability Dept of a lead 740 Rush St
casualty area Analyses and classifies

Position to oversee the ,nsurance activities of an expanding profess,onal
Metro Chicago Loop agency s in risks as to frequency and potential se-

Ing wholesale/specialty Insurance
liability group purchasing program Includes the following duties claims

Chicago, IL 60611 2590 terested in discussing acquisition/ verity, measures financial impact of

operation is seeking a broker to loin risk on company and selects appropri-

administration and reporting, nsk management program development merger of commercial lines oriented ate techniques to minimize losses Must
its metropilitan New York office The have knowledge of finance, economies,

assistance for Consortium members, marketing of the program, partici- successful candidate needs to pos
agency having solid markets and a sta insurance and reinsurance Must have

pation In Insurance negotiations with underwriters, coordination of mem- . sess a working knowledge of D&0/ ble book with premium writings excess experience in using various computers
ber task force activities Bachelor's degree required, advanced degree

imain frame and personal computers)

E&0 markets, have a familiarity with of $500,000 Producers/key individuals or mathematical and computer graphic
preferred, with 10-15 years expenence preferable, Including clinical financial statements, and be well

QUALITY PEOPLE to join our firm Pnce and terms are presentations of analysis to clients
training and risk management expertise Excellent opportunity to shape versed on today's business issues

QUALITY COMPENSATION Must have a Masters Degree m Insur-

your future Well paying with full benefits Please send you resume to
negotiable Reply in confidence to Box ance or Actuarial Science or equiva-

Salary commensurate with expert Producing qualiN products and 2322. Business Insurance. 740 Rush tent Must have five (5) years expert-
Rod Klein ence, please send resume to se-vices requires experienced ence in a professional position utilizing

University Hospital Consortium, Inc.
St, Chicago. IL 606112590 actuarial and insurance or reinsurance

Box 2311 Business Insurance, 740
One Mid America Plaza, Suite 624

quality people Our Michigan knowledge A Ph D in Insurance or Ac-

Rush St, Chicago, 111 60611 2590 unit is expanding and we have
tuarial Science or related field may be

Oakbrook Terrace, IL 60181 substituted for up to three (3) years
openings for experienced pro- HEADQUARTERS FOR work experience Salary $30,000 per

fessionals EMPLOYEE BENEFITS PERSONNEL year, 37 5 hours per week App"ly
Georgia Department of Labor, 1275

• Software Marketing Repre- SERVING AU AREAS INCL Clarendon Avenue Avondale Estates,
Georgia, 30002, or to the nearest Geor-

RISK MANAGEMENT OPPORTUNITY
PRODUCER/MANAGER sentatives ACTUARIAL BENEFITS CONSULTING, gia Job Service Center

WANTED • Software Training Specialists COMPENSATION AND BENEFITS MGMT

We are a major, privately held U S corporation with a reputation for suc- Mature commercial producer with ex- • Senior Programing Managers CAU BILL KELLY

cess and excellence within the construction and mining industries penence or interest In sales manage- Please call Mark Dom, Pranci-
ment Position involves new sales as

INSURANCE SPECIALIST

Our insurance department has the responsibility for designing, installing pal, at (313) 261-4440, to dis- don HOWARD Nebraska Public Power District has an

and managing all of the corporate surety, property, causualty and A&H well as sales management and training cuss in confidence your back- PERSONNEL immediate opening for an Insurance

programs We utilize a domestic captive and a subsidiary agency along for large, professional agency
Specialist The responsibilities of this

ground Resumes may also be position will include various property-
with commercial carners and brokers to obtain the most desirable results MINIMUM REQUIREMENTS casualty insurance and risk manage-sent to TILLINGHASTCPCU, CLU or ARM degree Stable 135 WILLIAM STREET ment activities such as preparing spect-
The successful candidate will have a minimum of flve years experience A employment history $200,000-book 33063 Schoolcraft Road fications and underwriting information

construction related background is definitely a plus, but a sound general
NEW YORK, N Y 10038 to process insurance coverage renew-

corporate nsk management background or property/casualty company ex-
(commission income) to be purchased Livonia. Ml 48150

(212) 2279000 als developing preliminary insurance
bugets, property-casualty claims ad-

penence will also be considered by our agency at a multiple paid based ministration, overseeins various as-
on retention over four (4) years

Responsibilittes include participation in decision making m all areas of the
pects of insured and sell-insured pro-

POSITION grams, and implementation of effective
department Reviewing specifications and current policies from a coverage risk management techniques To meet

and cost viewpoint are among primary areas of this insurance analyst
Sales manager, leading to vice prest- UNDERWRITING SUPERVISOR the challenges of this position, the ap-
dent Sales benefits Salary in $50,000 plicant must have a Business Degree

position in our risk management department Mecical Claims Service, Inc an administrator of self-funded benefits, I and three years experience in a corpo-
range, plus 30% new/renewal com-

Please submit resume with complete salary history All information will be seeking a Stop Loss group underwriting supervisor with a minimum of 3 rate Risk Management Department,
mission on book of business Car ex- Brokerage Firm, or Insurance Com-

held in strict confidence pense account bonus profit sharing years exper,ence for a growing Boston office Duties will include pany Position offers a competitive
starting salary with excellent benefit

PETER KIEWIT SONS' INC Chicago/suburban area package to include relocation assis-
Attn Personnel Dept "We're Building the Best"

Supervision of 2 underwriters tance Qualified applicants please send
2 Review and underwrite all renewal and new business quotations prior resume with salary requirements by168 Kiewit Plaza Reply to August 14, 1987, to Steve Albers, Ne-

Omaha, Nebraska 68131 Box 2321, Business Insurance To issuance braska Public Power District, Depart-
Phone (402) 342-2052 ment of Human Resources, P O Box

740 Rush St 3 Undertake rate negotiations with Insurers and reinsurers
An Equal Opportunity Employer M/F

499, Columbus, NE 68601 EEO-M-F-
Chicago, IL 60611-2590 4 Serve as a hason between sales, underwriting and claims dept H-V

5 Assume responsibilitles for setting up new accounts on the com-
puter

CORPORATE LOSS MANAGER An excellent salary and benefits package makes this posmon especially CASUALTY ADJUSTER

Adjust Auto/CGL claims under self in-
attractive to the right person Please submit resume to surance plan Investigate W C claims

Medical Claims Service
Minimum 1 yr exp in field Send re-
sume for further cdetails to Indiana Unt-

Digitalhasitnow
119 Beach Street versity, Property & Casualty Insurance

Dept, 400 E 7th St , Bloomington, IN

Boston, MA 02111 47405 (812-335-9758) Equal Opportu-
nity Employer

Attn: Office Manager

CORPORATE LOSS MANAGER

Find Corporate
You will represent us in the insurance in- Corporate Manager of Safety
dustry and related legal matters and be Risk Manager

Success. responsible for the Domestic and Inter- & orkers Compensation HCB Contractors, a nationwide

national Corporate Claims Operations, m- general building contractor with
headquarters m Dallas, Texas, has

cluding claim financial controls, loss mitiga- A Southern M st Fortune 125 company has an excellen an opportun ty for an Insurance
For over 30 years, Digital tion and subrogation. You will also manage op n ty for a resul ented professional to direct he profess onal Major responsibilities

Equipment Corporation advites of our Corporate Program Our accele ated growth
our msurance subsidiary loss reserves and be nc ude management of property

high standards of excellence require a pro professional and casua ty nsu ance A tho
has been committed to find- responsible for assuring their profitability wth the following qual'fications rough know edge of nsurance and

ing ways to bring the most To qualify, you should have a combined 50 yea e expe,ience managing co po ate safety and
const uct on cont acts s equired
The R sk Manage w 11 meract with

advanced technologies intO degree m finance and insurance or equiva- wo kers' compensation prog ami
Wo king know ege of multip e states' safely & wo kers' all levels of management and in-

the everyday work place. tent A minimum of 10 years' experience and compensation awe surance compan es perta ning to

And we've been successful
omperty and casua ty exposu es

significant exposure to international opera- • Ability to nte act with execut ve management at both

Today, we're the world's tions are required.MBAls desired JD ts corporate and div monal leve * A Bachelo s deg ee with empha

Educational background must include technical quall- s s n nsu ance Is p efe ed, p us

leading manufacturer of net- preferred lications. Bachelo s degree requi ed. MS o MBA 5 years expe ence n R sk Man

worked computer systems, Find out what lt's like to be the best Send p efe ed agement ARM and/o CPCU s
• Exce lent w itten and verbal communications skills also pete red

and there are no limits to your resume to. Pamela Gosselin Dep - • Safely tram ng and program development

our future potential Now ment 0806 7779, Digital Equipment CSP
Fo cont dentia conside at on

Corporation, Nagog Park 01-1/F8you have the opportunity to
p ease send you 6sum6 to

This is a unique opportunity to join a prog ive organizauon
Acton, MA 01720. where your business deasions will have an impact

Vice Presiden
share in the success of our HCB Contractors

dynamic organization. We are an affirmative action employer We oler an excellent compensation package full health 4600 InterFirst One
benefits complete relocabon program, and the opportun ty for Dallas, Texas 75202

mian(Imn
onal and professional growth If your qualificabons and ex

perlence meet our requirements, we invite you, in confidence to
forward your resume and salarv mauirements to John Brown,
PO Box 11, Mid City Station, Dayton,-OH 45402. An Equal 1==CB

ortunity Employer, M/F CONTRACTORS

Equal Opportunity Employer



Nationwide lifts commercial account ban
Nationwide Insurance Co of Columbus, Ohio, is lifting its

moratorium on new commercial insurance underwriting markets Travelers also plans to launch international employee ben-
efits offices in New York and Chicago

According to a spokesman for the company, Nationwide Ann P Leeds has been named managerwill "gradually re-enter" the market by writing only new of the new office, which lS located at 225
commercial property insurance and package plans Mr Lemma served as vp In addition, Mr Lemma worked for Lennon Lane, Walnut Creek, Calif 94598,"We are just beginning to get our feet wet," he said two years as a general manager for the Tim Meier Organi- 415-945-4000

Effective Immediately, each Nationwide region is free to zation, a Beaverton, Ore -based car dealership Travelers also has expanded its pre-
write new and renewal business up to its capacity, said the "After years in the insurance industry combined with front ferred provider network into Chicago and
spokesman Each region sets its own capacity, he added line experience in dealership management, the need for in- Southern California

In April 1986, Nationwide issued a moratorium on most side knowledge became glaringly apparent," said Mr Travelers Preferred-Chicago has 27 hos- '
new commercial lines underwriting to reduce its gross pre- Lemma pitals and more than 1,000 physicians in ti

'94mium volume 15 4% to $1 1 billion from $1 3 billion Columbia Risk Management Services Inc offers dealers ltS provider network
But, according to the spokesman, the company is "on target "inside knowledge from their own mdustry combmed with Travelers Preferred-Southern California

toward the $1 1 billion premium goal " the knowledge from the insurance industry," he said has 36 hospitals and more than 2,900 phys- Ms. Leeds
The Gulf region, which includes Florida, Georgia and Ala- According to Mr Lemma, the firm emphasizes loss control lelans in its provider network

bama, began writing new business on Aug 1 The New York Columbia Risk Management lS located at 200 Market For more information about Travelers Preferred-Chicago,
region is expected to follow suit shortly Building, Portland, Ore, 97201, 503-223-5897 contact Brian Heller, executive director, 120 S Riverside

Plaza, Suite 954, Chicago, Ill 60606, 312-930-9797
CIGNA enters Korea Employee benefit firm For more information about Travelers Preferred-Southern

California, contact Thomas Gannon, executive director, 2600
Life Insurance Co of North America, a subsidiary of The Lockton Insurance Agency of Kansas City, Mo, has Michelson Drive, Suite 600, Irvine, Calif 92715, 714-553-

CIGNA Worldwide Inc of Philadelphia, has been granted a launched an employee benefit firm 9444
license to operate in South Korea Lockton Benefit Corp will offer a wide

According to CIGNA, LINA lS the first non-Korean life range of services including group insur-
insurance company to be admitted into South Korea in more ance brokerage, retirement plans, benefit Mergers/acquisitions
than 40 years planning and consulting, financial plan- Mariner Insurance Group Inc. of Dallas has acquired

Initially. the company will write about $4 million in indi- ning, cafeteria plans and executive and Commodore County Mutual Insurance Co. of Dallas
vidual and group life insurance premiums The company deferred compensation plans Arthur J. Gallagher & Co. of Rolling Meadows, Ill, hashopes to write $13 million in premiums by 1990 Samuel R Reda has been named presi- signed a letter of intent to acquire Joseph Bobba Co. Inc., a

Chris Athanassiades has been appointed general manager dent of the new company Most recently, Dublin, Calif -based brokerage
of the South Korean LINA operations in Seoul For more Mr Reda was senior vp-marketing for Northwestern National Life Insurance Co. of Minneap-
information contact Mr Athanassiades at Nae Wei Building, Connecticut General Life Insurance Co in

m
olis has acquired Senior Health Plan Inc., a Minneapolis-14th Floor, Seoul, South Korea, 011-82-2-757-1461-70 Dallas based health maintenance organization In addition, Jim

For more information contact Mr Reda Mr. Reda
Lauer has been appointed chief executive officer of the

Met Life enters Spain at Lockton Benefit Corp , 7400 State Line HMO Previously Mr Lauer was manager of NWNL's Seattle
Road, Prairie Village, Kan 66208, 913-676-9000 regional group office

Metropolitan Life Insurance Co of New York and Banco de Radian Corp., a subsidiary of The Hartford Steam BoilerSantander, one of the largest banks in Madrid, have an- Claims manager Inspection & Insurance Co of Hartford, Conn, has acquirednounced plans to launch a Spanish insurance company in a Rexnord Technologies, a Milwaukee-based unit of Rexnordloint venture Self Insurers Services & Underwriters Inc has spun off a Inc that specializes in technical services, systems engi-
"The Spanish insurance market appears to have great po- new third-party administration company to provide claims neering and environmental management

tential for growth," said John J Creedon, president and chief management services to self-funded health benefit plans
executive officer of Met Life Self Insurers Plan Administrators Inc offers expertise in New officesMet Life's entry into Spain is part of a series of moves to group life and disability, dental care and prescription card
expand internationally In 1985, the company expanded into plans Burns & Wilcox Ltd. has opened a new office at 2920 Ethe United Kingdom by purchasing Albany Life Assurance SIPA's services will be marketed to trade associations and Northern, Suite 100, Phoenix, Ariz 85028-4802, 602-992-
Co Ltd And, earlier this year, Met Life opened a representa- small businesses in Florida 2837
tive office in Tokyo SIPA 15 located at 7820 S Holiday Drive, Suite 210, Sara- RFC Intermediaries Inc. has opened a treaty brokeragePlans are for the Spanish insurer to offer a wide variety of sota, Fla 33581, 813-923-1002 office, which lS being operated out of ltS headquarters atinsurance and pension products

1117 Perimeter Center West, Suite N-500, Atlanta, Ga
New benefits office 30338, 404-392-9541

New risk consultant The PPO Alliance has opened an office at 595 Maiket St ,
Travelers Corp has opened an international employee ben- Suite 2020, San Francisco, Calif 94105,41 5-777-2311

Frank Lemma, formerly a partner in Lemma, Gill, Cusick, efits and pension office in San Francisco Alexander & Alexander of New Jersey is relocating to
Hensley Insurance Agency in Portland, Ore, has formed his "By being closer to our Western customers, we'11 be able to 1280 Wall St W, Lyndhurst, N J 07071, 201-507-6100
own risk management consulting firm that specializes in new provide faster, more effective service to clients, brokers and Synergy Health Systems Inc., a Dallas-based manufal-car dealerships consultants," said Michael G Sandmann, second vp-interna- turer of claims processing software, has relocated to 13851

Lemma, Gill, Cusick, Hensley was acquired by Rollins tional department Previously, Western regional business was Dallas Parkway, Suite 310, Dallas, Texas 75248, 214-233-
Burdick Hunter Co in October 1984 After the acquisition, handled from Travelers Hartford, Conn, headquarters 9087 .

Bermuda won't form insurance QUANGO
By ROGER SCOTTON

bermuda briefs "Time and the attendant legal costs are
often not an issue" for plaintiffs and defen-HAMILTON, Bermuda-The Bermuda dants "in these matters, but time is very im-

government has dropped the Idea of forming portant to the court A boundary dispute
a new body to oversee the development of the stalled tax treaty with the United States, ac- heves that Bermuda may soon have to con- with a neighbor is just as important ab a
island's insurance industry cording to aUS diplomat sider establishing a commercial court to cope multimillion-dollar dispute between com-However, the government plans to switch James Medas, recently appointed U S with the steadily increasing number of civil panies," he explained
responsibility for policing the industry to the consul general to Bermuda, told members of cases brought by Bermuda-based companies
Bermuda Monetary Authority the Bermuda Insurance Institute that the Justice Collett, 60, who will leave Bermuda Amberco saleAfter working for more than a year on treaty, which would exempt premiums paid this fall to become chief justice in the Cay-
plans to form a QUANGO-a quasi-autono- by U S policyholders to Bermuda-based in- man Islands, has presided over at least three Amberco Brokers Ltd , the Bermuda-based
mous non-governmental organization-the surers and reinsurers from federal excise major commercial cases over the past year, brokerage and management company, iS ac-
Ministry of Finance announced last month taxes, was following a normal course (BI, including the litigation involving Mentor In- quiring Amberco shares held by its partnerthat it had bowed to private-sector pressure July 21, 1986) surance Ltd and Pinnacle Reinsurance Co Conning & Co in an equity swap deal in-and scrapped the project He said tax treaties take an average of two Ltd (BI, July 6) volving stock in a newly formed affiliate inThe QUANGO was to have been given the years to ratify and the quickest was 10 And, he says he has already heard "rum- the Cayman Islands
job of doing for the island's international months-the length of time the Senate has blings" in Bermudian legal circles about the Under the terms of the proposed deal,
business sector what that Ministry of Tour- been considering the Bermuda treaty need for a ]udge specializing in commercial which is not expected to include a cashism does for Bermuda's bread-and-butter in- Dismissing fears that a Democratic-con- cases in a jurisdiction with an image as an transaction, Conning, a Hartford, Conn -
dustry nurture it and help promote it Fi- trolled Senate offers little hope of ratifica- international business center based consulting and investment firm, is be-
nance Minister Clarence James said the tion, he described the treaty process as non- "I think that the question of a commercial lieved to have been offered stock in Sher-
government had decided to use existing faci- partisan and said that tax treaties are con- court or commercial division could well be- burne Insurance Co, a company Amberco
lities to meet the same goal sidered on their merit rather than on come a live issue in the next five years be- established in the Cayman Islands last year

Under the revised approach, the Bermuda political lines cause of the number of cases coming through to write errors and omissions insurance forMonetary Authority, which administers for- But, Mr Medas, a former White House aide the courts," said the Judge, who came to Ber- small to medium-sized insurance agencies
eign exchange controls, is to be given re- appointed to the Bermuda post just two muda as attorney general in 1973 Amberco President John MeGarrity, who
sponsibility for policing the insurance indus- months ago, made it clear it could be some "There is already a need for someone fa- with Conning & Co helped form Amberco intry, work now earned out by the island's time before the Bermuda treaty is passed miliar with the handling of cases of this kind October 1981, refused to discuss the trans-Registrar of Companies And, he hinted that approval may be de- who will be able to get through the work action or the reasons behind it

The Monetary authority also will regulate layed until a new president takes office in quicker But when the court gets to a certain But sources say the deal will pave the waythe activities of Bermuda's three banks, ltS 1989 size, a commercial division is worth looking for expansion of Amberco's Bermuda office,trust companies and the Island's rapidly ex- "I don't think it will be a case of getting in at," he said which currently has a staff of 12 and brokers
panding community of mutual fund opera- under the wire," Mr Medas Justice Collett hinted that the current Ber- reinsurance and manages four captivestions New legislation governing financial The ratification of the Bermuda treaty 15 muda legal system could become overloaded Amberco currently is advertising for six
services is now being drawn up, but lt lS nOt "complicated" because it involves an agree- with commercial cases and preclude other new staff members, Including two vps-one
expected to affect Bermuda's insurance law ment with a tax-free Jurisdiction litigants from resolving disputes within a for accounting and another to manage the

reasonable length of time preparation of reinsurance contracts
Tax treaty Litigation overload Justice Collett also noted that legal cost "It's true that we are looking for five or six

constraints are ignored in corporate litiga- people, but I can't discuss what's behindBermuda should not give up hope on the Supreme Court Judge Gerald Collett be- tion involving hundreds of million of dollars this," Mr MeGarrity said
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Equal New California ballot proposal sought
Opportunities LOS ANGELES-Californians ,| solved consumer complaints

will vote on several key tort law 1 around the states The six-member board is com-

Eac h we ekly issue of changes if the Assn for California I posed of three appointees from

Business Insurance gives Tort Reform lS successful in plac- each department

ing an initiative on the June 1988 to become licensed," the spokes- to be lacking The board will handle com-

you an equal Opportunity ballot man said, adding that the claims Currently, lawyers' professional plaints such as disputes over reim-

to reach and motivate The proposed initiative was de- administrator was in the process of liability insurance is treated as an bursement for emergency care at
veloped with the California Cham- obtaining a license when fined open competition line by the Bu- non-HMO facilities and accessibil-

Bl's more than 133,000 ber of Commerce and was filed Also fined by the department reau of Insurance ity to specialists It will handle

with the state attorney general's was Prudential-LMI Commercial The Oct 1 hearing will begin at these complaints only after mem-purchasing influentials office last month, said Frank Insurance Co of Mansfield, Ohio, 10 a In at the Corporation Com- bers have exhausted an HMO's in-
top administrative Schubert, association manager for $15,000 for workers compensation mission's 13th floor courtroom, ternal complaint procedures with-

the ACTR violations Jefferson Building, 1220 Bank St out resolutionand financial executives, California voters approved the According to Robert Sidwell, se- in Richmond The state already requires all

risk managers, employee elimination of mint and several li- nior vp and general counsel for HMOs to have an internal griev-

ability for non-economic damages Prudential-LMI, the company has Rate increase rejected ance procedure to handle enrollees'
benefits managers and through another ballot initiative, paid the fine and corrected the complaints

the agents and brokers Proposition 51, in June 1986 (BI, errors, which he described as "ad- BATON ROUGE, La -Louisiana

June 16, 1986) ministrative entanglements " physicians and hospitals that pur- Work comp claimswho serve their needs. The latest proposal contains a Mr Sidwell also noted that the chase medical malpractice insur-

laundry list of tort law changes errors occurred before Prudential ance from St Paul Cos Inc units NE W YORK-0 kla homa re-

When you want to reach that both the ACTR and the Cham- acquired Lumbermen's Mutual In- have been spared a 42 1% rate in- places the District of Columbia in
ber have been pushing in the Cah- surance Co in October 1986 crease that had been sought by the the list of the 10 U S lutisdictions

your prime audience, the fornia Legislature for seveial The department also fined Han- insurer with the worst underwriting re-
Business insurance years over Insurance Cos of Worcester, The Louisiana Rating Commis- sults for workers compensation in-

Tentatively called the Fair Lia- Mass, for workers compensation sion last month denied St Paul's surers in 1985, according to the
audience is unequalled! bility Act, the proposed initiative violations request to increase rates, saying it National Council on Compensation

would A spokesman for Hanover said did not adequately prove the rate Insurance
PUBLISHING li CLOSING • Limit attorneys' contingency the company will pay the $5,000 hike was needed In Oklahoma, insurers' losses,
DATES DATES fees to one-third the first $100,000 fine and that the violations were Louisiana Insurance Commis- expenses and paid dividends ex-

of an award, 25% of the next for "very routine" administrative sioner Sherman A Bernard said in ceeded premiums by 31%, repoited
$100,000 and 10% of any amount procedures a statement announcing denial of Philip Borba, the NCCI's director

Jun 1 May 19 greater than $200,000 The Florida Insurance Depart- the rate request that the insurance of economic research
• Provide a collateral source ment also fined three other insur- company's method of justifying the That netted Oklahoma the ninth

Jun 0 May 27 offset that would reduce judgments ers $1,000 for miscellaneous viola- rate hike was too radical a depar- spot in the list of the 10 worst
by the amount of payments a tions ture from methods used in previous jurisdictions

Jun 15 Jun 3
plaintiff may be entitled to under years In the District of Columbia, the

Jun 22 Jun 9 any health insurance plan or simi- Delaware tort reform A spokesman for the commis- comparable figure was 9 1%, Mr
lar payments sioner's office said the Rating Borba said

Jun 29 Jun 17 • Require that a defendant's DOVER, Del -The Delaware Commission and St Paul had The other jurisdictions on the
guilt be proved "beyond a reason- House has tabled comprehensive agreed that the insurer's method of NCCI's list and the percentages by

Jul 6 Jun OA able doubt" before punitive dam- tort reform legislation, killing any calculating rates "needed to be up- which insurers' losses, expenses
ages may be awarded chance that a bill will be passed dated " and paid dividends exceeded the

Jul 13 Jun 00 • Eliminate liability in cases this year But the spokesman added that premiums, are Maine, 96 2%,
where harm results from a product Under the measure, H B 281, pu- changes used in figuring the most Rhode Island, 58 7%, Kentucky,

Jul 20 Jul  if the harm was caused by an in- nitive damages woad be capped at recent rate request were "too radi- 557%, Texas,5 2%, Montana,
herent characteristic of the prod- three times the amount of an cal " 51 6%, Louisiana, 45 9%, New

Jul 47 Jul uct that is widely known and un- award for compensatory or eco- The commission ''felt the Mexico, 35 7%, Georgia, 34 7%,
'.I

derstood by the public nomic damages changes should be more moder- and Minnesota, 30 2%

Aug 3 Jul 22 • Provide immunity from liabil- In addition, in cases involving ate," he added The list of states lS diawn from

ity for voluntary directors and of- multiple parties, a defendant's lia- However, a St Paul spokeswo- the 40 states in which the NCCI

Aug 10 Jul 20 ficers of not-for-profit organiza- bility would be limtted to the per- man said the insurer was surprised recommends rates for member in-
tions centage to which it was at fault the rate increase was not granted surers

Aug 17 Aug 5 • Prohibit the Legislature from The measure also would allow "We had been working closely Despite losses in those states, the

changing this initiative or the the defense to introduce a plain- with the Insurance Department" market for workers compensation

Aug 24 Aug 12 Medical Injury Compensation Re- tiff's collateral source income as regarding the rate hike, she said insurance nationally is competi-
form Act without a two-thirds evidence during a trial The spokeswoman said it was tive, Mr Borba said

Aug 31 Aug 18 vote MICRA limits the amount of "We simply didn't have the undecided whether St Paul would In 1985, employers were able to
damages that can be recovered in votes," explained Robert Byrd, vp compile more data and resubmit ltS buy workers comp insurance from

Sep 7 Aug 26 medical malpractice suits of the Delaware State Chamber of request or seek a smaller increase 376 groups of Insurers, some of
Mr Schubert says he lS confident Commerce in Wilmington The insurer's last medical mal- which Included more than one in-

Sep 14 Sep 2 that the association can collect the Mr Byrd added that business practice rate hike in Louisiana was surance company, Mi Borba
required 372,000 signatures needed groups intend to make a new effort a 386% increase granted in July noted

Sep 21 Sep 9 to place the proposal on the June in the next few months to convince 1986 Buyers are facing rate hikes pri-
1988 ballot Signature drives are legislators to pass tort reform leg- St Paul writes medical malprac- mainly due to nsing medical costs,

Sep 28 Sep 15 awaiting a ruling from the attorney islation tice coverage for 1,600 physicians Mr Grippa of the NCCI explained
general that the proposal is appro- in Louisiana, which amounts to Data show that two-thirds of the

Oct 5 Sep 23 priate for an initiative vote Lawyers' rates 18% of the market, according to the rise in medical COStS lS due to the

Oct 12 Sep 30
spokeswoman severity of injury, and one-third lS

Florida fines RICHMOND, Va -The Virginia The insurer writes malpractice due to an increase in the number of

Oct 19 ()ct 7 Trial Lawyers Assr- contends that insurance for about 32 hospitals, 01 claims, he said
TALLAHASSEE, Fla -The insurance rates for lawyers' pro- 21% of the Louisiana market, she Adding to these costs iS the in-

Oct 26 Oct 13 Florida Department of Insurance fessional liability coverage appear said creased cost of home health caie

has fined Benefit Administrators excessive compared with insurers' Coverage for doctors and hospi- services for recuperating workers

Nov 2 Oct 20 of America Inc of Des Moines, experience in the state tals will not be mterrupted because With the increase in two-income
Iowa, $20,000 for operating with- As a result, the Virginia State of the rate request denial, the spo- families, the spouse of an injured

Nov 9 Oct 28 out a valid certificate of authority Corporation Commission will hold keswoman said worker often lS unable to care for

And, in unrelated actions, the a public hearing in October in the in]ured worker full time, as
Nov 16 Nov 3 Florida department also levied Richmond to determine whether Grievance board was the case often in the past,

fines totaling $23,000 against sev- there lS sufficient Competition in which has increased the cost of

Nov 16 Nov 3 eral insurance companies for van- the lawyers' professional liability TALLAHASSEE-The Florida home care
ous violations insurance market Insurance Department and the In addition, some insurers are

Nov 23 Nov 11 Benefit Administrators has paid Under a new state law, the state state's Department of Health and now pricing workers compensation
the $20,000 fine and received ltS Corporation Commission is re- Rehabilitative Services, which coverage to better reflect ltS true

Nov 30 Nov 18 certificate of authority, according quired to order a 60-day advance jointly regulate health mainte- costs, including the need for in-
to a company spokesman filing of rates for any line of insur- nance organizations, have formed a creased claims reserves, NCCI offi-

Dec 7 Nov 25 "It was never our Intention not ance in which cormietition is found grievance board to handle unre- cials noted (BI, April 20) .

Dec 14 Dec 2 Letters
DeC 21 DeC 8 Continued from page 8 McKeon's side California asbestos coverage cases did not have

said exclusions would be attached, With respect to CGL insurance coverage for the same impact on Travelers that it had on
Dec 28 Dec 16 (2) To the extent that said exclusions are mere asbestos removal, very eminent counsel for the Business Insurance, I think you can rely on Tra-

clarifications of existing coverages, the insur- Asbestos Claims Council, a small group of major velers' lawyers as even better authority

.business ance commissioner finds that there lS no ob- insurance companies of which Travelers lS a As "the policyholders' lawyer," I, and others
lection to the approval of such exclusions member, conducted an exhaustive legal analysis like me, hope that the past will not be forgotten

On this basis, the pollution exclusion was ap- and, on June 28, 1983, concluded My partner, Irene C Warshauer, initiated the

insurance proved in West Virginia and elsewhere Thus, " most courts would probably hold that at discussions that led to the Wellington Agree-
even after the so-called pollution exclusion was least some of the alleged damages (in the school ment
added to the policy, there was CGL coverage for district asbestos removal cases) are covered I think she could do lt again but not if his-

New York (212)210-0133 damages caused by waste disposal, smoke, 'property damage' caused by an 'accident' or tory is going to be rewritten
Chicago (312)649-5275 fumes, air or stream pollution and contamina- 'occurrence' as those terms are used in the Eugene R. Anderson

Los Angeles (213)651-3710 tion of water supply or vegetation except wnere policies, thereby triggering the duty to 1ndem- Anderson Russell Kill

the policyholder Intended to do the specific nify " & Olick P C

damage that was done History is not on Mr If Judge Brown's decision in the marathon New York
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Insolvencies eral agents were between 11 and 20 years old
The GAO noted that the typical GAO officials said the absence of update

Contznued from page 1 insurance insolvency of the 19605 common traits among failed com-
Indeed, the report, released last and 1970s involved small com- panies was surprising, but more

week by House Commerce, Con- panies writing automobile insur- clues could emerge when the
sumer Protection and Competitive- ance agency completes a more thorough House hikes nuclear liability
ness Chairman James Florio, D- Today, though, It lS difficult to analysis The next study on insur-

Cont,nued from page 2N J, shows that substantial lnS01- develop a profile of the insolven- ance company insolvencies, which
However, several floor amendments were defeated, Including onevencies--those in which guaranty cies of the 1980s, according to the will attempt to better explain the

funds have had to assess more than GAO to exclude legal and administrative costs from the nuclear insur-causes, is not expected to be pub-
ance pool limits and another to abolish any liability ceiling$10 million-have been increas- "This iS because of the diverse lished until next year

In the event of a nuclear disaster, each nuclear reactor could beingly common nature of the companies, their lines While insurers complain about
assessed up to $63 million, not to exceed $10 million per year, toBetween 1984 and 1986, 18 in- of insurance, the reasons for im- the financial burden of paying
pay for claims and legal and administrative costs that exceed insur-solvencies resulted in assessments pairment and the economic and fi- guaranty fund assessments, the

of at least $10 million By contrast, nancial conditions existing at the GAO report observes that 32 ance coverage If that amount does not cover these costs, each reac-
between 1978 and 1980,just five time of failure," according to the states, plus the District of Colum- tor can be assessed an additional $3 15 million, after which Con-

gress would decide how to pay any additional costsinsolvencies occurred in which as- report bia and Puerto Rico, allow insurers
sessments by guaranty funds to- Indeed, a detailed GAO analysis to recover assessments made by
taled more than $10 million each of 49 insolvencies between 1977 guaranty funds through rate hikes American Reliance foils bid

While guaranty funds so far have and 1986 did not reveal trends Other states allow insurers to re-
CHERRY HILL, N J -American Reliance Insurance Co 's boardbeen able to cope with larger m- "Rather, lt showed they varied in duce the cost of assessments by

of directors unanimously rejected a $32 million bid by two inves-solvencies, experts are concerned size, scope of operations and lines offsetting-usually over a five-year
tors to obtain control of ltS subsidiary, American Reliance Group,about the future of insurance written," according to period-those assessments against
said Bruce W Herrick, president and chief executive officer"The funds really have not been the report premium taxes

Both companies are suing the investors, Louis P Guida andtested yet," said Les Cheek, senior For example, the size of those 49 But the GAO notes that some
George P Norcross III, in US District Court in Newark for "ma-vp-federal affairs with Crum & insolvent insurers, based on the have questioned if it is appropriate
terial violations" of the federal securities law related to inadequateForster Corp in Washington, D C number of states in which they to pass on the cost of assessments
disclosure of related financial information, Mr Herrick saidNot only the size, but also the were licensed, varied considerably through rate hikes or a premium

Mr Norcross, chairman and chief executive officer of Keystonenumber of property/casualty in- Some 19 companies were 11- tax offset
National Cos , a Cherry Hill-based broker, had no commentsurance company failures has in- censed in one state, while 16 were "In essence, those states that

The investors, who hold 6% of American Reliance Group's stock,creased in recent years licensed in more than 20 states Six provide for assessment recovery
were seeking a 67% share of the companyOf the 142 insolvencies, some were licensed in Six to 10 states, are passing the cost of paying an

42% have occurred since 1983, ac- while four were licensed in two to insolvent insurer's claims on to
cording to the GAO, with about five states, and another four were policyholders of other insurers JUA's malpractice rates steady
half of those insolvencies occurring licensed in 11 to 20 states through rate increases or to tax-

BOSTON-The Joint Underwriting Assn of Massachusetts willin six states New York, 18, Penn- Auto insurance was the ma]or payers through a premium tax off-
not raise rates in effect from July 1988 to June 1989 for the medicalsylvania, 16, California, 13, Texas, line-more than 50% of net written set," the report said
malpractice insurance it provides doctors, hospitals and dentists11, Florida, 10, and Illinois, 10 premiums-for more insolvent in- "This situation has prompted

The JUA requested an 8 5% rate increase from the Insurance De-The large number of insolvencies surers-21-than any other line concerns about whether it is ap-
partment while members of the Massachusetts Medical Societyreflects the high concentration of However, 16 of the insolvent insur- propriate to require homeowners
asked for a 6 1% decreaseinsurers in these states ers did not have a ma]or line to subsidize, through rate in-

The JUA and the medical society agreed to skip the lengthy andThat surge of failures, coming Workers compensation was a creases, for example, guaranty
expensive hearing process this year and "sit down and talk it over,after years of intense price compe- major line for four insurers, fol- fund payments to large commercial
said Richard Moore, executive director of the JUAtition, came as little surprise to in- lowed by surety, three insurers, insureds," the GAO report added

Although rates won't be increased until June 1989, some doctorsdustry observers other liability, two insurers, multi- Meanwhile, insurers also con-
may soon pay more for insurance because they will be reclassified"Many companies were forced by ple peril, two insurers, and rein- tend that due to competitive
as specialists, Mr Moore explainedcompetition to reduce prices to surance, one insurer pressures, they are not always able

The Massachusetts JUA lS underfunded by as much as $180 mil-below costs Predictably, some The assets of failed insurers two to pass the cost of assessments onto
lion, on a discounted basis, according to a recent study by thethen could not honor their con- years before liquidation also var- policyholders
National Coordinating Committee on Medical Malpractice JUAs intractual obligations," said Crum & ied For example, 18 insurers had The GAO report noted that nu-
Washington Insurer members of the JUA can be assessed up to 1%Forster's Mr Cheek between $1 million and $10 million merous proposals have been made
of their surplus to cover deficits, with a recoupment provision"You had intense market compe- in assets, 15 between $10 million to change the guaranty fund sys-

tition, a drop in investment income and $50 million in assets and eight tem Typically, after an insolvency,
and dramatic record claims losses between $50 million and $100 mil- licensed insurers are assessed the Benefits saved from Chapter 11
all at the same time Part of the lion in assets money as needed to cover the guar-

WASHINGTON-The Senate approved legislation late lastresult is insolvencies," said Tom On the other hand, four failed in- anty fund claim payments, with as-
month protecting the health and life insurance benefits of retireesO'Day, an associate vp with the Al- surers had less than $ 1 million in sessments capped at 1% to 2% of an
when their former employers file for bankruptcyliance of American Insurers in assets, while four had more than insurer's net direct written premi-

The bill, S 548, requires companies reorganizing under ChapterWashington $100 million in assets ums in the previous year
11 to continue paying retirees' health and life insurance benefitsState regulatory officials inter- Gross premiums written by the For example, the National Assn
until the company has negotiated a different arrangement or untilviewed by the GAO cited five failed insurers in the year before of Insurance Commissioners has
ordered to modify the payments by a bankruptcy judge The billmalor reasons for the rise in insol- liquidation also ranged widely considered-though never passed
would amend the Federal Bankruptcy Act to treat retiree healthvencies since the late 19705 Most failed insurers-21-wrote -a proposal that calls for pre-
and life insurance benefits as administrative expenses, which are• Cash-flow underwriting, premiums of $10 million to $50 funding of state guaranty funds
paid before other unsecured creditorswhich the GAO defines as under- million in the year before they col- Prefunding would allow insurers

pricing premiums to encourage lapsed Another 18 insurers wrote to know how much they will have
sales and obtain funds for invest- premiums of $1 million to $10 mil- to pay each year, while regulators Briefly noted
rnent lion, while six wrote premiums of would know that the money was

Argo Air International m Miami, the owner of a Boeing 377• Under-reserving for losses $50 million to $100 million Two available to pay claims, the report
propeller plane that crashed onto a Mexican highway last week,• Reinsurance problems insurers wrote premiums of more said
killing more than 40 people, has more than $20 million in liability• Fraud and incompetence than $100 million, while two insur- On the other hand, prefunding
coverage in the London market led by Orion Insurance Co PLC• Overexpansion ers wrote less than $1 million could jeopardize guaranty funds'

A definitive rehabilitation agreement for the insolvent Mission"You had insurers giving away The GAO study also found new tax-exempt status, as well as en-
the underwriting pen," said Jim insurers aren't the only ones that courage states to use accumulated American Insurance Co., signed in late June, was submitted for

approval to Los Angeles Superior Court July 10 However, contraryLane, executive vp with the Ohio become insolvent In fact, of those funds for non-insurance purposes,
to previous reports, Mission American is not scheduled to be re-Insurance Guaranty Assn in CO- 49 insolvencies, nine insurers were the report said
leased from state control by Sept 30 Mission American will remainlumbus more than 41 years old, seven were "The funds would be raided,"
in state conservatorship until Commissioner Roxani M GillespieMr Lane notes that recent insol- between 31 and 40 years old and an said Crum & Forster's Mr Cheek
decides otherwise Rhode Island Gov Edward D DiPretevencies of Ohio-domiciled insurers additional seven were between 21 New York, the only state that
signed into law last week a tort reform package that, among otherhave involved companies that ex- and 30 years old prefunds, borrowed $87 million
provisions, ties prejudgment interest rates to Treasury Bill auctionpanded into new lines in which Newer insurers, though, did from its guaranty fund in 1982, but
rates Facing more than 61,000 asbestos bodily injury lawsuits,they had little experience, adding dominate the failed category 15 of lS obliged under law to repay the
Ambler, Pa -based Nicolet Inc. filed for Chapter 11 July 17 Thethat too much underwriting au- the failed insurers were less than money if the fund needs an infu-
company said it has exhausted its insurance coverage and listedthority was given to managing gen- 10 years old, while 11 companies mon
assets of $2 1 million and liabilities of $751,000 The company

USF&G to list shares on London exchange
stopped manufacturing pipe and heater insulation that contained
asbestos in 1964 Kansas City-based Financial Guardian
Group and Brain & Fritson Inc., another Kansas City broker,
merged July 31 Brain & Fritson posted approximately $6 5 millionUSF&G Corp of Baltimore says it will list its com- J

mon stock on the London Stock Exchange ticker briefs in premium volume for 1986 and employs 16 people Financial
Guardian employs about 350 and produced about $200 million in"USF&G lS already somewhat known in the London -

premiums in 1986, making lt the nation's 2lst-largest bro-financial community," said Jack Moseley, chairman,
ker Standard & Poor's Corp put Fireman's Fund Corp. on itspresident and chief executive officer of USF&G Investors Service Inc gave the insurer a Triple-A rat-
CreditWatch list last week, warning that ltS $360 million reserve-"But because London lS the financial capital of Eu- ing last week AMBAC was previously rated Triple-A
strengthening move (BI, July 27) could have "negative implica-rope, this listing will widen our circle of contacts by Standard & Poor's
tions" for the insurer's claims-paying ability and debt ratings Aamong investors and financial institutions," Mr Mose-
Fireman's Fund spokesman said the insurer is meeting with S&P,ley said MBIA Inc. offering and hopes to be taken off the list Peru's President Alan Garcia
last week proposed that all banks, financial institutions and insur-

AMBAC Indemnity capital MBIA Inc , the holding company for municipal bond
ance companies be nationalized The Peruvian government ownsinsurer Municipal Bond Investors Assurance Corp,
the monopolistic reinsurer Reasegurada Peruana S A ClaimsInvestors in AMBAC Indemnity Corp of New York made its initial public offenng last month (BI, May
from all but seven families of 520 victims of the 1985 crash of aboosted ltS statutory capital by $200 million, giving it 25)
Japan Air Lines Boeing 747 near Osaka, Japan, will be heard lnthe largest capital base in the financial guarantee in- The company lS selling 5.5 million shares of com-
Japan, a King County, Wash, Superior Court judge ruled Claimssurance business, according to a spokeswoman mon stock for $23 50 per share, or a total of $129 3
for the seven non-Japanese victims will be heard in King County,With the capital infusion from Citibank (which owns million
Boeing Co 's base British Printing & Communication Corp lS87% of the insurer), Xerox Financial Services and Ste- The entire proceeds will go to the selling sharehold-
dropping its suit against Harcourt Brace & Jovanovich Inc. inphens Inc, AMBAC's total statutory capital now is ers Aetna Life & Casualty Co , Fireman's Fund Insur-
which it sought to block an HBJ recapitalization plan intended tonearly $600 million The capital infusion had been ex- ance Cos , a unit of CIGNA Corp , Continental Insur-
thwart a British Printing takeover of HBJ (BI, June 22)pected (BI, June 1) ance Co , and some of their affiliates MBIA is traded

Also, citing the capital infusion as a factor, Moody's on the New York Stock Exchange
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Commonwealth suit 1 present audited accident-year loss informa- cealed from Commonwealth, the complaint

Barrett Treaty 'generated tion for Barrett Treaty from 1976 to 1980 says
Continued from page 1 and showing a loss ratio-including in- Some time between 1977 and 1983, Mr

or- July 24 In addition to the racketeering and disseminated a curred-but-not-reported losses-of 60% and Quackenbush allowed ACIC to advance cash

and common law fraud charges, the amended a combined ratio of 87% payments to Barrett Treaty to fund losses on

complaint seeks indemnification from the
stream of false and • Quarterly reports on ACIC's business the Barrett business, according to the suit

defendants if Commonwealth should be fraudulent reports,' the for the years 1976 through 1983 and Barrett These payments were concealed fiom Com-
found liable to ACIC for losses on the Barrett Treaty's annual contingent commission monwealth "in an effort to hide the de-

complaint charges.book statements, which had presented a "simi- teriorating loss experience" on the Barrett
In addition to Beneficial, the 34 directors larly rosy picture" of Barrett Treaty's expe- book, the complaint alleges

and officers, Barrett Treaty and Vaughan & rience Commonwealth also charges that Mr

Co, the amended complaint names In late 1976, agents for Commonwealth The "Encyclopedia" and the quarterly and Vaughan, Mr Barrett, Barrett Treaty and
• R Donald Quackenbush, former chair- committed the Canadian company to rein- annual reports misrepresented the true expe- Vaughan & Co diverted Commonwealth pre-

man of ACIC sure a 10% quota share of the 80% of the rience of Treaty Capacity and Barrett Treaty miums to entities controlled by Mr
• William P Barrett, president and owner Barrett book retroceded by ACIC Common- by understating incurred-but-not-reported Vaughan The complaint does not specify

of Huntington, N Y -based Barrett Treaty wealth's agents subsequently bound the reserves, the complaint charges how much was diverted or which Vaughan-

• Dennis J Vaughan, president of reinsurer for varying participations on the The 1981 reports were also "riddled with controlled entities allegedly received the
Vaughan & Co, which acted as an interme- quota-share treaty through Dec 31, 1981, falsehoods," according to the complaint, funds
diary between ACIC and Commonwealth the complaint says which charges that the reports in fact were The complaint accuses Mr Barrett, Mr

According to the complaint, Mr Barrett To keep Commonwealth on the risk, Bar- not audited and did not represent accident- Vaughan, Mr Quackenbush, Barrett Treaty
served as president of Treaty Capacity Inc, a rett Treaty "generatec and disseminated a year figures and Vaughan & Co of conspiring to defraud
managing general agent for Midland Insur- stream of false and fraudulent reports de- Where the reports claimed a 60% loss ratio, Commonwealth in violation of the RICO
ance Co , from 1970 until Midland withdrew signed to persuade Commonwealth and the true loss ratio was actually in excess of statute
from the reinsurance business in 1976 others that (Barrett Treaty) was engaged in 150%, Commonwealth charges In addition to the RICO charges, the com-

Midland was ordered liquidated by a New writing an extraordinarily profitable book of Barrett Treaty "was said to lead all lead- plaint accuses all the defendants-including
York court last year (BI, April 14,1986) business," the complaint charges ing domestic reinsurers in terms of profit- the Beneficial directors and officers-of

Mr Barrett formed Barrett Treaty m Octo- The allegedly false reports included ability when in fact it was producing huge common law fraud, negligence and breach of
ber 1976 with business brought oer from • A document known as the "Encyclope- losses," the complaint says their duty to act in utmost good faith

Treaty Capacity, and Barrett Treaty became dia Barrettanica," which claimed to present Commonwealth also alleges that Elkhorn The common law fraud charge against
a managing general agent for ACIC in De- the experience of Treaty Capacity Inc from Insurance Co -later renamed Delta America Beneficial, the directors and officers and Mr
cember 1976 Under the MGA agreement, 1970 through 1976 The "Encyclopedia Bar- Re Insurance Co and ordered liquidated in Quackenbush alleges they deliberately con-
Barrett Treaty bound reinsurance risks on rettanica" claimed that Treaty Capacity 1985-and other reinsurers withdrew from cealed information on the inadequacy of
ACIC's behalf and arranged retrocessions of achieved a 62 1% loss ratio from 1971 to 1975 the Barrett quota-share treaty because of Barrett Treaty loss reserves
up to 80% of the business to other reinsurers, and a 96% combined ratio from 1970 to 1976 adverse loss experience The reasons for Mr Barrett, Mr Vaughan and Mr Quack-

the complaint states • A series of 1981 reports claiming to these reinsurers' withdrawals had been con- enbush could not be reached for comment I

Mazzella aided attem pt to buy ACIC
By DOUGLAS McLEOD surer that Mr Mazzella owned ment, the indictment alleges Mazzella confirmed that he was in-

through two holding companies He pleaded not guilty to the '1 wanted the truth to troduced to Mr Bentley through a
NEW YORK-Louis Mazzella, (BI, May 4) charges Florida lawyer and two other indi-

accused of defrauding American The criminal indictment charges Mr Mazzella originally was in- surface about' viduals

Centennial Insurance Co of $24 that Mr Mazzella diverted premi- dicted on similar charges in 1985, problems with the
"Find me the cleanest (guy) you

million in reinsurance premiums, ums to a New York bank account but that indictment was with- can get and send him to First Bos-

was involved in an attempt by for- he had opened in Colonial's name drawn AEGIS program, says ton and get him to buy the com-
mer Georgia Insurance Commis- using the forged signatures of two After Beneficial Corp, ACIC's Louis Mazzella.

pany," Mr Mazzella said he told

stoner James L Bentley Jr to buy Colonial officers former parent, announced last year the lawyer

the insurer earlier this year Mr Mazzella also falsely told a that it would sell its insurance I Mr Mazzella emphasized that he

Mr Mazzella was re-indicted in Colonial officer that the ACIC re- units, Mr Mazzella became in- was not going to have an equity in-
April on charges he diverted $2 4 insurance certificates had been volved with a group headed by Mr consummated terest in ACIC and that his only

million in premiums ceded by canceled, leading Colonial to file Bentley that proposed to buy Gary Parr, a First Boston vp, function would have been to serve
ACIC to Colonial Assurance Co of false financial reports with the ACIC confirmed the contents of the as a consultant to the Bentley
Elkins Park, Pa, a now-defunct in- Pennsylvania Insurance Depart- In a Nov 11, 1986 Mailgram to Mailgram and the memo group on problems related to

First Boston Corp, Beneficial's in- In January 1987, Mr Bentley ACIC's reinsurance agreements
vestment banker, Mr Mazzella out- submitted a proposal to buy ACIC with Associated Electric & Gas In-

. lined a deal for and another Beneficial insurance surance Services Ltd, a utility in-

insuranee services guide ACIC's acquissi- unit The terms of Mr Bentley's dustry captive insurer
tion offer differed substantially from ACIC 15 suing one of ltS former

"People with those outlined in Mr Mazzella's managing general agents and nu-
highest creden- Mailgram merous other parties involved in
tials R 111 com- Mr Bentley submitted a second handling the loss-ridden AEGIS

TOXIC CHEMICALS The Risk Manager's plete deal, pur- proposal in March, after Beneficial account

ENVIRONMENTAL IMPACT
HAZARD IDENTIFICATION #1 Reference chaser will be | announced that it had reached an "I wanted to help Bentley get it

Mr James L 1 agreement to sell ACIC and several because I wanted the truth to sur-
INVESTIGATION AND EXPERT TESTIMONY Bentley, twice other insurance units to a manage- face about AEGIS," Mr Mazzella

HAROLD I. ZELIGER, PhD. insurance com-
CHEMICAL & ENVIRONMENTAL SERVICES Practical Risk ment group said "I'm the one who uncovered

18 Spring Hill Terrace
missioner of Mr. Mazzella Mr Bentley was represented by that fraud and I'm the one who got

Spring Valley, NY 10977 Management Georgia," Mr the New York law firm of Cravath, bombed "

(914) 356-9448 "The Professional's Handbook" Mazzella's Mailgram reads Swaine & Moore, which also repre- He added that in discussions

Send $275 ($10 more if we bill
Elements of the deal, as outlined sents Commonwealth Insurance concerning the Bentley proposal,

add postage overseas) in the Mailgram, included Co , a reinsurer of ACIC, in its Beneficial was told that Mr Maz-

To Practical Risk • Purchase of 100% of ACIC's current lawsuit against Beneficial zella s two sons would be given 10-
Management stock for $1 "and other considera- and other parties (see story, page year options to buy ACIC stock
P O Box 10093 tion " 1) The options would be good only if

RISKMASTER Oakland, CA 94610 • Use of ACIC's offices in Pea- Beneficial officials say that in a ACIC survived the problems with

SOFTWARE
- Telephone (415) 653-3687 pack, NJ, for two years at a cost Feb 25 conference call, Mr Bent- the AEGIS account and other

of $1 per year ley-after much confusing discus- problems, and would amount to
• Settlement by Beneficial of sion on the point-said that Mr less than 10% of the insurer's total

GENERAL CLAIMS HEALTH CLAIMS
"residual value claims" in favor of Mazzella or members of his family shares, Mr Mazzella said
Colonial Investment Corp and Mr would be the majority owners of Mr Bentley-who said he re-

WORKER'S COMP COMPUTER SYSTEM Mazzella personally The Mailgram ACIC, holding at least 50% to 55% cently bought Georgia-domiciled
VEHICLE ACCIDENTS shows a proposed settlement of the shares Stone Mountain Insurance Co -

CHECK WRITING FOR IBM PC XT/ AT amount of $2 million, though this A Cravath, Swaine lawyer who said that he was not aware of Mr
figure was crossed out and re- participated in the conference call Mazzella's criminal indictment

FOR: PC/MINI/MAINF Eligibility & Benefits Calc., placed with $20 million and the confirmed that there was confusion when he was approached regarding
(313) 261-4440 Checks, EOB's, Correspon- change initialled by a First Boston over equity ownership of the in- ACIC

dence, Provider Utilization Re- official surer under the proposal and that He confirmed that Mr Mazzella

Colonial Assurance had written he had discussed the possibility of would have been hired as a consul-
r
7 C=] A

ONSITE TRAINING
- views, & More Ideal For Self n- residual value insurance policies Mr Mazzella's children being tant on the AEGIS account prob-

0 sured's & TPA's Single and| ONGO/NG SUPPORT guaranteeing the resale value of given an option on ACIC shares lems, and said that if Beneficial

n 1 Multi-User Versions Available aircraft that had been financed by The lawyer said, however, that had accepted his proposal, ACIC or
INSTALLATIONS COAST TO COAST a Beneficial subsidiary Colonial's he did not recall ever discussing a its new parent would have paid Mr

ALL FUNCTIONS AND STATE FORMS inability to collect on ltS 100% re- majority position for either Mr Mazzella an undetermined amount
insurance of these risks with Mer- Mazzella or his family, and that in settlement of his residual value

Tillit-Shast
Insurance Software cantile & General Reinsurance Co Mr Mazzella had expressed a wil- claims

Packages, Inc. P L C of London contributed to ltS lingness to forego the options for A Beneficial shareholder sued

1984 collapse his children if that would help the company's directors and offi-
5118 NORTH 56m STREET "If terms acceptable, ready to go complete the deal cers in May charging among other
TAMPA, FLORIDA 33610

INSTALLED IN OVER
into Contract Please contact my Mr Bentley said that he had dis- things that they ignored the Bent-

(813) 621-6069 (FL) attorney," Mr Mazzella's Mail- cussed the possibility of holding ley proposals in favor of the man-
32 STATES & CANADA (800) 237-8133 (U.S.) gram concludes "Please advise ACIC stock in trust for Mr Maz- agement group's offer (BI, May

soon Best regards, Lou Mazzella " zella's children, but said he did not 25)
In a Nov 21, 1986, memo to First remember the precise amount Mr The Beneficial directors and offi-

....;*ims'Ail@*16MAIlliEXRi82 Boston, Mr Mazzella said he might Mazzella himself was never to have cers have filed a motion to dismiss
*,1/.8,/./... dz,16.0  release Beneficial from liability to an equity interest, Mr Bentley the suit, according to James H

him on the residual value claims if said Gilliam Jr, Beneficial's general1- ·©C'>' '1£4 -- the deal to purchase ACIC were In a series of interviews, Mr counsel .
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Purchasing groups sult, the division has agreed to remove /=0
The Doctors' Co from the list of summoned

Continued from page 1 companies, noted Dr Joseph D Sabella,
btates' financial criteria called

The Insurance Division expects that ln- president and chairman of the insurer
surers will appeal the outcome of the ad- And, Capital City Insurance Co of Co-
ministrative hearing to a federal court The lumbia, SC,is giving up its plans to sell unfair to purchasing groups
division hopes that the court will establish insurance to a potential Iowa member of
a precedent to resolve what Mr Hager de- the American Pulpwood Assn 's purchas- By MEG FLETCHER thority to preclude risk retention/purchasingscribes as the "nationwide controversy" ing group, said K S Rolston, the asso- groups' coverage from satisfying state financialover where a purchasing group 15 located ciation's president Liability insurance purchasing group mem- responsibility requirements," Mr Harkavyand which state insurance department has In addition, spokesmen for four insurers bers are being turned away by several states said, referring to the model bill unanimouslyauthority over it say the notice from the Insurance Division because they cannot meet what some risk man- adopted by the National Assn of Insurance

Iowa's concern is to protect consumers, does not apply to them because either they agement observers call discnminatory flnan- Commissioners at its summer national meeting
especially unsophisticated ones, from 111- were planning to insure purchasing group cial responsibility requirements in those states in Chicago in June (BI, June 29)
financed insurers, explained Deputy Insur- members through affiliated insurers that Several states are denying purchasing group However, NAIC spokesmen previously have
ance Commissioner Tony Schrader are admitted or authorized surplus lines members licenses to operate because the mem- said the model act merely reflects the federal

No insurers had imminent plans to seek a insurers in Iowa or have been replaced by bers' liability risks are insured by unauthorized act
declaratory judgment or otherwise file liti- other Iowa-authorized companies as pur- insurers But most risk management observers Further complicating the problem for pur-
gabon However, Walter Rhulen, president chasing group underwriters contend that the coverage is permitted under chasing groups is that the agency responsibleand chief executive officer of the Frontier Those insurers are Markel American In- the federal Risk Retention Act of 1986, as long for approving methods of meeting financial re-
Insurance Co of Monticello, NY, said he surance Co in Richmond, Va, which issues as group members are insured by either an in- sponsibility requirements varies from state to
plans to contact the other insurers to ex- coverage in Iowa through affiliate Essex surer admitted in the state in which the group state, resting with the insurance department in
plore the feasibility of mint legal action Insurance Co, also of Richmond, Ber- is based or by an eligible surplus lines insurer some states and with the agency charged with

Insurers say Iowa's action was not unex- muda-based Mutual Indemnity Ltd , which in that state licensing companies in others
pected and welcomed the chance to clarify was replaced as a purchasing group insurer While the federal law pre-empts state laws For example, the railroad commission in
how purchasing groups will be regulated by Lexington Insurance Co of Boston, prohibiting employers from purchasing ca- Texas decides whether applicants for some
"We are pleased that the Iowa Division has Multi-Medical Insurance Co of Bannock- sualty insurance on a group basis, lt does not truck licenses have acceptable insurance ar-
seen fit to raise the issue," said Mr Rhu- burn, Ill, and affiliate U S Security, Fire prevent a state from imposing financial re- rangements, said David Thornberry, a member
len & Casualty, of Memphis, Tenn, both of quirements on members of those groups to en- of the State Board of Insurance

The insurers are responding to Iowa's which will use affiliate American Conti- sure that group members can pay for damages Beth Kravetz, a Washington, DC, attorney
action in a variety of ways nental Insurance Co of Kansas City, Mo or inluries resulting from their operations representing the Danville, Va -based Assn of

0 Planning to contest the division's ac- Six insurers summoned by the depart- However, a state cannot arbitrarily discrimi- Truck Operators' purchasing group, said that
tion at the hearing are Frontier, TriStar ment could not be reached for comment nate against insurance provided through pur- some state insurance departments have told the
Insurance Co of Phoenix, Ariz, and Fund They are Golden Eagle Insurance Co in chasing groups-or risk retention groups-to ATO that the commercial automobile coverage
Insurance Co Ltd of Bermuda and af- San Diego, Century American Insurance meet financial responsibility requirements, as- that group members have obtained does not
filiate United International Insurance Co Co , Stone Mountain Insurance Co in serts Jon Harkavy, general counsel and director meet the departments' requirements for use of

• Swanco and Nobel Lloyds Insurance Marietta, Ga, Dart & Kraft Insurance Co of governmental affairs for the Risk & Insur- admitted insurers or surplus lines insurers
Co of Dallas plan to protest the division's Ltd of England, Transatlantic Insurance ance Management Society But she argues that "it is not their call " The
action, but have not decided if they will Co Ltd of England, and Capital Insurance In some states, agencies responsible for as- agency in each state responsible for licensing
send a representative to the hearing Co Ltd of Barbados sessing an operation's claims-paying ability companies-not that state's insurance depart-

0 Lincoln Insurance Co of Wilmington, If the Iowa dispute goes to court, it may have, at the prompting of their respective state ment-should be making that decision on a
Del, and Vlctona Insurance Co of Atlanta take a US Supreme Court decision to insurance departments, "been using financial case-by-case basis, she contends
have not decided on their response clarify states' control over purchasing responsibility requirements in a discriminatory Greg Breyfogle, risk manager for the Tucson,

• Bel-Aire Insurance Co of St Louis groups, said David Thornberry, a member fashion against risk retention and purchasing Ariz -based Ugly Duckling Rent-A-Car Sys-
will not contest the division's action, be- of the Texas Board of Insurance in Austin groups," Mr Harkavy charges in a July 29 let- tem, said that the system's purchasing group,
cause the division "has no right to do it," Jon Harkavy, general counsel and gov- ter to Edward Barrett II of the U S Depart- which purchases rental car liability insurance
said President Arthur Blumeyer Bel-Aire's ernment affairs director for the Risk & In- ment of Commerce's Office of Economic Af- for its franchisees located in many states, is
attorneys "are still deciding whether we surance Management Society, predicts fairs having similar trouble with state vehicle regis-
should even show up" at the hearing courts will favor insurers and purchasing "It's a broader problem than people origi- tration departments in five states New York,

Bel-Aire will defend itself if sued, Mr groups nally anticipated," noted Mr Barrett, who iS Massachusetts, Michigan, Maryland and New
Blumeyer said But, "Iowa would have a Otherwise, he expects Congress to amend scheduled to report to Congress by Sept 1 on Jersey
jurisdictional problem in suing an insurer the federal act to say that only the insur- the implementation of the Risk Retention Act Those departments require a franchise opera-
not domiciled or admitted in Iowa," Mr ance departments of the states in which Questions raised by state regulators about tor to provide proof of insurance to register a
Blumeyer said his attorneys have said purchasing groups are based-and not whether liability insurance that covers pur- car However, they have re]ected the purchas-

Mr Blumeyer also iS president of Risk those where members are located-have chasing group members meets financial respon- ing group's insurance because the insurer, Ugly
Retention Service Corp, a St Louis, Mo - authority over group member's insurance sibility requirements pose a "significant" Duckling's Swanco Insurance Co captive, is
based company that provides a wide range However, Mr Harkavy fears "over- problem, agreed Arthur Blumeyer, president of not on their list of approved insurers, according
of services to purchasing and risk retention reaching will continue to occur by numer- Bel-Aire Insurance Co and Risk Retention Ser- to Mr Breyfogle
groups Both companies are involved with ous state insurance departments," as he vice Corp, both in St Louis The transportation departments are "relue-
at least 17 purchasing groups nationwide, wrote in a July 29 letter to Edward T Bar- Financial responsibility requirements typi- tant" to interpret the federal act and accept the
of which six which are operating, he said rett II of the U S Commerce Department's cally are imposed on companies whose opera- insurance arranged by the purchasing group,

Other insurers that received notices want Office of Economic Affairs tions must be licensed by a state agency Mr Breyfogle said
:o avoid a confrontation with the division As a result, RIMS is urging that "the Typically, to meet a state's financial respon- The franchises cannot afford other methods

The Doctors' Co of Santa Monica, Callf, US Department of Commerce should be sibility requirement, a company must show to prove their financial responsibility, he said
which currently insures 23 pathologists in empowered to adjudicate disputes lnVOlV- proof of insurance from an acceptable insurer, He plans to meet with the states' attorneys
[owa through a purchasing group, plans to ing permissible state regulatory authority post a surety bond or have adequate self-insur- general to resolve the problem, he added
dismantle the group and offer coverage to under the risk retention act, which do not ance reserves However, Mr Breyfogle said that his franchi-
the physicians only on a individual basis as involve the solvency of a risk retention or "The NAIC model bill seems to take the posi- sees have had no trouble dealing with many
an approved surplus lines insurer As a re- purchasing group " • tion that state legislatures have absolute au- other state vehicle registration agencies .
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Brokers Price % Chg P/E $ Div % Yld High Low Vol (000) Price % Chg P/E $ Div % Yld High Low Vol (000)  :10

Falrmont Flnl Inc AMEX 17.63 00 9.9 000 0.0 0.00 0.00 00  505
Flreman Fd CorpAlexander & Alexander Svcs NYSE 23.13 -3.1 27 5 1 00 4.3 23 75 23 13 939 6 NYSE 35.50 1 4 0.0 0 40 1.1 35.75 34.75 771 0 S sOo

Baldwin & Lyons Inc OTC 20.00 0.0 8 4 0.20 10 20.00 20.00 0 0 Fremont Gen Corp OTC 17.63 6.0 0.0 0.60 3 4 17.88 17.13 376 0

Corroon & Black Corp NYSE 30 25 0 0 14.1 0 84 2.8 31.38 30.13 240 6 Great West Llfe Assurn Co OTC 700 00 0 0 14 4 18.00 2.6 0.00 0.00 0.0
Gallagher Arthur J & Co OTC 21 25 3.7 16 0 0 40 1.9 21.25 21.00 74 0 Home Group Inc AMEX 1888 -0.7 49 0.20 11 19.38 18.88 669 5  490Hall Frank 8 4 Co Inc NYSE 9.88 -16 8 0.0 0 00 0.0 12.00 9.88* 627.5

Hanover Ins Co OTC 3225 0.4 77 0.36 1.1 32.75 3175 58 7

Harleysville Group IncMarsh & Mclennan Cos Inc NYSE 60.75 1 5 15.8 2.40 4 0 61.63 59 50 989.4
OTC 16 00 -1.5 5 0 0.40 2 5 16.25 15.75 24.7

Poe & Assoc Inc OTC 11.75 -4 1 14.9 0.40 3.4 12.25 11.75 6 2 Hartford Steam Boiler Insptn OTC 29.25 -1.7 12.1 1.00 3 4 29.SO 29 25 322.9
..... Kans City lire Ins OTC 2925 00 11.3 0.96 3.3 29.25 29.25 25 8 / 475

AGENTS/BROKERS Kemper CorpAVERAGE 14.7 31 OTC 30 75 -4.7 10 6 0.60 2 0 32.00 30.75 1,153 1

Liberty Corp S C NYSE 45.75 2.8 16.5 0.72 1.6 45.75 44.25 27 9  465
Conglomerates & Holding Cos. Lincoln Natl Corp Ind NYSE 53.25 4.2 11 2 2.16 41 53.25 51.38 220.1

Mtsslon Ins Group Inc PAC 1.38 0 0 0.0 0.00 0.0 4.38 0.69 11 / ICO aa

Monumental Corp OTC 55 63 0.0 18.8 0.00 0 0 55.63 55.63 11
Berkley W R Corp OTC 27.00 10.2 9.2 0.28 1.0 77.25 24.50 504 6 Nac Re Corp OTC 24.00 -1 0 31.6 0.00 0.0 24.25 23.50 15.7 11
Berkshire Hathaway Inc Del OTC 3820.00 2 7 126.8 0.00 0.0 3820 00*3720.00 1,7

CIGNA Corp NYSE 62.SO -2.0 8.9 2.80 4.5 64.13 62.50 856 0 Nobel Ins Ltd OTC 12.38 -1 0 9.3 0.37 3.0 12.63 12.25 31 5 1450'*:2'4-UA..SY,Sf jj
CIA Flnl Corp (CNA) NYSE 52 88 1.4 12 1 0.00 0.0 53.00 51.88 116.5 Northwestern Natl Life Ins OTC 27.75 5 7 7.9 0.96 3.5 27.75 26.50 117 4
General Re Corp NYSE 52 25 4.2 16 0 1.00 1 9 52.25 50 SO 2,135.0 Ohio Cas Corp OTC 43.25 -0.6 10 6 168 3.9 43.50 42.75 835.3

Old Rep Intl Corp OTC 30.38 0.0 10.8 0.80 2 6 30.50 30 25 261 7
1

rrT (Hartford Group) NYSE 63 13 1.6 13 8 1.00 1 6 63.13 62 38 1,874.5 Orton Cap Corp NYSE 23.75 2.2 00 076 3.2 23.75 B.13 41.1
Sears Roebuck & Co. (Allstate) NYSE 53.00 1.9 12.9 2 00 3.8 53.00 51.38 2.795 5

Transamerlca Corp (Occidental) NYSE 43.75 2.3 8.9 1.76 4.0 43.75 42 50 1,722.9 Protective Corp OTC 1513 1.7 123 0.70 4.6 15.13 14 88 208 2 Industry stocks rose this week as the Bus/-..... Provldent Life & Acc Ins Co OTC 22.00 1 1 12 2 0.84 3.8 22.00 21.63 287 6
CONGLONERATES/HOLDING OUS AVERAGE 68 1 0.2 Reliance Group Hldgs Inc NYSE 9.88 -1.3 110 016 1.6 10.00 9.88 91.2 ness insurance stock index climbed 7.9 points

St Paul Cos Inc OTC 49.25 3.7 11.4 1 76 3.6 49.25 47.25 1.312.4

to 486.0 on July 30 from 478.1 on July 23. Of 65SAFECO Oorp OTC 29.25 -4 1 10.2 0.96 3.3 30.75 29.25* 1.464.9

Insurers industry stocks monitored, 35 posted in-Scor U S Corp OTC 12.00 2.1 14.3 0.00 0.0 13.50 11.88 188.9
Acceptance Ins Hldgs Inc OTC 13.75 3.8 7.6 6 00 0.0 13.75* 13.SO 130.7 Selbels Bruce Group Inc OTC 16 75 8.1 104.7 0 80 4.8 17.25 15.75 118.3 creases, 15 showed declines and 15 remain un-
Aetna Llfe & Cas Co NYSE 57 75 -1.1 8.8 2.76 4.8 59.00 57.75 1.349.9 Selective Ins Group Inc OTC 2700 3.8 104 0.92 3.4 27.00* 26.00 117.4 changed. Advancing issues were led by: AnecoAmerican General Corp NYSE 39.88 0 0 10.7 1.25 3.1 40.50 39.75 1,415.7 Statesman Group Inc OTC 688 14.6 00 0.05 0.7 6.88 6.13 851.7

Amern Heritage Life Invt Co NYSE 3150 0.0 15 9 0.96 3.0 31.50 31.50 3.9 Tokto Marine & Fire Ins Co OTC 68.75 0 0 77.2 0.19 0.3 68.75 68.75 7.8 Reinsurance Co. Ltd., up 35.3%; StatesmanAmerican Indy Flnl Corp OTC 13.25 2.9 0 0 0.56 4 2 13.25 12.88 94.2
Torchmark Corp NYSE 30.38 6 6 10.8 1.20 4.0 30.38 29.00 758 5 Group Inc., up 14.6%; W.R. Berkley Corp., up

American Intl Group Inc NYSE 70.63 4 1 15.6 0.25 0.4 70.63 68 SO 1.066.6 Travelers Corp NYSE 45.25 1.7 9.7 2 28 5.0 45.63 45.13 1.471.9 10.2%; and Torchmark Corp., 6.6%. DecliningAneco Reins ltd OTC 2 88 35.3 0 0 0.00 0.0 2.88 2.13 34.2 Trenwick Group Inc OTC 12.63 10 21.4 0.00 0.0 12 75 11.50* 714.5
Avemco Corp NYSE 23 50 1 1 14.8 0.28 1.2 23.SO 23 25 72.0 United Fire & Cas Co OTC 30 00 1.7 9 6 0.96 3 2 30.00 29.75 5.1 issues were led by: Frank B. Hall & Co. Inc.,
Business Mens Assurn Co Amer OTC 39.25 -1,3 0.0 1.10 2.8 41.25 39.25 380.8 United States Fld & Gty Co NYSE 3888 0.0 9.4 2.48 64 39.38 38.63 1,789.3 down 16.8%; Kemper Corp., down 4.796; SA-Chubb Corp NYSE 62.63 3.3 8.8 1.68 2.7 62.63 60.00 552.0

Unum Corp NYSE 23.38 1.6 0.0 0.40 1.7 23.38 22.88 585.9 FECO Corp., down 4.1%; and Poe & AssociatesAon Oorp NYSE 27.75 1.8 9.8 1.20 4.3 28.00 27.25 418.5 Usllfe Oorp NYSE 38.50 1.3 9.8 1 20 3.1 38.63 3813 259.2
Continental Corp NYSE 46.13 0 8 10.5 2 60 5.6 46.25 45.88 382.1 Washington Natl Corp NYSE 33.50 5.9 17.3 108 3.2 33.75 31.88 101 2 Inc., also down 4.1%. The Blindex climbed 1.6%
Crown life Ins Co OTC 270 00 0.0 9 3 6.40 2.4 270.00 270.00 1.0 Zenith Natl Ins Corp OTC 21.50 0.0 12 4 0.80 3 7 21.SO 21 25 60.7 for the week, trailing other market averages:Durham Corp OTC 33.25 0.0 19.6 0.92 2.8 33.50 33.00 22.0 ..... .....

Farmers Group Inc OTC 4350 3.3 13 7 1.20 28 43.50 42.00 737.5 INSURANCE COMPANIES AVERAGE 12.1 27 The Dow Jones 30 Industrials rose 3.9%; the
Standard & Poor's 500 grew 3.3%; and the New

ystem emgn tman n ormat on ystems York Stock Exchange composite was up 3.1%.



HAVING TROUBLESTAYINGON TOPOF
YOUR HMOs?

If the confusion and complexity of handling y6ur company's HMOs have you wondering what's around
the next bend, call the HMO-USA network, sponsored by Blue Cross and Blue Shield Plans.

Nobody can help you simplify your HMO program better than HMO-USA.With HMO-USA you
dodthave to negotiate a separate contract with each HMO-no matter how many you select. Instead,
you can work with one master contract, one consolidated billing statement, and one master membership
list. And you'll be working with the nations largest network- covering more than 200 cities-to help you
put it all together.

To find out more about how we can simplify your HMOs, just make one simple call: 1-800-4-HMO-USA.
HMO-USA is just one of the many innovative products from the nationi Blue Cross and Blue Shield

Plans designed to help you effectively manage your health benefits program.
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The "simplified administration" HMO network.

Carry the
Caring Card:

The card that cares for the US. Olympic Team.
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