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Analysts bullish
on insurer stocks

By JUDY GREENWALD

With massive insurance rate increases propelling insurer profits
to record highs, is now the time to invest in property/casualty insur-
ance stocks?

Stock analysts say yes: Property/casualty stocks should outper-
form the overall market over the next year or two.

But there are a number of 'firsts among equals" that are expected
to do particularly well, security analysts say.

The analysts' top picks: Chubb Corp., American International
Group Inc. and General Reinsurance Corp.

Other companies attracting analysts' attention include Fireman's
Fund Corp., CNA Financial Corp., American General Corp.,
USF&G Corp. and Ohio Casualty Corp.

Business Insurance interviewed a half-dozen stock analysts spe-
cializing in the insurance industry about their stock recommenda-
tions and the reasons behind them.

To test these recommendations, Business Insurance has created

the BI Model Portfolio of some of the property/casualty stocks
touted by the analysts. In addition, BI has created a second portfo-
lio by literally pulling the names of property/casualty insurers out
of a hat (see story, page 39).

Insurance analysts say in general that investors can't go too far
wrong by selecting commercial property/casualty insurer stocks.

"At these price levels, we're pretty much recommending them
across the board, ' says David Seifer, vp at First Boston Corp. in
New York.

Property/casualty stocks will outperform the overall market over
the next two years, "mainly driven by higher earnings," says James
B. Stradtner, general partner at Alex. Brown & Sons in Baltimore.

-1 suspect this group wilk outperform the market over the next
year," agrees Gloria Vogel, vp at Legg Mason Wood Walker Inc. in
'New York.

The property/casualty insurance stock that was most frequently
singled out by the analysts was Chubb. Excluding losses on medi-
cal malpractice, which are now behind it, Chubb "has had an out-
standing underwriting record for decades," says Samuel J. Wein-
hoff, first vp at Shearson Lehman Bros. in New York

Early this year Chubb bought a $285 million excess-of-loss rein-
Continued on page 39

update

Appellate court upholds
Hyatt coverage decision

KANSAS CITY, Mo.-A state
appeals court has upheld most of
a lower-court decision apportion-
ing coverage among excess insur-
ers for Hyatt Corp. and Hallmark
Cards Inc. for claims stemming
from the 1981 skywalk collapse at
the Kansas City Hyatt Regency
Hotel.

The three-judge panel affirmed
the portion of a 1985 decision by

Continued on nert page

Guaranty fund seeks
cap on asbestos claims

By STEPHEN TARNOFF

HARTFORD, Conn.-The first state guaranty fund
facing an onslaught of asbestos-related claims is ask-
ing a state court to cap its liability at a fraction of
what the policyholder is demanding.

The Connecticut Insurance Guaranty Assn. is asking
a state court to limit its liability for claim payments to
asbestos producer Raymark Corp. of Trumbull, Conn.,
which was insured by the insolvent Transit Casualty
CO.

Transit, now in liquidation in Missouri, wrote $32
million in limits for Raymark under six excess liability
insurance policies, all of which probably will be
exhausted by payments to asbestos claimants.

The Connecticut Insurance Guaranty Assn., known
as CIGA, seeks to cap its potential liability for the
policies at $1.8 million, less six $100 deductibles. It
argues it should pay only $300,000, less the deductible,
for each of the six policies, not up to $300,000 for each
asbestos claim paid by Raymark.

This is the first time a state guaranty fund has been
faced with responding to multiple claims totaling mil-
lions of dollars from a policyholder of an insolvent
insurer.

Other states have begun to receive and pay asbestos-
related claims on behalf of insolvent insurers, but not

in the magnitude of the Raymark claims that will be
filed in Connecticut (see story, page 33).

Whoever loses the suit faces financial difficulties, if
not ruin.

"In the event the $32 million is not fully available to
the Company as needed, either the Company's orderly
funding of asbestos costs may be interrupted, or the
amount of available insurance may be insufficient to
meet pending claims," Raymark said in a recent filing
with the Securities and Exchange Commission.

"The company in either such case may have no alter-
native but to seek relief under Chapter 11 of the
federal bankruptcy laws."

CIGA says that based on its ability to assess insurers

2% of premiums written in the previous year, the max-
imum amount the association may assess in 1986 for
the non-workers compensation/non-automobile insur-
ance account is estimated to be $18 million.

CIGA asks in its suit that if the association's obliga-

tions arising from Raymark's Transit policies, along
with claims filed by other Transit policyholders,
exceed the amount that CIGA can assess its members

along with other assets in the account, then claimants
who do not reside in Connecticut be ordered to seek

recovery from the insurance guaranty associations in
the states in which they reside.

Raymark's $32 million in potential claims with
CIGA also occur at a time when state guaranty funds
already are approaching their financial limitations.

In the wake of a record-breaking number of insurer
insolvencies during the past two years-21 in 1985 and
20 in 1984, compared with only four in 1983-state

guaranty funds are paying out more money to claim-
ants than ever before.

Continued on page 33

Oklahoma court repeals
workers comp rate hike

By CAROL CAIN

The ruling 'will be used

to persuade ratemakers
and regulators in other

jurisdictions,' says

Mr. Derryberry.

OKLAHOMA CITY-Commercial workers compen-
sation insurance rates for Oklahoma employers will be
reduced immediately and some employers will receive
premium refunds in the wake of a landmark state
Supreme Court ruling.

In a 7-1 decision handed down

July 25, the high court threw out an i
average 25.9% workers compensa-
tion rate increase approved last year
by the Oklahoma State Board for
Property and Casualty Rates. Those
rates took effect Nov. 1.

The court ruled insurers failed to

deliver sufficient information to

justify the rate increase. According
to the court, the insurers had to
prove that current rates were unrea-

sonably low and that those rates would endanger
insurer solvency or restrict competition.

The court's ruling means that insurers "have to
practically prove they are on the verge of insolvency"
before they can receive permission to increase rates,
said Donald DeCarlo, vp and general counsel of the
National Council on Compensation Insurance, the New
York-based ratemaking organization that filed the rate

request on behalf of insurers in Oklahoma.
Hank Emiston, an NCCI regional vp, said he inter-

preted the ruling to mean that "before an insurer
could receive a rate increase, it would need clear evi-
dence to show that, without it, it could cause the

insolvency of the company."
The decision also could be interpreted to apply to all

rate increase requests by all prop-
erty/casualty insurers in Oklahoma,
not just workers compensation
rates, some attorneys say.

And some contend the decision

could influence other state regula-
tors to use the same standards when

considering rate increase requests.
"It will be used to persuade rate-

makers and regulators in other
- jurisdictions," said Larry Derry-

berry, an Oklahoma City attorney
who represented the NCCI in the case. But, he said, it
is not a precedent in other states.

Besides overturning the rate increase, the court
ordered amounts paid by policyholders in excess of the
prior rates to be refunded, though the total amount
of the refund has not yet been calculated.

The Oklahoma attorney general's office, which
Continued on page 38
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update Joint and seve ral liability
Hyatt coverage ruling upheld to persist under SuperfundContinued from premous page
Jackson County Circuit Court Judge Timothy D O'Leary that held
excess liability insurers for Hyatt, operator of the hotel, should pay By ROBERT A. FINLAYSON Stark, a consultant on Superfund issues to the Amen

two-thirds of all the losses incurred by Hyatt, Hallmark and Hall- can Insurance Assn The language adopted by the con

mark subsidiary Crown Center Redevelopment Corp , which owned WASHINGTON-Polluters will continue to be held ferees makes lt unlikely that insurers will resurr
jointly and severally liable under a new version of the writing environmental impairment liability insuranc€the hotel The ruling also required Hallmark's excess liability

insurers to pay the remaining one-third of all judgments, settle- Superfund hazardous waste cleanup law he added

ments and defense costs (BI, March 11, 1985) As a result of this and other liability provisions in "I can't see any of our companies getting into (EIL

However, the appellate court also reversed portions of Judge the legislation, insurers probably won't resume writing insurance You can't underwrite this sort of thinE

O'Leary's opinion, ruling that Hallmark excess insurer American environmental impairment liability insurance, accord- You don't know what your ultimate loss l S going t

Insurance Co was only obligated to pay defense costs lt had con- ing to one industry lobbyist be," he says

sented to pay under policy terms In addition, House and Senate conferees last month In addition to reaffirming strict, Joint and sever:

The appellate court also ruled that Hyatt excess insurer High- adopted new provisions that will force businesses to liability and creating a new community right-to-knor
lands Insurance Co did not have to cover defense costs in a lower publicly disclose the releases of toxic substances program that will force businesses to publicly disclos

excess layer where defense costs were excluded These costs should In a key agreement reached July 25, conferees the hazardous substances they use and any release o

be borne by the policyhol(lei·s, the court said resolved most of the major differences between the those substances, the conferees also agreed to
At the time of the collapse, which killed 114 persons and in]ured Senate- and House-passed bills reauthorizing The • Allow plaintiffs in toxic tort cases to reopen thos

Comprehensive Environmental Response, Compensa- cases if the litigation was dismissed because state statmore than 200 others, Hyatt had $200 million in excess liability
coverage and Hallmark had $100 million in excess liability limits tion and Liability Act The agreement clears the way utes of limitations had expired

So far, judgments and settlements from litigation brought by for final enactment of the Superfund legislation The language approved by the conferees pre-empt
The only remaining obstacle to Congressional statutes of limitations-now in effect in about a doze}those injured in the collapse have totaled about $122 million

approval of the Superfund reauthorization is resolu- states-that are triggered by exposure to a hazardou

Bears end insurance dispute tion of the highly charged debate over the tax provi- substance
sions of the Superfund Act The issue is how to raise This provision-which is retroactive to Decemb(
the $85 billion Congress is likely to authorize for the 1980, when the Superfund law was first passed-sayCHICAGO-The Chicago Bears say they will play their home

games at Soldier Field even though the Chicago Park District has toxic waste cleanup program that statutes of limitations in cases involving persona
Conferees have been trying for months to resolve the inlury or property damage caused by exposure toso far secured inadequate liability insurance

The park district last week was still scrounging the market to wide differences in the House and Senate versions of hazardous substance commence on the date the plain
the Superfund reauthorization measure, particularly tiff "knew (or reasonably should have known)" of thfind the full $100 million in general liability insurance required by

the Bears' lease, which runs until the year 2000 the provisions governing liability issues (Bi, Dec 16, injury, regardless of when he or she was exposed t,

The Super Bowl-champion team-which is a named insured on 1985, Dec 9, 1985) the injurious substance

the district's policy-had threatened to play elsewhere because the The conference committee adopted the House-passed • Allow citizens to sue businesses and the U S

district had only $75 million in insurance (BI, July 28) language on most of the key liability issues, generally Environmental Protection Agency for violating ani

Since the Bears announced their decision to stay at Soldier Field, considered a setback for risk management and insur- standard, regulation or order issued pursuant to th

the park district lined up an additional $10 million in coverage and ance industry interests Industry lobbyists generally Superfund Act

is optimistic that the full $100 million, or close to it, can be found, had favored the Senate-passed reauthorization bill The conferees dropped a requirement contained n

said park district attorney Alexander Polikoff "We did not come out well," concludes Melvin L Continued on page 3

If the park district meets the insurance requirement, the Bears
will forego another lease provision that requires the stadium's
beer concessionaire to have $100 million in liquor liability insur-

Court allows
ance, said Bears' attorney Don H Reuben Beer concession bidders New Jersey considers ;
have only been able to obtain at most limits of $50 million, LTV to resume
according to a park district spokesman tighter non-renewal rulesHowever, even if the park district does not obtain the full $100 retiree plans
million in general liability insurance, beer could still be sold out- By MEG FLETCHERside the stadium without violating the lease or the agreement with
the Bears, Mr Polikoff said By DAVE LENCKUS

TRENTON, N J.-The latest proposed changes in New Jersey's ·,

Grace guilty; Beatrice out DALLAS-LTV Corp retirees regulations governing insurance policy cancellations and '

will retain their group life and non-renewals restore some of the punch that was lost when the
regulations were weakened early last month

WOBURN, Mass -In the first phase of potentially landmark health insurance benefits for
another six months under a New Regulations implemented July 7, after 10 months of negotiations

toxic chemical litigation, a federal court lury says that W R Grace
York bankruptcy court ruling between the state Insurance Department and insurers, removed the

& Co contributed to the contamination of two municipal drinking
The court last week granted more onerous provision restricting non-renewals in the state's pio-

wells, but that Beatrice Foods Co did not
LTV's request to continue provid- neering effort to limit insurers' rights to cancel and not renew poli-

The July 28 verdict came after a four-month trial in which
ing the benefits to 78,)00 retirees, Cles (BI, Oct 7,1985)

33 plaintiffs allege that chemicals in the drinking water caused
retroactive to July 17 In exchange for less strict regulation, commercial insurers agreed

various illnesses including leukemia The next phase of the litiga- to make strong commitments to a market assistance program for
tion will decide whether the chemicals caused the illnesses The Dallas-based steel maker

had canceled the benefits when it several hard-to-place risks
As a result of the decision, Beatrice is out of the lawsuit But, just a few weeks after implementing the soft'er July 7

The Chicago-based company currently lS litigating with American filed for reorganization under
Chapter 11 of the Federal Bank- regulations, the department issued new amendments governing

Mutual Liability Insurance Co over coverage for defense Costs ln
the Woburn litigation (BI, July 28) ruptcy Act on July 17 (BI, July 28) non-renewals and other issues

Workers at LTV's Indiana Har- Insurers agree the new amendments are not as strict as the origi-

bor plant in East Chicago, Ind, nal September regulations, but nonetheless complain the latest

Dyna Span suing regulator had been on strike since July 25 in changes were not part of the deal

protest of the cancellation of the "We do intend to have discussion with the department" about the
BOCA RATON, Fla -Dyna Span Corp -which claims to offer

retirees' benefits, and workers at proposed amendments, said Robert J Sullivan, vp of government
commercial insurance buyers liability coverage under the provi-

other LTV plants threatened to affairs for Crum & Forster Corp in Morristown, NJ, and a spokes-
sions of the federal Risk Retention Act-is suing the Florida Insur-

strike on July 31 unless the com- man for a group of about six insurers involved in the negotiations
ance Department and Insurance Commissioner Bill Gunter for def-

pany reinstated the benefits The department will accept comments on the amendments until
amation and illegally ordering it to stop writing business Aug. 20, effective dates will follow

In the complaint filed last month in Palm Beach County Circuit The workers at the Indiana plant
were expected to return to work The regulations and proposed amendments apply to all admitted

Court, Dyna Span charges that a June 4 letter from the Florida
late last week Insurers wrlting commercial property/casualty hnes, excludingdepartment saying that the company was not operating legally

LTV has not decided what it will surplus lines, ocean marine and aviation, out-of-state risks covered
under the federal act constituted an illegal cease-and-desist order

do at the end of the six-month by policies issued in New Jersey; workers compensation and
Dyna Span charges that the letter, sent before a scheduled hear-

period, a spokesman said How Continued on page 34
ing on Dyna Span's status under the federal act, violated both its

Continued on page 37 iconstitutional rights of due process and Florida statutes
A hearing had been scheduled for last Friday on an administra-

tive complaint filed against Dyna Span by the Florida department
in April The hearing was to precede the issuing of any cease-and- inside
desist order (BI, March 3, May 26 )

However, a state appeals court last Thursday granted Dyna Span
a temporary stay of this hearing Dyna Span's motion for the stay 100 One of the developers of n--- tion with the placement of reinsurance for Lloyd's of

three proposed insurers that I L A London syndicates managed by PCW Underwritinghad earlier been denied by a state court judge, who also ruled that
the department's June 4 letter was not a cease-and-desist order would write excess liability cov-

The department contends that lt has not issued a cease-and- erages for Canadian companies
says the plan has generated

Agencies Ltd. PAGE 31

departmentsdesist order to Dyna Span, according to a department attorney
The Dyna Span complaint also charges that department employ- strong buyer interest. PAGE 32 1

ees released false and defamatory information about Dyna Span- Classifieds

including that Dyna Span had filed bankruptcy proceedings-and a•0 A bill that would significantly alter California's Datebook 27

that the department tried to disrupt the group's business workers compensation system is under scrutiny by Letters 8

The complaint seeks an injunction to block enforcement of the al- the Workers' Compensation Insurance Rating Mari,Bic 11

leged cease-and-desist order and $100,000 in damages, the maxi- Bureau, while a New York comm,ssion urges an Opinions 8

mum allowable under state law overhaul 01 that states system. PAGE 28 Perspectives ................23

The Florida department has not yet answered the complaint Speaking out ..............................................................23
p• In the Perspective section, Thomas S. Bloom, nres- Ticker 19

Briefly noted ident of Grand Rapids, Mich.-based McAlear Associ- Washington ,n

ates Inc., disputes the benefits of the "brave new

New York Gov Mano Cuomo signed into law a bill giving world" created by the introduction of claims-made Vol 20. N031-Bus,ness #isurance (ISSN 00074864) 5 published weekly
general liability forms for blanket use. PAGE 23 at 740 N Rush St. Chicago, 111 60611 Second-class postage 6 paid atvictims of five toxic substances, including DES, one year to file

Chicago, Ill and at addmonal mailing offices Postmaster Send addresssuit against manufacturers Victims previously were barred from
1 A British Department of Trade and Industry report changes to Business msurance, Circulabon department. 965 E Jefferson

suing because statutes of limitations had expired (BI, June 30) Ave, Detroit, Mich 48207, 313446-1611 Copynght 1986 by Crain Commu
alleges that three men acted dishonestly in connec- nicatons
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Computer Communication

1 St

2nd

3rd

Fourteen companies and six employee benefit
consulting firms are winners in the 1986 Employee
Benefits Communications Awards competition.

The 14th annual competition, sponsored by
Business Insurance to recognize outstanding
accomplishments in employee benefits communi-
cations, attracted a record 174 entries this year.

Sixteen awards are being made this year: first-,
second- and third-place awards in five categories,
as well as a special award in the audio-visual cat-
egory.

A new category was added to this year's compe-

Employe Benefits
Communicatio s Awards

I he 1986 EBC winners

2nd

3rd

PepsICo Inc.
White Plains, N. Y.

AS. Hansen Inc.

Pacific Gai & Electric Co.
San Francisco

Towers. Perrin. Forster G Crosby

Marine Midland llank

Buffalo. N.Y.

Hewitt Associates

Hanes Group
Winston-Salem, N. C.

William M. Mercer-Meidinger Inc.

NCR Corp.

Dayton. Ohio

Hewitt Associates

Santa Fe Southern

Pacific Co. Chicago

William M. Mercer-Meidinger Inc.

tition: interactive computer communication pro-
grams.

The new category, which attracted nine entries,
recognizes the growth of this new method of com-
municating benefit programs to employees.

The biggest growth in entries occurred in the
categories of booklets and total communication
programs involving several media to communi-
cate a company's total benefits program.

A panel of 11 judges evaluated the 174 entries
from more than 145 employers to select the win-
ning entries. Twenty-two consultants were

SPECIAL AWARD

Sun Life Assurance

of Canada

Wellesley Hills. Mass.
Hewitt Associates

involved in 149 of the entries.

Articles describing the winning entries appear
on pages 4-26, while the judges are listed on page
27.

The winners, and their consultants, are being
honored this week during Business Insurance's
conference in New York, "Employee Benefit Com-
munications: A Changing Environment Offers
New Choices."

Each winner receives a plague signifying the
award. A report on the conference will appear in
the Aug. 18 issue of Business Insurance.

U:ES-1

Total Communications Program

1 St Pacific Gas & Electric Co.

San Frencisco

Towers. Perrin. Forster & Crosby

2nd

3rd

Personalized Correspondence

U

1 St

2nd

3rd

Mc¤onald'= Corp.
Oak Brook. ill

Hewitt Associates

Barnett Banks of Florida

Jacksonville. Fla.

Hewitt Associates

Xerox Corp.
Stamford, Conn.

Benefacts Inc.

The New England
Boston

Prriduced in-house

Firit American Bank-hares Inc.

Washington, 0. C.

The Wyatt Co.

Booklets

1 St

2nd

3rd

Sara Lee Corp.

Chicago

William M. Merter-Meidinger Inc.

The Marine Corp.
Milwaukee, Wis

Hewitt Associates

Lo- Angeles Unified School
Oistrict Los Angeles
William M. Mercer-Meidinger Inc.
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PepsiCo benefits video pops with sati re
* By DONNA DiBLASE The video, shown to about 10,000

*.
employees at four divisions of the

 PURCHASE, N.Y.-PepsiCo Inc. company, won first place in the

»  is Lsing a bit of reverse psychol- audio-visual presentation category
' r *» . ogy to gersuade employees totake of the Business Insurance

*,1 .1 .- ·331 . 22 '* ' 4  the-r benefits seriously. Employee Benefits Communica-
Reg€nera:ing employees' enthu- tions Awards.

siasm ror the company's 5-year-old ''We wanted to convey to

. flexible benefits plan requires a employees that they need to re-
.paim#*jia„,ii: special touch, said Suzanne evaluate their choices. We wanted

' j Sanuelson, manager of benefits to hammer home choice-not

- communication for the company. details," said Ms. Samuelson.
"Nhen we were going into pro- PepsiCo conducted a survey a

ducing our video, we thought if w year ago to find out how employee
tre:tec :he subject lightly, employ- felt about the flexible benefits

ees would think more seriously plan, she said.
about.ke p_an," she explained. "We found out that employees

The result was "The Edge of really did appreciate the plan, but

way some mythical employees asm," she explained.
Choice," a humorous look at the we wanted to regenerate enthusi-

4 , make their benefit elections under "PepsiCo spends a lot of money
1

, I

"Benefits Plus You," PepsiCo's on enrollment every year," said
t flexible benefits plan. Steven Sundheimer, a senior con-

Call today for a brochure: (305) 593-1881

DATA
ORPORATION

8685 NW 53rd Terrace

Miami, Flonda 33166

sultant in the White Plains, N.Y.
office of consultant A.S. Hansen

Inc. "But, they wanted to make
sure employees didn't feel like 'ho-
hum, oh, it's this again,' at enroll-
ment time" he added.

The company began by changing
the name of the plan from "Bene-
fits Plus" to "Benefits Plus You" to

personalize the program, said Ms.
Samuelson.

"We also streamlined the enroll-

ment workbook, making the
materials easier to use," she said.

Then, to stimulate attendance at
the voluntary enrollment meetings,
PepsiCo introduced "The Edge of
Choice."

The 12-minute video, which cost
$60,000 to produce, was shown at
the beginning of the meetings to
entertain employees as well as to
inform them of any changes in the
plan.

As the melodrama begins,
viewers visit the living room of
George and Marsha, a middle-aged
couple faced with the dilemma of
making decisions about the flexi-
ble benefits plan offered by Mar-
sha's employer.

George swears that he can't cope
with making another decision. He
says he has recurring nightmares
of a giant man-eating question
mark with bulging red eyes chas-
ing him through a dark alley.
George has figured out that he
makes 173 decisions a day.

Marsha decides that George is a
victim of "option burnout," but
reminds him that as long as she
has a choice, "we've got an edge."

However, a few blocks away,
their friend Scott has his own sys-
tem for making his choices undeb
the plan. Seated on his sofa, he
aims darts at a dartboard marked

with the options under the plan.
Suddenly, Scott hears a knock at

the door. At first, he says he thinks
it's opportunity knocking. But, he
discovers instead that it's his
friend Brian.

Brian says he is shocked at the
way Scott is making benefit elec-
tions. Brian reminds his friend that
the enrollment materials are

simpler this year, so there is no
excuse for his behavior.

Scott reconsiders after Brian

reminds him of the tax advantages
of the plan because, after all,
"benefits are money," he says.

But, next door, the Robinsons are
having their own problems.

Doris Robinson is a wife and

mother who has set up an office at
home to make the most of her time.

She is a woman obsessed with time

management and her policy is, "if
it takes more than 15 minutes, it's
probably not a worthwhile
project."

This has left her husband, Hal,
and their teen-age daughter, Char-
lene, to cook and assume other
household responsibilities. To get
into her office to see her, they have
to knock and sign in-if she has the
time available.

Since Hal already has used up
his allotted time with Doris, it is
Charlene who has to inform her

mother of the changes under Hal's
flexible benefits plan.

Charlene reminds her mother

that this is important. She tells her
mother that last year they did not
elect dental coverage and now that
she has braces, "this family has
become a dentist's dream." Char-
lene mentions to her mother that

improvements in the dental cover-
age have been made.

As the show closes, the narrator

asks if George and Marsha and
their friends will make their bene-

fits choices wisely.
Then, he asks the viewers, "What

about you? Will you take time to
make informed choices, or will you
find yourself teetering on the edge
of choice?"

Continued on page 6
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Most Flexible Benefit Phns
Are A LittleRigid In'Iheir'Ihinking.

Ask some companies to set up
a flexible benefits plan for yourcompany,
and you mayend up with an approach
that's carved in stone.

In reality, most flexible benefit plans
are rigid pre-packaged plans that are
difficult to adapt to the individual require-
ments of your company and employees.

But at NWNL Group, we work with
you to strucmre aprogram that reflects
your specific needs. That might include a
comprehensive program with a full

portfolio of products or a simplified
model thats more in keeping with your
resources.

Our flexible approach to fiexible
benefits also includes a ful! range ofre-
ports that letyou measure the effectiveness
ofyour plan.

And perhaps most important ofall,
your plan is implemented by a company
with nearly 70 years of experience in
employee benefits.

'[b find out just how fledble we

can be, return the coupon for more information.
Fplesend me more information on your Flexible Benefit Plans. Send toF-1
 GinnyPatrick, NWNLGroup, 100 Washington Square, Mpls., MN 55440. 

1
Compgny

 City State Zip
Phone

| THEEASTER'lliINGS CHANGETHEMOREYOUNFEDNWNIP |

WI NWNL GROUP I
A diviston ofNorthuestern Nalloiwl ! fe Imrine(Din,am Mite211013. MS l Not admilled m lite ilate of Mu'*)rk j

The North Allani:c 1* Insurince Companv of Anlenca. Jericho. NY CA memberofthe 937. Comp.nies)
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PepsiCo video
Continued from page 4

Mr. Sundheimer of Hansen said

the video "tries to prove its point
through exaggeration. We wanted
to get employees' attention."

"I hope that employees don't
make their benefit elections by
throwing darts, but that all comes
back to the title of the video-that

every employee is teetering on the
edge of choice," said Ms. Samuel-
son.

Also, "the 'option burnout' scene
was meant to poke fun at the fact
that this program has been around
for five years. And, we felt that
some employees might be feeling
that, 'it's October and I have to do

this again.' We wanted them to
think about their choices," she

explained.
Although PepsiCo produced four

versions of the video for four divi-

sions of the company, making the
video was still cost-effective, Ms.

Samuelson explained.

"The interesting thing about this
is that we were able to shoot one

video and then splice in inserts
relating the details in the four
plans," she said.

Ms. Samuelson admitted it has

been difficult to judge employees'
reactions to the video.

"We found that if you do some-
thing light and funny like this, as
long as you have it properly posi-
tioned, it will work. If you have a
good meeting leader who can pro-
vide a lot of the details after the

video, then it will work," she
explained. However, she added,
"This is not something that could
stand on its own."

"It's not your typical benefits
show," Mr. Sundheimer said, but
he added it serves the purpose of
getting employees' attention.

One EBC judge said "the video's
message, 'benefits are money,' was
good." Another judge said the
video's ending of "employees tee-
tering on the edge of choice is a
very nice wrap-up." m

PG&E, Marine Bank videos
runners-up; Sun recognized

The runners-up in the audio-
visual category were:

• Second-place: Pacific Gas &
Electric Co. in San Francisco.

After employees ''heard it
through the grapevine," rumors of
PG&E's new flexible benefits plan
were confirmed in a video entitled

"Flex."

In the video, a few of the utility's
8,000 management employees dis-
cuss how the new plan will affect
them after the presentation opens
with background music similar to
Marvin Gaye's "Heard It Through
the Grapevine."

The 15-minute video, which cost

$75,000 to produce, was used as a
meeting-starter to give employees
a brief overview of the flexible

TODAY THE BEST PLACE
TOPUTYOURMONEY
MAYBEUNDER
A BLANKET

v While many people are seeking smart ways
¥ ¥to invest their money; the prudent are put-

ting it under a blanket-the Nationwide blanket.
Not only can Nationwide provide blanket

protection for all your insurance needs, Nation-
wide also offers a full array of financial services:
flexible life insurance plans, mutual funds, bond
funds, money market funds and IRA, Keogh, and
40lk retirement plans.

bene'its plan, explained Sally
Gottl_eb, flex project coordinator

for the utility.
"I had to collect a number of

employees from different parts of
the company-who had different
benefits needs-to appear in the
video, making candid comments
about the plan. Before the video
was produced, we had a meeting to
explain the flex plan to them," Ms.
Gottlieb said.

One EBC competition judge
commented that the PG&E video

"didn t make flex overwhelming. It
was audience-friendly."

Production of the video was

coord-nated by Ms. Gottlieb and
Janice Burnham, a consultant in
the San Francisco office of Towers,

Nationwide listens to your goals and
will customize a program of savvy investments
which only years of experience can provide.

For more information on Nationwide's wide

range of investment services, call a Nationwide

representative today. Just look in the .6Yellow Pages.

NArIONWIDEINSURANCE E 0
Nationwide is on your side. S

Home Office: One Nationwide Plaza, Columbus, Ohio 43216 · Nationwide Life Insurance Company ·Nationwide Financial Services ·
Available in most states · An equal opportunity employer

Perrin, Forster & Crosby, and Jef-
fery Horn, a consultant in the Den-
ver office of TPF&C.

• Third place: Marine Midland
Bank of Buffalo, N.Y.

Marine Midland used its corpo-
rate logo of a clipper ship to
emphasize to employees that they
could chart their own courses
under the bank's new flexible ben-

efits plan.
In a sound and slide presentation

entitled, "MarineChoice-Chart
Your Own Course," a miniature
sailboat takes employees on a voy-
age during which they visit benefit
"islands" that can help them
weather unexpected storms.

A miniature set and props were

used to depict the voyage, complete
with the hazards of the sea like

sharks, which represent the Inter-
nal Revenue Service, and storms,

which represent unexpected ill-
nesses or accidents, said Bill
Greene, a consultant with Lincoln-

shire, Ill.-based Hewitt Associates.
"We tried to build the analogy

all along that you should evaluate
your situation in life just as you
would on the sea," he explained.

In the slide presentation, life
preservers represent life insurance
options and treasure chests repre-
sent reimbursement accounts,

where employees can keep pretax
dollars safe from the sharks.

"The slide presentation was used
to soothe employees and make
them relax and feel more comfort-

able about this big change," said
Lana Lewis, vp and manager of
indirect compensation.

One judge commented that "this
is a nice, short presentation for a
very detailed scenario of the flexi-
ble plan."

The 14-minute presentation cost
about $40,000 to produce, Mr.
Greene said.

The production of the audio-
visual was coordinated by Ms.
Lewis, Mr. Greene and two other
Hewitt consultants, Ed Skager and
John Shillingburg.

• A special award was given to
Sun Life Assurance Co. of Canada

in Wellesley Hills, Mass., for its
video, "The Sun Advantage."

The video was designed to intro-
duce the company's 401(k) savings
plan to two groups of employees:
about 800 workers in the insurer's

home office and about 700 agents
in field offices across the country.

The video features a castaway on
a deserted island, exaggerating the
remote locations of some of the

company's agents. But, even
though the man has been stranded
on a deserted island, the Internal
Revenue Service still manages to
send him a 1040 form to file his

income tax.

And, that's where "The Sun
Advantage"-the pretax savings
plan-comes in. The narrator gen-
erally tells employees about this
"less taxing way to save."

At the end of the 10-minute

video, the castaway enjoys the
rewards of his reduced taxable

income by relaxing with a cham-
pagne and lobster dinner on his
island.

"We decided the best thing was a
light treatment just because we
wanted the video to be a teaser,"
said Rebecca Hudson, senior public
relations assistant, who helped
produce the video.

The video was shown at the

beginning of employee meetings,
said Mac Bradford, a consultant in
the Rowayton, Conn., office of
Hewitt Associates. "This presenta-
tion can't stand on its own. There

is a whole package of materials
that went with it."

The video cost about $20,000.
Production was coordinated by Ms.
Hudson and Mr. Bradford. I
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A preconceived result
r'|HE BACKLASH against perceived price goug-
1 ing by the insurance industry is going to give

insurers a severe case of whiplash.

Already, as we have pointed out in past news
articles and editorials, insurance departments are

punishing insurers for their big rate hikes, midterm
policy cancellations and last-minute decisions not

to renew policies. States such as Florida, New York
and New Jersey, to name a few, have adopted
strict new rating controls and restrictions on policy
cancellations and non-renewals.

Now we have judicial thrashing of insurers with
the Oklahoma Supreme Court decision throwing out
workers compensation rate increases in the state
and ordering premium refunds.

With insurers' profits rebounding at the same
time that corporations, municipalities and institu-
tions can't find-or can't afford-insurance,

defending insurers against judicial and regulatory
retribution will not be popular.

Nonetheless, we feel compelled to criticize the
Oklahoma Supreme Court for handing down a deci-
sion that is nothing more than a retroactive ratio-

nalization to support a preconceived result (see

story, page 1).
The court reads Oklahoma's rating law to permit

rate hikes only if rates are found to be inadequate.

And, according to the court's reading of the law, "a
conclusion that rates are inadequate necessarily
depends upon a finding that (1) rates are unreason-

ably low...and (2) either the use of the rates

endangers insurer solvency or the rates do, or will,
adversely affect competition or create a monopoly."

One of the tests, it appears, means insurers in
Oklahoma are not entitled to make a profit and may
be granted rate hikes only to prevent insolvency.

We're not sure how insurers could justify workers

T

letters

compensation insurance rate increases using the
other test referring to competition and a monopoly,
except to threaten mass withdrawal from the state,
leaving workers compensation underwriting to the
state fund and creating a monopoly. We expect that
would open another proverbial can of legal worms.

Even if "endangers insurer solvency" is given a
liberal meaning to permit insurers to earn profits
and not just to prevent the erosion of surplus, the
court's decision puts an impossible burden on the
Oklahoma rating board.

The court expects the state's five-person rating
board, assisted by a staff of only 13 people, to plow
through detailed financial reports from all the
insurance companies represented by National
Council on Compensation Insurance to come to the
conclusion that the use of current rates "endangers
insurer solvency."

We are not, however, holding the NCCI blameless
for this decision.

We appreciate, for example, the court's demand
that insurers disclose information on investment

income and insurance company expenses when
requesting rate hikes-which the NCCI failed to
supply at all regarding investment income and in
insufficient detail regarding expenses.

Overall, however, we agree with the comment in a
dissenting opinion written by Justice Robert Laven-
der, who wrote:

"The majority opinion has widely departed from
the concept of allowing free market forces to govern
proposed rates. . . .The result of the majority's rea-
soning is to treat the insurance industry as a public
utility."

"I find no authorization for such treatment in

statutes governing insurance," he added.
We wonder how long that will be true.

Demand quality monitoring from PPO networks
To the editor: We couldn't agree more

with Samuel X. Kaplan's Perspective
article, "Quality vs. Cost," concerning
the quality of care provided by health

Business Insurance welcomes let-

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

maintenance organizations and preferred
provider organizations (BI, June 30).

The time is soon coming when employ-
ers will face the reality of controlling
costs. . .without monitoring quality. Liti-
gation and over-regulation will result if
we do not demand initial and ongoing
medical services quality monitoring from
PPO networks.

Pacific Mutual Insurance Co. insists

upon this as a cornerstone of its PPO
networks. It's good for marketing, but it's
much more than that. . . .It established

consistency throughout the PPO network
and a level of trust with clients.

Mr. Kaplan has been outspoken for a

*V m
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number of years on critical health care
issues. He should not be alone in his con-

cern for PPO quality.
James W. Burke

Pacific Mutual Life Insurance Co.

Newport Beach, Calif.
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Communication key to 6 Flex' success
By DONNA DiBLASE

SAN FRANCISCO-Pacific Gas

& Electric Co. employees are get-
ting the most out of their new flex-
ible benefits plan partly because
the company began its communica
tion effort before the plan was
dp:,igncd.

The San Francisco-based utility
began its award-winning e,mmu-
nications program by surveying its
management employees about their
benefits.

"We had an overwhelming 9 1%
of the 8,000 management employ-
ees who responded tell us that a
flexible benefits plan would be
good for PG&E," said Sally Gott-
lieb, flex project coordinator fcr
the utility.

"Flex," the $300,000 communi-
cation program that followed to

implement a flex plan,
included employee newslet-
ters, group meetings, audio-
visual presentations and
interactive personal computer
software. The program won
first place .n the total benefits
communication program cate-
gory of the Business Insur-
ance Employee Benefits Com-
munications Awards.

The benefits survey
revealed that most PG&E

management employees really
liked their benefits, noted
Janice Burnham, a consultant
in the San Francisco offic
Towers, Perrin, Forster & Cro

who worked on the project.
"The points that we got from

survey were that the benefits
one of the reasons many emplo
joined PG&E and stayed. But,

4 t

announced to employees
through the company's news-
letter, "PG&E Week," the
company began conducting
focus group meetings with
employees. Employees were

*14' introduced to possible flexible
. plan designs and possible

enro_lment procedures, said
Ms. Gottlieb

"We conducted a lot of

focus groups on how we

gram too. These were really should communicate the pro-
important to the success of the
program and we did make

e of said they wanted more flexibility," some changes in our communica-
sby, Ms. Burnham explained. tion plans as a result of the

The seven-page, confidential groups," she added.
the survey asked employees to evaluate After the meetings were held, the

were their tenefits and brief.y describe final plan was designed and
yees any changes they would make PG&E's board of directors

they After the survey results were approved it. Then, the communica-

-91
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tion process of "Flex" began, Ms.
Gottlieb said.

Along with announcements in
the company newsletter, employees
began receiving a series of seven
''Flex Bulletins'' two months

before enrollment began, she said.
Beginning with a bulletin that

gave a brief overview of the new
plan, each bulletin covered a dif-
ferent topic, including:

• Three health care options.
• A health care reimbursement

account and a dependent care
reimbursement account.

0 Four life insurance options.
• How to buy or sell up to three

"FlexDays" for employees wanting
more or fewer vacation days.

• How employees can "buy" dif-
ferent benefits with "FlexDollars."

• Examples of different benefit
choices and how they worked.

The company selected 180
employees from all of its locations
to be trained as leaders of

employee meetings, Ms. Gottlieb
said. These employees attended
2 th-day training sessions.

"These meetings were a major
factor in the success of the overall

communication program," said
Jeffery Horn, principal consultant
in the Denver office of TPF&C.

"We held a panel question-and-
answer discussion, where we had
the trainees ask every question
they thought they might be asked
in the employee meetings. It turned
into a competition to stump the
experts," Ms. Gottlieb explained.

During the sessions, a court
reporter recorded all of the ques-
tions the trainees asked. After the

training was over, employees
received copies of all of the ques-
tions and answers, she said.

"We tried very hard to let these
people know that we were going to
break all of the myths that benefits
are boring. We encouraged heavy
group participation and no seg-
ment lasted more than 30

minutes." Mr. Horn explained.
"If they left with questions

unanswered, then the meetings
would have failed," he said.

Once the leader training was
over, employee meetings were held
at all locations over a three-week

period, Ms. Gottlieb said.
The meetings opened with a

video in which several PG&E

employees candidly discuss how
they thought the new plan would
affect them.

The video won second-place in
the audio-visual category of this
year's EBC competition (see story,
page 6).

"When we were coming up with
ideas for the video, one of the first
things that came out as far as how
people get information at PG&E
was that it's through a grapevine,"
explained Ms. Burnham of TPF&C.
"So, we designed the opening
music to sound like the song
"Heard It Through the Grapevine,"
she said.

Since one of the main objectives
of the program was to convince
employees that "Flex" was not a
reduction in benefits, "we used
real employees in the videotape to
get a positive response from our
employees," said Ms. Gottlieb.

Employees then saw a slide pre-
sentation narrated by the meeting
leaders that provided more details
about the benefits options and the
tax advantages offered by the flex-
ible plan, she said.

Each employee also received a
personalized enrollment package
which included:

• A -Flex'' booklet that
explains the enrollment process,
how "FlexDollars" are allocated

and all of the options offered by
the plan.

• A personalized election form,
computer-printed with the
employee's name and the amount

Continued on page 12
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PG&E communication plan organization options

• An employee response card asking employees to Life insurer, Washington bank
Coumued from page 10 rate various elements of tte communication program
of 'Flex-Dollars" he or she has been allotted About a month after enrollirent, employees received

In the first of the form's -wo sections, the cost in personalizec statemen-s ccnfirming their benefits win honors for their programs
"F exDollars" for each benefit Option 15 listed elections, sail Ms GottlieD

In the second section of the form, employees total the The staterent listed the benefits choices ard their The runners-up in the total ben- debut, said Larry Cutler, assistant
co t of all of their choices :o determine if they are cost ln "FlexDollars " efits communication program cate- vp in The New England's bene-
en itled to unused "FlexDollars" or if they will incur Ms Gottlieb gaid employees were very satisfied with gory are fits planning and counseling
an additional cost the plan and the way it V/ES C ommunicated • Second place The New department

They can place unused -FlexDollars" in reim- "The feedback we receivpd on the response cards England of Boston, formerly Members of the company's
bursement accounts, a savings fund or receive the dol- was overwhelmingly positive,' she said known as New England Mutual employee drama club-named for
lars as taxable income at the end of the year But there were other incicators of the program's sue- Life Insurance Co the company's street address-

• An enrollment form for med cal and dental plans cesb "Eight,-five percent of employees chose benefits The New England wanted to starred ln a video that portrayed
Employees listed the individuals to be covered on this different than what they had before That confirmed convince its 4,000 employees that the diversity of the workforce and
form, which also could also be used to request changes for us that tle whole concept of the plan was a good the bene'its provided under a new ltS varying benefit needs
in coverage after the plan year begins idea," she said flexible plan could be as Individual "We wanted to try a wide range

• A "FlexSelect" interactl ie personal computer dis- "A lot of employees alsc elected a number of the new as each employee's facial profiles of communication media because
ke.te Employees could use :he diskette with a com- options under tne plan For example, 23% chcs€ to save The new benefits plan, dubbed of the range of different people in
pany-owned personal computer to see the restlts of in the reimbursement accounts Fifteen percent bought "Profile, '' was Introduced to our company," Mr Cutler said
different benefit elections 'FlexDays," she said employees last fall through a series Employees also could learn more

For example, they could see hat their tax savings ' One of our objectives was to make sure errployee. of newsletters and posters The about the plan by using an inter-
w(,uld be if they deferred a portion of their ss laries understood the plan so that they wouldn't make errors company used a color logo of the active software program run on
to tax-free reimbursement accounts Or they could on their enrollment forms," TPF&C's Mr Horn said profile of a face throughout ltS personal computers, he said And,
determine which benefits electicns would allow them "In the end, less than 10% made errors " commun.cations a benefits hot line was set up to
to receive unused "FlexDollars" as taxable income One EBC Judge said that PG&E's communicatior And, as part of the communi- answer any questions

• A chart comparing coverages under the company's effort was "beautifully handled and produced It made cation effort, employees saw the The EBC judges agreed that The
indemnity medical plans End health maintenance me wish I worked for a company like PG&E " • "501 Players" make their video New England offered a communi-

cation medium for everyone
"The program has good informa-

1
.. lion and variety Everyone lS

.. 1 ... .

-. informed," said one judge
The program, which cost about

$80,000, was produced in-house by
Mr Cutler and Jeanne Kristaponis,

. a communication consultant at The
a

. 1
. New England

lih

i • Third place First American
. Bankshares Inc , a Washington-

based multistate bank holding
company

3 I ..t
:

First American Bankshares was
.

./ .. faced with a communications.:....
. 1. . problem when lt consolidated the

.r /
-

..
benefit plans of ltS subsidiaries to
establish a unified corporate lden-

1, tity, explained Anthony Toren-
.

tinos, senior vp and director of
5 .

0 I .. human resources for the company
GI

Although the benefits of bank
. subsidiaries in five states were

K . being consolidated into one flexi-
.

i ..
ble plan, the bank wanted ltS 4,200

..
employees to know that the new
plan still took into account the

. diversity of the workforce
To communicate "The American

Choice" plan, the company deve-
loped a series of composite charac-

ir<\ ters that represented the diversity
of employees' lifestyles and their-

different geographic locations
These composite characters were

-. i-e . t.
. used throughout the communica-

hon program, from a series of
...

. newsletters to a video

- ./ '1- 2- "We held focus groups at the
*

-. beginning and tried to key in on
what we thought employees needed

M . :' /:7 f*: . to know the most about under the1

I .C.
new plan,'' explained Russ
MeNish, manager of compensation

.

and benefits for the company
I It'

P ' -4 "We came up with composites of
f, employees and used those to coin-

municate the choices under the

plan," he added

ifference The six composite employeesA World of D range from a middle-aged husband
. living in Virginia to a young couple

.. from Maryland expecting their
first child

..

.. Each composite employee lS fea-
. tured in one of six newsletters

Each newsletter discusses a differ-

ent benefit area of the plan and IS
color-coded to match explanationsMaclean, Oddy & Associates, Inc. of benefit areas in an enrollment
booklet

In today's world, Maclean, Oddy may make the difference for you. "We aimed to try to get employ-
. ees to think of some of the benefits

. Maclean, Oddy focuses on large, complex insurance needs We in terms of the composites and
speciallze m arranging insurances for national and multi-national comer- color-coding," explained Arnold
cial, industrial and financial accounts with coverages effected at Lloyd s Malasky, a consultant in the Wash-
London and representing maOr U.S insurers ington office of The Wyatt Co

In addition to the newsletters
We're not for everyone - but we may be perfect for you. and a video, a telephone hot line-

called "ChoiceLine"-was avail-
.

1 - Domestic and International [nsurance and Reinsurance Brokers 6 able to employees with additional
questions

2 12 1 San Jacinto Tower, Suite 1818.LB 7 .

One EBC judge said, "The per-
Dallaj Texas 75201 ... sonalization of the program was

(214) 969-0090
.

Telex 163191 .. impressive "
.... The program cost about

.. 9

$250,000 It was coordinated by(Exclusively through Agents & Brc,kers) 5. 0 Mr McNish and Anthony Toren-
tinos, senior vp and director of
human resources at First Ameri-

.
..

. can, along with Mr Malasky of
.

Wyatt
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Financial security?
Having the most experienced

underwriters?

Or knowing that the company
you're dealing with will always
be there?

At Clarendon, we don't make any
distinction between the three.

To us, they're equally important.
That's why we have:

- Surplus of $225m.
Creative, flexible underwriting

dedicated to traditional licensed

treaty reinsurance.
A long term commitment to the

brokerage market.

CLARENDON NATIONAL
INSURANCE Co.

CLARENDON NATIONAL INSURANCE CO. & CLARENDON AMERICA INSURANCE CO. MEMBERS OF THE CLARENDON INSURANCE GROUR
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Hanes' interactive softwa re explains 401(k)
By DONNA DiBLASE

CHICAGO-Hanes Group is
using interactive computer soft-
ware to help employees understand
its new 401(k) savings plan.

Hanes employees can use a per-
sonal computer to judge how
deferring a portion of their pretax
salary to the Hanes Retirement
Savings Plan affects their current
take-home pay as well as their
future retirement income.

The software program, which
cost $20,000 to develop, won first
place in the computer communica-
tion category of the Business
Insurance Employee Benefits Com-
munications Awards. Computer
communication is a new category
in this year's EBC competition.

The Winston-Salem, N.C.-based

subsidiary of Sara Lee Corp.

'We wanted

employees to be able
to learn at their own

pace,' explains Sara
Lee's Gary Grom.

implemented the 401(k) savings
plan in July 1985, explained Gary
Grom, director of human resources
in Sara Lee's Chicago headquar-
ters.

But, the company had some spe-
cial concerns about how to commu-

nicate the plan, explained Karen
Greenbaum, a principal consultant
in the Chicago office of William M.
Mercer-Meidinger Inc., who coor-
dinated the computerized commu-

THE NEW COBRA STATUTE...

Itsalaw youvegot to comply
with NOW!

WASHINGTON (April 7. 1986) Congress
today passed the Consolidated Omnibus
Budget Reconciliation Act which becomes
effective on employers' health plan anniver-
sary dates following the 1st of July.

Nearly every employer with 20 or more on
their group health plan must comply with this
new statute. The penalties for noncompliance
are severe. If the complex notification. record
keeping, and other requirements of rhe statute
are notmet. theemployercanlose the entire tax
deduction for health benefit plan expenses.

THE NEW COBRA

SOLUTION
...

The COBRA Management Resource makes managing COBRA easy

 The COBRA Management Resource
 is a comprehensive system consisting
i of a resource manual and the soft-

ware necessary to support compliance
T with COBRA. If you have an IBM-PC,

PC/XT or true compatible with at
least 256K of memory and Lotus

6 1-2-3 (Release 2), you can use this
accurate, fast, and easy to use system.
The resource manual includes all

forms, hire and event notifications,
participant status change,
mangement recommenda- .«-, « '

i tions, the indexed .«--- ·«  . .,·F- ,-
statute, and
more. -PV*

Broker, TPA, accountant, and consultant inquiries are welcome.

IBM, IBM-PC, IBM-PC/XT are registered trademarks of IBM Corporation.
Lotus and 1-2-3 are registered trademarks of Lotus Development
Corporation.

*** 1/ Management
At $695 (plus tax and shipping) complete,
the COBRA Management Resource has a
one-year limited warranty plus a FREE
one-year update program for registered
purchasers. It is used by the California
Merchants and Manufacturers Association,
leading third party administrators, and

companies throughout the country.
And its available NOW. See

, your broker, TPA,
accountant, or
order direct.

i .'''

For more information, write or call:

Client Services

 The human resource, resourceCommonwealth
Resource, Inc.

2172 DuPont Drive, Suite 216
Irvine, CA 9271 5-1318

(714) 476-2167

nication project.
"First of all, we were communi-

eating a change from an all after-
tax savings plan to an all pretax
plan," she said.

And, since all 18,000 salaried
and hourly employees are eligible
to participate in the plan, the
apparel manufacturer wanted to be
sure employees at all levels of pay
and education understood the

impact of contributing to the plan
on a tax-deferred basis, she
explained.

"One of the company's concerns
was that employees felt that they
couldn't afford to save," she said.
"But, Hanes also felt that if
employees didn't participate in
retirement savings, they wouldn't
have retirement income."

Hanes "also wanted to be sure

that consistent messages about the
plan were presented to employees
at all locations," Mr. Grom
explained.

"We wanted employees to be
able to learn at their own pace," he
added.

The interactive software pro-
gram was an obvious choice, said
Ms. Greenbaum. By using the sys-
tem, employees could have fun
while learning about the plan at
their own speed, she said.

Two sets of meetings were held
in June 1985 to introduce the

401(k) plan and the communication
software to employees, she
explained.

The company used an audio-
visual presentation to introduce
the change to a 401(k) program
from an aftertax savings plan.
Employees received brochures
about the plan and a special 401(k)
calculator, she said.

At the second meeting, employ-
ees met one-on-one with benefits
department personnel and were
shown how to use the interactive

computer program to determine
how much salary they should defer
to the plan.

"We made the program as user-
friendly as possible so that no
knowledge of computers is really
necessary to operate the program,"
Mr. Grom explained.

The program reports the effects
of pretax savings on ennployees'
take-home pay and future retire-
ment income through the use of
colorful moving graphics. Graphics
also are used to illustrate other

aspects of the 401(k) program, such
as the plan's withdrawal provi-
sions.

The software program begins
with a graphic of a rainbow and
the message: "Destination: Retire-
ment Financial Security." Next,
employees are warned through the
computer that they need to plan
ahead and make wise decisions to

ensure a safe trip toward retire-
nnent.

Employees are asked to enter
data such as the date, their birth-
date, salary, marital status and
whether they are a salaried or
hourly employee.

Next, the program explains that
under the new plan, they can defer
between 1% and 10% of their

salaries on a pretax basis and
receive a company match of 35
cents on the dollar for the first 5%
of salary deferred.

The software program then cal-
culates the additional savings
employees can realize under the
new plan as a result of their
reduced taxable income and the

company matching contribution,
which was inaugurated with the
401(k) plan.

Tax tables built into the program
are used to estimate the income tax

employees would pay on their
reduced income.

The program tells employees that
although they must pay taxes on
the amount withdrawn from the

Continued on next page



NCR, Santa Fe runners-up in computer category
Computer communication category runners-up were:
• Second place: NCR Corp. of Dayton, Ohio.
NCR Corp. thinks employees should take an active role

in planning for their retirement.
To get employees involved, the company developed

"EstiMATE," an interactive diskette for use with a per-
sonal computer, said Douglas Bartlett, NCR's director of
benefits-United States.

EstiMATE helps employees project their retirement
income by allowing them to enter personal data and
assumptions on salary and savings. The program makes
retirement income assumptions based on the entered infor-
mation and tax information built into the program.

The program was introduced to employees in February
1985. Mr. Bartlett declined to reveal its cost.

The diskette is enclosed in a 12-page booklet that
explains how to load EstiMATE into the computer.

EstiMATE is divided into eight "chapters" or screens,
including a section that gives basic instructions for using
the computer and program.

Other sections help employees estimate income from a
401(k) savings plan, a profit-sharing plan, a payroll-based

Continued from previous page
plan after they retire, they may
qualify for favorable tax treat-
ments like 10-year forward
averaging.

Employees also are informed
that they can withdraw their sav-
ings before retirement if they dem-
onstrate a financial need like the

purchase of a home.
The program then furnishes esti-

mates of how employees' 401(k)
accounts will grow over five, 10
and 20 years, assuming current sal-
ary and contribution rates and a
10% return on their investment.

A moving graphic of two pots of
money then illustrates how much
more retirement income can be
generated by the pretax with the
company match compared with the
company's previous aftertax sav-
ings plan.

At the end of the program,
employees can start again and
enter different percentages to bet-
ter help them determine how much
they wish to defer to the plan.

"Employees have a chance to see
the impact of various contribution
levels," said Ms. Greenbaum.
"That's why a PC program works
better than a printed statement
because employees can really play
around a lot more."

When finished, employees can
make a printout of their calcula-
tions.

"We included the printout capa-
bility because one concern that we
had was that we would only reach
employees with this system," said
Ms. Greenbaum.

"This way, employees can share
the printout with their spouses or
financial advisers," she explained.

The program ends with a graphic
of a rainbow. But, this rainbow
leads to a pot of gold and a mes-
sage that urges employees to enroll
in the plan soon so they can reach
their destination of retirement

security.
Employees really liked the soft-

ware program, Mr. Grom said.
"We have an excellent enroll-

ment in the plan. Some of that is
due to the communication tool, but
I can't say it has been solely
responsible for this. The enroll-
ment would be up just because of
the pretax nature of the plan," he
explained.

Eighty-five percent of Hanes'
employees participate in the plan.

The program also received
enthusiastic comments from the

judges of the EBC competition.
"This is an excellent program

that was entertaining to look at. It
presented information necessary
for employees at all income and
educational levels to make an
informed decision," said one of the
judges.

Another judge commented that
while "it's unusual that the pro-
gram is geared to hourly employees
as well as salaried employees, it
has a logical development and is
easy to understand." I

employee stock ownership plan and a pension plan. There
is also a section on Social Security and savings.

By selecting a chater and entering the necessary data,
moving graphics show how an employee's retirement
income increases or decreases under various assumptions.

Employees can obtain copies of the diskette from their
division supervisors, said Mr. Bartlett. However, NCR has
no objection to employees copying the diskette.

"Employee response has been extremely positive. We are
eventually planning to make the program into a total
financial planner," he said.

The project was coordinated by Mr. Bartlett and Steve
Ramsey, a consultant in the Lincolnshire, Ill., office of
Hewitt Associates and Kathy Collura, a Hewitt consultant
based in Atlanta.

• Third place: Santa Fe Southern Pacific Corp. in Chi-
cago.

Santa Fe's retirement planning program, Options Plus
Opportunity, was intended to educate and prepare employ-
ees for retirement. It was introduced in December 1985.
The company declined to reveal the cost of the program.

As part of the program-targeted to employees aged 55

to 65 and their spouses-employees used an interactive
diskette to estimate their retirement income. The dis-
kettes were used at several retirement planning seminars.

The program asks employees to enter basic information
such as their birthdate, their spouse's birthdate, current
salary, investment earnings and other income. Employees
also enter their current contributions to the company's
401(k) plan and any other savings plans.

Then, with the use of colorful moving graphics-like
stacks of money-the program makes retirement income
assumptions based on the entered information and tax
information built into the program.

At the end of the program, a graphic of a fireworks dis-
play over a city skyline-complete with music-appears. A
printed message assures employees that they have just
taken an important step in planning for their future.

The project was coordinated by Ronald Holden, sqnior
retirement specialist, Russell Hagberg, director of com-
pensation and benefits, and Al Mallet, senior retirement
specialist of Santa Fe, and Barbara Gladman, associate
consultant in the Chicago office of William M. Mercer-
Meidinger Inc.

METLIFE SHOWCASE HAS A MENU TO SATISFY

YOUR EMPLOYEES' CRAVING FOR INFORMATION.

Hello. Snoopy
Hello, Metlife Showcase.

What would you like to see ?

Leth see a Menu.

Savings Plan Balances 1
Health Care Benefits 2
Retirement Projections 3
Newsletter 4

Number Three Please.

Snoopy, These are your estimated retirement benefits.
At age Monthly
62 487
65 523

Thanks MetLife Showcase.
Now lets see another
menu. rm in a pizza
mood toniqht.

LIFE

--Shdvicase
IT SAVS A LOT FOR VOU.

It'll also lend the support employee benefit
managers need to do their job even better

As employees use MetLife SHOWCASE to
ask questions about their own benefits, this
unique computer-based service answers
them. Our dynamic service can show each
plan's current status, and its potential.

It's easy to implement. Just call
1-800-847-8285 for a MetLife SHOWCASE
demonstration.

©1986 Metropolitan Life Insurance Co., NY., NY.

V

GET MET. IT FAYS.
) Metropolitan LifeANDAFFILIATEDCOMPANIES

-

5246*2

SNOOPY: ©1958 United Feature Syndicate, Inc.
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McDonaldh

cDonald's folds history
1 into personalized booklet
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By DONNA DiBLASE

OAK BROOK, Ill.-"Nobody can
do it like McDonald's can " the

fast-food giant professes.
And, to remind emplcyees of

what the company does for them,
McDonald's Corp. designed a per-
sonalized 1985 benefits statement,
outlining not only the employees'
different benefits, but also the his-
tory of the company.

A "timeline" featuring illustra-
tions of milestones in the com-

n--dig pany's history is the highlight of
"Your Benefits 1985; 1955-1985: McDonald's 30th Anniversary,"

5 » which captured first place in the
I personalized correspondence cate-

gory of the Business Insurance

Employee Benefits Communica-
tions Awards.

"We look for a different theme

every year," said Sue Vander Horn,
manager of employee benefits for
the company. "But, since 1985 was
the 30th anniversary of McDon-
ald's, we thought it would be a nice
opportunity to incorporate that in
the statements. Plus, we thought
longtime employees might enjoy
seeing the history."

The 12-page statement, which
was prepared with the help of Lin-
colnshire, Ill.-based benefit con-
sultant Hewitt Associates, was dis-
tributed to 8,000 full-time and
store management employees last
June, Ms. Vander Horn explained.
She declined to reveal the cost of

Introduc Hilb, Rogal
dHamilton Comp F

.I N#*R,iaa:'*4*/M 1 * 7,4,41<48-,0 1//.'.$: - tl-LL:-I... 0-

Charldttesville,WA 08 . . Jackson, MI Manchester, CT

43*r,

UNDERWOOD
DAWEON

1 /64                                                                                                                                                                                                      . -

../ W// 1 liN . Ique:'ll'.IlPERCY H. CE_  
GOODWIN . - ...elmmill'

I ..4 . . 00 -- -u--4--.1---- Tampa, FL

------. I-- *40 epii=.7 #V..1XM %*U-

-1. 4..=.a

Chesapeake,VA Atlanta, GA Pittsburgh, PA

I 3.2

MEUCHE,

HICKMAN 0
- SNOW

D. 0 0 Richmond,VA

For years, the strength of our local offices
underscored Hilb, Rogal and Hamilton's capa-
bilities as America's 3rd largest privately-held
insurance agency.

But to make our national scope even clearer,
all our offices now carry the name Hilb, Rogal
and Hamilton.

Which means that now, poised for another
year of record growth, we're as united in name
as we are in resources.

e-
=13

Birmingham, AL

HERNDON,
ILES 6, SCOrr

Resources that give us the ability to evaluate
and recommend programs for every kind of Com-
mercial and Personal coverage. And the ability
to place it quickly, through the nearly 20Oinsur-
ers we represent.

With a single namein all our
offices, its easier than ever to RAMknowwhere togo for across-the-
board coverage. Just get ac-

INSURANCE
quainted with HRH.

the program.
Along with incorporating the

company's history in the state-
ment, several changes also were
made in the format of the state-
ment, she said.

"We usually distribute a single-
sheet statement," Ms. Vander Horn
said. "But, this year, we decided to
use a booklet format for a few rea-
sons.

"First, we wanted to expand the
description of benefits. We also
had a new 401(k) plan, plus we
wanted to give employees more
information about our other capi-
tal accumulation plans," she
explained.

The company also decided to
include an employee questionnaire
in the 1985 statement for the first
time, she said.

The questionnaire asks employ-
ees to rate their benefits and the
usefulness of the statement itself.

It also gives employees an opportu-
nity to let the company know
which benefits they would like
more information about, she said.

"The company really wanted to
solicit some response from employ-
ees," said Wendy Rhodes, a Hewitt
consultant who worked on the

project. "McDonald's did every-
thing it could to get employees to
participate in the communication
process."

The booklet, which measures
about 7-by-9 inches, features an
illustration of company founder
Ray Kroc surrounded by illustra-
tions of McDonald's products and
Ronald McDonald, the company's
mascot.

On the inside of the cover, a
folded flap holds two laminated
personalized identification cards
for the company's group health
insurance plan: one for the
employee and one for dependents.

The employee's or dependent's
name and the group policy number
of the health plan, which is under-
written by Travelers Corp., appear
on the front of the cards. Plan

highlights are on the back.
The employee questionnaire is

included behind the flap holding
the identification cards.

The statement itself opens with a
one-page introduction from
McDonald's President Edward

Rensi and an explanation of the
preparation and purpose of the
booklet.

The timeline runs along the bot-
tom of each page, beginning with
an illustration of the first McDon-

ald's restaurant, which opened in
1955. There are 13 illustrations in
all, including graphics of three
popular commercial jingles and the
opening of McDonald's Hamburger
University. A caption identifies
each illustration.

The company's traditional red
and gold colors are used to high-
light headings that introduce each
benefit area. The rest of the state-

ment is printed in black, with color
illustrations on the timeline.

Personalized information was
first printed in the booklets using a
computerized impact printer, and
then the generic content was
printed conventionally, said Ms.
Rhodes of Hewitt.

An explanation of the purpose of
the benefits as well as persona-
lized information about the
employee's current coverage sta-
tus precedes the actual summary
of each benefit.

Included among the benefit
descriptions are:

• The deductibles, copayments
and limits for medical and dental
benefit plans. Covered expenses as
well as cost-containment incen-

tives also are listed and explained.
• A brief explanation of

Continued on next page



Continued from previous page
McDonald's dependent care reim-
bursement account benefit. The

section tells employees how they
can defer up to $2,400 annually to
the account.

• Explanations of the com-

pany's short-term and long-term
disability plan and statements of
how much coverage they will
receive.

• A section on survivors' bene-

fits that shows employees' current
coverage under a company-paid
life insurance plan as well as any
employee-paid supplemental life
insurance.

Also explained are the amount
of Social Security, accidental
death and dismemberment and

capital accumulation benefits pay-
able to the employee's survivors.

• Summaries of all of the com-

pany's capital accumulation plans.
The statement tells employees

how much McDonald's contributed

to the profit-sharing plan, as well
as the amounts of any forfeitures.
The current vested amount and the

value of any employee contribu-
tions to an investment savings plan
are also shown.

In addition, projections of the

values of both the profit-sharing
and the savings plans in 15 and 30
years-assuming three different
rates of return-are provided.

The statement also describes

three different McDonald's stock

plans.
The total value of the amount in

each employees' "stock sharing"
account, as well as the company's
annual contribution to the TRA-

SOP, are listed.

Employees also can purchase
McDonald's common stock through
payroll deductions under the com-
pany's stock purchase plan. Cur-
rent account balances for this plan
are listed in the statement.

In addition, similar information

about a separate employee stock
ownership plan-called a MeDE-
SOP-is provided. This plan con-
tains the new 401(k) salary reduc-
tion option.

Employees also receive informa-
tion about payroll-deductible con-
tributions to a company-sponsored
Individual Retirement Account.

• Estimates of what employees'
Social Security benefits will be at
age 65, based on their current sal-

ary. Social Security benefits pay-
able to employees' spouses at age
65 also are estimated.

• How many vacation days and
paid holidays they were eligible for
in the previous year.

A brief explanation of a special
McDonald's vacation benefit-

called a "sabbatical"-follows this

section.

Under this benefit, employees
are eligible for eight consecutive
weeks of paid vacation after every
10 years of service with the com-
pany.

The statement ends with a chart

summarizing how much McDon-
ald's and the employee contribute
to the cost of these benefits.

Employees can then add the total
cost to their yearly earnings to see
their total compensation from the
company.

McDonald's benefits statement

took about six months to produce,
said Ms. Rhodes of Hewitt.

"A lot of development went into
the design of the illustrations on
the timeline," she said. "We went

on a field trip to a McDonald's
museum during the development of
the graphics."

"Deciding which illustrations to
use was hard, but one of the trick-

iest parts of the production was
getting the personal ID cards lami-
nated and inserted into the state-

ments," explained Ms. Vander
Horn.

Employees have responded
favorably to the statement, she
said.

"We had about a 20% response
rate on the employee response
cards," Ms. Vander Horn said.

"And, 96% of those who responded

'The company really

wanted to solicit some

response from

employees,' says a
Hewitt consultant.

said the benefits statement was

valuable to them, but that they
wanted more information on the

capital accumulation plans."
Judges of the Employee Benefits

Communications competition were
also enthusiastic about the state-

ment.

"The statement combines well

the historical commemoration with

the benefit details," said one judge.
"It covers all areas adequately and
includes a good employee survey
form."

Another said the statement was

"readable and attractive. It's

something to keep." I
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FEATURED SPEAKERS:
• Dr. Walter McC[ure

Center for Policy Studies.
• Dr. Carl Schramm
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IfYou're About to Choose a

Mail-Service Prescription
Program ...

Cons

PREFERRED PRESCRIPTIONSM SERVICE--PPS

From Baxter Travenol Laboratories, Inc., the world
leader in quality health care.

• Immediate savings on the cost of employees'
maintenance medications

• No start-up costs

• Reduced claims administration expenses
• Simple program installation

• Specially designed Retiree program
PLUS:

A unique emphasis on quality and service, backed
by Baxter Travenol's more than 50 years of health
care experience.

Consider PPS Before You Choose.

BAXTER TRAVENOL R

PREFERRED PRESCRIPTION SERVICE
Baxter Travenol Laboratories, Inc.
5 Revere Drive, Northbrook, Illinois 60062

1-800-323-4907
In Illinois 1-800-323-4909
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Sara Lee cooks up booklet for execs
By DONNA DiBLASE

CHICAGO-Sara Lee Corp.
wants its top executives to know
their benefits are as distinctive as

they are.
With this goal in mind, Sara Lee

worked with benefits consultant

William M. Mercer-Meidinger Inc.
to produce "Rewarding Excellence
in Management," a benefits hand-
book designed especially for key
executives. The result won first

place in the booklets category of
the Business Insurance Employee
Benefits Communications Awards.

The handbooks, which cost

$45,000 to produce, were distri-
buted to 225 key executives last
fall, explained Karen Batenic,
senior manager of employee bene-
fits at Sara Lee.

"All of the divisions within Sara

Lee have their own separate bene-
fits plans. But, our top executives
have a core benefits program, so
we wanted to produce a handbook
exclusively for this group," she
said.

Sara Lee considered several fac-

tors when designing the booklet,
Ms. Batenic explained.

"We had to consider how much

time executives have to sit down

and read," she said. So, while the

text had to be complete, it also had
to be as concise as possible.

Ms. Batenic also pointed out that
Sara Lee wanted the booklet to be

distinctive, but not flashy. And, it
was important that the booklet be
easy to use and store, as well as
easy to update, she said.

Finally, the booklet had to meet

the reporting and disclosure
requirements of the Employee
Retirement Income Security Act,
under which employers must pro-
vide employees with summary
descriptions of their benefit plans,
Ms. Batenic said.

"The company wanted its execu-
tives to know that the company
was top-quality and so were they,"
said Karen Greenbaum, principal
consultant in the Chicago office of
Mercer-Meidinger, who helped
design the booklet. "So, we took a
real careful look at the design ele-
ments of the booklet as well as the

ERISA requirements."
Since the booklet was targeted to

top executives, the company chose
a gray pinstriped three-ring binder
as a format. The type on the cover
and spine of the binder is embossed
in gold.

"The gray pinstripes give the
handbook a conservative look, but

the gold was added to make it spe-
cial for the executives it would be

distributed to," explained Ms.
Batenic.

The 9-by-12-inch binder stands
easily on a bookshelf, making stor-
age convenient, noted Ms. Green-
baum.

The binder also has a pocket on
the inside of the front cover for

storing annual benefits statements
or other benefits materials.

Inside the binder, there are
tabbed sections: health care;

income protection; survivor pro-
tection; future financial planning;
and benefit plan administration.

The tabs allow employees to eas-
ily locate information and are
printed on heavy gray paper, con-
tinuing the theme set by the
binder.

Individual booklets that detail

benefits specifics slide into eight
plastic sleeves that are punched
with holes to fit in the binder.

The design of the booklet covers
is similar to that of the binder. The

title of each booklet and the name

of the company also are embossed
in gold.

Also embossed on each booklet

cover is a logo that is used compa-
nywide by Sara Lee to symbolize
each benefit area. For example, a
cross inside a diamond symbolizes

health care benefits, while dollar

signs inside a diamond symbolize
financial planning benefits.

"Our symbols for benefits are the
same for all employees. But they
are embossed to distinguish com-
munications for executives from

other employee groups," explained
Ms. Batenic.

Inside, descriptions of benefits
are printed in black ink on heavy
white paper. A single black pin-
stripe marks the far right margin
of the right-hand pages.

The booklets, which range from

four to 26 pages long, include the
following:

• A 12-page "Executive Sum-
mary," which concisely sum-
marizes all of the four benefit

areas.

The booklet opens with an intro-
duction that discusses Sara Lee's

benefit plan objectives and the
company's commitment to quality
management. A fold-out chart
describes how particular benefits
work in certain situations, such as
retirement or illness.

"We included the summary

because we know that executives

are used to getting large reports
that include an executive sum-

mary," said Ms. Greenbaum.
"These are people who want the

bottom line," Ms. Batenic added.

• A 22-page health care section,
which details Sara Lee executives'

medical and dental plans.
The booklet discusses eligibility

requirements, coverages provided
and any employee costs.

The booklet also explains how to
file claims, how to continue cover-
age after retirement and .termino-

logy such as coordination of bene-
fits.

The health care booklet ends

with details about plan adminis-
tration, such as how it is funded
and how to obtain a copy of the
plan documents.

• Three booklets in the survi-

vors benefits section.

The booklets detail death and
accidental death and dismember-

ment benefits, a personal accident
insurance plan and a travel acci-
dent insurance plan.

Continued on page 25

Without FLEXTRAK,Your Flex Plan
Administration May Not Be On Solid Ground.

dw&alFLEXTRAK™ Provides a
Sure-Footed Approach to

Administering Flexible Benefits.
When administering something as

complex as a flexible benefits program,
you're operating in a fragile environ-
ment. Too many false moves could
lead to an eventual breakdown in your
system. But FLEXTRAK.the automated
administration system from Dyer, Wells
& Associates, can help ensure the suc-
cess of your plan.

A Comprehensive System.
Unlike other systems which handle

only parts of your flexible benefits pro-
gram, FLEXTRAK is a total systenn
capable of handling all essential tasks.
It produces enrollment forms, edits
employee elections, produces confir-
mation reports, processes flexible
spending account claims and per-
forms 401 (k) discrimination testing.
And FLEXTRAK provides comprehen-
sive management reports which allow
you to "fine tune" your plan by more
accurately identifying employee needs
and monitoring current efforts.

A Versatile System.
FLEXTRAK administers a wide range

of flexible benefit plans and a complete

spectrum of benefit types such as med-
ical insurance, life and health insurance,
savings and investment products, and
vacation trades. Benefit costs and cred-

its can be varied by age, length of ser-
vice, salary and plan year. Benefit
changes can be made quickly and
easily with FLEXTRAK.

A"Ready-To-Go" System.
Installation of a flexible benefits

plan with FLEXTRAK is much faster
than developing your software inter-
naily. And unlike processing services,
FLEXTRAK gives you the security of
owning your system instead of paying
endless service fees. Plus it operates
on IBM mainframes and the WANG

VS line of minicomputers, and it can
communicate with your payroll/person-
nel system. Of course, Dyer, Wells &
Associates provides installation assis-
tance and after-sale support, including
system updates necessitated by tax
law changes.

From The

Administration Experts.
Since 1977, we've offered cost-saving

software products for the insurance
industry. And in that time, we've
become benefits software experts.

fil

So send for your free brochure today.
Because anything less than FLEXTRAK
could leave you standing in the middle
of a rather sticky situation.

Send for Your Free Brochure.
------------

|C] Yes. I want to start my flex plan 3
| out on the right foot. Our operat- |

ing system is: 1

 0 IBM Mainframe O WANG VS 

1 0 Other 1
1 Name I

 Title 11

1 Company I
1 1

Planned Implementation Date
1 1

 # of Employees 
| Address
1 1

State 

| Zip Phone ( ) |
1 1
i Dyer, Wells & Associates i
| Mail to: |
1 Marketing Administrator Want to talk? 1
1 Dyer, Wells & Associates Call us at 

2251 Lake Park Drive (404) 432-5888

Smyrna, GA 30080 818486 |
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It was the peak of the Roaring 20's. One man had a mission.
The pursuit of excellence

When the Spirit of St. Louis touched down that early morning
in Paris, Allendale had already established a Norh American
presence serving companies across the country for 92 years. In

fact, we insured the manufacturer of the Spirit's engine.
In a changing world where events like this shape history, this is

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

Today at Allendale, we continue to shape the history o f loss

.44
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CLAIMS -MADE CGL FORM
Revolutionary form will create turmoil for policyholders
By Thomas S. Bloom

|HERE ARE several things the U.S.
1 property/casualty insurance
industry apparently does not
understand about itself:

/Any industry that collects money
today for the payment of obligations
many years in the future has a
fiduciary responsibility to its
customers.

That responsibility is enhanced
when the subject of the transaction is
so technical and so arcane that the

great majority of those buying it
cannot be expected to understand it.
And it is even further enhanced when

the purchase of the coverage is a legal
or practical necessity.

,+If the industry is to fulfill its
economic function, it is necessary that
individual insurers cooperate to
complete concurrent and coordinated
placernents.

b•'Privileges the industry has taken
for granted are subject to change or
cancellation at the will of its

constituency when the industry fails to
meet the needs of that constituency.

The introduction of claims-made

forms for blanket use on general
liability coverages challenges all three
of these principles.

It is not a modification of form; it is

a revolution in concept. And
revolutions are easier to start than

they are to control.
The Insurance Services Office,

London insurers and other proponents
of the claims-made form for general
liability coverages offer the following
arguments for its use:

p'It will increase the predictability
of loss by ensuring that only one policy
will be called upon to respond to
claims arising from a given occurrence
and eliminating most of the exposure
for incurred-but-not-reported losses.

'The increase in certainty and the
elimination of the "tail," in turn, will
allow certain lines-now all but

abandoned by the industry-to be
written again at a profit, thus
alleviating both the affordability and
availability crisis.

The claims-made form will

accomplish none of these things and,
further, its blanket use for general
liability coverage is evidence of the
industry's failure to understand the
basic conditions under which it is

allowed by society to operate.
It is true that a small percentage of

liability classes have a sufficiently
severe environmental impairment or
latent injury exposure to warrant
special treatment. The fact that the
legal system has forced the industry to
"stack" multiple limits of liability on
"occurrences" that were not

recognized or understood as such
decades ago is a legitimate problem.

The ISO claims-made form, of itself,
will not solve this problem and may, in

Thomas S. Bloom is president of
McALear Associates Inc., a wholesale
brokerage based in Grand Rapids,
Mich.

speaking out
fact, serve to continue it. form is a severe constriction in the

A new definition of occurrence market for agent's E&0 coverage.
would have been a more constructive Many insurers have stated that part of
solution. their reason for withdrawing from this

If increased predictability of loss is market is the anticipated rise in
the objective then a much more basic litigation to be expected from the

problem must be addressed. The general use of the claims-made form.

industry does not know how to It is interesting to note that many of

measure its exposure to loss on these same insurers are also leading

commercial liability coverages. proponents of the use of the form.

Changing the form on which coverage Society purchases liability coverage
is written does nothing to address this because it must-forced by either

problem. ISO is largely to blame for economic self-preservation or by the
this failure. demand of third parties. The one thing

ISO seems obsessed with simplified society expects when a premium is
rating when it is exactly the opposite paid is that exposure to loss will have

that the industry needs. been transferred, subject to as few

For example, the major reason that conditions and exclusions as possible.
the admitted market has a hard time Once transferred, it has never been

writing product and completed part of the game that the risk can be
operations liability transferred back, at the

coverage at a profit is discretion of the insurer.

because the ISO rating Yet this is exactly what the

procedure for these claims-made form allows.

classes does nothing Even the ISO form,

to measure exposure which-after much prodding
to loss. The amount of from critics-now contains

current sales or some attempt to build in

current gross receipts protection for the

has no relationship, in policyholder, is subject to

nnost cases, to the abuse. But worse, the

exposure to loss in the introduction of the ISO

marketplace. contract has spawned the creation of a

Likewise, the use of a single, number of so-called stand-alone forms

easy-to-measure exposure base for by the surplus lines industry and
most liability classifications ignores others that invite manipulation by the
the fact that the actual exposure is the insurer to the detriment of the

result of a complex combination of policyholder.

factors. The surplus lines industry has Many of these forms contain a

been able to write long-tail business combination of three conditions that

with somewhat more profit than the allow a risk to be written retroactively.
admitted market not because it can Specifically, such forms require the
charge higher rates but because policyholder to report to the insurer

surplus lines underwriters, not being every incident that might lead to a
bound to a manual, are free to make claim as soon as the incident becomes

some effort to analyze the total known. Coverage is triggered,

exposure base. however, only by written notice of a

By comparison, recall the claim.

tremendously complicated rating Further, these forms offer no

procedures traditionally used to guaranteed discovery period.

establish fire rates for buildings and Typically, such forms allow the

their contents. These systems are policyholder to trigger the discovery

designed to recognize hundreds of period only when the insurer cancels
factors that can affect ultimate or refuses to renew. These forms then

exposure. state, in a phrase that will enliven
Liability exposure is no less much future litigation, that "an

complicated. Until the industry's increase in premium, a change in
inability to measure its exposure to conditions or the addition of

loss in most liability classifications is exclusions will not be deemed a failure

addressed, any other solution is to renew."

doomed to ultimate failure. Policyholders with such forms are
Two lines that have suffered both totally at the mercy of the insurer.

drastic underwriting losses and Underwriters not wishing to provide
resulting restrictions in availability coverage for incidents reported but
are directors and officers liability and that have not yet generated notices of
errors and omissions. Both these claims can avoid future liability with

coverages have traditionally been ease by offering renewal terms sure to
written on claims-made forms. The be unacceptable to the policyholder. In
form did nothing to prevent an these cases, little has been transferred

underwriting catastrophe. Also, in except the policyholder's premium.
both cases, rating methods were Even when the discovery period is
oversimplified and unresponsive to available in these claims-made forms,

exposure, which is the real reason that it rarely exceeds three years and, most
capacity collapsed. often, is available for only 12 months.

A not insignificant side effect of this These periods are patently insufficient
"brave new world" of the claims-made for most liability risks. As time

progresses, the number of
policyholders with uncovered and
uncoverable gaps in coverage will
grow to proportions sufficient to cause
a march on Washington.

And now a new wrinkle has

appeared in ISO's seemingly unending
series of amendments to its original
form. The five-year "basic extended
reporting period" is being touted as a
built-in tail coverage, when, in fact, it
is nothing of the sort. The ambiguity
created by the use of this term is sure
to haunt ISO and its subscribers in the

future.

True extended reporting periods
cover claims arising from occurrences
after the retroactive date and before

the expiration date, as long as
coverage is triggered before the end of
the discovery period. ISO's "basic
extended reporting period" responds
only to claims made during a five-year
period arising from occurrences
reported prior to the end of the policy
period or within 60 days thereafter.

This is not a discovery period at all.
It is a development period. If the
occurrence was not reported to the
insurer within 60 days after the
coverage expired, there is no coverage
for a subsequent claim. This is not a
broadening of coverage, it is an
additional restriction !

The fact that ISO chose to call this

restriction of coverage an extended
reporting period and the fact that they
call the true tail coverage a
"supplemental extended reporting
period," will cause unending glee in
the eyes of plaintiffs' attorneys, who
may discover that ambiguities in
insurance contracts are resolved in

favor of the policyholder.
The quality of these new forms aside,

the development of independent,
claims-made contracts by virtually
every insurer still active in the excess
liability insurance market has created
a serious structural problem for
policyholders and brokers.
Non-concurrency of coverage is now
almost a foregone conclusion on any
layered placement.

These stand-alone forms offer

different triggers of coverage, different
conditions and exclusions, different
discovery period provisions and
different requirements for reporting
losses or incidents. Some include

defense within policy limits, some do
not (BI, July 21).

In trying to plug every hole in the
exposure dike, these insurers may have
succeeded in doing exactly the
opposite. These solutions ignore the
very underlying cause that led to their
creation in the first place-namely, the
propensity of the courts to find
coverage where the courts think it
should exist. If the legal system has
seen fit to rewrite policies that have
been in use for many years and that
were relatively well understood, what
will it do when presented with
uncovered claims arising from
claims-made forms?

In a 1984 case that has been largely
Continued on net page
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perspective

Claims-made form triggers policyholder problems
Contznued from previous page can write coverage to apply in a Now that almost all underlying initial policy period to both the
ignored by the industry, Sparks us St vacuum may have a world of problems contracts contain an absolute policy primary and excess insurers
Paul Insurance Co, the New Jersey laid on their doorstep in a few years as aggregate, any incident could When the primary insurer satisfies
Supreme Court ruled a claims-made primary claims "blow up" and ultimately become a claim to the its obligations, the excess insurer still
contract to be contrary to public policy penetrate their layer. excess insurer denies coverage for any loss for which
simply because it had a retroactive Another problem brought about by As claims develop years after the the claim was not made in writing
date exclusion, even though that the use of the claims made form is the contract has expired, any claim may during its policy period The
exclusion had nothing to do with the routine mixing of claims-made and turn out to be the one that first subsequent primary and excess
loss being litigated The insurer was occurrence wordings in a single form penetrates the excess layer This is, of insurers still deny coverage for the
forced to adjust the claim as though There are almost as many versions of course, a problem under either same reasons stated above
the contract had been written on an these forms as there are underwriters occurrence or claims-made contracts Even if the excess insurer renewed
occurrence basis who think that such a condition is not when written with absolute policy with the same retroactive date and did

This case may prove to be a a problem aggregates not exclude known incidents, it is Stlll
harbinger of a flood of similar Besides being one of the most The ramifications are even more not obligated to respond under the
decisions difficult of all exercises in contract complex, however, in the claims-made renewal until the renewing primary

Insurers may find that they have draftmanship in the industry, scenario insurer pays its limits because its
created the worst of both policyholders won't understand the Imagine that primary and excess wording will always assume that the
worlds-policies that can be either resulting distinctions, even if the claims-made primary iS

1claims-made or occurrence at the contract is properly written-a task contracts are concurrent-that is,
policyholder's option many deem near impossible written and Claims managers at excess has the same

There are other changes that Even worse, many irresponsible or subsequently insurers are sure to wonder coverage trigger
complicate the matter further The ignorant brokers are mixing renewed with the

as thousands of slip-and-fall
It is reasonable to

new policy forms go far beyond a claims-made and occurrence forms on original retroactive assume that this is
change in the trigger of coverage layered placements without informing date preserved, cases begin to reach approximately the

In addition to an absolute pollution the policyholder about the significance with a large their desks. point in time when
exclusion, many of these forms contain of such action But all iS not lost; the number of minor the policyholder
absolute policy aggregates and ISO children of thousands of attorneys will Incidents occurnng calls his attorney
may still amend its form further to enjoy a better education because of and reported to the primary insurer How about that other argument of
include defense costs within the limit this during the initial policy period The the claims-made form's backers-that
This later restriction has already been One of ISO's worst mistakes in primary contract contains an absolute the use of the form will open up
included in many of the independent designing its form was to to build in policy aggregate As some of the markets now closed The ISO
fornns an automatic retroactive date incidents mature into claims, the claims-made form is now approved in

In "solving" some of their own exclusion Any broadenmg would then primary insurer adjusts and pays them almost 40 states The surplus lines
problems, ISO and admitted insurers be the result of a conscious action of until its aggregate is exhausted, with industry has been using the form for
have created a world of new ones for an underwriter. unpaid claims still outstanding The months
the excess/surplus lines market The As evidence of ISO's total lack of policyholder now has three places to Yet, there has been no discernable
addition of a policy aggregate or the understanding of the mechanics of the turn for additional payment movement of new markets into the
inclusion of defense costs within limits form, it was the original intention Let us follow as the policyholder areas of public entity liability, medical
may lower the primary insurer's that the form automatically provide pursues coverage with malpractice, heavy products or excess
exposure, but itt increases the excess full prior acts coverage in every ,•0The old excess insurer liability Whatever is being written in
insurer's instance Even Coverage is denied as none of the these areas, on either form, is being
proportionally

E -
ISO's supporters incidents or claims were reported written by insurers that were active in

No risk has been The new claims-made were quick to during its policy period, thus no these markets on an occurrence basis
eliminated; it has commercial general liability ' convince it that this coverage was triggered before the The fact is that insurers will not
simply been shifted

policy forms go far beyond a
was a less than contract expired write risks that they do not know how

to a different good idea D•0'The new primary insurer to rate, regardless of the form
contract or change in the trigger of But the same Coverage is denied, even though the available
transferred back to coverage. thing is certain original retroactive date has been It is now apparent to many
the policyholder to happen, maintained. If this insurer has simply underwriters that they have never

This shifting of inadvertently, any renewed the previous contract, lt W111 known how to rate these classes and
risk has created immense new number of times in the future Any not honor claims already reported they will avoid them until their
problems for the excess insurer It is insurer that fails to add a retroactive under the old contract If this insurer confidence is increased either by a
much more difficult to underwrite an date condition upon issuance of a is new to the risk, it will still decline better rating plan or by the idiocy of a
excess policy above coverage sublect to policy will pick up exposure to all either because the claims were not new soft market
an aggregate limit, than if a prior acts This problem will be declared on its application, thus Finally, there is one last problem to
per-occurrence limit applies complicated by the fact that many voiding coverage, or because they examine To the extent that the use of

For the first time, excess insurers insurers will not have reinsurance for were, in which case they will have the claims-made form achieves its
must now routinely concern the resulting liability Excess insurers been excluded other objective-the elimination of
themselves with slip-and-fall claims may or may not be forced to follow B,0'The new excess insurer reserves for incurred-but-not-reported
This problem is only exacerbated by form Coverage is denied for the same claims-society will establish a
the inclusion of defense costs within To the extent that an unlimited reasons stated in respect to the new growing, unfunded liability that willthe limit discovery period is available under primary insurer and also because the equal tens of billions of dollars in a

Further, the nature of the underlying ISO's form, the error cannot be underlying requirements have not been relatively short period
form, once a relatively easily remedied even if the contract is met in that the scheduled underlying Will we now run the commercial
established fact, now becomes terminated, assuming that the insurer must satisfy its limits before liability business, this new brave
tremendously complicated One can policyholder is willing to pay the price the excess responds world, like our Social Security system,
sympathize with the drafters of the to buy the tail The only protection to the constantly patching together
stand-alone forms, even if their Desperate policyholders will policyholder is to report every claim to "solutions" that only delay the day of
solution only takes us into a new arena regularly search the marketplace to every insurer, primary and excess reckoning to the next generation?
of problems find an underwriter ignorant Claim managers at excess insurers What will be the response of the

A byproduct of these stand-alone enough--or careless enough-to issue a writing high layers are sure to wonder business community when it realizes
claims-made forms is the inclusion of contract without a proper retroactive as thousands of slip-and-fall cases that the insurance industry has left
substantial "retained limits" on the date, thereby filling any number of begin to reach their desks it holding the bag for unfunded
part of policyholders In effect, these gaps in the policyholder's previous Even this will not protect the obligations of this size?
are underlying retentions that may be program. In such situations, the policyholder when different layers Machiavelli said it best "There is
insured, at the policyholder's option, payment of not more than 200% of the have different coverage triggers nothing more difficult of success, nor
but do not have to be Only a small annual premium may be the biggest Imagine the scenario outlined above more dangerous to handle, than to
fraction of policyholders are prepared bargain since the penny postcard when the primary insurer's coverage iS initiate a new order of things "
to handle the obligations involved with But, policyholders will find at some triggered by a report of incident and
self-insured retentions time in the future that they have the excess insurer's coverage is

It is inevitable that claims will be Witham J Miner's "Ask a Benefitsbecome the victim of a new Catch-22 triggered only by written notice of
Acutuary" column will appear in themishandled and unfunded within these Most new excess forms require the claim
Perspective section of the Aug 18retentions insured to report as soon as possible Our hapless policyholder, now wiser, issue

The excess insurers that think they every incident that can lead to a claim reports every incident during the



Sara Lee booklet
Continued from page 19

In the 10-page death and AD&D
booklet, an introduction briefly
discusses the purpose of these ben-
efits. Then, the benefits and

employees' options are described
in detail. The booklet also includes

other information, such as filing
claims, coverage exclusions and
plan administration details.

The eight-page personal accident
insurance booklet also explains the
purpose of the benefit and how it
works. Information on exclusions

under the plan, as well as details of
plan administration, are included.

Another eight-page booklet
details the company's travel acci-
dent insurance plan.

• Two booklets in the future

financial planning section. One
details the company's defined ben-
efit pension plan and another
describes the company's tax credit
stock ownership plan.

The introduction to the 26-page
booklet that discusses the defined

benefit plan emphasizes the value
of the plan to employees' retire-
ment security.

The benefits under the plan are
explained as well as the forms of
payment, the procedure for appli-
cation to receive benefit payments
and circumstances that may affect
vesting and benefit amounts. The
booklet also includes a glossary of
pension terminology and examples
of benefit calculations.

A 10-page booklet summarizes
the company's TRASOP.

It tells employees how and when
company contributions are made to
the plan, what rights employees
have as shareholders and when

stock is payable to them. Also dis-
cussed are procedures if the plan
terminates, how changes in tax
laws may affect the plan and how
the plan is administered.

• A four-page booklet that
informs employees of their rights
under ERISA and is included in

the section on benefit plan admin-
istration.

This booklet includes informa-
tion such as the name and address

of the plan sponsor, the employer
identification number and how

employees can obtain and examine
plan documents.

"We thought this information
was important enough to make it a
separate booklet," explained Ms.
Batenic. "And, since our whole

theme in this project is devoted to
clear, concise writing, ERISA
would clutter the booklets by being
included in every one.

An eighth booklet that will sum-
marize the company's long-term
disability plan will be included in
the income protection section after
plan revisions are completed, said
Ms. Batenic.

The company decided on this
special format for the executive
benefits handbook for several rea-

sons, explained Ms. Greenbaum.
"We wanted to give the employ-

ees booklets that were permanent,
but updatable," she said. "We
looked at the possibility of using
boxes to store the individual book-

lets in, but we decided they weren't
as efficient."

And, the company did consider
using loose pages that could be
added to the binder instead of the

individual booklets contained in

the plastic sleeves.
"But, we found that many

employees don't actually update
the books," said Ms. Greenbaum.

"We specifically didn't want the
booklets punched with holes," said
Ms. Batenic. "We decided we'd

rather have them placed in a
sleeve. This way, we didn't have to
worry about words being cut off by
the holes."

Sara Lee received favorable

response from its executives, Ms.
Batenic said.

"They were impressed that this
was something we had done specif-
ically for them," she said.

"It also seems to be well-

received by new executives-expe-
cially those who've been promoted
within the company-because it's
different from the rest of our com-

munications." •
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• Catalogues all Business Insurance news and
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finger-tip access.

• 1986 full Editorial Index Service includes
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• You'll never again spend valuable time
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CoRPORATE PROFITS
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Productivity means profitability.
When you help your employees solve their

problems, you increase your company's
productivity.

Employees burdened with worries about
divorce, child custody, credit hassles, auto
repair disputes, family deaths, or landlord-
tenant issues are employees with low produc-
tivity, absences and poor performance. Recent
studies indicate troubled employees cost
industry $102 billion each year. Plus, 80-90%
of all industrial accidents are related to em-

ployees worrying about their personal
problems.*

You can help your employees solve their
everyday problems with LAWPHONE™-the
program that brings them quick, efficient,
professional help through unlimited telephone
access to sound legal advice and consultation.

Why LAWPHONE? For details on improved
employee productivity and bottom line profit-
ability, call, write or return the coupon to:

William H. Boucher

Vice President, Sales & Marketing
Pharmaceutical Card System, Inc.
9060 East Via Linda

Scottsdale, Arizona 85258 T __ n
602 951 4897 12WtH®NE®

Name

Company Name

Address

City

Telephone

Title

State ZiP

*Lost Work Time and Employee Benefits-LSK Associates
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ANNOUNCING

COUNCIL ON EMPLOYEE BENEFITS

40th ANNUAL CONFERENCE

OCTOBER 15-17, 1986

THE WESTIN-COPLEY PLACE

BOSTON, MASS.

For information call C. S. Lazaroff (216) 796-4008

1144 E. Market St., Akron, Ohio 44316

Re-Wind ...

Re-Play!
Now, for the first time, you can listen to some of the sessions
from the 1986 Business Insurance Employee Benefit Communications
Conference at your convenience. If you attended the Conference, there
may be a session you need to review with your management team or
your staff. If you weren't able to hear the speakers first hand, this is
the next best thing to being there.

Bank, school district
in runners-up spots

The runners-up in the booklets
category were:

• Second place: The Marine
Corp. in Milwaukee.

Marine, a banking institution,
had several objectives in mind
when it decided to update its
annual summary plan description
booklet.

"We wanted to provide a refer-
ence manual for employee benefits
that was in 'English' so employees
could understand their benefits

and how they worked together,"
explained Katherine Klobuchar,
the company's vp and manager of
compensation and benefits.

With the help of Lincolnshire,
Ill.-based consultant Hewitt Asso-

ciates, the company produced "A

Audio cassettes are available

at a cost of $20 for individual sessions and $75 for all five.

List your tape selection below and return the form with your payment.
PRE-PAYMENT IS REQUIRED. PLEASE ALLOW 4 WEEKS FOR DELIVERY.

The following sessions are

B1001 Communicating Healthcare Alternatives Panel
A three part panel that discusses how to best communicate the
unique features of a particular type of healthcare plan so that
employees can make informed choices. Keynote speaker, John
D. Moynahan, Jr., Executive VP of Metropolitan Life, sets the
tone with a description of today's changing healthcare
environment and trends developing in the marketplace.
Panelists-Eileen Nash, Director, External Communications,
Equitable Group & Health Insurance Company, profiles an
indemnity plan; Thomas D. Stroud, Director of Market Support.
Humana Inc., represents a PPO, and Robert Normyle, VP,
Sales & Marketing, US Healthcare, New York, discusses HMOs.

81002 Computer Communications Panel
These panelists represent companies on the cutting edge of
communication technology, and discuss how they combined
market trends with technological innovations to implement
state-of-the-art interactive vehicles for benefit communications.

Panelists-Pamela Keeler, Director, Advanced Benefit
Communications, Metropolitan Life, introduces SHOWCASE,
a communications program that enables employees to directly
access information about their benefits from interactive

computer terminals housed in kiosks; Douglas M. Bartlett,
Director, Employee Benefits U.S., NCR Corporation,
introduces EstiMATE, a software package that enables
employees to do long-range forecasting of their future
retirement income; Peter O'Donnell, Director, Employee
Benefits, RCA Corporation introduces a system that is tapped

available to you in audio cassette:

by employees almost 7,000 times a month and can be
expanded to include interactive video, job postings, local health

provider information and more; and, Gary Grom, Executive
Director, Human Resources, Sara Lee Corporation. discusses

how his company developed a program to introduce a new
401 (k) feature to their Retirement Savings Plan.

81003 Total Benefits Communication

Don Olsen, Manager of Benefit Plans for Bell Atlantic
Enterprises Corporation, gives an overview of Bell's award
winning communication program, "A Wave In Benefits." His
session concentrates on management objecrives, budget
considerations and strategies.

81004 Print & A-V Go Hand In Hand

Michael DiStefano, Manager of Domestic Benefits at
Colgate-Palmolive Company and Pamela Kekich. a Principal
with Kwasha Lipton, focus on how Colgate combined a-v and
print materials to build an award winning commun.cations
program called "More Finar.cial Power." Learn why Colgate
chose a marketing approach to introduce a new 401(k) feature
to their employee savings plan.

B1005 Pre-Retirement Counseling
Julio Esteban, Jr., VP, Manager Communication Consulting
Services, Alexander & Alexander Inc, proposes that 'retirement
planning education' should be presented as a 'life planning'
vehicle built into the company's total beneft. package.

Business Insurance, Communication Services Department
220 East 42nd Street, New York, NY 10017

Ann Vazquez, Registrar - (212)210-0137

Yes, I would like to order the tapes checked below:
($20 for individual sessions and $75 for all five)
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Secure Voyage."
The 8-by-10-inch three-ring

binder includes four tabbed sec-

tions detailing the bank's health,
disability, survivor protection and
retirement benefits.

The bank chose the binder for-
mat so that the booklet could eas-

ily be updated, Ms. Klobuchar
said.

Employees are led through the
four sections of the booklet by
Wally the Walrus, the bank's mas-
cot. And, hypothetical situations
involving employees with nautical
sounding names, like Tom Tiller,
provide easy-to-understand exam-
ples of how the benefits work.

Along with detailing each bene-
fit area, the booklet also includes
two fold-out charts that sum-
marize all of the bank's benefits

and explain how the benefits work
together to protect employees and
their dependents.

"We tend to think of benefits

booklets like this as a benefits

owner's manual," explained Phil
Jensen, a Hewitt consultant who
worked on the project. "We wanted
it to be as user-friendly as possible,
so we used Wally," he added.

The booklets were distributed to

3,000 employees in 75 locations via
an internal mail system, said Ms.
Klobuchar.

The booklet took about a year to
produce and the final cost of each
booklet was about $15, she said.

• Third place: Los Angeles Uni-
fied School District.

The district set a two-pronged
goal when it started to create its
new benefits booklet: to communi-

cate its benefits more effectively
and to attract and retain quality
employees, explained Dave Koch,
business manager.

"We knew that our benefits

package was one of our most
attractive recruiting aspects," Mr.
Koch said. "But we weren't com-

municating this effectively. We
needed to develop an informational
package."

The district's medical benefit

options, as well as its dental, vision
and life insurance plans, are
detailed in the color-coded book-
let, entitled "Benefits for You and
Your Family."

The 21-page booklet is enclosed
in a folder that opens out to form a
chart summarizing the coverages
under an indemnity health care
plan, a preferred provider plan and
three health maintenance organi-
zations. Each plan listed on the
chart is color-coded to the section

of the booklet detailing the plan.
"We felt that by using the color

coding, we had a system of commu-
nication. And the colors add to the
aesthetic appeal of the booklet,"
Mr. Koch said.

And, as part of the district's
strategy to reduce its benefits com-
munication efforts to one package,
a new one-page enrollment form
also is included in the folder. Pre-
viously, employees had to fill out
separate forms for different bene-
fits, said Mr. Koch.

"We consolidated the form and

that makes life substantially easier
for employees and processors of
the forms," he added.

One judge said the booklet was
"very concise, compact and to the
point. Most employees would be
able to easily read and understand
it."

The booklet, which cost about 90
cents per copy, took about four
months to produce, Mr. Koch said.
It was mailed to the homes of the

district's 55,000 employees.
Production of the booklet was

coordinated by Mr. Koch and
Michael J. Flores, a consultant in
the Los Angeles office of William
M. Mercer-Meidinger Inc. I
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tic, Allendale had been a risk taker for 92 years.
control with engineering, training, research and testing, respon-
siveness and fairness in the way we do business.

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

After a century and a half, that part of our philosophy is not
about to change. Allendale Insurance, RO. Box 7500,Johnston,
Rhode Island 02919.

Allendale Insurance/Factory Mutual System
Over 150 years of progress and stability.



Can business control
costs inthe'8()s

withhealth insurance
desigfied
inlhe5Os?

operate hospitals and health care centers They-know the benefits business inside and2-

throughout the world. So we know how costs out. 1 hey're readv to respond with whatever
can be controlled without sacrificing care. is necessary Whdther it's helping you solve a

dient's problem. Or simply being responsiveThe careful balance of
to the needs of you or your dients.

cost and care
A plan for today and tomorrow

While times have changed, most health
insurance plans haven't.

Which is unfortunate.
Because today's complicated health

care cost issues demand modern, innovative
health care plans.

Introducing AMICARE

AMICARE is a new concept in health
care. It is a comprehensive medical plan
designed expressly to help business bring
down the high cost of medical benefits and
hold them down. Without shortchanging
employees on coverage.

AMICARE allows business to perform
the difficult task of providing high quality
health care to employees while keeping
costs under control.

AMICARE was created by AMI, American
Medical International, one of the world's
leading health care companies. We own and

While many health care plans control costs
by reducin,ir benefits or by raising the deduct-
ible, AMICARE encourages employees to
help control costs by giving them incentives
to choose cost-effective options be»e care
is provided. Not only does this help your
dients manage costs, it also gives their
employees something they want-freedom
of choice m their health care decision.

Plus AMICARE offers further Cost-contml
through our outstanding utilization review
program.

You ean recommend AMICARE

with confidence

AMICARE is cc,st competitive. But thaCs
just the beginning.

You can be sure AMICARE will remain
cost competitive in the future. Because we
will work with your dients to hold costs
down year after year with our uniquely
designed benefits programs.

Find out more about AMICARE

Ex more information about AM]CARE
contact Francis L. Bnwning, Vice President,

Sales, AMI
Groug Health

Services,
414 N.
Camden

Drive,
Beverlv
Hills, CA
90210.

We designed AMICARE to give yourdients
the best service possible. Our information
reporting system keeps them up-to-date with
monthlv analvses of costs and daims. And
the AMICARE computerized daim system
makes sure their claims
are handled quickly
and efficiently ./.0

Youll find
AMICARE

representatives
are trained
Insurance

AMICARE
dvAmerica's newhealth care plan

**AMICARE policies are insured by Fidelity Interstate Life Insurance Compan* a subsidiary
of American Medical International, Inc. CAMI). Fidelity Interstate Life Insurance Ccm-
pany is solely responsible for the financial and contractual obligations incurred with the
AMICARE plan. © 1986 American Medical International.
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The reb ate debate:
Will Florida decision help or harm insurance consumers?

B¥ LINDA J. COLLINS

A recent Florida Supreme Court decision may open
a whole new can of worms for the insurance indus-

trv.

On June 3, in a 4-3 dt·cision, Florida's high court
held that laws prohibiting Insurance agents and bro-
kers from rebating a portion of their commissions to
clients constituted "an invalid exercise of the state's

police· pc,wor."
1 f the decision stands, producers in Florida will be

able to offer commission rebates to lure prospects
away from other agents.

Insurance industry representatives fear the
increased competition generated by consumer
demand for rebates might lead to policyholder dis-
crimination, higher administrative costs, insurer
insolvencies and regulatory burdens.

But, their greatest fear is that rebating will reduce
the number of agents.

"A lot of independent agencies that are father/son
shops or sole proprietorships will probably end up
going out of business," predicts Wayne L. Soward,
Idaho's director of insurance and vice chairman of

the National Assn. of Insurance Commissioners' Mar-

ket Condition Surveillance Task Force,

- I.urge agencies and brokerages can afford to take
business at a reduced first-year commission rate.
Smaller ones will have to have a fairly ci,nsistent
income," he said.

However, a Florida con>;umer advocate believes lhe
competition will be healthy.

If the decision stands, *'We will ser a lot more hus-

tling am,ing agents-a different market than there is
now," said Walter Dartland, Dade County': consumer
advocate, who is currently on leave while campaign-
ing for the Florida attorney general post,

While must insurance industry representatives con-
code that there would be some short-term benefits

to consumers if anti-rebating laws were abohshed,
they argue that, in the long run, the avrrage consumt·r
and the insurance industry will suffer if rebating 15
allowed.

In response to the ruling, the Florida 1*partment of
Insurance filed a motion June 30 requesting a rehear-
ing: The department also asked that the court grant
oral arguments on whether the ease deserves a
rehearing.

The insurance industry's position on rebating "has
never really been heard," contends Robert R
Treweek, executive vp of the Florida Assn of Insur-
ance Agents in Tallahassee.

Wht,n tht, (,riginal Conit (,ist wis filed, he
explained. the prestding judge is.uid a summary
judgment upholding the anti-rchail, statizte-that is
willinut holding a court hearin,1 In subsequi·nt
lip]),·aix, 'rio une was ever able to arizur f„1· or af.linst
th,· cuse.- Mr. Trewrek said, noting that no ural at gu-
m{·nts wrn· hpard.

"We feel that the burden of proof was improperly
shifted from the defendant to us,'' added Jamrs C.

Fogar·ty, leg1>:lative vp for the Florida Assn. uf Life
Underwriters in Tallahassee

The Florida anti=rebating law has been on the
books since 1915, Similar laws exist lin all states and

Washington, D.C.

Anti-rebating laws were enacted to curb unfair
competition and discriminatory trade practices
among insurance producers, following a rash of such
activities around the turn of the century. The laws
apply to both property/casualty and life insurance
ag (,rits.

7'he Florida Supreme Court decision states: "We
find these statutes unnecessarily hmit the bargaining
power of the consuming public and, in accordance
with prior consumer decisions of this court. we affirm
the decision of the district court and hold that these

Continued on next page
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agent/broker topics

Rebate debate
was split 4-3 "seems to say something"
about the conflicting opinions on the sub-

Cont:nued from previous page ]ect
**E¢**statutes are unconstitutional to the extent

11 .1 . Mr Fogarty of the Florida Assn of Life
4

they prohibit rebates of insurance agents' *I."1*",U..' 4*""4*" 1 J '2 Underwriters contends that had the insur-

,

commissions " ance industry been allowed to orally present

The ludgment acknowledged arguments its arguments for maintaining current anti-

made by the insurance department and by '' rebate statutes, the court might have viewed

industry trade associations that filed amici the statutes differently

curiae (friend of the court) briefs contending "We felt we had never been given due pro-
/

that rebating could cess We were not able to argue our case

• Affect insurer solvency before the court or present witnesses," he

0 Result in discrimination among similar
added

policyholders because rebates would be
Mr Treweek of the FAIA said that "the

offered in a non-uniform manner Florida Insurance Department feels very

• Encourage consumers to turn over their strongly that there is a reason for the anti-

policies more frequently in search of larger
rebates

rebate law and will be pursuing that
argument in court" if ltS request for a

• Threaten the quality of service agents '4, rehearing is granted

offer consumers, since commissions also 35 5 4 The decision "suggests that there is no

compensate agents for services rendered to competition in the insurance industry," he

the client after a policy is sold said "There is already a mechanism to take

• Force many smaller agents, who cannot into consideration schedules, experience, age

afford to rebate, out of business, ultimately and other factors when pricing an insurance
8

resulting in reduced competition 1\ 1
policy," he stressed

However, the court dismissed these argu- If the Insurance Department's request for

ments and concentrated instead on the con- rehearing is unsuccessful, "We hope to have

stitutionality of the statute rules enacted to regulate the way rebating is
f®·· t"."We are concerned with the narrow issue 1-\l

handled" in Florida, stressed Michelle

of whether a statute that prohibits an insur- McLawhorn, public Information director for

ance agent from reducing the amount of ,ls,i the Florida Department of Insurance in Tai-

commission he or she will earn from sell- lahassee

ing the insurance is valid Historically, this And, because consumer groups may ini-

court has carefully reviewed laws that cur-
tail the economic bargaining power of the 68#1 tiate similar actions in other states in the

wake of the Florida decision, insurance

public," the court said i industry groups nationwide are paying close

The Florida court said that even the U S -- attention to further developments in that

Supreme Court has struck down governmen- =D. state

tal statutes or regulations that lt determined Industry groups expect the next test of

"restrict the competitive pricing of consumer - anti-rebating statutes to take place in Call-

services," such as in the 1977 Bates us State fornia, where the Consumers Union in San

Bar Of Anzona decision, which held that a district court properly found no relationship court. and that the burden of proof should be Francisco already has filed a lawsuit against
disciplinary rule prohibiting attorneys from between the enactments and any legitimate placed upon those challenging the law to the California Insurance Department (see
advertising the cost of their services violated state interest and, therefore, it was not demonstrate that lt does not achieve the story, this page)
the First Amendment called upon to determine the degree to which state's objective "There is no question about lt If the Flor-

The recent Florida high court decision the anti-rebate statutes advance a state "There has been no evidence presented in ida Supreme Court decision is upheld, Cali-
stems from a Florida lawsuit initiated in interest " this proceeding in support of the challenge fornia will go next and the rest of the states
1977 by a semiretired Palm Beach life insur- However, contrasting sharply with the six- to the constitutionality of the statutes," the will fall over like a row of dominoes," Mr
ance agent who was frustrated because he page court decision was the 17-page dissent- dissent said Fogarty said

could not legally launch an advertising cam- ing opinion of the three remaining judges In the opinion of the dissenting judges, While other Industry representatives are
paign offering cash rebates to consumers "The Florida decision was interesting in since no constitutional rights were involved not quite as emphatic as Mr Fogarty, "The
who purchased their policies through him that the dissenting opinion was longer than "It lS the Legislature's prerogative to deter- insurance industry is keeping a close eye on

The agent convinced the Public Citizens' the decision and in fact made (the insurance mine that insurers and insurance agents the situation in Florida," said Ms McLa-
Litigation Group, a consumer advocacy Industry's) argument for the case," noted should be protected from the economic detri- whorn
group, to file suit against the Insurance Marjorie M Berte, executive vp of the PIA of ment that would occur if purchasers of She added that if the court permits a

Department and ltS director challenging the California/Nevada in Van Nuys. insurance were in a position to negotiate for rehearing, and if it reaffirms ltS decision, it
constitutionality of the anti-rebating stat- The dissenting judges point out that rebates from premiums "is certainly likely that waves of (similar)

ute implicit in the court's decision are the "I believe the Department of Insurance has lawsuits would occur across the country "
"We came in as a party to the suit," assumptions that stated a much stronger case for the anti-- "The rest of us are waiting with bated

explained Mr Fogarty of the Florida Assn of • Florida courts have the broad authority rebate statutes in terms of general economic breath to see how the Florida court ulti-
Life Underwriters, one of groups that filed to "determine whether acts of the Legisla- stability of the industry." said Judge C J mately rules This will likely go all the way
the friend of the court briefs ture serve the public interest " Boyd, who wrote the dissenting opinion to the U S Supreme Court," said Direc-

The insurance department won the case • Courts "may generally scrutinize legis- "But, even if mere protection of agents at the tor Soward.
initially, then won it a second time upon lation to determine whether lt achieves a expense of consumers were the only lustifi- Consumer groups argue that anti-rebating

appeal, he said stated legislative purpose with sufficient cation offered, there would be no constitu- laws should be repealed because they bar
The Palm Springs agent appealed the deci- success or precision " tional impediment the courts have no consumers from shopping for the best com-

sion a third time to the Florida Supreme • If laws do not serve the public interests authority to pass on the validity, legitimacy mission rate In a free market environment,
Court, but when he died in 1979, the Court to the court's satisfaction, the court may nul- or permissibility of the state's purpose when they speculate, insurance rates would auto-
dismissed the case lib, them constitutional rights or restrictions are not matically go down

But in 1981, the Dade County Consumer However, the dissenting judges said the involved " Consumers Union, publishers of Consumer

Advocate's Office re-filed the case, which it error in the ma}ority opinion "results pri- The Florida Supreme Court decision cur- Reports, charged in a letter sent to Califor-
lost before the circuit court marily from the fact that it implicitly places tails the state's policing power, said Jay H nia senators that anti-ret)ating laws "pre-

Then, the Consumer Advocate Office the burden on the State Department of Berman, director of state affairs for the vent insurance agents from voluntarily dis-
appealed the case to the First District Court Insurance to demonstrate that the law in National Assn of Professional Insurance counting their commissions or offering other
of Appeals In August 1984, that court ruled question is reasonably related to the Agents valuable consideration as a competitive
in favor of the Consumer Advocate's Office achievement of some proper objective " "The Florida decision begins to raise device to attract consumers The anti-dis-

This decision was upheld by the Florida The dissenting judges argued that an everyone's attention to that issue," he said. count laws prevent competition at the agent
Supreme Court in June It said "We find the existing law should be presumed valid by the pomting out that the very fact the decision Continued on next page

Consumer group tackles anti-rebate laws
By LINDA J. COLLINS tion " mate any ambiguity concerning existing laws

The bill cites those consequences as including "company It could "only help" the department's defense against the
The Florida Department of Insurance is not the only insur- insolvencies, unfair discrimination between insureds with lawsuit "It couldn't hurt." he added

ance department involved in litigation over anti-rebate laws identical risks creatmg subsidies from small purchasers of Although a recent Florida Supreme Court decision abo-
Consumers Union, the San Francisco-based non-profit insurance in favor of large purchasers of insurance, lished that state's anti-rebate statutes, sources say the two

publisher of Consumer Reports, currently is challenging the decreased quality of services to insurance consumers, cases differ
constitutionality of California's anti-rebating laws in a law- increased concentration of insurance distribution and sales "Florida did not have the ability to have the case tried on

suit brought against the California Insurance Department mechanisms, and misrepresentation and unethical sales prac- fact because there was no trial On appeal they couldn't
and its commissioner tices such as improper replacement or twisting to the detri- introduce new evidence," said Betty Combs, executive vp of

However, in California a legislative act may assist the ment of the public " the California Assn of Life Underwriters in Oakland

department in its defense of anti-rel)ate laws If the bill is passed by the Assembly, the fact that it elam- "We'11 have a trial, and we're trying to get all our informa-

Assembly Bill 1487, recently passed 22-7 by the California fies the intent of the law "would certainly be a favorable tion out up front." she said
Senate and sent to the assembly, would clarify legislative development to those seeking to uphold anti-rebating stat- Representatives of other trade associations involved in the
intent supporting the anti-rel)ate statutes in that state. utes in California," said H James Douds, senior vp and California litigation also plan to vigorously defend the stat-

Bill 1487 reads, in part "The Legislature hereby finds and general counsel for the National Assn of Life Underwriters utes
declares that the continued regulation of the business prac- in Silver Springs, Md. The Independent Insurance Agents and Brokers of Califor-
tices of insurers and their producers is in the interest of the The bill would "lend support to the department's argu- nia plans to find someone outside of the insurance industry,
citizens of the state and that the control and limitations of ments" in defense of existing anti-rebating statutes, agreed preferably someone "with an economics background, to
unlawful rebates, profits and commissions is an essential Diane M Nash, Washington counsel to the Independent explain why these laws are on the books in the first place,"
component of that regulation, which is necessary to effec- Insurance Agents of America "The fact that it is attached to said Joseph J Annotti. administrative vp of the IIABC in San
tuate an adequate and complete system and regulation of a current vehicle gives note that the law is still pertinent Francisco
insurer and producer business practices " today and is not an outdated notion," she added "The California case should have a better constructed trial

It emphasizes that these statutes "continue to provide criti- Jay H. Berman, director of state affairs for the National from the beginning that closely examines the issues,- added
cal protection to insureds in this state from the numerous Assn of Professional Insurance Agents in Alexandria, Va, Marjorie M Berte. executive vp of the PIA of California and
consequences that would occur in the absence of such regula- said that the bill would establish legislative history and elim- Nevada. .
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Work comp reform
California rating bureau to put price tag on legislation

By CAROL CAIN measure was able to estimate those developed by a six-member labor- care services to workers at nego- pensation," according to
costs However, observers agree management commission tiated rates or fees Standards Richard Cantrell, president of

SACRAMENTO, Calif -The the legislation ultimately would The amount of benefits would would be set for treatments to the California Applicants
California Workers' Compensation "cost something," most of which not change, but objective stan- assure quality care Attorneys Assn

Insurance Rating Bureau is scru- would be borne by employers dards would be required in eva- Changes are expected in the bill Not one labor group has
tinizing legislation that would sig- The cost estimates are expected luating the extent of permanent as it winds its way through the come out in favor of the bill,
nificantly change the state's work- this week, said Casey Young, a disability Senate and the Assembly, Mr he noted

ers comp system consultant to the Senate Industrial The new permanent disability Young said "No bill is written However, none has come out

The rating bureau's task to cal- Relations Committee and one of rating schedule would be required perfectly the first time," he added in opposition, either
culate the cost of provisions in the the principal drafters of the bill to include adlustments for the This latest effort was the result For instance, Barry Broad,

legislation, SB 1617, which would Meanwhile, employer groups, workers' age and occupation, but of two months-80 hours according legal counsel for the Califor-
increase benefits to injured work- labor organizations, attorneys' not for the workers' education to one estimate-of intense nego- nia Teamsters Public Affairs

ers while also implementing associations, physician groups and • Allow for supplemental per- tiations between four employer Counsel, said "At this point,
reforms intended to reduce litiga- insurers also are examining the bill manent disability benefits to representatives, four labor repre- the amendments in the bill
tion and improve rehabilitation before taking a stand injured workers who have a dis- sentatives, Mr Young and John reflect compromise that was

programs When the Legislature reconvenes ability rating of 70% but less than Lewis, a Coconut Grove, Fla , worked out between manag-
No one involved in drafting the Aug 11 from a summer recess, S B 100% attorney and nationally known ement and labor but, I don't

1617 will be taken up by the Sen- However, these workers would engineer of state workers compen- think the process is anywhere
ate Industrial Relations Commit- be entitled to supplemental bene- sation reform near completed "
tee, which amended the bill on July fits only if they qualify for voca- "There's a bill, but that bill is Employer groups also are

(11//SIS 10, the day before the Legislature tional rehabilitation, if the wage still a vehicle and negotiations hesitant to take a stand
recessed The committee lS chaired loss iS greater th an 5 % of the will continue as long as the process "Before we come out with a

by Sen Bill Greene, D-Los worker's pre-injury average is going on," Mr Lewis said position, we need to touch

'illijlli/iliilili. Angeles, who introduced the mea- weekly pay and if the worker regis- "At this point there's some- base with our constituents,"
sure in January ters for work with the Employment thing there for everybody to have a said Linda Brodt, assistant

Besides considering comments Development Department problem with," Mr Lewis said executive director for Califor-

from interested parties, the Senate For these workers, the income In fact, at a meeting last month nians for Compensation

#4
committee also will look closely at protection period would be 10 of the California Chamber of Com- Reform, a coalition of some
the rating bureau's cost estimates years and the monthly benefit pay- merce's workers compensation 1,000 employers, insurers and
to determine what provisions ment would be calculated in accor- committee, -there were a lot of dif- municipalities that has been
might be whittled from the bill, dance with the replacement rate ferent positions stated," said John working for a reform measure
capital observers say and maximum weekly benefit level Wilson, risk manager for DiGiorgio since last year

S B 1617 proposes an expanded for temporary disability benefits Corp in San Francisco, and vice CCR members will discuss

Get Out Of role, funded in part by assessments • Integrate vocational rehabill- chairman of the Chamber's work the bill at a series of meetings
on employers, for the Division of tation with permanent disability comp committee slated this week

The Liability Industrial Accidents, which benefits to reduce vocational reha- The committee decided to sup- However, on the surface, the

administers the state work comp bilitation costs port the bill "in principle," realiz- bill has more positive than

Claims Trap! system It also proposes increased Among the changes would be ing that amendments still are being negative features, Ms Brodt
benefits to in]ured workers and a earlier identification procedures negotiated said

Liability claims have a way new permanent disability rating and the allocation of up to 80% of The missing cost factor was a key CCR called for legislation

of escalating faster than schedule The bill would the employee's permanent disabil- reason the Chamber's committee like S B 1617 with the aim of
any other type of claim • Increase the maximum weekly 1ty benefits for income mainte- did not fully back the bill, Mr stabilizing skyrocketing cost
What seems like a minor benefit to 200% of the statewide nance during rehabilitation Wilson noted "It's hard to take a increases and lessening the

incident can often mush- average weekly wage, about $875 The legislation also limits the position without that," he noted need for attorney involvement

room if left unmanaged
m 1988, with the minimum set at role of the Rehabilitation Bureau Other business and labor groups to come closer to restoring the
the lesser of 30% of the SAWW or to consultation and mediation of throughout the state, as well as system to its original no-fault

Don't get caught in this lia- 80% of the employee's gross earn- disputes, rather than giving insurer, attorney and physician philosophy
bilityclaimstrap get pro- ings The current maximum weekly approval to rehabilitation plans groups, were ming up the 68-page When the Legislature recon-

fessional claims manage- temporary total benefit is $224 • Make the employer liable for bill to plot lobbying strategy for venes, S B 1617 is expected to
ment help from Gallagher Maximum and minimum reasonable attorneys' fees neces- the last three weeks of the legisla- hold center stage The last

amounts would be adjusted sarily incurred by the worker in tive sessionBassett the best in the major amendment to the Cali-

business annually without legislative proceedings before the appeals Plaintiffs' attorneys were mus- fornia workers compensation
action board in certain cases tering opposition to the workers law was in 1982, though busi-

We never take a "wait & • Repeal the current permanent • Authorize employers and comp bill, which was tabbed "the ness and labor leaders have
see" attitude with your disability rating schedule and insurers to contract with health worst take-away for injured work- Introduced numerous reform
claims We aggressively replace it with a new schedule care providers to provide health ers in the history of workers com- measures since then .

attack a claim the moment

It Is reported And, we don't
stop until irs settled New York panel proposes overhaul
Want to know how to get

out of the liability claims By CAROL CAIN However, Donna Freireich, who served as And, in this finding, the commission also

trap? Call or write David executive director and counsel to the commis- pointed out that "the incidence of work-

North, Vice President, ALBANY, N Y -The more than 70-year-old sion, currently is drafting legislation to be related injuries and diseases is increasing "
New York workers compensation system offered to various legislative committees that But ]ust as the system itself is a compilationClient Services, at 312/

952-3521 He'll tell you should be overhauled to coordinate its provi- will meet prior to the next legislative session, of interrelated elements, so too are the com-
sions and update benefits provided, a special which is slated for January mission's recommendations

how to manage tt commission recommends Perhaps the commission's most important "One point cannot be overempha-
"There's no question about it The system finding, according to the report, was "the sized Only if implemented together can

Nothing Is left to chance*}{2{2 needs a revamp," said Paul Magaril, director of interrelation of seemingly discrete topics " they have the salutary effect intended The
state government relations for the New York For instance, -rehabilitation, adjudicatory commission most strongly urges, therefore,
Chamber of Commerce procedure and administrative delay cannot be that all the benefit proposals outlined be

"Due to the literally 1,000 amendments since considered without reference to benefit struc- adopted," notes the report

®
the law was first enacted lt 15 incomprehen- ture, occupational disease cannot be under- However, the commission recognizes that
sive You can't pick up our workers compensa- stood apart from administrative and adludica- some of its recommendations can be enacted
tion law and make any sense out of lt," he tory delay Rather, these issues together form a sooner than others

GALLAGHER BASSETT said matrix whose meaning lies precisely in the For instance, amontg recommendations that
SERVICES, INC. The result is an inefficient system "filled mterrelationship of its elements," the commis- the commission cites for immediate legislative

60 Gould Center, Golf Road with mequities," Mr Magaril said sion noted action are

Rolling Meadows, IL 60008 This realization came years ago in New York And, labeled a -second ma]or finding," the • A requirement that the Workers' Compen-
312/952-3521 and attempts have been made to change the commission noted "The system, as designed, sation Board adopt regulations using uniform

system But all that resulted, if anything, was does not integrate its various elements so as medical guidelines for the evaluation of
%

For more information on the Liability
another amendment to best achieve its objectives, (namely) prompt, impairments and functional limitations of

Claims Trap mail toGallaghereassett. In 1983, however, the Legislature called for adequate and equitable provision of medical injured workers
60 Gould Center Golf Road the governor to appoint a special 12-member and indemnity benefits, return, whenever pos- • Enactment of a phased increase in the
Rolling Meadows. IL 60008

Crisis Tactic #4 panel That group-known as the Temporary sible and appropriate, of injured claimants to statutory maximum for partial disability ben-
State Commission on Workers' Compensation the workforce, and prevention of occupational efits, so that within three years there would

Name and Disability Benefits-was to scrutinize the accidents and diseases be a single maximum for total and partial dis-
strengths and weaknesses of New York's sys- "Indemnity benefits are utterly inequitable ability benefits that is either fixed at an

Company tem and develop recommendations for change and, in cases involving more serious injury, are amount equal to or not less than 75% of the
to be considered by the Legislature (BI, Feb often neither prompt nor adequate," the com- state average weekly wage or an amount that

Address 27,1984) mission noted automatically increases or decreases so as to
The commission's task was completed in late "On the other hand," it continued, "flagrant remain equal to a specific percentage, but is

City June with the release of a report and accom- cases of over-compensation also abound " still not less than 75% of the SAWW

State
panying research documents, which only now Further, the report said, "Rehabilitation

ZIP
• Limitations on, and continued study of,

is making the rounds to interested parties The currently is more a vision than a reality Occu- lump-sum settlements Such a study would
Phone commission disbanded with the release of that pational disease cases, the few that make their attempt to determine the reasons for entering

8184 report-taking seriously the word -tem- way Into the system, are tangled in a morass of into lump-sum settlements, the number of
porary" in its title controversy and delay " Continued on next page
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Modular video programs grow popular
NEW YORK-Modular video

communications programs may be
gaining popularity as a benefits
communications tool.

The number of modular video

communications programs entered
in the Business Insurance EBC

competition is increasing, points
out Ronnie I. Drachman, director
of communications for Business

Insurance and coordinator of the

competition.
Modular video communications

programs involve separate video
presentations using the same mod-

erator and style. They can be used
together or separately.

"A number of the audio-visual

programs were done as modules in
an overall communication program
as opposed to being done as com-
pletely separate programs," she
explained.

Some were used as "meeting-
starters," intended to introduce
new benefits or changes in current
benefit plans to employees with-
out overwhelming them with
details.

The videos were usually backed
up with booklets or discussions
held in group meetings.

A record of 174 communication

3 programs submitted to the 14th
annual EBC competition by more
than 145 different U.S. and Cana-

dian companies were judged, Ms.
Drachman said.

Of these programs, 149 were pre-
pared with the assistance of out-
side benefit consulting firms.

Twenty-two different consul-
tants submitted programs to the
competition on behalf of their eli-
ents.

The other 25 entries were pre-
pared in-house.

The one entry prepared in-house
to win an award this year was the
total communications program
prepared by the benefits staff of

 The New England in Boston, which
won a second place award.

"Overall, the two communication
categories that have really grown
are the total communication pro-

grams category and the booklets
category. The number of entries in
this year's total communication
category was about the largest
since the 1970s," Ms. Drachman
said.

This year, 72 booklets were
entered, compared with about 40
in recent years, and 20 total com-
munication programs were
entered, which is about double the
number of such entries in recent

years.
Entries in the total benefits com-

munication program category fea-
ture programs that include audio-
visual presentations, booklets,
posters and, in some cases, inter-
active personal computer software.

Most of the total communication

programs submitted were used to
introduce flexible benefits plans,
she added.

This year's competition included
a new category to reflect a new
trend in benefits communication:

interactive computer communica-
tions programs.

The computer communication
programs-which use diskettes
inserted in personal computers or
programs downloaded to VDTs-
help employees to understand
complex benefits, such as flexible
benefits plans and retirement sav-
ings plans. They allow employees
to enter personal data into the
computer and then receive person-
alized benefits information.

For example, the software pro-
grams can help employees predict
their retirement income based on

the amount they contribute to a
savings plan and varying interest
assumptions.

"Last year, four or five computer
communication programs were
submitted. But, I don't think the
judges were really ready for that
last year," Ms. Drachman said.

"There were nine entries this

year, but I know this will be a cate-
gory that will really grow in the
future," she predicted.

"In general, the computer pro-
grams submitted this year were of

datebook

AUG. 14-15. Labor/Management Health Care

Cost Containment Workshop in Minneapohs,
sponsored by Health Research Institute, $250.
Also Oct. 9-10 in San Francisco; Oct. 30-31 in
Boston; Nov. 13-14 m New York; Nov. Dec. 11-

12 in Chicago. Health Research Institute, 1600 S.
Main Plaza, Suite 170, Walnut Creek, Calif.
94596; 415-676-2320.

AUG. 14-15. Joint Florida Risk & Insurance

 Management Society Conference in Palm
Beach, Fla., $35, $50 for registering at the door.
James Taglia, Tampa Electric, P.O. Box 111,
Tampa, Fla. 33601; 813-228-4111.

l AUG. 18-19. Application of Microcomputers

 to Occupational Health & Safety course in
Los Angeles, sponsored by the Institute of Safety

u and Systems Management, University of South-
ern California; $375. Institute of Safety and Sys-

> tems Management, University of Southern Cali-
fornia, Office of Extension and In-service

+ Programs, 3500 S. Figueroa St., Suite 102, Los
Angeles, Calif. 90007: 213-743-6523

AUG. 18-22. Modern Safety Management
course in Boston, sponsored by the International
Loss Control Institute; $695. Also Sept. 8-12 in

, Atlanta. International Loss Control Institute,
P.O. Box 345, Laganville, Ga. 30249; 800-554-

6001; within Georgia 404-466-2208.

AUG. 20. Insuring the Farm seminar in Brid-

gewater, Conn., sponsored by the Professional
Insurance Agents of Connecticut, $15 for PIA
members; $25 for non-members. Professional
Insurance Agents of Connecticut, P.O. Box 98,
Glenmont, NY. 12077; 800-252-2726.

AUG. 22. MCA: Managing and Controlling
, Asbestos Contamination/Exposure course

in Los Angeles, sponsored by the Institute of
Safety and Systems Management, University of
Southern California. $150. Institute of Safely

, and Systems Management, University of South-
ern California, Office of Extension and In-ser-

vice Programs, 3500 S. Figueroa St., Suite 102,
Los Angeles, Calif. 90007, 213-743-6523

AUG. 24-27. Benefit Communication Insti-

tute in Atlantic City, N.J., sponsored by the
International Foundation of Employee Benefit
Plans; $450 for members; $525 for non-mem-
bers. IFEBP, 18700 Bluemound Road, P.O. Box
69, Brookfield, Wis. 53008-0069; 414-786-6700.

AUG. 24-29. Accredited Safety Auditor

course in Houston, sponsored by the Interna-
tional Loss Control Institute; $775.50. Also

Sept 22-26 in Atlanta, Sept 25·Oct. 3 in San
Francisco. International Loss Control Institute,

PO. Box 345, Loganville, Ga. 30249; 800-554-
6001; within Georgia 404-466-2208.

AUG. 25-27. Industrial Hygiene Sampling
Strategies course in Los Angeles, sponsored by
the Institute of Safety and Systems Manage-
ment, University of Southern California; $450.
Institute of Safety and Systems Management,
University of Southern California, Office of
Extension and In-service Programs, 3500 S.
Figueroa St., Suite 102, Los Angeles, Calif.
90007; 213-743-6523.

AUG. 27-29. Constructive Negotiation in the
Health Care Arena seminar in Baltimore,

sponsored by the Group Health Assn. of America
Inc., $400 for GHAA members; $465 for non-
members. Group Health Assn. of America, P.O.
Box 50586, Washington, D.C. 20004: 202-737-
4311.

SEPT. 3-5. Succeeding in Today's Insurance
Market seminar in New Orleans, sponsored by
the South Louisiana Chapter of the Risk &
Insurance Management Society, $90 for RIMS
members; $115 for non-members. Gary W. Kern,
National Tea Co., 5110 Jefferson Highway,
Harahan, La. 70183; 504-733-6610.

SEPT. 3-5. Employee Benefits--Concepts,
Planning and Administration course in New
York. sponsored by the Risk & Insurance Man-
agement Society Inc.; $490 for RIMS members;
$590 for non-members. Fran Jordan, Risk &
Insurance Management Society Inc., 205 E. 42nd
St,New York, N.Y 10017; 212-286-9292.

SEPT. 4-5. Longshoremens' and Harbor-

workers' Compensation Act Advance
Seminar in Seattle, cosponsored by the North-
west Longshore Administrators Assn. and the

U.S. Department of Labor; $100. Bill Shepard,
Shepard Consultants, P.O. Box C-34201, Seattle,
Wash. 98124; 206-443-8416.

The Datebook is compiled from notices sent to
Business insurance. Notices shoutd be sent at

least eight weeks in advance to Datebook, Busi-
ness Insurance, 740 N. Rush St., Chicago, Ill.
60611. Business Insurance reserves the right to
sezect meettngs of most interest to its readers and
cannot guarantee that notices will be printed.

a better quality ' 
than last year's *S
entries. They 5 -„-

friendly," she ".Ti:VI

noted, meaning » ¥flb IY  -/ fthat employees f'*di
usuatly do not 1 1IMk
need any knowl- IUVI' h
edge of personal  . 8 · I
computers in Mr. Ayre Ms. Gambol Ms. Marshall Ms. Megery
order to use the

programs. • J. Brent Ayre, benefits counsel
The other two categories inthe and manager ofpension and

competition are personalized cor- profit-sharing plans for Beatrice/
respondence and audio-visual pro- Hunt-Wesson Inc. in Fullerton,
grams. Calif.

The entries to the EBC competi- • Hazel Baumann, associate
tion were judged by a panel of 11 manager of benefits planning at
employee benefits or communica- General Foods Corp. in White
tions experts. Plains, N.Y.

The judges were: • Janice F. Dales, director of
• Charles R. Acklin, director of employee benefits for Aviall Inc., a

benefits planning for Schering- Dallas-based company that pro-
Plough Corp., a pharmaceutical vides maintenance services to the

company in Madison, N.J. aviation industry.
• Jeanne Askerberg, benefits • Donna Gambol, director of

administrator for American Medi- corporate communications for
cal International, a hospital man- Corroon & Black Corp., a New
agement company based in York-based insurance broker.

Atlanta. • Wendy Levins, manager of

Ms. Ragonesi

benefits for Avon Products, a man-
ufacturer of cosmetics and toile-

tries in New York.

• Phyllis Marshall, manager of
corporate communications for the
New York Insurance Exchange in
New York.

0 Brian MeNamara, corporate
production systems director of
Crain Communications Inc. in New

York.

• Barbara C. Megery, manager
of employee benefits for The
Lubrizol Corp., a chemical manu-
facturer in Wickliffe, Ohio.

• Jeanne Ragonesi, vp-human
resources for National Westmin-

ster Bank USA in West Hempstead,
N.Y. I
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Continued from previous page
level in the sale of insurance."

Consumer groups cite life insur-
ance commissions in particular in
their arguments for rebating,
charging that first-year life com-
missions are in some cases in

excess of 100% of the annual pre-
mium.

"Anytime anyone has a chance to
save money, human nature is to go
out and get bids. Agents will have
to get leaner and more efficient,"
said Mr. Dartland, Florida's con-
sumer advocate.

"In our processing of this case,
we found that the arguments made
by agents and the insurance indus-
try were similar to arguments
made against deregulation of other
industries. People are for deregu-
lation in every industry but their
own," he added.

Mr. Dartland said that while he

has heard statistics on how much

consumers could save per house-
hold if rebating were allowed, any
prediction would have to be a
"guesstimate," because it is not
possible to determine how much
consumers will save until agents
began to rebate.

If the ruling stands, he said, the
primary challenge will be in edu-
eating consumers about rebating.
Mr. Dartland acknowledged that it
would take awhile for the average
consumer to realize that he needs

to ask for the wholesale cost of the

policy as well as what the agent
receives in commission, but "once

they know how to negotiate the
commission. . .they should bene-
fit."

But the industry argues that the
average consumer will not benefit
in the long run.

"We fear a return to conditions
that led to enactment of anti-

rebating laws in the first place-
cutthroat ruinous competition. In
the short run, it may result in some
monetary benefits to the consumer.
But, in the long run, it will be to

the detriment of both the industry
and the consumer," said H. James

Douds, senior vp and general
counsel for the National Assn. of

Life Underwriters in River

Springs, Md.
"When you look at who's going

to benefit and who's potentially
going to be harmed, it's a different
matter," said Joseph J. Annotti,
administrative vp for the Indepen-
dent Insurance Agents and Brokers
of California in San Francisco.

"I've been in this business for 40

years, and when I came into the
business, other agents told me hor-
ror stories about what it was like

before anti-rebating laws were
established," said Mr. Fogarty of
the Florida Assn. of Life

Underwriters.

"The little guy starting out won't
be able to afford to rebate. These

agents will go out of business," Mr.
Fogarty said.

In fact, agents who can afford
the highest rebates "will be able to
outbid others to the point where it
may be possible that only one or
two agents exist in each geogra-
phic area. Then those monoliths in
the area will have no inducement

to rebate, and may charge the con-
sumer even more in the long run,"
Mr. Douds predicted.

FAIA's Mr. Treweek agreed.
"Human nature being what it is,
when one agency drives out the
competition through rebating,
there would be no need for that

agent to rebate further and he will
seek out his original commission,"
he said.

If consumers save money on their
premiums through rebating, they
will benefit initially, said James T.
Harrison Jr., a consultant to the

PIA of Florida and president of
Security Bond Associates, an
agency in Tallahassee. "But, if
rebating reduces the competition,
it will be harmful to consumers in

the long run," he added.
Mr. Fogarty said that agencies

remaining in business after this

agent/broker topics

'We found that the arguments made by agents

and the insurance industry were similar to
arguments made against deregulation of other

industries. People are for deregulation in every

industry but their own,' says Mr. Dartland.

shake out are going to be far more
compelled to offer rebates to their
commercial lines clients or to per-
sonal lines clients whose busin-

esses are also insured through the
agency than they will be to offer
rebates to the average consumer.
These are the clients from whom

agencies make their profit, he
explained.

"Large agencies can afford to

lose the little guy and will concen-
trate on providing rebates to their
larger clients," Mr. Fogarty said,
while the small consumer "will not

be offered a rebate."

•7

And, the decision could affect

other laws designed to protect con-
sumers, one source said.

"There is a threat that the Flor-

ida decision could make further

enforcement of anti-discrimination

laws difficult," explained Diane M.
Nash, Washington counsel for the
Independent Insurance Agents of
America.

She explained that since con-
sumers in the same risk classifica-

tion might be charged different
prices for their insurance coverage
as a result of rebating, "it will cre-

ate serious ambiguities" in the

6
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enforcement of those statutes.

Director Soward said that the

way Idaho's anti-rebating law is
structured, it already allows agents
to rebate a portion of their com-
mission as long as the rebate
applies equally to all policyholders
within the same rate classification.

"That's really more beneficial to
consumers than putting the burden
on policyholders to negotiate," he
said.

Sophisticated, industry-savvy
insurance buyers who have the
time to negotiate are the ones who
will benefit from rebating, "not the
average, middle-class citizen," the
director said. "I believe anti-

rebating laws should be upheld on
the basis of being consistent regu-
latory policy."

But, if the decision invalidates

the anti-rebating laws, life insur-

ance companies may be forced to
restructure their entire system of
agent compensation, some sources
speculate.

l
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Under the current system of
compensation, life insurance
agents receive large first-year
commissions, but much smaller

commissions when the policies
renew.

Because of this commission

structure, life insurance companies
often do not make a profit on a life
account until three or four years
into the life of the policy. Industry
sources fear that consumers look-

ing for higher rebates from those
first-year commissions will be
tempted to go to a new insurer
on each renewal.

"This will cause true adverse

selection, because healthy policy-
holders will move their coverage
from one insurer to another, while
the ones who are sick will hold

onto their policies," Mr. Fogarty
warned.

"If customers switch policies
every one or two years to get the
higher commission rebate, the

Continued on nezt page
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Rebate debate
Continued from previous page
insurers can't make money and
ultimately premiums will go up for
everyone," said Mr. Soward.

And, since insurers base their

rates on the law of large numbers,
insurance company solvency would
be threatened by this activity.
"The whole insurance company
solvency issue is in question if
insurers can't be sure of the policy
being in place for a length of time.
It will create chaos in insurer

reserve levels," said Betty Combs,
executive vp of the California
Assn. of Life Underwriters in Oak-

land.

Ms. Combs pointed out that not
only could policy turnover affect
premium rates, it could also jeop-
ardize the policyholder's eligibility
for coverage under a life policy.

"The fallout of this situation" is

that so-called contestable clauses

in life insurance policies that limit
coverage during first several years
a policy is in force will always be
contestable if the policy is fre-
quently rewritten with a different
insurer on renewal, she said.

Changes also may occur in the
property/casualty industry, where
some predict a possible switch
from commission to fee-based

compensation to eliminate the
issue of rebating.

"With property/casualty busi-
ness, much of the commission pays
for service after the policy is pur-
chased. Clients may have to even-
tually pay outright for the cost of
their service," Mr. Berman said.

And in both the property/
casualty and life industries,
sources say agencies and insurers
will incur more expenses and
spend more time in negotiating and
recording different commissions
for every account.

In addition, they say that insur-
ers who bill customers directly
may have to revert to agency bill-

ing so that the agent can factor in
the rebate when collecting the pre-
mium from the policyholder.

"That will raise the base cost of

the policy, which will end up cost-
ing consumers more money," Mr.
Fogarty said.

"This could have a negative
affect without consumers realizing
that they are being charged more
for their coverage despite their
rebate," Ms. McLawhorn agreed.

For insurance departments
already overburdened by the
pressures of the current market-
place, "I see a much larger problem
looming in the background. We can
now go directly to the insurance
company and ask it to pay its pre-
mium tax, and they can calculate
that," Director Soward said.

"Insurers have a record of their

agent commission percentages. If
anti-rebating is overturned and
agents can negotiate with each
individual policy, the company can
say to us, 'Look. We don't know
how much of a rebate the agent
gave to the customer. You find
out.'," he explained.

Insurance departments may be
forced to hire more people to col-
lect premium taxes and to handle
any collection problems that insur-
ers might incur when the agents
who represent them revert to
agency billing, he added.

And Mr. Harrison said that Flor-

ida agents may be faced with yet
another problem if rebating is
upheld in their state. Some out-of-
state agents already have called his
association to inquire about
obtaining non-resident licenses.

"They want to fly into Florida to
place business so they can offer
rebates to their customers," he
said. I
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Insurers use subjective criteria
when rating agencies: Survey

By PAUL D. WINSTON

Lacking formal evaluation programs, most insurers
use subjective criteria to select agencies, a recent sur-
vey found.

However, some insurers employ strict quantitative
measures when selecting an agency, including use of
specified levels of gross written premiums and loss
ratios, the survey also revealed.

The Assn. Planning Committee of the Professional
Insurance Agents of Texas conducted the survey of
-How Insurance Companies Evaluate Insurance Agen-
cies" late last year.

The survey polled 46 regional or branch marketing
managers of insurance companies doing business with
independent Texas agents. Forty-five companies
responded to the request for the criteria used to evalu-
ate independent insurance agencies.

Most insurers do not have a formal evaluation pro-
gram in place for selecting insurance agencies, the sur-
vey found. Many decisions about agency selection are
made on the basis of recommendations from marketing

personnel, special agents and branch managers, the
survey found.

And, many of these individuals have little or no
training in formal evaluation techniques, the survey
reported.

When evaluating agencies, insurers most often con-
sider the agency's "professionalism," the survey found.
"Professionalism" was cited by 20 of the insurers as
one of the three most important criteria they use to
evaluate agencies.

Professionalism, however, is a very subjective term,
the PIA of Texas noted. And, insurers answering the
survey define it differently.

For example, American States Insurance Cos.
defined the term as the "experience of agency princi-
pal and employees," while The Travelers Insurance Co.
defined professionalism as "quality of management/
principles."

The most common definition of professionalism,
however, hinged on education and training.

Zurich-American Insurance Cos. responded: "Pro-

fessionalism-has the agency made a commitment to
continuing education for its staff?"

The second and third most oten cited criteria used by
insurers are less subjective than "professionalism" and
involve financial and business-related criteria.

"Profitability" was cited as the second most impor-
tant criteria, with 18 responses, and financial stability
was the third, with 14 responses.

Agency location, book of business and business rep-
utation also were frequently cited criteria.

In its analysis of the survey, the PIA of Texas noted,
"This emphasis on the specific and, for the most part,
quantitative criteria shows how the current hard mar-
ket cycle has altered traditional relationships between
most insurance companies and insurance agents."

Theo Van Eeten, director for education and technical

services at the PIA of Texas, said that these changes
are here to stay, regardless of any change in the cur-
rent market. "No question about the fact that this
is how business will be conducted from now on."

"Instead of conducting their business 'on a hand-
shake,' agents and their companies are likely to view
their joint relationship in a much more businesslike
manner," said Fred Wilkerson, a Fort Worth, Texas

insurance agent and chairman of the Assn. Planning
Committee of the PIA of Texas.

Interestingly, several characteristics that might be
thought to be highly desirable in an agency were

infrequently listed in the insurance companies' top
three responses: market penetration, with two
responses; clientele, one; automation, one; and under-
standing of client needs, one.

The PIA of Texas also concluded:

• Often, the opinion of regional or branch market-
ing managers differs significantly from those of corpo-
rate leadership.

• Many insurers formulate their underwriting stra-

tegies based on the agency's location, which is not
strictly red-lining, but often creates the same result.

Copies Of the survey are available to members Of the
Professional Insurance Agents of Tezas for $35, $50 for
non-members. To obtain a copy contact PIA of Texas,
P.O. Boz 3175, Austin, Tezas 78764; 512-474-6066.
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Agents should realize
potential: Consultant

CHICAGO-Potential alone does

not make a successful agency, a
consultant says.

"Potential is a dirty word,"
Roger H. Sitkins, president of Sit-
kins Group Inc., an agency man-
agement consulting firm in Fort
Myers, Fla., told agents attending a
seminar on "Secrets of Successful

Agency Management" held last
month in Chicago.

After analyzing hundreds of
agencies, Mr. Sitkins says he has
found that most have the correct

resources at hand, but they aren't
using them properly.

"People who get labeled with
'potential' are losers," he said,
explaining that agents should work
to realize their agency's potential.

This can be done through "rede-
ployment management-the art of
redeploying your agency's assets,"
Mr. Sitkins explained. "Agencies
have to be analyzing and con-
stantly redeploying their
resources."

Agents need to "get back to the
basics" and examine and evaluate

their agency's "four P's," Mr. Sit-
kins said. These are:

• Professionalism.

• Proficiency.
• People.
• Profits-not including the

agency's contingency checks and
interest income.

Mr. Sitkins described profi-
ciency as "the agency's ability to
handle something one time and get
it done."

For example, he said that agen-
cies frequently submit incomplete

applications to insurance com-
panies, even though it is common
knowledge in this tight insurance
market that insurers will not

accept applications that are not
complete.

"Why send them something

that's incomplete? You'll have to
handle it more than once. If you
only get paid once, only handle it
once," he advised.

Agency employees, the "people"
part of the formula, are extensions
of the agency's image, Mr. Sitkins

stressed. "Do they look profes-
sional, act professional and talk
professional? Do they know about
their job? How do they talk to your
customers?"

A simple way for agents to eval-
uate employee performance is to
ask a friend to call the agency once
a month for a quote, Mr. Sitkins

said. This person can then provide
the agent with feedback on the

image projected by agency employ-
ees.

There are several other ways for
an agency to take inventory of its
performance, Mr. Sitkins stressed.

Agencies can conduct informal
customer surveys by randomly
calling five customers a month.
"Ask them: 'How are we doing?

What do you like most about deal-
ing with our agency? What do you
like least? What would you do dif-
ferently?'

"This gives you live information
that is crucial to an agency."

Agencies also should survey their
insurers. Mr. Sitkins urged agents
to mail questionnaires to the

underwriters they deal with and
request that they take the time to
evaluate their agency. He sug-
gested that agents let the insurer

return the questionnaire anony-
mously to make sure the responses
are candid.

"This will increase your profes-
sional image in the eyes of the
company" while providing valu-
able feedback, he added.

Agents also need to conduct a
"profit-center analysis" of their
operations, examining their
income and expenses, he said.

"It is crucial that all agencies

examine themselves from a profit-
center standpoint," he stressed.

Studies conducted by Mr. Sitkins
to determine the statistical break-

down of accounts and commissions

show, on the average, that:
• Personal lines clients repre-

sent 83% of an agency's accounts,
but only 31% of its revenues.

• Commercial lines clients that

generateless than $10,000 in
annual premiums represent 14% of
an agency's accounts, but only 13%
of its revenues.

• Commercial lines clients with

more than $10,000 in annual pre-
miums represent only 3% of an
agency's accounts, but provide 56%
of its revenues.

Continued on page 286
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Keep Your Client In The Driver's Seat ...
With Rhulen's Equine Liability Coverages
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Available Immediately -
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Can't filMi theperFect
Group Insurance Plan?

Now youcanbuildit.

L

A Group Plan flexible enough to meet your clients' needs and
preferences. Irs State Mutual's Multiple Benefit Advantage (MBAO.
With literally dozens of options, it lets you deliver a truly customized
group life and health insurance plan to companies with 10 to 99
employees. These options include: • choice of cash deductibles
ranging from $100 to $1,000 • optional $100 hospital deductible
• choice of three Stop-Loss limits-$2500, $5,000 or $10,000 • new
health maintenance options which cover routine physicals, diagnostic
tests and immunizations • 100% benefit options for hospital, surgical
and laboratory and X-ray expenses • a Cost Containment Option
which provides for pre-admission review of hospital stays, hospital
discharge planning, second surgical opinions and catastrophic claim

management. MBA also features non-smoker
rate discounts and another industry innova-
tion: waiver of plan deductibles for em-
ployees and dependents who » *,

are wearing seat / I
-

belts at the time of an '$lilli=IElli C)%#Z:ElimilBmgmEMWMX%ilimiri.automobile accident.

We've made sure MBAs many features don't become
a well-kept secret. Built into every MBA plan, with the
cost-containment option, are employee information kits,
payroll stuffers and customized slide presentations to help
educate employees on ways to get maximum plan benefits
and savings.

Instead of trying to make your next group plan sale with
just any off-the-shel f product, build your client a plan that
combines comprehensive standard features, flexible options
and cost-containment ideas from an industry leader.

MBA sounds like good business to me; send me more
information.

Name

Firm

Address

City State Zip

Phone

Mail to: Bruce B. Crawford, Vice President, Group Marketing
State Mutual Companies, Dept. D9-1 5BI
440 Lincoln Street, Worcester, MA 01605

State Mutual Companies
State Mutual Life Assuran:e Company of America • SMA Life Assurance Company
SMA Equities, Inc. • SMA Financial Advisory Services, Inc. • SMA investment Trust

440 '-incoln Street, Vurcester, MA 01605

Ideas worth quoting.
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From start to finish, gaining a clear-cut position is as crucial a
skill in business as it is in racing. Exploding from the gate
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easy task. When the stakes are high place your advertising
in a sure winner... Business Insurance.
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The game plan that works.
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Agency potential
Continued from page 28E

He pointed out that 29% of· the
revenues an average agency earns

on large commercial accounts goes
to cover sales expenses, 49% is
used to cover service expenses and
the agency retains 22%.

On personal lines, 21% of the
revenues pays for sales expenses,
75% covers service expenses and
the agency keeps 4%.

Smaller commercial accounts are

a different story, Mr. Sitkins

stressed. On the average, these eli-
ents cost an agency 161% of its
revenues-54% to cover sales

expenses and 107% to cover service
expenses.

The reason these accounts gen-
erate losses for most agencies is

simple, he said.
Small commercial clients

"demand a lot of service, because

they think they are a big account,"
Mr. Sitkins explained.

They are more expensive to ser-
vice because they tend to call an
agency more

frequently and
demand to talk

to the owner or

producer rather 15 1
than to a cus- I.

torner service till -

representative. *. 16

But, these eli-

ents bring an
agency an aver- &Al'
age annual Mr. Sitkins
commission of

$225, compared with the average
large commercial account's $3,314
in annual commissions. Personal

lines accounts average $72 in
annual commissions.

Large commercial accounts are
not only more profitable because
they generate larger commissions,
but also because they "know how
to handle their business," Mr. Sit-

kins explained.
The key executives delegate

more responsibility to their
employees and are more apt to let
them handle routine service mat-

ters, he said.
Mr. Sitkins suggested that

agents develop more large com-
mercial clients because of their

higher profit potential.
"If you have an area that's prof-

itable, why not expand on it?" he
said.

But, rather than disposing of the
small commercial clients, agents
should "just make them profit-
able" by handling them in a cost-
effective manner, Mr. Sitkins said.
"You can still give them good ser-
vice. The question is who gives the
service, the agent or the agency."

And all of these clients should

be on direct billing from the
insurance company, he added.
Smaller commercial clients tend

to cause collection problems for
agents, which can be avoided if
the client is billed directly by the
insurer.

To ensure that the agency's
entire book of business is profit-
able, agencies should emphasize
account selling, Mr. Sitkins
stressed.

He said that for the average
insurance agency, 66% of the per-
sonal lines accounts are one-pol-
icy accounts and 24% are two-pol-
icy accounts. Of the average
agency's smaller commercial
accounts, 25% are one-policy
monoline accounts and 24% are

one-policy package accounts.
This is not a profitable scenario,

he pointed out. The disadvantages
of one-policy accounts include
lower account retention, higher
service expenses as a percentage
of commissions, lower average
commissions and low or no profit.

"If you increase the number of
policies per account, it increases
client retention, and service
expenses as a percentage of
income on each account goes
down," Mr. Sitkins said. "Don't
confuse activity with results."

.

He said that the best way for an
agency to see how fully each cli-
ent's account has been developed
is to randomly pull every 10th file
for personal lines accounts and
every third file for smaller com-
mercial accounts until 100 files
are pulled, then count the number
of policies in each account.

It is a good idea for agency cus-
tomer service representatives to
help pull the files so that they
become more aware of the candi-
tion of their own files, Mr. Sitkins
said.

Agents also should analyze their
producers' performance, he said.
"Inventory your producers and
find out what they are doing for
YOU."

"Sales management studies
have found that if you get rid of
unsatisfactory producers and
spend your time with your pro-
ducers who have potential. they
will soon out-produce the cther

Continued on nezz page
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For over 25 years - Brownyard has protected
the Security Guard Industry.

In 1959, William H. Brownyard created insurance protection for private
security agencies. Since then, a whole Brownyard team has perfected

/6 Ae.. the coverage. They continue today to provide state
CZ* of the art protection to security guard agencies

throughout the United States with stable,
A rated and licensed carriers.

• Professional Liability Insurance
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• Third Party Fidelity Bonding
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SERVICES MEDALLION IS THE

PRETTIEST
t SIGHT IN

+, ANY STORES
1 WINDOW

r

J

The Jewelers' Probection Services
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protection.

• Sophisticated Equipment
• Expert Installations
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Our subscribers rate Jewelers' more

favorably than do the subscribers of
any other security firm in New York.*

Insurance Professionals rate us even

higher.* That's because most insurance
professionals know Jewelers' special-
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businesses like jewelers, furriers and
fine arts dealers. We do it pleasantly,
efficiently and cost effectively.
*Based upon an independent research study
conducted in late 1984.
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Call Us to See How W£ Can Help
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C Jewelers'
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Services Lid.
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Agency potential
Continued from previous page
producers five to six times," Mr. Sitkins explained.

Agents must be willing to commit their resources to
sales management and training if they want to have
successful producers, he stressed. They also must dis-
miss producers who are not creating a profit for the
agency. If unsuccessful producers are kept on the
agency payroll, they cost the agency money and man-
agement time.

"It's the squeaky wheel that gets the grease, and
then the people who have potential are never allowed
to reach it," he explained. After agents have inven-
toried their agency's current situation and its poten-
tial, they should develop the agency's "unique selling
proposition" or USP, Mr. Sitkins said.

"An agency's unique selling proposition is that dis-
tinct, appealing idea that sets you and your business
apart from every other *me too' competitor," he
explained.

The more specific the USP, the better, he said. If the
agency has expertise in specific market areas, specia-
lized insurance programs or other claims to fame, they
should be included in the USP.

"Once you have identified your agency's USP, every-
one in your agency should know what it is so they

agentmroker topics

know that you're all on the same team. Then you need
to build your advertising and all of your operations
around it," Mr. Sitkins said.

To develop target market areas, which Mr. Sitkins
views as crucial to the success of an agency, agents
need to first meet face-to-face with insurance com-

pany underwriting personnel to solidify the agency/
company relationship, find out what types of business
the insurers want to write and identify the types of
business they do not want to write.

Agents should then find out as much as they can
about the books of business of their five top com-
petitors to determine what makes them unique. Agents
need to know the strengths of their competitors to
compete effectively against them, Mr. Sitkins
explained.

An agency can gain a competitive advantage if it
develops target markets and areas of expertise that
differ from its competitors.

The "largest builder of confidence in an agency is
product knowledge," Mr. Sitkins said, and if an agency
focuses on target areas, its knowledge of those mar-
kets increases with each account written.

The seminar was co-sponsored by Insurance Market-
ing Services, an agency marketing organization based
in Santa Monica, Calif., and Hartford, Conn.-based
Aetna Life & Casualty Co. •

Sendusthis
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And discover group disability
that goes to any length.
Get ready to take on the competition. Because
we offer a fullline of Group Disability Insurance
coverage. Short Term Disability for groups of 4
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or more. Or 'All Term," the plan that combines
both in one package.

Each plan provides income replacement of
up to 67%. Survivor Income Benefits. Flexible
insurance schedules. Total disability protection.
Generous discountsto select groups of profes-
sionals. And, even more important, we fit the
plan to the group, not the group to the plan.

Send in this coupon and learn more about all
the Group Disability your clients will ever need.

0 Another reason why good ideas come in groups
i A at Phoenix Mutual.
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• Variable Protection Adminis-

trators Inc., a company specializ-
ing in the administration of both
insured and self-insured health

care plans, is offering agents three
free brochures that explain the
company's services and its toll-free
numbers. "Call the Close Line,"

explains VPA's group insurance
sales services. "We Want to Under-

right" explains the underwriting
answers that VPA can provide.
"The Claims Cord" explains claims
services the company provides. To
order, contact VPA, 7123 Pear

Road, Cleveland, Ohio, 44130; 800-
VPA-SALE.

• The Independent Insurance
Agents of America and the Surety
Assn. of America are jointly distri-
buting a new brochure that
explains how to avoid fraudulent

bond selling. "Surety Companies
-What They Are and How to Find
Out About Them" is available from
the IIAA, 100 Church St., New
York, N.Y. 10007.

• "The Epson PC and Printer
Guide for Agents," developed by
Epson America Inc., is designed to
give insurance agents step-by-step
instruction on common insurance

applications of personal com-
puters and printers. Chapters
explain word processing, spread-
sheets, data base files, interfacing
and other programs. The book,
written by Kenniston W. Lord Jr.
and published by Merdyne Pub-
lishers, is available at book stores
and from Epson computer dealers.
Call 800-421-5426 or 213-539-9140
in California.

• A new monograph from the
Society of Chartered Property
Casualty Underwriters, "Keys to
Survival," includes 19 articles
designed to help agents and bro-
ken survive and thrive in the

current market. Topics include
market access, control and profit-
ability; financial services pack-
ages; target markets; management
decisions; company-agency rela-
tionships; clustering; mergers and
acquisitions; agency evaluation;
perpetuation; and hiring and
training. The articles are written
by leading agents, consultants,
industry officials, insurance com-
pany executives and a banker. The
monograph is available for $30
from The Society of CPCU, Kahler
Hall, 720 Providence Road, Mal-
vern, Pa. 19355. Pennsylvania resi-
dents add 6% sales tax.

• The first edition of "Judging
Electrical Hazards" is now avail-

able from the Alliance of American
Insurers' property protection sub-
committee. The 80-page, illus-
trated text explains basic electri-
cal concepts, writing methods,
preventive maintenance and
personal safety. A bibliography
also is included. The cost of the
book is $7.50 for Alliance mem-
bers and $12.50 for non-members.
To order, send check for publica-
tion LC-PM-06-1185 to Publica-
tion Order Department, Alliance of
American Insurers, 1501 Woodfield
Road, Suite 400 W., Schaumburg,
Ill. 60195-4980.

• A report examining the
agency underwriting authority
agreements of major insurance
companies represented by inde-
pendent agents is now available
to members of the Independent
Insurance Agents of America. The
report, compiled by the IIAA's
Agency Contracts Committee, dis-
cusses such subjects as: the criteria
used by insurers in granting under-
writing authority; specific target
market areas where special under-
writing authority may be granted;
training and other support services
insurers offer agencies granted
underwriting authority; and com-
pany underwriting authority ter-
mination procedures. Copies are $5
to IIAA members, and can be
obtained from the IIAA, 100
Church St., New York, N.Y. 10007;
212-285-4282.

• The Insurance Information

Institute has published a 96-page
monograph, "Financial Guaran-
tee Insurance," which explains
how financial guarantee coverages
work. The eight contributing
authors discuss the marketing,
underwriting, reinsurance and reg-
ulation of financial guarantee
insurance and give tips on rating
the creditworthiness of bond

issuers and insurers. Copies are
$20, and can be purchased from the
III, 110 William St., New York,
N.Y. 10038; 212-669-9200. I



N.Y. comp reform
Continued from previous page
claimants who successfully return
to work after entering into such

settlements and the relationship
between lump-sum settlements and
system delays.

• A requirement that the Work-
ers' Compensation Board enact
rules of adjudicatory procedure
that would reduce unnecessary
adjournments and continuances by
denying employers or insurers
more than one opportunity to pres-
ent evidence, except in extraordi-
nary circumstances, and, penaliz-
ing claimants' attorneys or
representatives who fail to pres-
ent timely evidence or who other-
wise cause unnecessary delay.

0 A requirement that employers
or insurers that unsuccessfully
I controvert or appeal shall pay
' claimants' attorneys' fees incurred
to defend against the controversion
or appeal. Attorneys' fees also
should be assessed against employ-
ers or insurers that raise frivolous

controversies or issues before a law

judge or that frivolously appeal to
the Workers' Compensation Board.

• A requirement that hospitals
"promptly" release patients' rec-
ords for use in Workers' Compen-
sation Board proceedings.

• The adoption of a clearer defi-
nition of occupational disease that
would define coverage more pre-
cisely when there is evidence of
multiple causation of an injury or
disease by work-related and non-
work-related factors; of aggrava-
tion of a pre-existing, non-work-
related condition by a work-
related injury or disease; and that
the injury or disease is not defined
only as a result of the peculiar
nature or type of employment.

• The creation of an occupa-
tional disease task force to study
problems and issues relating to
occupational disease, including
causation and administrative

delay.
The commission also recom-

mended adoption of what it termed
a "hybrid" system of benefits.
Such adoption would require
repealing the current system of
scheduled and non-scheduled

awards for permanent partial dis-
ability benefits and for total dis-
ability.

The new system would:
• Eliminate subtraction of tem-

porary total benefits from subse-
quent benefits.

• Establish, for all types of per-
manent injuries of sufficient sever-
ity, presumed disability awards
based upon medical impairment
ratings.

These ratings would not attempt
to serve as surrogates for total,
lifetime wage loss and would be
substantially smaller than current
scheduled awards.

• Establish, for all types of per-
manent injuries of sufficient sever-
ity, potential continuing disability
-or wage-loss-benefits, provided
the loss of wages is due to the
injury.

• Base continuing wage-loss
benefits on earning capacity evalu-
ations.

Such evaluations would be based

upon relevant medical and non-
medical factors such as age, educa-
tion, labor market conditions and
residual capacities, like vocational
assessments.

• Utilize the Rehabilitation
Bureau to render vocational

assessments.

This hybrid system should be
adopted along with a number of
changes in the rehabilitation pro-
cess as soon as uniform medical

guidelines are adopted, the com-
mission suggests.

1 Among changes in the rehabili-
i tation process, the commission rec-

ommends:

• The employer or insurer be
obligated to identify each
employee who loses 60 days' work
following injury (30 days in the
case of back injuries) and to evalu-

The New York workers compensation
commission warned that *unless the system

is carofully analyzed and finely tuned, its
parts may play against each other (and)

work at cross-purposes.'

ate such employees as rehabilita-
tion candidates.

• Rehabilitation be broadly
defined to include physical res-
toration, physical evaluation, work
evaluation, job modification, solu-
tions to access problems, counsel-
ing, guidance and placement, and
retraining.

• Injured workers be entitled to
receive temporary total benefits
and other reasonable and neces-

sary expenses during the period
they are receiving rehabilitation
services.

"The rehabilitation of injured
workers is a primary goal of the

-

workers compensation system,"
the commission noted in the

rep6rt.
Injured workers who testified at

one of the commission's seven

hearings said they were disap-
pointed by the few rehabilitation
opportunities provided to them.
Several had not even known of the

Workers' Compensation Board's
existing program, the commission
learned.

The commission recommended

fashioning "a vigorous" rehabilita-
tion scheme that is fully integrated
with the workers compensation
benefit structure.

It also called for additional legis-
lative action that could be under-

taken immediately, or in conjunc-
tion with the hybrid benefit
system.

Among those recommendations
are:

• Adoption of an offset of old-
age Social Security benefits from
permanent disability workers com-
pensation benefits.

• Increased supplements for
recipients of permanent total and
death benefits.

• Adoption of flexible minimum
benefits equal to 10% of the state
average weekly wage in death
cases and for temporary total,
scheduled permanent partial and
permanent total injuries.

In its report, the commission also
warned that "unless the system is
carefully analyzed and finely
tuned, its parts may play against
each other (and) work at cross-
purposes."

"Not every one of us agrees with
each recommendation, but all of us

business insurance, August 4, 1986 / 29

were able to support this blueprint
for a series of highly interactive
reforms," said Karen S. Burstein,
chairwoman of the commission.

She also is president of the New
York State Civil Service Commis-
sion.

"We leave specific parameters to
be negotiated by those in the Leg-
islature and the Executive who are

charged by citizens to enact and
implement statutes," Ms. Burstein
said in a cover letter with the

report.

Other groups represented on the
New York work comp commission
included: the New York AFL-CIO,
the Business Council of New York

State, the New York State Profes-
sional Firefighters, the New York
Committee for Occupational
Safety and Health, American
International Group Inc., Utica
Mutual Insurance Co., the Work-
ers' Compensation Board, the New
York Insurance Department and
the New York State Department of
Labor. •
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Introducing
Our New Line ...

One Size Fits

Groups of 10 to 99
If your clients with 10 to 99 employees haven't found a plan that
fits, Provident Mutual's new group coverage is tailored to their needs.
Our new plan is suited to the medium-sized employer who wants a coordinated package of quality
coverage, competitive cost and convenient administration.

Let your client try this selection of coverages:
• Life, AD&D, Dependent Life
• Major Medical (15 + lives), with Prescriptive Drug Plan
• Dental Coverage
• Long Term Disability

Our standard cost containment features, styled to your clients needs, are included in all
plans.They include second surgical opinions.. pre-admission testing... out-patient surgery ..
limitations on weekend admissions... hospice and home health care benefits... skilled nursing
facility benefits... with pre-admission certification/continued stay review available as an option
Competitive rates, quick quotes and simple enrollment procedures complete this winning
combination.

So if your clients are feeling the pinch from plans that just don't fit, try Provident Mutual's new
product for groups of 10 to 99 . it's just your style. Call this toll-free number for a referral to
the Provident Mutual Group Office nearest you: 1-800-523-4681 (please ask for Operator 29).
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PROVIDENT MUTUAL
SECURITY THROUGH FINANCIAL SERVICES

Panel approves ban
on forced reti rement

By JERRY GEISEL

WASHINGTON-Mandatory
retirement would be eliminated
under legislation passed by the
House Education and Labor Com-
mittee.

The measure, H.R. 4154,
approved late last month on a voice
vote, would overhaul the Age Dis-
crimination in Emp16yment Act,
which now allows employers to
force workers to retire at age 70.

Amendments added to ADEA in

1978 raised the mandatory retire-
ment age to 70 from 65 and also
eliminated mandatory retirement
for most federal workers.

House Rules Committee Chair-
man Claude Pepper, D-Fla., spon-
sor of the legislation, wants the
House to consider the proposal
under a rule that would bar any
floor amendments.

A similar bill, S. 1054, intro-
duced by Sen. John Heinz, R-Pa., is
pending before the Senate Labor
and Human Resources Committee.

Disability benefits
The Reagan administration is

asking the U.S. Supreme Court to
review a series of lower-court deci-
sions that struck down federal
rules making it more difficult for
applicants to collect Social Secu-
rity disability benefits.

Those rules are used to deter-

mine whether employees' disabili-
ties are so severe that they cannot
work and thus qualify for Social
Security disability benefits.

The rules say only medical evi-
dence-and not a person's age,
education and work experience-is
the sole basis for deciding whether
an applicant is disabled.

A medical evidence-only test is
needed to screen frivolous claims
without conducting vocational
evaluation of every claimant, the
government contends.

However, employers don't Iike
the new rules because many long-
term disability plans offset bene-
fits payable with Social Security
payments. Enforcement of the
rules will increase benefits paid
under LTD plans, increasing
employers' costs.

Non-discrimination
The American Council of Life

Insurance and the Health Insur-

ance Assn. of America are urging
Congress to delay the effective date
of benefit plan non-discrimination
rules contained in the House and
Senate tax bills.

Under those proposed non-dis-
crimination rules-by far the most
complex benefit provisions in the
bills-a benefit plan would lose its
tax-exempt status if it covers too
great a proportion of a company's
highly compensated employees or
too low a percentage of a com-
pany's total workforce.

The non-discrimination rules
could especially hurt companies
with many divisions and different
geographic locations that have
designed separate plans to meet
the specific needs of those divi-
sions (BI, Dec. 16, 1985).

Both the House and Senate tax
bills set a Jan. 1, 1987, effective
date for the non-discrimination
rules. The effective date should be
set no earlier than plan years
beginning on or after Jan. 1, 1989,
to give employers time to comply,
the Washington-based trade
groups say.

"A delay in the effective date is
essential since the new rules, in
whatever form they actually
emerge, will contain many con-
cepts which must be implemented
by regulations," the groups said in

washington

a letter sent to members of several
congressional committees.

And, employers will need time to
gather the data to determine if
their plans comply and to comply
with the rules.

"The few months remaining until
Jan. 1,1987, are clearly inadequate
for all this to be accomplished,"
the trade groups said.

According to the ACLI and the
HIAA, the final non-discrimina-

tion rules that emerge from the
conference committee should con-

form to these principles:
• Geographic diversity.

Employers that operate in differ-
ent geographic locations should be
allowed to adapt health care plans
to local conditions.

"Otherwise, the employer may be
put in an adverse competitive posi-
tion vis-a-vis local companies and
possibly even prevented from
expanding into new locations," the
letter said.

• Multiple tests. Because of the
diversity of health benefit pro-
grams, it is difficult to imagine
that a single non-discrimination
test could be hammered out to deal
fairly with all plans.

"Thus it would appear desirable
to have multiple tests under which
a plan could qualify," the letter
said.

• Administrative simplicity. If
the rules are too cumbersome,
employers might terminate their
benefit plans and give employees
cash to buy their own health care
coverage.

"This would clearly lead to less
rather than more coverage, and
coverage that is likely to be pur-
chased (would be) by the higher
compensated," the letter said.

VEBA ruling
A federal appeals court decision

last month overturning a Treasury
Department regulation that barred
national trade associations from

sponsoring tax-exempt Voluntary
Employees Beneficiary Assns. will
greatly benefit VEBAs, a trade
association says.

In that decision, involving a
VEBA sponsored by the Lisle, Ill.-
based Water Quality Assn., the 7th
U.S. Circuit Court of Appeals
invalidated a portion of a 1981
Treasury regulation that said trade
association VEBAs could be

offered only if employees of trade
groups worked in the same geogra-
phic area. The appeals court said
the Treasury had no authority to
place geographic restrictions on
VEBAs (BI, July 21).

The decision-unless reversed by
the Supreme Court-will benefit
VEBAs and trade groups, says
Douglas Oberhamer, executive
director of the Water Quality
Assn., a national trade association
representing manufacturers, sup-
pliers and dealers of water quality
improvement devices.

National VEBAs-at least those
operating in Illinois, Indiana and
Wisconsin, the states that make up
the 7th Circuit-should be able to
obtain refunds for taxes paid for
the years 1981 through 1985, Mr.
Oberhamer notes. In addition, the
decision will give national trade
associations added incentives to
start VEBAs.

"Personally, I feel much satisfae-
tion from WQA's being able to
benefit other trade associations as

a group, but in the final analysis it
is the association member and

rank-and-file employee that will
derive the greatest benefit from
this case," Mr. Oberhamer said. m
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Report finds dishonesty in PCW affai r
By STACY SHAPIRO began disciplinary proceedings administrative costs in acquiring Cameron-Webb failed to make sure Cameron-Webb worked closely

into the PCW scandal the original business the sums held by Unimar in Pan- together "We therefore find that
LONDON-An interim report by Both Mr Dixon and Mr The reinsurers believed that the ama were recorded as an asset in Mr Dixon acted dishonestly and in

the British Department of Trade Cameron-Webb now live in the 10% was being held by PCW syndi- the syndicates' accounts serious breach of his duty to the
and Industry into the problems at United States cates as a ceding commission, The report further says that in names of the relevant syndicates "
PCW Underwriting Agencies Ltd The 88-page interim DTI report when in fact, the money was being 1980 about $445,000 paid to Uni- When Sir Peter-in his role as

says three men acted dishonestly is part of a wider investigation siphoned to Unimar in Panama, mar in Panama was invested in chairman of Lloyd's-began a per-
when placing reinsurance for PCW begun in 1982 of underwriting according to the DTI report International Reporting Informa- sonal investigation of Unimar in
svndicates units of Minet Holdings PLC, "The agreement to pay 10% of tion Systems Holding B V in the early 1982, Mr Cameron-Webb

However, the report exonerates including PCW The report, pub- the premium to Unimar SAM, Netherlands to benefit Mr returned most of the money to the
Sir Peter Green, the former Lloyd's lished July 23, deals specifically looked at in the most favorable Cameron-Webb and Mr D'ambru- syndicates, the report said
chairman, from allegations that he with the involvement of Monaco light, was extremely unusual," the menil The DTI claims, however, that at

covered up any wrongdoing broker Unimar SAM with rein- report says "Had its existence IRIS was established to provide least $130,000 more should have
The director of public prosecu- surance placed for PCW syndicates been disc losed to the rei n - Information on political and eco- been returned

tions is currently deciding whether between 1979-1981 surers they would undoubtedly nomic risks to insurers in exchange Sir Peter's investigation of Uni-
to press criminal charges against The department claims that have been reluctant to accept the for substantial commissions It was mar has been criticized because he
the three men ex-Lloyd's between 1979-1981, a 5% quota- business " created by Anthony Stout, chair- concluded the transactions were
underwriters Peter Cameron-Webb share reinsurance agreement for Mr D'ambrumenil, then chair- man and chief executive of Gov- not dishonest and no disciplinary
and Peter Dixon and Lloyd's bro- PCW syndicates 810 and 869 was man and chief executive of Sea- ernment Research Corp, a Wash- measures were taken by Lloyd's
ker David P D'ambrumenil, says a placed with reinsurers through scope and "an old friend" of Mr ington-based political (BI,Dec 9,1985)
spokesman for the director Lloyd's broker Seascope Insurance Cameron-Webb's, knew about the intelligence-gathering agency However, the DTI re]ects that Sir

In the meantime, Mr D'ambru- Services Ltd payments to Unimar, but did not IRIS ran into financial difficul- Peter "was guilty of a cover-up "
menil, managing director of PCW, Seascope and Unimar offi- tell Seascope directors or the rein- ties -almost immediately" and "Whatever doubts Sir Peter may
Lloyd's broker J Besso & Co Ltd, cials agreed that 10% of the pre- surers, the DTI alleges entered liquidation in September have had about the whole affair, he
has been suspended from working mium should be paid to Unimar But the DTI is not exactly sure 1983, the DTI report says had insufficient evidence to make a

at Lloyd's for six months by the SAM and transferred, on Mr why the funds were transferred to The report concludes Mr finding of dishonesty against any-
Lloyd's Council Lloyd's also has Cameron-Webb's instruction, to Unimar in Panama "We consider Cameron-Webb used money that one connected with the transac-
begun a disciplinary mvestigation Unimar Marine Trade United Inc that we have Insufficient evidence should have been returned to the tions or to lustify a formal investi-
into Mr D'ambrumenil's actions in Panama, which owned 25% of to reach a conclusion as to the pur- syndicates to benefit himself gation

Mr D'ambrumenil could not be Unimar SAM, the report said pose of the 10% paid to Unimar The report also says that Mr But, the DTI 15 critical of Sir

reached for comment, though he Mr Cameron-Webb, Mr Panama," said the report D'ambrumenil requested' that Peter's conclusion that "there was
stated through his lawyers that he D'ambrumenil and a Unimar offi- However, the report says Mr advances be made to IRIS from no dishonesty on the part of any-
was "amazed" at the DTI's find- cial said the funds were paid to Cameron-Webb and others Unimar m Panama while knowing one connected with the transac-

ings and "vehemently denied" the Unimar to generate "new profit- • Deliberately concealed the the advances were unsecured and tions "
allegations able reinsurance business for the reinsurers' payments to Unimar interest-free "loans " "The proper conclusion would

Lloyd's already has expelled Mr PCW syndicates," the report says • Failed to report to the Bank of "Mr D'ambrumenil cannot pos- have been that the evidence avail-
Dixon from Lloyd's and charged Altogether, about $1 million was England movements of money out- sibly have believed that the money able to him was insufficient to jus-
him 1 million pounds ($1 5 million) paid to Unimar in Panama in over- side the United Kingdom, as lent to finance IRIS came from any tify a formal investigation into
for his role in the alleged misap- riding commissions between 1979- required at the time source other than the syndicates," allegations of dishonesty," the
propriation of at least 39 million 81, the DTI claims •Did not record in writing any said the DTI report "We accord- report says
pounds ($58 million) from the PCW An overriding or ceding commis- of the arrangements, apart from ingly find that Mr D'ambrumenil Sir Peter said he is pleased with
syndicates Mr Cameron-Webb has sion is usually deducted from the letters between Unimar SAM and acted dishonestly and in serious the DTI's conclusions, though he
not been cha rged by Lloyd' s premium paid to reinsurers by the Seascope breach of his duty as a broker noted that "the inspectors have
because he resigned before Lloyd's ceding company to defray its In addition, the report says Mr "We are sure that Mr Dixon suggested that I made some errors

knew of the origin of the funds of of judgment and, with benefit of

Maxicare plans to acquire Unimar," the report continues, hindsight, these comments may be
pointing out the Mr Dixon and Mr }ustifiable " .

Nashville-based HMO firm I'lecs"fbl,T
Maxicare Health Plans Inc , a write for our own primary

Los Angeles-based health mainte- markets accounts," he explained
nance organization company, will _ While he would not be specific, AN INSURANCE PROGRAM FOR THE
acquire HealthAmerica Corp of Mr Zucaro said "each risk that

Nashville under an agreement in will conduct feasibility studies and is submitted to Wexford has to PROFESSIONAL SPORT CLUB
principle reached by the two HMO prepare license applications for meet our requirements, but there
companies businesses and trade associations are some risks we will not write "

The transaction is expected to interested in setting up captives in The principal officers of Wex-
be completed by the end of Vermont ford are Edmund N Pascoe, presi- • WORKERS' COMPENSATION
November In addition, Champlain will pro- dent, and Stephen J Jones, execu- ( Includes All States Coverage)

About 900,000 people in 18 states vide captive management services tive vp
currently are enrolled in HealthA- including accounting and record- Wexford operates from offices in
merica HMO operations, a spokes- keeping and claim and policy file New York and San Francisco, Mr • GENERAL LIABILITY
man for Maxieare said maintenance It also will help Zucaro said The East Coast office ( Includes Participant Bodily Injury)

Maxicare, which currently has arrange reinsurance and banking, lS located at 111 John St, Suite
more than 850,000 members in 14 legal and auditing services 2320, 10038, 212-962-3030 The

states, last month announced an The new unit i s headed by San Francisco office is located at
agreement to acquire Healthcare George Chaffee, a former commis- 260 California St, Suite 1200,

• LOSS OF SERVICE COVERAGE
USA Inc (BI, July 21) Healthcare sioner of the Vermont Department 94111, 415-397-2962 ( Accidental Death, Permanent Total Disability,

USA has about 200,000 members of Banking and Insurance Mr Accident and Sickness)
and operates HMOs in California Chaffee most recently was presi- Acquisitions
and Michigan, the spokesman said dent of Vermont Insurance Man-

"After these two acquisitions are agement Inc, a Montpelier-based Brokerage Concepts Inc., a PROSPORT Started Insuring Major Professional
completed, Maxicare is going to be captive management company third-party administrator based in

the largest HMO company in the Champlain Risk Services Inc 15 King of Prussia, Pa, has acquired Sports' Clubs in 1979 Using Unique Insurance
country" after Kaiser-Permanente located at 346 Shelburne St,PO three Blue Bell, Pa -based third- and Cost Reducing Techniques.
Foundation Health Care Inc, the Box 729, Burlington, Vt 05402- party administrators The coin-
spokesman said 0729,802-658-0729 panies-Office of the Adminis- Coverage is Provided in Licensed and

Under the terms of the Maxl- trator, PJR Inc. and C.W. Burke

care-HealthAmerica agreement,
Nationally Recognized Insurance Facilities.

Maxicare would pay a total of $400
New excess facility Inc.-will retain their current

mailing address of P O Box 324, For /nformation, Write or Phone.

million for all 23 3 million shares Old Republic International Corp Blue Bell, Pa 19422, 215-643-
of HealthAmerica stock, said the of Chicago has formed a new sub- 1320    SYMONS INTERNATIONAL GROUP, INC.
Maxicare spokesman sidiary to underwrite excess work- National Settlement Consul-  2455 East Sunrise Blvd, Suite 600

HealthAmerica stockholders ers compensation insurance tants Inc., a national structured Fort Lauderdale, FL 33304
would receive $16 in cash plus Wexford Underwriting Managers settlement firm in Minneapolis, 53 55- 3 Broward (305) 564-7445 Dade(305) 945-3319
one-quarter of a five-year stock Inc will specialize in writing has acquired Settlement Plan- === --r- - - Florida WATS 1-800-432-8898 Telex 51-4422  /
warrant for each HealthAmerica excess workers compensation ning Inc., also of Minneapohs
share The warrant would allow insurance for self-insured mining Settlement Planning will change
holders to acquire one share of companies, self-insured Fortune ltS name to National Settlements
Maxicare common stock at 125% of 1,000 companies and large self- Consultants, but will remain at
its value at the closing of the trans- insured workers comp pools, said 6800 France Ave S, Minneapolis,
action, the spokesman explained A C Zucaro, president and chief Minn 55435, 612-920-6166 or 800-

financial officer of Old Republic 922-6800

Captive manager Wexford will write up to $5 mil-
lion in limits on behalf of Old New offices

Hickok & Boardman Inc , a Bur- Republic insurance subsidiaries, he
lington, Vt -based insurance said The coverage will be mar- Towers, Perrin, Forster &

agency, has formed a captive keted nationwide Crosby has opened a new consult- 0
1X

insurance company management "Wexford will write excess cov- ing office at 4141 North Belt, Suite
unit erage for mostly non-Old Republic 280, Houston, Texas 77032, 713-

Champlain Risk Services Inc primary accounts, but we will also 590-9231 .
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By MICHAEL BRADFORD

TORONTO-Johnson & Higgins
Wrllis Faber Ltd.'s plans to form

three insurers to provide excess
liability insurance coverages are

bringing a flood of response from
po=ential Canadian clients, says

one of the developers of the pro-
pos,41 facilities.

Brian W. Jones, J&HWF senior

vp said the broker has had "tons"

of discussions with potential poli-
cynolders about the facilities,
which would provide Canadian-

based companies with general,
professional and directors and
officers liability insurance (BI,
July 28).

' There is strong support from
incustry in Canada," he added.

The proposed insurers would be
owned by policyholders and capi-

Proposed Canadian facilities attract buyer interest
talized at $25 million each.

The first of the facilities, Cana-

dian Excess Liability Insurance
Co., should offer limits of $25 mil-
lion excess of $10 million for gen-

eral liability risks by Jan. 1, says
Mr. Jones.

If the first insurer is successful,

J&HWF plans two similar facili-
ties: one for D&0 liability insur-
ance and another for professional
liability coverage. Both would
offer limits of $25 million excess of
$10 million.

Those insurers would be called

Canadian Excess Directors & Offi-

cers Liability Insurance Co. and
Canadian Excess Professional Lia-

bility Insurance Co.

Mr. Jones said J&HWF hopes for
about 100 participants in each of
the facilities.

J&HWF has assurances from

regulatory authorities in Canada
that the facilities will be apprcved
if surplus requirements are m€t,
he said.

The facilities will be managed by
Zurich Insurance Co. in Toronto,

which will provide underwriting,
claims administration, investment

manadement and other services.
J&HWF will prepare appl.ca-

tions, develop policy word:ng,
handle billing, collect premiums
and place necessary reinsurance.

Financial and accounting ser-

vices for the facilities will be Fro-
vided by the Toronto office of
Coopers & Lybrand, while legal
services will be handled ty
Toronto law firms Fasken & Calv.n

and Lilly McClintock Bowman.
Prospective investor-policyhold-

ers in Canadian Excess Liabili:y
must submit an applicaticn

through J&H to Zurich. The facili-
ties will be accessible through any
broker, but commissions are not

payable by the insurer Applicants
will be responsible for negotiating
commissions iE they do not apply
through J&HWF.

A $2,000 fee will be charged for
obtaining : quote, but the amount
will be credited to the first-year
premium if the quote is accepted.

Buyers will have to purchase the
full $25 million limit.

To capitalize the insurer, policy-
holders will be assessed a one-time

charge of 50% to 100% of the first
year's annual premium.

If the insurer does not have suf-

ficient reserves to pay claims in
any policy year, policyholders can
be assessed up to 100% of that
year's premium. Any profits will be
returned to the shareholders.

CD BENErITS
AGER360'R COMPENSATION7N_VP HUMAN RESOURCES*,sPENSiONS/RETIREMENT**DIRECTOR,Ei¥CLAIMS MANAGERSAFETY

st*#'p INOU

-LIBRARY
STRIAL REL. -w«%SURANCE 814'VAGER

Amid the many reference tools available, there

44 is one unique source book that identifies the majorbuyers in the commercial insurance industry.
'The 1986 Business insurance Directory of Corporate

Buyers of Insurance. Benefit Plans and Risk Management
Services. which features listings on more than 2,000 U.S.

corporations, will be available in August.
The Bl Directory provides an expanded list of the major buyers by

name and title plus corporate address and phone, information on
company sales volume and employee population. Access to data is easy

with complete alphabetical listings and condensed indexes by size of company
and geographic region.

Buyers and sellers alike use the BI Directory. As a buyer, the directory helps you
identify your corporate counterparts; and as a seller, you can pinpoint these influential

buyers and reach them easily.

Avoid commercial insurance gridlock-rder your 1986 81 Directory today. After all...

the BI Directory is the route to take.
Business Insurance Directory
Single Copy Sales, 965 East Jefferson, Detroit, MI 48207
Please send me copies of the Business Insurance Directory of Corporate Buyers of insurance, Benefit Plans

and Risk Management Services $50 each: $40 each for 5 or more
Bill me plus $5 additional charge for handling: El Payment Enclosed; [3 Visa: U Mastercard

Account # Exp. Date Signature

Name

Title 
Compant

Addre*,c

City State Zip Telephone C )

Each policyholder will be a vot-
ing shareholder and will be able to

participate in the election of the
advisory board of directors.

Canadian Excess Liability would
write coverage on a claims-made
form and would cover legal liabil-
ity for bodily injury and property
damage, including product liabil-

ity. The coverage will apply to
products produced in Canada but
sold elsewhere, including the
United States, if litigation arises
there.

The policy would exclude cover-
age for punitive damages, sudden
and gradual pollution, nuclear
risks and professional liability.

The proposed facilities to write
professional liability and D&0
insurance will function in much

the same manner as Canadian

Excess Liability, according to
J&HWF.

Canadian Excess Professional

Liability also will provide the same

limits of coverage, primarily for
insurance agents and brokers,
chartered accountants and law

firms.

The purpose of forming the pro-
fessional liability insurer, accord-

ing to J&HWF, is to fill the void
created after Lloyd's of London
and U.S. underwriters severely
restricted writing coverage for
professional liability risks in Can-
ada.

Canadian Excess Directors &

Officers Liability would write

D&0 insurance for private and
public Canadian-based companies,

providing the same limits of cover-
age as the other two companies. I

Court upholds
regulating land use

WASHINGTON-A recent U.S.

Supreme Court decision reaffirms
the high court's previous position
that municipalities have the right
to regulate land use.

In the past 10 years, lawsuits
that challenge public regulation of
land use and seek monetary dam-
ages have become an increasingly
significant municipal liability
exposure.

However, the decision in Mac-
Donald, Sommer & Frates us. Yolo

County et al. did not establish spe-
cific rules for land-use regulation,
which public entities nationwide
have been seeking, said C. Lee
Humes, assistant county counsel
for Yolo County, Calif.

Still unresolved is how to deter-

mine when municipalities' justifi-
able control of land use "goes too
far" and violates a landowner's

constitutional rights under the
Fifth Amendment by taking con-
trol of property or the 14th
Amendment by violating due pro-
cess guarantees, he said.

In the California case, three
landowners sued Yolo County and
the city of Davis after proposals to
develop a 159-lot subdivision were
rejected for several reasons,
including lack of public street
access. The landowners claimed
their Fifth and 14th Amendment

rights were violated.
Although three successive Cali-

fornia state courts upheld the pub-
lie entities' rejection of the subdi-
vision plan, the case was brought
before the U.S. Supreme Court
from a judgment sustaining a
demurrer, Mr. Humes said. The

landowners sought declaratory
relief and an unspecified amount
of damages.

But the high court pointed out
that the landowners did not

exhaust all means of remedying the
deficiencies cited by the munici-
palities in rejecting the proposed
subdivision. Consequently, the jus-
tices did not specify guidelines for
municipal regulation of land use,
Mr. Humes said. •
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Guaranty fund reimbursement for claims filed

against it covered by insurance and
Continued from page 1 these are individual claims," Mr

Guaranty funds assessed about Heap said Several guaranty funds
$344 million in 1985, "the most "There is nothing to justify

ever assessed in one year by the lumping them together other than
guaranty fund system," says to reduce the obligations of the
Richard J Marcus, executive sec- guaranty fund," he added paying asbestos claims
retary of the National Committee Another 1Sgue raised by the
on Insurance Guaranty Funds CIGA lawsuit is at what point the While the Connecticut Guaranty Insurance Assn There 15 little, if any, legal precedent governing
based in Schaumburg, Ill association must respond to the is contesting its liability for asbestos claims that how guaranty funds should respond to multiple

The previous record assessment Raymark claims will be filed by Raymark Corp, other state guar. claims against an insurance policy that exceed the
was in 1984, when the funds The association contends that it anty funds are paying asbestos-related claims filed fund's per claim cap, guaranty fund spokesmen and
assessed $74 1 million, Mr Marcus should respond only after all of against insolvent insurers lawyers say
added Raymark's other primary and However, claims filed and paid to date m other Caps on claims payments by guaranty funds

These figures exclude New excess insurance has been states are relatively few in number and for rela- range from a low of $50,000, such as in Colorado,
York's unique pre-assessment fund exhausted, even though the Transit tively small amounts, according to the guaranty Missouri and Kentucky, to generally $300,000 New
and payments made by individual policies were written on various funds York and Maryland do not cap guaranty fund
insurance companies under ms01- lower layers Raymark's claim against the Connecticut fund claims payments
vency provisions of the uninsured State law provides that the guar- could total $32 million (see related story) While noting that he is unaware of any litigation
motorists' endorsement, Mr anty fund is a "court of last The Florida Insurance Guaranty Assn , for exam- over whether multiple claims arising out of a single
Marcus added resort," Mr Gulko said ple, is paying about 60 or 70 asbestos claims on Policy should be paid by a guaranty fund, lawyer

State guaranty funds respond to However, some attorneys say behalf of Midland Insurance Co, which insured Jim Thomas B Ridgley said guaranty associations have
their residents' claims not paid by that when CIGA must pay depends Walter Corp of Tampa paid more than their $300,000 cap on a policy due
insolvent insurers licensed in their on the language of the excess poli- Midland is being hquidated in New York to multiple claims
state, sub]ect to a per-claim cap cies in the layers above the Transit The association is paying the claims on the basis Mr Ridgley is a partner with Vorys, Sater, Sey-

Licensed insurers in the state are policies that each claim filed by a person against Jim Walter mour & Pease in Columbus, Ohio, and outside
assessed the amount as needed to CIGA also asserts in its suit that is a covered claim, said Philip J Meunier, claims counsel to the Ohio Insurance Guaranty Assn
cover the guaranty fund claim pay- if each individual claim against manager of the association An attorney for the Illinois Insurance Guaranty
ments, with assessments capped at Raymark lS a claim covered by the Florida's guaranty fund pays up to $300,000 for Fund said it has never faced multiple claims that
1% to 2% of an insurer's net direct fund then, according to its state each covered claim together exceeded the fund's per-claim cap
written premiums in the previous law Thus, if there were 10,000 asbestos claims, each of "The guaranty fund law is a little bit ambiguous
year • The $100 deductible applies to which cost at least $300,000, the guaranty fund as to how these claims can be handled," said

These guaranty fund assessment each claim would theoretically have to pay $3 billion for the Thomas Jenkins with the Chicago law firm of Lord,
costs are passed on to policyhold- • CIGA's obligations should be claims. Bissell & Brook

ers in the form of higher premium reduced by any amounts claimants However, Florida's fund is limited to assessing Currently. the New jersey Insurance Guaranty

charges, or else they drain insur- receive or could receive under insurers 1% of premiums written Assn is faced with multiple claims under one pol-

ers' profits other insurance policies, Including Also, the Ohio Insurance Guaranty Assn has icy, said Jesse Benton, executive director "I don't
In its declaratory ludgment workers compensation or medical already paid about 250 to 300 asbestos claims for know how it will turn out It's never been litigated

action filed July 11 in state court insurance relatively small amounts on behalf of Ideal Mutual I've never heard of any case on this subject "
in Hartford, CIGA is asking the • CIGA should not be liable for Insurance Co , which insured Childers Products Co The fund is being asked to respond to claims filed
court to rule on its liability for subrogation or other recoveries by Inc of Cleveland by 180 persons who became 111 from ingesting sal-
claims filed by Raymark The any insurer, insurance pool or Ideal Mutual also is in liquidation in New York monella poisoning ata hotel, Mr Benton said

claims have not yet been filed, but underwriting association Ohio's guaranty fund pays up to $300,000 per He declined to name the hotel or its insurer, say-
are expected • That CIGA has no duty to covered claim ing the information was confidential

Raymark currently faces more defend Raymark and its affiliates The Colorado Insurance Guaranty Assn, which There may, however. be a legal argument for
than 30,000 asbestos claims, and and that any amounts paid by pays claims against insolvent insurers up to $50,000 guaranty funds to limit their liability for multiple
more than 1,000 new claims are CIGA attributable to the cost of per claim, could be hit with massive claims by claims filed against a policyholder that exceed the
being filed every month providing a defense to the Ray- Manville Corp , formerly the world's largest fund's claim payment cap, some attorneys say

Raymark has exhausted its pri- mark affiliates for covered claims asbestos producer. It may be possible, especially under excess
mary insurance and virtually shall be applied to the Transit pol- Manville purchased at least $75 milhon in habil. indemnity policies, to find the pohcyholder is the
exhausted ltS first-layer excess icy limits ity insurance limits from Midland covered claimant with the guaranty association
coverage, resolving 15,000 claims CIGA's suit names in addition to However, Denver-based Manville has not yet filed rather than the individuals suing the pohcyholder,
for a total of $125 million in pay- Raymark two Raymark subsi- a claim with the Colorado fund, in part because the they say
ments and $30 million in legal fees dialnes, Raymark's 10 primary and company has been mired in bankruptcy for the past If the policyholder is the claimant, the fund
Monthly payments by Raymark's excess liability insurers, Lewis four years and has not paid asbestos claims, pointed would owe only one payment, sublect to its claim
insurers total $10 million Crist, the director of the Division out Manville General Counsel Richard B Von payment cap, for each policy

Raymark was in state court last of Insurance of the state of Mis- Wald "It might be the insured rather than the individ-

week in Chicago seeking a court souri, as receiver of Transit When Manville emerges from bankruptcy and ual claimant" making the claim, says Richard J
order that ltS second-layer liability Casualty, and The Connecticut begins paying claims and cannot recover from Mid. Marcus, executive secretary of the National Com-
insurers, including Transit, begin Bank & Trust Co , a national bank- land, it likely will seek recovery from the Colorado mittee on Insurance Guaranty Funds based in
funding asbestos claims ing association that lS assignee of fund and perhaps other state guaranty funds, Mr Schaumburg, Ill

Transit wrote $12 million of certain rights to recover under the Von Wald said. "There is an uncertainty there," he said
Raymark's second layer of insur- Transit policies
ance

As of this spring, Raymark had
about $250 million in liability

insurance remaining from the
almost $400 million in limits it had

purchased since 1941
Of the $400 million, Transit Today, Insurance Programs Must

wrote $32 million of coverage
between 1979 and 1982, providing
six insurance policies on the sec- Be PROACTIVELY Managed
ond, third and fourth layers of
Raymark's excess coverage

However, CIGA lS asking in its
declaratory action in Connecticut
that when Raymark files claims
against it for coverage under the
Transit policies that CIGA's liabil-

H

NNUAl=-
ity be limited to $300,000 per pol-
icy, less a $100 deductible for each
policy CONSTRUCTION

In Connecticut, CIGA's liability
for covered claims against insol-
vent insurers is $300,000 INSURANCE

However, CIGA does not explain
in its suit why each claim paid to
an asbestos claimant should not be

CONFERENCE-
considered a covered claim under

Take Control By Learning:the guaranty fund Optional Seminars
Paul M Gulko, executive secre- • How to negotiate coverages and premiums Three Optional One-Day Seminars will be held

tary of CIGA, says "I think if you • The effects of claims-made insurance on November 10 "Insurance Specifications/ November 10-13, 1986
look at the law, you don't know • The current status of the insurance industry Negohation Tips," "Claims-Made Liability
who the claimant is It's ambigu- • How to insure design-build liability nsks Insurance," and "Construction Insurance

The Westin Hotel, Galleria
OUS "

• Alternatives to insurance Primer " Participants May Attend Any One of Dallas, Texas
Where a guaranty fund has a

portion of an excess policy, lt iS Structure Your Own Program These Three Programs Separate From or in
uncertain who the claimant is Addihon to the 2'/2-Day Conference

Choose From Over Twenty Presentations by
under the statute-whether lt lS

the policyholder (Raymark) or the
Expert Specialists in Construction Risk Man- For More Information...

underlying claimant suing the pol- agement and Insurance. Headed by Internal- Call or Write §7g-t®
icyholder, he said ionally-Known Authority, William S Mcintyre Conference Coordinator 4 t*1 i INTERNATIONAL

"It is a preposterous complaint," IRMI's Sixth Annual Conference Presents Intemational Risk Management Institute, Inc
contends Frank K Heap with the Sessions Invaluable to Contractors, Owner/ i RISK MANAGEMENT

10300 North Central Expressway
Chicago law firm of Bell, Boyd & Developers. Construction Managers. Agent/ Building Ill, Suite 208 c<,11,* INSTITUTE,INC.
Lloyd, which represents Raymark Brokers, and Underwriters
in insurance coverage litigation

Dallas, Texas 75231-3390 44=5/
"Basically, Raymark lS seeking 1400427.2580 (In Texas, Call 214-363-9656)

=61
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New Jersey rules Railroads
Continued from page 2 Capacity for three risks provided by MAP
employers' liability, accident and find coverhealth, and fidelity, surety, per- TRENTON, N.J -The New Jersey Insurance The MAP is accessible through agents or brokers,
formance and forgery bonds Department expects the state's Comprehensive Dut potential insurance buyers must pay a $75

The most controversial amend- Commercial Lines Market Assistance Program, application fee with captivement to the regulations would established June 2, to provide needed insurance Mr Gray praised the "terrific" cooperation of
restore substantive Insurance capacity for three types of risks· municipalities, members of state chapters of both the National By MEG FLETCHERDepartment control over day-care operations and liquor-serving establish- Assn of Professional Insurance Agents and the
non-renewals, according to Mr ments Independent Insurance Agents of America in HAMILTON, Bermuda-An off-
Sullivan "The MAP was quid pro quo for the (regulation) informing their members about the MAP's opera- shore insurer writing excess liabil-

The new proposed amendment changes," said Wes Caldwell, vp of the American tion tty insurance for railroads is roll-
requires property/casualty insur- Insurance Assn in New York Mr Gray declined to comment on the number of ing ahead with new members three
ers to list in their policies the rea- A key provision of the MAP, which makes it more insurers participating in the MAP or the number months after it began operation
sons they would invoke for non- stringent than some MAPs in other states, lS that of risks for which coverage has been found The Last month four more rail lines
renewal each participating insurer agrees to quote a price MAP is still in the "push, pull, shove and lawbon- linked up with Railroad Assn

The July 7 regulations only on at least one of every five applications it receives, ing" stage, he said "It's still shaking down " Insurance Ltd, bringing the num-
require insurance companies to according to a department spokesman "The MAP Just got off the ground," noted AIA's ber of participants to 15
state in their policies why they Eligible for the MAP are risks in the three hard- Mr Caldwell. "SO it is too early to say how lt lS The new members are the Chi-
would cancel a policy to-place lines that have not been able to obtain even doing - However, it should work because enough cago-area Metropolitan Rail pas-Mr Sullivan said he is "unalter- a single insurance quote, according the Edward major insurers are Involved, he explained senger line, known as Metra, and
ably opposed" to the controversial Gray, the MAP's general manager in Parsippany "The MAP is proving to be effective," said Peter three Canadian railways-Cana-
proposed amendment, calling it "a Mr Gray, who managed a New Jersey MAP pro- Strauss, the Alliance of American Insurers' govern- dian National, Canadian Pacific
malor, major change" in the regu- gram eight years ago, was the commercial lines mental affairs representative for the eastern region and VIA Rail-according to Alan
lations from the July 7 version manager for Travelers Insurance Co in New Jersey Other lines of insurance may be added to the MAP Chilvers, group vp for Interna-

Insurance companies oppose the before his retirement. after consultation between New Jersey Insurance tional Risk Management Ltd,
amendment because they do not His supervision of the day-to-day operations of Commissioner Kenneth Merin and the MAP's board RAIL's manager
want to be limited by contract to the MAP is reviewed by a 10-member board of gov- of governors, according to an Insurance Depart- The other members Include most
specific reasons for non-renewing ernors ment statement of the major freight-carrying rail-
a policy -- -- roads and a few passenger lines,

Further, insurers do not want to including Amtrak, the Southeast-
face possible court Interpretations 0 A 10-day limitation on oral coverage in which arbitrary non-renewals ern Pennsylvania Transportation
of their reasons for not renewing binders Written binders are lim- The insurance company's earned and cancellations had reached cri- Authority and Illinois Central Gulf
an insurance policy, Mr Sullivan ited to a maximum of 60 days for premium would be calculated in sis proportions, according to Insur- Railroad
explained fire insurance and 90 days for accordance withtheestimatedpre- ance Commissioner Kenneth Railroad executives announced

However, "by providing the poli- other lines subject to the regula- mium charge Merin the formation of the captive last
cyholder with prior notice of the tions Mr Sullivan described this The regulations were adopted fall after the commercial liabilityinsurer's standards for non-ren- *'Some insurers are issuing suc- amendment as "cumbersome and under the guidance of former insurance capacity crunch left
ewal, terminations of important cessive binders, sometimes prcvid- unnecessary " Insurance Commissioner Hazel many major freight and passenger
coverages may be avoided," the ing coverage in this manner for Under the July 7 regulations, Frank Gluck, who served a short lines without adequate liability
Insurance Department said in its several months," according to an policyholders must receive notice term as commissioner between Mr coverage (BI, Oct 7,1985) The
summary of the new proposed Insurance Department summary of of a renewal premium and any Merin's two terms captive began operating April 30arnendments the proposed amendments change in contract terms at least New Jersey state Judges three RAIL provides $50 million

Under New Jersey's current reg- "It's news to me that the problem 30 days before, and not more than times upheld the controversial reg- excess of $50 million of liability
ulations, the department says exists," Mr Sullivan said, but he 120 days before, the premium due ulations, which were challenged by coverage for third-party liability,
acceptable reasons an insurance said the proposed amendment was date insurers that disputed the depart- evacuation, sudden and accidental
company may cancel or not renew "not terribly troublesome" for The same notice must be given if ment's authority to adopt them (BI, pollution and liability under the
a policy can include, but are not insurers an insurance company wants to Feb 10) Federal Employers' Liability Act,limited to 0 A requirement that insurers cancel a policy, other than for non- However, with the July 7 regula- said Louis W Biegler, president of• Non-payment of premium issuing estimated premium quotes payment of premium or a moral tions, the department rescinded Corporate Advisors Inc in North-

• Moral hazard provide the policyholder with the hazard some of the more controversial brook, Ill Mr Biegler was hired by
• Material misrepresentation or actual quote within 60 days The latest proposed amendments provisions of the September regu- International Risk Management as

non-disclosure of a material fact If the actual premium is less than to New Jersey's regulations gov- lations in addition to the regula- an underwriting consultant for
• Increased hazard or material the estimated premium, the erning policy cancellations and tion governing non-renewals of RAIL

change in the hazard amount billed the policyholder non-renewals surprised insurance insurance policies Coverage is written on a claims-
• Substantial breaches of con- must be calculated using the actual trade groups Among the July 7 changes to the made form

tractual duties premium applied to the policy They thought the insurers and September regulations that are not Optional coverage also is avail-• Lack of policyholder coopera- from its inception the department had finished nego- subject to the new proposed able for bill of lading and foreign
tion If the actual premium exceeds tiatlng over New Jesery's regula- amendments are rolling stock liability

0 Increase in exposure the estimated premium, the higher tions with the implementation of • Deletion of a provision that Some RAIL members are seeking• Insurer's loss of reinsurance premium can apply only to the the July 7 regulations and the requires an insurer to offer similar even higher limits through other
The recent amendments add unexpired portion of the policy, creation of the MAP terms and conditions when renew- facilities like ACE Insurance

"adverse loss experience" as an the department says The emergency regulations ingapollcy Ltd, but they are doing so on an
acceptable reason for not renewing In addition the policyholder issued in September helped to stem Now, the regulation recognizes Individual basis, Mr Biegler noteda policy must be given at least 30 days' the flood of policy cancellations that a change in the insurer's posi- RAIL has been capitalized

Other amendments proposed to notice of any additional premium, and non-renewals and brought tion, like a loss of reinsurance, may through one-time policyholder
July 7 regulations are and the pollcyholder can cancel the some stability to the marketplace make it impossible for an insurer contributions equal to 2 th times

to meet that requirement the first-year premium, Mr Beigler
• Deletion of a requirement that said

insurers file for approval with the For instance, Metra paid
Insurance Department their under- $471,000 in annual premium and a
WI'lting standards for non-renewal $1 18 million capitalization charge
90 days in advance of a proposed to join RAIL, said Dennis Gallivan,

W.S. Vogel Agency, Inc. (Del.) non-renewal head of Metra's general admints-
Now, insurers must file their tration department

underwriting guidelines with the Besides the $50 million limits
department, which does not have excess of $50 million from RAIL,has acquired to approve them but does have the Metra has bought $35 million in
authority to disapprove guidelines excess coverage above a $5 million

The Centennial Life Insurance Company it considers inappropriate retention, he said This coverage,
Insurers and their trade groups primarily written by Lloyd's of

praised the July 7 regulations as London underwriters, cost $4'2
reasonable million, he said

from "They are a significant improve- However, Metra, currently does
ment," said Wes Caldwell, vp of not have coverage for the $10 mil-
the American Insurance Assn in lion layer excess of $40 millionEmployers Reinsurance Corporation New York Metra may cancel the $35 million

"They generally give companies layer if a self-insurance pool offer-
greater flexibility in terms of non- ing up to $50 million in limits iS
renewals " established by the two other tran-

Peter Strauss, the Alliance of sit units that make up the Chicago-
American Insurers' governmental area Regional TransportationWe represented and acted as financial advisor to affairs representative for the east- Authority, Mr Gallivan said
ern region, said the July 7 regula- The units, which are bothW.S. Vogel Agency. Inc. tions "provide adequate protection operating without liability insur-
for policyholders without unduly ance, are the Chicago Transit
inhibiting insurers from making Authority and the Pace system,
insurance available in the state " which operates suburban busesHuggins Financial Services, Inc. However, Mr Strauss questioned (BI, Dec 9,1985)
why commercial automobile insur- Legislation signed by Gov JamesSubsidiary of Hay Group, Inc. ance continues to be included in Thompson last month authorizes
the regulations the RTA to sell about $45 millionPhiladelphia, Pennsylvania

The Insurance Department state- or $50 million in bonds to capital-
ment accompanying the regula- ize the pool, said a spokesman for

June 30,1986 tions said "The relaxation of these the RTA
requirements is expected to pro- "I think it will be fairly innova-
mote more nearly normal market tive," Tad Weigelt, the RTA's exec-
conditions, particularly the writ- utive director, said of the bond
ing of new business " . sale .



Senate votes to continue

benefits for LTV reti rees
By DAVE LENCKUS

WASHINGTON-LTV Corp.
retirees are receiving additional
guarantees that their health and
life insurance benefits will con-

tinue.

The Senate last week approved
legislation, S. 2690, that requires
LTV to continue post-retirement
life and health care benefits until a

court decides whether the company
can terminate the benefits.

A companion bill, H.R. 5283, was
pending in the House last week.

In a related development, a fed-
eral bankruptcy court in New York
last week gave LTV permission to
continue the retiree benefits for six

months (see story, page 2). LTV
had canceled the benefits when it

filed for reorganization on July 17
(BI, July 28).

"Termination of life and health

insurance benefits has created an

intolerable situation for LTV retirees,"
said Sen. John Glenn, D-Ohio, one of

the Senate bill sponsors.
Meanwhile, the House Ways and

Means Committee late last month

passed legislation that would guar-
antee that retirees, spouses and

dependents covered under a health
care plan would continue to receive
benefits if the plan sponsor files for
reorganization.

1 The bill also encourages states to
establish high-risk health insurance

pools in which all employers with 20
or more employees would be
required to participate or face an
excise tax on gross wages.

These provisions are contained in
legislation approved by the commit-
tee to amend the Consolidated Bud-

get Reconciliation Act.

The provision that would extend
health care coverage to retirees
applies to companies filing for

Chapter 11 reorganization on or
after July 1, 1986.

Under the provision, all retirees
and their spouses and dependents
would have the option to continue
in the employer-sponsored plan
until the death of the retiree, after
which the widowed spouse and the

dependents can elect for continued
coverage for 36 additional months

as provided under COBRA; re-em-
ployment of the retiree or the spouse
by an employer that provides health

coverage; remarriage by the
widowed spouse; or failure to pay
the premium.

Plan participants could be
charged up to 102% of the premium
for the coverage.

Currently under COBRA, which
was signed into law in April, most

public and private employers are
required to provide health cover-
age to employees' widowed or
divorced spouses for up to three

years. And, except when terminated
for gross misconduct, employees

have the right to obtain coverage for
up to 18 months after employment
ends.

However, the law as now written
addresses active employeees, not
current retirees.

The health care risk pool provi-
sion of the budget reconciliation

amendments establishes voluntary
guidelines for states to follow.

Under those guidelines, all state
residents, regardless of health,

would be eligible to obtain health
insurance at a premium no higher
than 150% of the average premium

charged to individual standard risks
for comparable coverage by insurers
in the state.

If a state's pool is not self-sup-
porting, losses would be covered by
equitable assessments against all

participating employers.
Employers that do not participate

in a state's pool would be charged a
5% excise tax on gross wages paid
or incurred during the current tax
year.

The legislation does not mandate

that states establish health insur-

ance pools, but encourages the
states to do so by enabling them to
require employers-including self-
insurers-that provide health care
benefits under the guidelines of the
Employee Retirement Income Secu-
rity Act to participate in the pools,
explained a Ways and Means Com-
mittee staff member.

The health insurance pool provi-
sion was the only provision from a
comparable Senate bill, S. 2402,
that the House panel considered (BI,
May 12).

The Senate bill is scheduled to be

marked up this week, at which time
the sponsor, Sen. Edward M. Ken-
nedy, D-Mass., is expected to offer
substitute legislation that may omit
several of the provisions included in
the original bill. m
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Business Insurance gives you total news coverage of loss pre-
vention, risk financing and benefit management. Every week.
Annual subscription (52 issues) in U.S. dollars.

(Check here.) Surface Mail. By Air.
USA O$60
Canada 0 $76 0 $108
Bermuda Mir or#y) E] $105

Europe/Middle East Mir only) E $105

All other foreign 0 $76 Rates on request.

El new subscription. El rerewal. ' l payment enclosed.
C[bill me. []bill company.

name

company

nature 01 business

.please pnnt)

business or 91 home address

telephone

city state/country zip/postal code

E Please send information on your special 20%-off group rate
for live or more subscriptions.

E I prefer not to receive information or advertising by mail from
companies not affiliated wrth Crain Communications.

Mail to: Business insurance

Ctrculation Dept 965 E. Jellerson Ave., Detroit, MI 48207 HC6

DATA BASE: IRI
Our Total Information System, whichcontains 1.Sbillion bytes of information,
helps us analyze losses, plot loss trends and prepare loss prevention and control pro-
grams for our insureds. The loss information portion of this system codes the cause
of loss 75 different ways, ranging from fire, windstorm or explosion to freezing,
smoke or volcanic action. Also, it accumulates loss data on more than 500 occupancy
classes from airplane plants to wholesale groceries, from hospitals to oil refineries,
from aboveground storage tanks to X-ray rooms. All of this information is ofvalue to
producers, insureds, and IRI. We want to knowhowand whythgs happened, where
they happened, and what we can do to prevent their recurrence. In property markets,
the lessons of the past direct future activities.

Back in 1982, This Kind of Loss Analysis contributed greatly to the development
of OVERVIEW, IRI's total management program for loss prevention and control. Dur-
ing this period, IRI examined 1,169 losses, which totaled $172 million. We concluded
that 97.9% of these losses were related in some manner to management failure in
several areas including smoking regulations, maintenance, pre-emergency planning,
and housekeeping. Without adequate data and without computers to help us massage
it, we mayhave taken several years to develop a program such as OVERVIEW, which
has been implemented in thousands of facilities across this country and around the
world. Although it is difficult to measure how many OVERVIEW-oriented properties
have not suffered a loss, we know that OVERVIEW works in helping to prevent single
human error incidents from becoming multiple human error losses.

Industrial Risk Insurers is also Applying OVERVIEW to the control of loss as
related to natural hazards such as tornadoes, hurricanes, floods, earthquakes, and
arctic freeze. (Arctic freeze is a phenomenon which has inflicted hundreds of mil-
lions of dollars of loss on business and industry throughout the world during the past
fewyears.) That's why special sections inthe Pre-Emergency Planning portion of
OVERVIEW deal with getting prepared for hurricanes, floods, and arctic freeze. When
IRI loss prevention consultants meet with insureds, agents and brokers, these sub-
jects are discussed in detail.

OVERVIEW Enables Companies and Corporations to Manage their loss preven
tion and control programs in much the same way as they manage manufacturing, or
construction activities. For example, since facility process changes are planned and
budgeted, it makes sense to plan andbudget the loss pro-
tection hardware necessary to respond to these changes.
Or, when a new building is planned and budgeted, so are
the extinguishing systems and loss prevention pro- fndustdal
grams necessary to keep it functioning. It's allin OVER-
VIEW Just ask your servicing IRI losi prevention isk
consultant for assistance, or contact Mrs. R A Sasso,
IRI, 85 Woodland Street, Hartford, CT 06102, area code Lpsurers(203) 525-2601 and request a complimentary copy of
the OVERVIEW brochure.

-

#4#19#* 2140*4*

66,000 properties
insuredworldwide
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the professional marketplace
RATES AND CLOSING TIME:

Rates: Display classified is $79.50 per column inch, mimmum of one inch Straight Closing' Published every Monday Copy must be m typewritten form by noo,
classijled is $6 50 per hne. minimum of 5 hnes. Count 34 characters per hne (include Tuesday, 6 davs preceding publishing date No verbal phone copy acceptec*
each space and punctuation as a character). Additional $13.00 charge for blind box Prepayment required Mail ads to Margaret Hikido, Classified Advertising, 740 A

ads Only those responses whichfit into a business size envelope will beforwarded. Rush St., Chicago, IL 60611 For more information call 312-649-5340.
Responses are forwarded daily.

SITUATION WANTED BUSINESS OPPORTUNITIES

GROUP UNDERWRITER/
Looking for MGA Program BusinessCONSULTANT LONDON MIDWEST For $79.50 this ad reachesFamiliar all benefits, vehicles, mar- with credible reinsurance support

keting and financing techniques, in- Can write m 37 states on a surplus England-exec furnished modern apt BRANCH MANAGER
* Risk Managers

sured and self-insured Supervisory/ lines basis Will consider program par- Che[sea 3 beds & 2'h baths 5 mins for
* Employee Benefits ManagersManagerial experience Strengths in tic,pation Contact Joseph Nicosia Sloane Sq 10 mins Harrods Avail by

#312-655-9260 Telex 28-3492 RISK MANAGER Nationwide E&S Underwriting Firm
systems, micro-computers Available day/wk Te[ex 3587 Ne wk Write P 0 * Salety Engineers
for project or employment LarrY Established regional agency m upstate Box H11931 Hamilton Bermuda Challenging posit on with Ala- BURNS & WILCOX. LTD * Insurance UnderwritersIngham, 28 Northview Dr Morris
Plains, NJ, 07950 N Y needs Comm Account Exec , Phone 809-295-1512 meda County, Oakland, CA Re- Call E Wick 1-800-521-1918 * Insurance Brokers/AgentsComm Rater, Personal Sales Rep Ex-

- sFons,ble for administration ofcellent immediate openings for quali Corporate Headquarters * and more!TPA Search Risk Management and InsuranceHEALTH INSURANCE TRUST, a 25 fied people Contact P Noonan, Auro-

year old group health oranization, is ra, Inc 41 State St , Albany, NY 12207,
(518) 449-3180 LONG HAUL TRUCK Program as well as ongoing as-

seeking to purchase TPA s in the Mid- sessment of financial exposures
west, South and Southeastern U S UNDERWRITERS ard risks to the County SeekingPlease send a brief summary explain-

National Specialty Underwriter individual with professional risking your operation Indicate computer
system, number of personnel and located in Northeastern Florida is management or comprehensive
amount of business in force (All in- adding qualified underwriters to general liability nsurance ex-formation will remain strictly confi- its staff Renence, including a minimumdential )
Send to Lawrence L Zschokke, Bl Classifieds Applicants must havea minimum cf two years of responsibility for
Health Insurance Trust, 1130 Statler of 5 years underwr ting experi- directing such programs 53824 RISK
Tower, Cleveland, Ohio 44115

assure ence including commercial auto- to $4647 monthly p us excellent
mobile and willing to relocate toServices Manager benefits EOE emoloyer Apply

T PA looking for Group Account top quality Northeast Florida

by September 3, 1986 to MANAGERServices Manager with at least 3 years Salary commensurate with ex-
experience in group adminis and ba-
sic knowledge of cost containment results! penence Relocation package Alameda County Personnel,

available Send resume and sal- 1221 Oak Street, Oaklanc, CAPlease send Resume
ary history toBox 2073, Business Insurance 94612 (415) 874-7337 North American Philips Corporation has opportunity740 Rush St , Chicago, IL 60611 Box 2071, Business Insurance

for Risk Manager with previous experience
COORDINATED HEALTHCARE 740 Rush St, Chicago, Il 60611

coordinating product and automobile liability claims
SYSTEMS SUPERVISOR THIRD PARTY with m-house and outside attorneys and insuranceExpanding health care management

RECOVERY {C.0.8.1 carriers Reporting tothe Director of Corporate Riskand insurance administration compa-
ny, located in Del Mar Heights, San Management, the successful candidate will also assist
Diego has CAREER OPPORTUNITIES INTERNATIONAL MEDICAL

In the implementation and administration of ourfor persons with 2-3 years experience CENTERS IS LOOKING FOR A
multi-company insured and self-insured1/

PROFESSIONAL TO SUPERVISEGROUP INSURANCE ADMINIS- property/casualty programsOUR THIRD PARTY RECOVERY AREATRATION

A degree in Business or related discipline is required• DIRECTOR GROUP INSURANCE
ADMINISTRATION Risk Management Extensive background in the group

with 5 or more years risk management experience in ahealth claims field with a minimum ofPremium billing and collection, cer-
medium to large manufacturing, insurance ortificate preparation, insurance regu- three years experience working on

lation compliance, medical and group Heller Financial, Inc, a recognized leader in the commercial brokerage firm Knowledge of worker's compensationc)·nmercial health insurance claimsunderwriting, organization, time financial sen/Ices field, has an excellen- opportunity available claims handling procedures a plusmanagement and supervision 873 underwriting Must have inowl
• SUPERVISOR, NEW BUSINESS/ for a proven professional

elie of laws and statutes governing Compensation s commensurate with experience andBILLING As Risk Manager, responsibilities will include administration of the the coord,Mation of benefits and no/ qualifications, benefits are excellent For prompt,Group billing accounting experience,
10 key by touch, supervisory experi- corporate insurance program and the negotiation and placement fault subrogation regulations confidential consideration, please send resume with
ence, develop training programs and of property, casualty and liability coverage Will also develop cover letter and salary history toPrior supervisory experience essentialeducation materials relating to new and maintain systems for self-insuring risks retained within the

We offer excellent salary and benefitsbusiness and billing processes David Santos, Personnel Administrator• DATA ENTRY TE¢HS company This person will interface closely with management,
package

CRT, fast, accurate, 10 key by touch, brokers, and the insurance community
typing 55 wpm Fir immediate consideration please
CLAIMS ADMINISTRATION The successful candidate will possess a degree in Risk Manage Send resume with salary history to• BENEFIT ANALYSTS ment, Business or related education and a minimum of 5 years
Medical and dental claims processing, 1515 NW 167 St , Suite 333 NORTH AMERICAN PHILIPS CORPORATION
medical terminology, CRT, ICD9 experience with a Risk Management Department, broker, or

Miami, FL 33169codes Insurance company
ATT Ms Ceuleers, Director of 100 East 42nd Street, New York, NY 10017CLIENT SERVICES

Compensation is commensurate with experience and qualified• CLIENT SERVICE REPRESENTA- Recruitment
TIVES tions In addition, we provide an outstanding benefits package or call (305) 623-5521 An equal opportunity employer M/F
Medical terminology, ICD9, CRVS, For consideration, send resume to Heller Financel Incorporated,CPT codes, oral & written communi-

Dept 81804, 105 W Adams, Chicago, IL 60603 Equa Opporcation skills, public speaking experi
ence, willing to travel tunity Employer M/F/H
Salary for all positions will be compet-
itive and commensurate with experi-
ence Comprehensive benefits pro-
vided by employer Send resume to
Coordinated HealthCare Systems,
12651 High Bluff Dr , #300. San Diego, E 2 Heller Financial
CA 92130, Attn Personnel

Since 1869 The Dunlap Corporation has aggressively responded to the business
Business Insurance insurance, bonding and financial planning needs of northern New England We are

now one of North America's fifty largest independent agencies We are also aCirculation Breakdown*

satisfying, close-knit place to work An innovative and dependable resource for our
Commercial Consumers clients And a growing, challenging environment we invite you to get to know

Administrative

Underwriting ManagerCEO s presidents and owners 2 983 Agency Personal Unes Manager
Vice presidents general managers
and other administrative personnel Risk Management Division We have created a new opportunity for someone who has agency experience and at

2 758 least 5 years' experience in personal lines insurance processing, sales, and super-
vision This position will be responsible for implementing multi-location systems forLooking for an opportunity to work as a team member to

Financial

achieve business results') Argonaut Insurance Company customer service, accounts processing, sales and will assist in the development of
Chief financial officers and vice-pres,- unique personal lines programs TheAgency Personal Lines Managerwillalso fill thehas an opening for an experienced Risk Management Divi-dents of finance 2018 need for technical support to Branch Managers, Personal Lines Customer Service
Secretaries treasurers controllers sion Underwriting Manager You will have responsibility for Representatives and Producers

all aspects of risk management underwriting including ourand other financial personnel 6 484

underwriting quality, productivity and service standards Producer
Risk/employee benefits You must havea "50 state" working knowledgeof underwrit-
Vice-presidents directors managers (Portland and Other New England Areas)ing requirements to develop, control and maintain a profit-
and other related department person-

able book of captive business You will also supervise all This talented individual will be expected to meet sales goals, maintain hisor herownneiof insurance risk employee bene-
areasof underwriting toensureadherencetocompany poll- book of business, as well as servicing existing accounts A minimum of 3 years'fits personnel compensation pen-

sion safety security industrial rela- cy/procedures and develop/implement local guidelines commercial property/casualty experience would provide a good foundation to
tions human resourcesandemployee/ accomplish such A license is a plus
labor relations 8111 We require in-depth underwriting technical skills combined The DunlapCorporationemploysastaff of some 130 atourAuburn headquartersand
Sub-total 22,354 with proven expenence underwriting captive insurance pro- local offices in Portland, Augusta, Bangor and Presque Isle, Maine, and Manchester
Associations 483 grams You will need excellentcommunicationskillstowork and Somersworth, New Hampshire Our salaries are competitive, benefits include
Government unions and educational medical, life anddisabilitycoverage, aswellas 401(k) and employee stock ownershipwith our clients, managers and staff, and to give ousiness
Institutions 1252 presentations The ability to make profitable business decl- plans

sions isamust Aminimumof 1 yearsupervisoryexperier'ice Be a part of a continuing tradition of leadership by addressing your resume toCommercial Consumers

Catherine D. Thorpe, V P Human Resources, The Dunlap Corporation, 31 CourtSub-total 24,089 m needed tomanageand developasmall underwriting staff Street, P.O Box 40, Auburn, ME 04210
Insurance agents and brokers 10 285 Some travel is required
Insurance companies 6 739

Financial institutions 748 Make a move worth the risk! Send your resume In confi-
Actuaries attorneys adjusters ap- dence, with salary history to, Argonaut Insurance Company,
praisers and consultants 3808 250 Middlefield Rd, Menlo Park, CA 94025 Attn Karen
Others allied to the field 1308

Hohl EEO
10

TOTAL 46,977

' Source Business/Occupational The Dunlap Corporationbreakdown of qualified circulation Argonautlnsurance
Nov 25 1985 issue as submitted to
BPA for December 1985 BPA Publish- Company We Start by Listening.er s Statement
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Superfund provisions offer "an incremental step forward" by requiring the LTV continues retiree benefits
EPA to set up settlement procedures, Mr Stark said

Continued from page 2 "There is in this document some very affirmative, Continued from page 2
both the House and Senate bills that would have lim- positive language, which really indicates that the Con- ever, he said that the period "would provide some transition for retirees to
ited citizen suits to cases where there was an "immi- gress has urged EPA to be more aggressive with make other arrangements "
nent and substantial endangerment" to public health respect to settlements That set a tone that EPA The retirees are covered by 25 different uninsured plans involving a
or the environment must pay some attention to," he added variety of contribution, copayment and deductible requirements The

• Require the president and the EPA to establish Insurers also had hoped to persuade the conferees to company paid claims from general corporate funds
procedures that would facilitate settlements in govern- relect House-passed language that made the pre-emp- LTV told the bankruptcy court it Will cost the company $70 mil-
ment-ordered cleanups by those responsible for a toxic tion of statutes of limitations retroactive to 1980 hon to reinstate the retiree benefits for the six-month period The average
dump site Mr Stark said insurers could have accepted such a annual cost of providing the health and life benefits was $120 million,
 Further, this provision requires the EPA to notify pre-emption on a prospective basis, but applying the according to the LTV spokesman
these responsible parties if a decision is made by the pre-emption retroactively would open up old case files The company will continue to pay retiree benefit claims from corporate
agency not to use these settlement procedures and to that insurers had thought were closed "It's bad funds during the six-month period, the spokesman added
explain why the procedures are inappropriate enough to have this happen, but to rub salt in our In a related development, the Senate last week approved legisla-

However, the provision specifically says an EPA wounds by going back six years and picking up claims tion that would require LTV to continue the retiree benefits until a
decision not to use settlement procedures is not subject that would otherwise be extinguished by state statutes court rules whether the company can terminate the benefits (see, story,
to court review of limitations makes it more irritating to us " page 35)

The provision also requires the EPA to develop Several other liability-related issued remained to be In addition, a House committee approved legislation that would guaran-
guidelines for preparing non-binding preliminary ironed out by Superfund conferees late last week, tee that retirees would continue to receive health benefits if their
allocations of responsibility among companies identi- including the liability of cleanup contractors, the employer files for bankruptcy However, the retirees would have to pay up
fied by the agency as responsible for a hazardous scope of a study of the environmental impairment lia- to 102% of the cost of the coverage to receive benefits
waste site, though the EPA lS not bound to use such bility insurance market, and limits on the liability of Last week, before the bankruptcy court permitted LTV to continue the
guidelines Such allocation of responsibility also can- persons who unknowingly bought contaminated land retiree benefits, both the company and the United Steel Workers of
not be reviewed by the courts Congressional staffers said they expected conferees America offered separate health benefit packages to retirees to replace the

The conferees rejected Senate-passed language that to complete work on the remaining issues late last canceled coverage
would have permitted this kind of judicial review week or early this week "We're within striking dis- However, retirees would have had to pay all premium costs under

Insurer and business groups had lobbied for accep- tance of finishing this bill," one House staff member both proposals
tance of the language, arguing that the judicial review said The coverage offered by LTV, which would have been underwritten by
of the EPA's settlement efforts would result in more Rep John Dingell, D -Mich, chairman of the Super- Metropolitan Life Insurance Co of New York and John Hancock Mutual

I settlements and reduce litigation over cleanup costs fund conference committee, urged a separate group of Life Insurance Co of Boston, would have required annual deductibles of
Insurers favored the Senate language because lt conferees working on the tax issue to wrap up their $500 per individual or $1,000 per family and 20% copayments Bene-

would have forced the EPA to consider upfront settle- work on the reauthorization bill before Congress' Aug fits would have been reduced by the amount of Medicare benefits pay-
I ment offers by polluters, the AIA's Mr Stark 15 recess But staffers say lt 15 unclear whether tax able
 explained conferees will meet that goal If they do, Congress The program proposed by the labor union would have been under-

While the language adopted by the conferees does likely will take a final vote on Superfund in early Sep- written by Blue Cross of Western Pennsylvania and Pennsylvania Blue
not force EPA to consider settlement offers, lt does tember I Shield Retirees would have had a choice of several coverage options I

the professional marketplace
RISK MANAGER BROKER WANTED

COMMERCIAL LINES
RISK MANAGER

Tough Market Requires PPO Joint Venture!
UNDERWRITER

San Diego County Cities Risk Manage- An Atlanta brokerage and general Tough Marketer
Suburban Chicago Agency has

ment Authority requires qualified man- agency operation seeking an aggres- To direct 3 self-insurance au- For profit preferred provider organiza-
immediate opening foran experi- Leading New York City broker seeks

ager for all aspects of business opers, sive Individual with a good marketing thonties consisting of 28 school
tion (PPO) seeksjoint venture partners

enced Commercial Lines Un- experienced demanding Individual to
mgrand tech advisor to pooled liability following and with capabilittes of de-

for nationwide network The Ideal

districts In Santa Clara Co CA derwriter Knowledge of contrac- handle marketing (placement) ofcorn- partners will be small to mid-sized in-
program numerous insurance pro- veloping a Southeastern producer

inclusive of workers' compensa- tors will be helpful to the appli- mercial P&C accounts,n standard and surance carriers strong brokerage
grams risk analysis and loss control base individual s background must be

tion, property/liability and em- cant we are seeking spectally markets Knowledge of NY lirmsand large TPA s which control at
attend meetings adivse member agen- Casualty oriented and should reflect market preferred The person we hire least 30 000 lives m the company s pri-

cies regarding risk mgmt & insurance Excess and Surplus Lines brokerage ployee benefits Salary, benefits The right candidate will be eligi-
must be tough articulate possess mary service area There will be 2 to 4

issues related duties expenence as well as prior underwnt- & compensation negottable (min,- ble for agency ownership within good technical skillsand have theabll-
partners In each ioint venture There

Ing experience The position offers an mum $45,000) Send complete re- 3-4 years In the interim, you will will be one partnership per state and

Request complete RFP for Submittal
tty to work well with ouraccountexecs

excellent and challenging opportunity
the partnership will have an exclusive

sumeto SCCSIG, 100 Skyport Dr, receive an excellent compensa-
Criteria and Proposal Procedures from

Salary commensurate with expen- for that state PPO will supply person-
for career development Excellent sal- tion package

#257 San Jose, CA 95115 by Au- ence Excellent benefits Timid need nel provider selection and recruit-
Jim Benson, City of Coronado, 1825 ary and benefits with an Incentive bo-
Strand Way Coronado, CA 92118, gust 29 1986 Reply In strictest confidence to ment operational procedures and

nusprogram milbeavallable Send re-
not apply Send resumeand salary his-

PPO data system as well as access to

619/522-7309 sume to W P McGlaughon Two Pied- PHM tory to national network For more informa-

mont Center Suite 700 Atlanta GA  Contact Insurance Office (408)
Proposal submittal deadline Septem-

P.O. Box 549 Box 2082, Business Insurance
Non call Thomas H Stateman at (312)

30305  947-6862
943-9229

ber 2,1986 LaGrange, Illinois 60525 740 Rush St, Chicago, IL 60611

RISK MANAGER TPA
Chief Financial

CORPORATE

Seattle METRO-a large municipal corporation responsible for the regu-
NATIONAL TPA WITH h

EXCLUSIVE JOINT VENTURE OF MAJOR
INSURANCE MANAGER

lation of water quality and public transportation systems throughout

Officer-Treasurer HEALTH CARE CONSULTING FIRM Excellent opportunity forqual,hed candimetropolitan Seattle-ts seeking a Risk Manager to assume control of
SEEKING date with a minimum of 5 years expen

the agency's risk analysis activities, workmen's compensation, liability
claims, subrogation, industrial safety and loss control programs TPA S ence in fire general casualty and em-

Milwaukee based P&CCo offers an above The position demands strong negotiating and interpersonal skills, an MERGER OR SALE ployee medical and life insurance prefer
ably In the commercial transportation

average compensation package with a well de- analytical/problem-solving orientationand a flexible, team-oriented ap- OUR ADMINISTRATIVE ABILITIES area Some claims background benefl-
proach ON A SINGLE DATA BASED SYSTEM cial

fined career path potential for this key member Applicants must have qualifications in an appropriate discipline-pre-
INCLUDES

SELF FUNDING FLEX 401(K) We are a successful leader in the trans

of management team position. ferablyatthe Master'sdegree level, and asuccessful background In risk UR/CC portation industry located in Chicago
administration or related management field,and atleast2 years supervt- HMO/PPO/IPA We offeracompetitive salary and benefit
sory/management experience Familianty with data processing DEVELOPMENT/MANAGEMENT package

Requirements C P A., minimum 8-10 years INSURANCE PRODUCTStechniques Is desirable A more specific description of requirements is Please send all resumes with salary his-
P & C Company experience Including working listed on our job announcement Write to tory to

with regulators, reinsurersouts,de accountants, Salary Is negottable m the range$42 7K-$52K, with additional pay based Business Insurance. Box 2055
Box 2081, Business Insurance

upon performance up to $56 31( Excellent health and pension benefits 740 Rush St. Chicago. IL 60611 740 Rush St, Chicago, IL 60611
cash management and long term investments, also apply

goal and people oriented. Metro applications and questionnaires accepted until 400pm, Wednes-
day, Auoust 13,1986 Mall to METRO Employment, MS/44, 821-2nd Ave ,
Seattle, WA 98104 RISK MANAGEMENT SPECIALIST

Write in confidence to: 1 EQUAL OPPORTUNITY EMPLOYER

President Hercules Incorporated, a Fortune 200chemical company,

Box 2051
has an immediate opening at its corporate headquarters in
Wilmington, DE, for a Senior Insurance Specialist

Milwaukee, WI 53201 CASUALTY CLAIMS (casualty)

REPRESENTATIVE The successful candidate will report tothe Manager, Cor-

1 CLAIMS SUPERVISOR porate Insurance Department, and will assist in the design,

The Atlanta Office of the world's leading Insurance marketing and negotiation of all casualty, property and ma-
Broker has an excellent opportunity for a qualified per- rine insurance and self-Insurance programs for the world-

YiZYfecmopgircit trarscpka.tilnhoeopuegr|h- son wide interests of ourcompany Thispositionwillcommunt-

The candidate must be capable of handling highly com- cate directly with corporate and subsidiary managements,

plex claims to completion and dealing with cllents at the brokers, insurance companies and claims service agencies
knowledge of collision, cargo, and liability executive level as well as with claim managersand super-

claims. Preferred candidate must have in- visors of insurers The ideal candidate will have a college degree and 7-10

This individual must be a self starter and possess excel-
yearsexper,ence In a Risk Management Department, broker

surance company training Located in the lent oral and writtencommunicationskills Ahigh degree or insurance company Experience with using acaptivesub-

Southeast, our company is a leader in the of expertise in casualty Is required with special empha- sidiary would be helpful We require communication skills

sis on large and complex Bl exposures and Occurrence/ as well as technical insurance abilities

commercial insurance industry. Our strong Claims-Made Experience on National Accounts a must
Hercules offers a competitive salaryand a comprehensive

positive growth allows for excellent ad- College Degree, Legal and Claims education is des,r- benefits package that Includes relocation For confidential

vancement opportunities Candidate must
able

consideration, please send your resume and salary history
Please send your resume including Salary History, to Stanley W Smith, Manager, Professional Employmentbe willing to relocate We offer excellent marked confidential, in complete confidence to

salary and benefit package. Send resume Mr Richard B James HERCULES INCORPORATED

and salary requirements to: Marsh & McLennan, Inc. Hercules Plaza
P O Box 105008

Box 2069, Business Insurance Atlanta, GA 30348 Wilmington, Delaware 19894

740 Rush St., Chicago, Il 60611
EOE rn/f

An Equal Opportunity Employer M/F
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Equal Opportunities Work comp rates income, and insurer expenses make rate filings " time what we will do," said Dave
Upon examination of the rec- It "will be a whole new ball Elenburg, the fund's commis-

Continued from page 1 ord, we cannot conclude that NCCI game," said Julius Kubier, vp of sioner
brought the case, said the Rating tendered for the Board's consider- the recently consolidated Okla- While the fund does not have to

Board approved last year's work ation sufficient evidence about the homa State Chamber of Commerce file its rates, it is an NCCI member
comp rate filing without enough actual financial condition of the & Associated Industries and has used the same manual

Each weekly issue of financial information from the insurers it represented to warrant The Oklahoma decision also ratesand policy forms ascommer-
NCCI a finding that the rates at the time could influence rate regulation in cial workers compensation insur-Business Insurance gives The NCCI submitted the rate of the filing were inadequate," other states, some observers say ers, said Mr Elenburg

you an eq ual opportunity proposal on July 1, 1985, on behalf Justice Opala wrote "This is going to have real rami- The fund is required by law to

to reach and motivate of its approximately 130 member "Although the materials fications for the NCCI and for remain solvent, he said, noting that
insurers in Oklahoma, including included in NCCI's filing contain those who set rates across the the rates charged by the fund were

Bl's more than 132,000 the State Insurance Fund, a com- numerous tables and exhibits, we nation," said the Insurance about 23 8% too low last
petitive state work comp fund. have found no information from Department's Mr Marshall November

purchasing influentials The NCCI filed for an average which the actual financial state of Victor Bird, Oklahoma's admin- The fund is the largest writer of
. . top administrative 41 9% rate increase, noting that any NCCI member company may istrative assistant attorney gen- workers compensation insurance

work comp insurers had suffered be reasonably ascertained eral, agreed "In one sweeping in Oklahoma, with between 15%
and financial executives, substantial losses in Oklahoma, "We have long held that one of opinion, our Supreme Court moved and 20% of the market The fund
risk managers, employee thereby creating a potential threat the most important factors in insurance ratemaking ahead 60 reported about $48 million of the

to the solvency of some insurers determining whether rates are years," said Mr Bird, who tried the $304 million in workers compensa-
benefits managers and The attorney general and three inadequate is the financial sound- case "I think this case will have tion premiums earned in Oklahoma
the agents and brokers employer groups subsequently pre- ness of the insurer," he continued national implications in 1984, the latest year for which

sented testimony from actuaries- -Evidence considered by the Board "Our Supreme Court said this the NCCI has statistics
who serve their needs. including insurance consumer may include annual financial case has the public interest," he Meanwhile, the Oklahoma attor-

advocate J Robert Hunter-that statements or other data forms said, noting that it embraces prin- ney general's office is considering
When you want to reach specific lower rate increases-8 1% from which net profit and divi- ciples commonly used in approving whether to challenge the consent-

and 15 29-were more in line with dends actually paid may be consid- public utility rates to-rate agreements used by work-
your prime audience, the whatwasactually needed ered Among the other relevant In fact, Oklahoma Supreme ers compensation insurers
Business Insurance The Rating Board also retained factors that the Board must con- Court Justice Robert Lavender, Specifically, the office is con-

an outside actuary, who deter- sider is income from unearned pre- who dissented from the majority cerned whether Oklahoma statutes
audience is unequalled! mined a 25 9% average rate mium and loss reserves " opinion, said "The result of the allow insurers to charge higher

increase was in order Because insufficient information majority's reasoning is to treat the rates under consent-to-rate agree-
The Rating Board adopted this was provided by the insurers, the Insurance industry as a public util- ments than would be required by

PUBLISHING   CLOSING actuary's finding, noting that the Supreme Court ruled the approval ity I find no authorization for such the current policy year's loss expe-
DATES recommendation was "fair and of the 25 9% average rate increase treatment in the statutes governing rience, said Mr Bird, the assistantDATES

reasonable in establishing a rate, could not be affirmed, and it Insurance " attorney general
which is neither excessive, ina(ie- remanded the rate proceeding back However, Mr Bird said, "the The office also is particularly

Jun 2 May 20 quate nor discriminatory (the) to the board same thing lS happening to insur- concerned that insurers, upon
recommendations have the effect The case heard by the Supreme ance rates that happened to utility learning of the challenge to last

Jun 9 May 28 of balancing the interests of poh- Court was a consolidation of two rates in the mid-'705 " year's rate increase, wrote every
cyholders, the insurance industry separate cases the case brought Skyrocketing utility rates during new and renewal work comp policy

Jun 16 Jun 4 and the state in establishing a fair by the attorney general challeng- that period increased public outcry as a consent-to-rate agreement
rate" ing the rate hike and a case for rate control, he explained, Mr Bird said Mid-Continent

Jun 23 Jun 10 But the Supreme Court said that brought by the NCCI against the adding the same thing is happen- Casualty Co of Tulsa, a major
finding "clearly lacks the specif- board to seek approval of the full ing now because of the "liability Oklahoma workers comp insurer,

Jun 30 Jun 10 icity that is expected of a board's 41 9% average rate increase insurance crisis " has sold thousands of policies
order rendered upon a hearing " But the court rejected the NCCI's The Rating Board now is trying under consent-to-rate agreements

Jul 7 Jun 21 Other conclusions by the Rating argument that the entire requested to determine how much premium Every workers compensation
Board were "unsupported by increase should have automatically should be returned to workers policy sold by Mid-Continent after

Jul 14 Jul 1 actual findings of fact," the court gone into effect after a 30-day compensation policyholders under Nov 1, 1985, was written under a
also noted waiting period because that 30-day the decision, which said "The consent-to-rate agreement because

Jul 41
- 1 Jul 8 "The attorney general's primary period was legally extended by the excess over the existing rate which the Rating Board only approved an

contention is that the board erred Rating Board during its hearing has been collected by the affected average 25 9% rate increase, rather
Jul 20 Jul 1 G by failing to compel the production process insurers must be refunded " than the full 41 9% increase sought

of and hence to consider sufficient The NCCI termed the Supreme Although the NCCI and others by the NCCI, said Perry "Bud"
Aug 4 Jul 23 evidence about the financial con- Court's overall decision -an observers believe this does not Inhofe Jr , the insurer's president

dition of the insurers represented unusual interpretation of the rat- include consent-to-rate agree- "I could not see intentionally
Aug 11 Jul 29 by the NCCI We agree," said Jus- ing law " ments, which fall under right-to- writing a large volume of workers

tice Marian Opala in the 16-page The NCCI is expected to ask for a contract statutes in Oklahoma, compensation business at a huge
Aug 18 Aug 6 majority opinion rehearing, said Mr DeCarlo The others like Ms Ables are not sure loss, nor could I see leaving all our

"The statute's foremost mandate court currently is recessed, making A consent-to-rate agreement customers out there looking for
Aug 25 Aug 13 for ratemaking is that rates it uncertain when the court would allows an insurer to negotiate with new carriers," Mr Inhofe said

shall not be excessive, 1nade- act on such a request a policyholder a premium higher or Oklahoma is located m an 011

Sep 1 Aug 19 quate or unfairly discriminatory ' If the state high court does not lower than the approved manual patch and many national workers
When NCCI, by ltS filing, reconsider the ruling, the NCCI rates would dictate Such agree- compensation insurers "have a

Sep 8 Aug 26 requested an increase in rates, it may consider asking the U S ments are permissible in states fear" of writing 011-related cover-
essentially asserted that the rates Supreme Court to review the "out- other than Oklahoma and fre- ages, he explained If Oklahoma-

Sep 15 Sep 3 in effect at that time were macie- rageous" decision, he added quently are used in a tight insur- based insurers don't write this
quate," Justice Opala said, citing a However, the NCCI may pursue ance market when insurers other- business, employers would be

Sep 22 Sep 9 state statute that "explicitly" gov- other options, including refiling wise would not write at existing forced to buy coverage from the
erns how the Rating Board should rates with the Rating Board or manual rates because of their state fund, Mr Inhofe said

Sep 29 Sep 16 determine rate adequacy asking the Oklahoma Legislature alleged inadequacy If the attorney general brings le-
That statute provides "No rate to overturn the Supreme Court It's also unclear whether the gal action against Mid-Continent

Oct 6 Sep 24 shall be held to be inadequate decision, said Mr Derryberry, the State Insurance Fund, which or other Oklahoma insurers that
unless (1) such rate is unreasonably NCCI's outside counsel observers say is exempted from the use consent-to-rate agreements,

Oct 13 Oct 1 low for the insurance provided and The NCCI's law committee, high court ruling because it is not Mr Inhofe said he could make no
(2) the continued use of such rate attorneys for its six largest insurer obliged by law to file its rates with other decision than to stop writ-

Oct 20 Oct 7 endangers the solvency of the members and Mr Derryberry were the state, will refund any premium ing in the state
insurer using the same, or unless scheduled to meet late last week to to policyholders "I could not gamble the com-

Oct 27 Oct 15 (3) such rate is unreasonably low determine what action to take "We really don't know at this pam/s surplus," he said .

for the insurance provided and the Some observers say the decision
Nov 3 Oct 22 use of such rate by the insurer could lead to the withdrawal from /

using same, has, or if continued Oklahoma of commercial workers f 0
Nov 10 Oct 28 will have, the effect of destroying compensation insurers

competition or creating a monop- "That's the speculation," said msurance services guide
Nov 17 Nov 5 oly - Bert Marshall, general counsel of

Justice Opala said this provi- the Oklahoma Insurance Depart-
Nov 24 Nov 11 sion's basic standards must be read ment, which now oversees the Rat-

MBAin the disjunctive and that it pre- ing Board following a reorganiza- SELF AOMINISTEREO MEDICAL STOP LOSS RISK MANAGEMENT SERVICES. INC

Dec 1 Nov 18 scribes two distinct measurements, tion of state government earlier MEOICAL SELF FUNDING THE CONSULTANTS
either of which must be used to this summer ASO CONSULTING AND SERVICES AVAILABLE Audits-Management-Problem Solving

Dec 8 Nov 25 determine whether rates are inade- Others note the decision could Larry Sullivan, JD
(BROKER INQUIRIES INVITED) Dick Wellner CPCU CLU

quate apply to all types of property/ Bill Dempsey, ARM

Dec 15 Dec 3 "Hence, a conclusion that rates casualty insurance rates, not Just THE CBI GROUP 135 Wood Road. Bralntree. MA 02184

are inadequate necessarily depends workers compensation rates 100 S PROSPECT PARK RIDGE IL 60068 617-848-8946 14004454999

13121698 1090 FAX 617-849·0327 Imass onlyl
Dec 22 Dec 9 upon a finding that (1) rates are "We believe it is rather encom-

unreasonably low-a factor com- passing and more than likely
Dec 29 Dec 16 mon to both gauges, and (2) either will encompass all (property/ HUG ENGINEERING CO. ENVIRONMENTAL CLAIM AUDITS

the use of the rates endangers casualty) rates," said J Angela Since 1924 &
RISK ASSESSMENTSinsurer solvency or the rates do, or Ables, the Rating Board's outside Consulting Services

will, adversely affect competition attorney related to causes ACTUARIAL CONSULTING

. business or create a monopoly," he said The statute cited by the Supreme and consequences of failures Financial Evaluation of Environmental Losses
In addition, Justice Opala noted Court is nearly identical in lan- Texas WATS 1-800-442-0814

msurance that the statute requires the Rat- guage to statutes applying to other Louisiana WATS 1-800-631-5192 TILLER CONSUITING GROUP INC
ing Board to consider various other lines of property/casualty insur- U S WATS 1-800-527-0168 509·8 Goldenrod Ave / Corona del Mar, CA 92625 714/437089

factors in making such a determi- ance, she explained

New York: (212)210-0133 nation, including past and pros- "I will advise the board that it For advertising information in the INSURANCE SERVICES GUIDE
Chicago: (312)649-5275 pective loss experience within and applies to all rates," she said, Contact· Margaret H,kido, 740 Rush Street, Chicago, Illinois 60611

Los Angeles· (213)651-3710 outside the state, dividends and adding that "it's going to change Telephone (312) 649-5340
premium deposits, investment the way the NCCI and insurers
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Insurance stocks "I like to see management in on apiece of

Continued from page 1 Portfolio tracks analysts' touts the action," Ms Vogel says, because it gives
11 a "personal stake" in the company's

surance policy to avoid further contributions results

to medical malpractice loss reserves: which Bustnesf Insurance is tracking the rec- • 37 shares of Chubb Corp stock at Mr. Frinquelh also recommends CNA, par-
the company ludged to be inadequate to ommendations of insurance industry $72 125 each, or a total investment of licularly because of its "remarkably strong
I meet future claims (BI, Jan 20) stock analysts by creating the BI Model $2,668 63 balance sheet "

"They positioned themselves in those lines Portfolio of commercial property/ • 33 shares of General Reinsurance
With other insurers struggling to maintain

of business, such as directors and officers casualty stocks Corp at $61 875 each, or $2,041 88 a 25-1 or 3-1 premium-to-surplus ratio,
liability insurance, where the price increases The hypothetical Model Portfolio, • 15 shares of American International

CNA 15 intent on maintaining a 2-1 ratio, he
are very large" and which many other com- based on "buy" recommendations from a Group Inc at $134 25 each, or $2,013 75 says

panies have not re-entered, says Mr Wein- half-dozen analysts, periodically will be • 28 shares of Fireman's Fund Corp at In addition, Mr. Frinquelli says CNA's
hoff compared with another hypothetical $38 125 each, or $1,067 50 reserve position is "extremely strong 'He noted that the strategy could mean  Portfolio that was randomly selected by 0 15 shares of USF&G Corp at $40 First Boston's Mr Seifer touts American

profits for Chubb for some time Businegs Insurance by picking names of each, or $600 General, predicting annual earnings growth
Chubb has a "fabulous underwriting rec- stock property/casualty companies and • Seven shares of Ohio Casualty Corp of close to 20% through 1988

ord," adds June I Hoffer, an analyst with numbers of shares out of a hat at $81 each, or $567 Mr Seifer also likes Aetna, which he says
Prudential/Bache Securities m New York Both the Model Portfolio and Random • 13 shares of American General Corp 'has a very good primary property/casualty

, City Portfolio were begun with an imaginary at $41 625 each, or $541 13 operation as well as a reinsurance opera-
In addition to its commercial insurance $10,000 in seed money • Eight shares of CNA Financial Corp bon "

These two portfolios will be reviewed at $55 50 each, or $444business, Chubb's personal lines book of While he anticipates Aetna's group health
business is also "very favorable," according periodically to gauge their performance Altogether, the purchases cost insurance-related earnings will decline

The Model Portfolio occasionally will be $9,943 89 The remaining $5611 will beto Mr. Stradtner 'from what we consider peak 1985 earn-
"We think it's got one of the best manage- I restructured to match analysts' changing invested in an imaginary money market ings," its direct and reinsurance property/

 ments in the industry," he added
recommendations The Random Portfolio fund casualty operations will "more than make up

Further, Mr Stradtner said he was "very will remain the same to judge the long- Five property/casualty stocks were the slack "

 pleased" with Chubb's second-quarter per- term performance of the random picks randomly selected for the Random Port- He estimates Aetna will post earnings per
While commissions were not deducted folioformance, citing its 98 0% combined loss and share of $5 20 in 1986, $6.70 in 1987 and

for these initial picks, the Model Portfolio • 40 shares of CIGNA Corp at $62 50expense ratio $8 75 m 1988, so it's still got a long way to
"The second-quarter results back up the I will have to pay commission on any sub- each, or a total investment of $2,500

fact they're already profitable," says Ms sequent trades • 40 shares of CNA Financial Corp at USF&G was recommended by Ms. Vogel
Vogel Business Insurance does not recom- $55 50 each, or $2,220 'A lot of the cloud that was hanging over

In addition to having good leverage, mend any of the stocks in either portfolio • 35 shares of Aetna Life & Casualty them in regards to their investment income is
1 Chubb's stock is "attractively pneed," Ms BI editors and reporters do not investin Co at $60 50 each, or $2,117 50 really behind them at this point," she says,
Vogel noted Chubb was trading at around insurance industry stocks Readers should • 40 shares of Continental Corp at noting the company has become more con-
$72 a share last week. consult d licensed stockbroker or invest- $46 625 each, or $1,865 servative in its investment policy after res-

Also evoking favorable comments from ment adviser before making any invest- • 40 shares of The Home Group Inc at tating its earnings (B/, April 14)
I stock analysts was American International ment $23 75 each, or $950 Ms Vogel also says the new tax law will

Group Based on analysts' recommendations, Altogether, these purchases cost make dividend income more desirable, and

AIG 15 a "prime beneficiary of all that's eight stocks were selected for the Model $9,652 50 The remaining $347 50 will USF&G's 6% yield "may make it more
going on vis-a-vis significant rate increases" Portfolio Prices shown are those at the also be invested in a fictional money mar- attractive m the future."

end of trading on July 25 ketfund
in hard-to-place lines, says A Michael Frin- Ms Vogel also likes Ohio Casualty, noting
quelli, an analyst at Salomon Bros Inc m that she anticipates its combined ratio will
New York be better than the industry's aggregate in the

Not only does AIG benefit from its large are the most dramatic," Mr Weinhoff Mr Byrne "hopefully" will do the same future.
participation in the excess/surplus lines explains, adding that Gen Re also will bene with Fireman's Fund, "only it will be a long- One stock, Continental Corp, is on both
market, where large rate mereases are wide- fit from the fact that "it'11 be a number of term situation," Mr Frinquelli adds ' buy" and "sell" lists
spread, but it also has one of the Industry's years beforo we see any sigmheant capacity Fireman's Fund had an "improving" see- Mr Frinquelli recommends Continental,

1 largest foreign exchange exposures at a time in the rewsurance area " ond quarter, says Mr Seifer rioting that it is a traditional company that
when the dollar is weakening, according to Gen Re ts "one of the few pure players in He added "We }ust think they are one of will benefit from increasing rates
Ms Hoffer the reinsurance business," witi excellent the better-reserved companies " In addition, he points to a relatively new

AIG will generate an estimated $850 of underwnting results and return vn equity, Fireman's Fund reported consolidated management team-put into place in
earnings per share in 1986, but will post according to Prudential/Bache analyst Ms operating earnings of $40 million dunng the 1982-that has embarked on a lengthy pro-

' close to $20 in earnings per share by 1990, Hoffer second quarter, compared with an $84 mil- gram of repositioning how the insurer mar-
predicts First Boston's Mr Seifer. It is "the Tiffany of the reinsurance busi- hon operating loss for the comparable period kets its msurance products

Mr Seifer predicts above-average growth ness," which gives it an "unusually strong a year ago If the program works, he says, it will posi-
for General Re as well competitive position," says Salomon Bros.' Based on estimated earnings per share of tion Contmental ahead of other insurers

The reinsurer, which Mr Se:fer estimates Mr Frinquelli $2 50 this year, $4 in 1987 and $6 m 1988, If it does not, the company will still benefit
will earn $3 25 per share this year, will boost Both Mr Frinquelli and Mr Seifer are First Boston believes that Fireman's Fund, from rate increases
its earnings to an estimated $10 a share by touting Fireman's Fund as well whose stock is now selling in the high 305, But Shearson/Lehman's Mr. Weinhoff has

1990, he says Mr Frmquelli noted that American "hasalongwaytogo,"Mr Selfersays put Continental on his "sell" list "The rea-
The stock is "very much undervalued," Express Corp "would not let loose a crip- Ms Vogel says she has recommended Fire- son is that each of the company's segments

adds Mr Seifer pie," referring to the spinoff of Fireman's man's Fund for some time "It's gotten a lot enderperforms in its market," he says, not-
"I think they're the premier reinsurer in Fund by Amex last year (Bl, Oct 28, 1985) of its problems behind it, and I like the man- ing that Continental stock has underper-

the United States," says Shearson Lehman's He also points to John J. Byrne, Fireman's agement team" formed as well
.Mr Weinhoff, whose "buy" list includes Gen Fund's chairman and chief executive officer, She also cites as positive influences the We contmue to see it underperform," he

Re who is credited with turning around the for- company's employee stock ownership plan says, adding that a turnaround will "take
"Price increases in the reinsurance area tunes of GEICO Corp and Mr Byrne's holdings m the company longer than people think " .
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Se,bels Bruce Group Inc OTC 1675 -8.2 00 080 48 17.75 16 25* 33.9 remained unchanged during the trading period.
Insurers Select,ve Ins Group lr, 0'( 21.75 6.1 0.0 0 80 3.7 2, A* 20.75 32 9 Stocks that posted the largest losses were:

3*atesmar Group lic 0// 575 00 41.1 0.05 09 5.88 5.75 71.2

Aneco Reinsurance Co. Ltd., down 11.8%; The
Aetne L fe & Cas Co NYSE 6625 -0 4 12.0 264 44 60.50 55 13 1,133 8 Tokie Manne & Fire Ins C© 07£ 499.00 7.0 860 3 0.00 0 0 499 25* 482.00 22 6 Home Group Inc„ down 9.4%; American Indern-
American Gineraa Corp NYSE 39 88 -5 9 12 1 1.12 2 8 42.00 35 58 1,219 1 Tercheark Corp NYSE 30 25 -4.8 .12 2 0.60 2 0 30 25 29 CO 7,1531

Amen Heritage L,fe Invt Co AYSE 4/.30 0 9 15.3 1 32 3 1 42.50 42 00 28 Travelers Corp NYSE 44.25 -6 6 11.2 2.16 4 9 46.75 44 25* 3.560 1 nity F,nardal Corp., down 8.9%; and Washing-
American Indty Fint CorD OTC lam -2.9 00 1.12 6-2 19.50 17.50* 29,4 Trenwick Group inc OTC 21 SO -4.5 0 0 0-00 00 22.75 21.50* 197.3

American Intl Group Inc NYSE 134.38 1.2 25.0 0.44 0 3 134.38 131.00 654.7 Unitei Fire & Cas t© OTC 26.00 -1 9 20 6 0.80 31 26.00 26.00 62.1 ton National Corp., down 8.5%. Stocks that
posted the largest gains were: Tokio Marine &

Aneco Reins Lto OTC 188 -11.8 00 OGO OC 2.13 1.88 10 6 United States Fid & Gty Ce NvSE 38.88 0.0 0.0 2.32 6.0 40.00 38.88 736 3

Avemco Corp NYSE 28.50 0.9 15.0 0.50 1 8 28.88 2,.25 11 7 Uslife Corp NYSE 42.33 -2 3 11 1 1.12 2.6 43.00 42 00 162.5 Fire Insurance Ltd., up 7.0%; Selective Insur-
Business Mens Assurn Co Amer OTC 27 50 0.0 16.6 1.10 4.0 28.00 27.50 69.7 Washington Natl Core NYSE 2963 -8 5 13.1 105 36 31.50 29 25 48 3

Chubb Corp NYSE 70 SO 2.4 52 6 1 56 2 2 72.13 69 00 580.9 Zemth Natl Ins Corp OTC 25.50 0.0 127.5 0.80 3 1 25.75 25.50 123.8
ance Group Inc., up 6.1%; Kemper Corp., up

Combined Intl Corp NYSE 54.75 -2.2 11 0 2.24 4.1 55.50 54.75 221 5 41%; and Frank B. Hall & Co. inc., up 3.5%. The
INSURANCE COMPANIES AVERATI 91 2.1 8/ index's 1.6% average drop reflects a similar

system des,gn Airmar Informat,on Systems retreat in NYSE composite, which fell 1.196.
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