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Flex cap protests
flood Capitol Hill

By JERRY GEISEL

WASHINGTON-Employers and consultants are bombarding
congressmen and Capitol Hill staffers with protest letters in an
11th-hour campaign to kill or amend a provision in a House-passed
budget reconciliation bill that could cripple flexible benefit plans.

Under that provision, a $500 annual cap-effective Jan. 1-would
be placed on the amount of pretax salary that employees in flexible
benefit or cafeteria plans could contribute toward uncovered bene-
fit expenses.

In addition, employees covered by flexible benefit plans that offer
a choice between non-taxable benefits and cash would be taxed on

the amount of cash they could possibly receive from the plan over a
$500 threshold, even if they reject the cash and select additional
tax-free benefits (BI, Nov. 9).

The fate of the $500 flexible benefit plan cap is likely to be de-
cided this month when a congressional conference committee meets
to iron out differences between the House-approved budget bill and
the budget legislation that is expected to be passed soon by the
Senate.

The Senate is not expected to include a restriction on flexible
jbinefit plans in its budget legislation package. That will set the
' riAge for a battle over the $500 flexible benefit plan cap when

*House and Senate members of the conference committee try to rec-
oncile differences in the two bills and draft a new, uniform legisla-
tive package for final congressional approval.

At this point, few experts are willing to predict the fate of the
$500 flexible benefit plan limit, which is supposed to raise $4.1
billion in revenues over the next three years.

"It's too close to call at this point," said Ken Feltman, executive
director of the Employers Council on Flexible Compensation, a
Washington-based trade group representing employers that have or
are interested in flexible benefit plans.

But to try to influence the outcome of the debate, hundreds of
Continued on page 57

Update-
Hall, Mutual of Omaha settle

reinsurance suit for $20 million
BRIARCLIFF MANOR, N.Y.-Frank

B. Hall & Co. Inc., the nation's fifth-lar-
gest insurance brokerage, late last week
settled for $20 million a lawsuit seeking
$150 million from Hall and two of its
subsidiaries.

The suit, filed in April 1986, involved
reinsurance programs for The Omaha
Indemnity Co., a unit of Mutual of
Omaha Insurance Co., arranged by
Frank B. Hall Re of New York Inc. and

Frank B. Hall (Underwriting Managers)
Continued on next page

Mounting claims spark
suit against EIL facility

By CAROLYN ALDRED

LONDON-Faced with rapidly mounting claims, re-
trocessionaires of a formerly premier Londdn-based
environmental impairment liability reinsurance facil-
ity are suing the facility's organizer and lead un-
derwriter for damages.

EIL insurance policies reinsured by the 15-member
facility-known as ERAS-already have produced
more than $70 million in claims on the program's pri-
mary layer alone, while the premiums collected by
the facility total less than $40 million.

Paris-based Societe Commerciale de Reassurance,
the facility's lead reinsurer for the primary layer, and
Lloyd's of London broker Clarkson Puckle Ltd. are
named in one suit filed in London's High Court last
month by seven retrocessionaires of SCOR. Clarkson
Puckle's subsidiary, Envir6nmental Risk Assessment
Service (International) Ltd., set up ERAS in 1976
to provide reinsurance for EIL insurance written in the
United States.

Charging SCOR and Clarkson Puckle with misrepre-
sentation, the retrocessionaires are seeking unspeci-
fied damages for breach of contract and negligence.
However, the writ does detail the nature of the alleged
misrepresentations or negligence.

In addition, other SCOR retrocessionaires, as well as
underwriters that participated on the facility's excess
layers, are suing Clarkson Puckle for misrepresen-
tation and breach of duty.

Among the plaintiffs in various lawsuits are: Robin
A.G. Jackson, underwriter for Lloyd's syndicate 799,
managed by Merrett Underwriting Agency Manage-
ment Ltd.; other Lloyd's syndicates; St. Katherine In-
surance Co. P.L.C. of London; CNA Reinsurance of
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London Ltd. of London; Zurich Reinsurance Co. of
Tarrytown, N.Y.; Bavarian Reinsurance Co. of Munich,
West Germany; Hannover Reinsurance Co. of Han-
nover, West Germany; Forsakrings A.B. Skandia of
Stockholm, Sweden; Skandia International Insurance
Corp. of Stockholm; Insurance Co. of North America
(UK) Ltd. of London; and the People's Insurance Com-
pany of China.

Meanwhile, the U.S. insurers that fronted the poli-
cies reinsured by the pool are paying policyholder
claims they consider valid. In turn, the insurers are
recovering their losses from SCOR.

However, the fronting insurers in some cases are
fighting liability for claims under the EIL policies. The
coverage disputes represent "substantial" litigation in
U.S. courts with policyholders, said Julius Denenberg,

Continued on page 50

Despite reinsurance exclusions

London marine market renews liability covers
By CAROLYN ALDRED

LONDON-Major U.S. energy companies
expect to keep their broad, high-limit liabil-
ity coverage in the London marine market
despite new reinsurance policy exclusions
imposed on marine underwriters.

Many London marine underwriters, hun-
gry for premium income, are willing to write
the energy companies' liability risks even
though their excess-of-loss reinsurance trea-
ties won't cover the risks:

However, some marine underwriters may
be Yinaware that their reinsurers will not

;p0631' them, some reinsurers say.
Marine excess-of-loss underwriters in

March introduced a non-marine liability ex-
clusion clause that excludes product liability
insurance, unless it is written on a claims-
made basis; D&0 insurance; professional in-
demnity and errors and omissions coverage;
and liabilities under the Securities Exchange
Act (BI, March 30).

Nonetheless, brokers and marine market
sources say the marine underwriters at
Lloyd's of London and in the company mar-

The London marine market

is prepared to write
liability risks on extremely
broad terms to maintain

premiums, says lan Agnew.

ket are willing to renew the energy com-
panies' broad package policies including
these risks, written partially on an occur-
renee basis for lower layers and partially on
a claims-made basis for higher layers.

Furthermore, the premiums quoted for the
liability coverage are about the same as pre-
miums charged last
year when the marine 1
market had reinsur-

ance protection for the
policies, sources say.

Some energy com-
panies are even hoping
for broader coverage,
including more cover-
age written on an oc-
currence basis for a
product liability and
sudden and accidental pollution risks.

The reason: The London marine market "is

much softer than last year and is prepared to
write business on extremely broad and dan-
gerous terms to maintain premium income
volume," said Lloyd's marine underwriter
Ian Agnew, who refuses to write U.S. liabil-

New A&A edict orders staff

to use Howden in London

Page 2

ity business on an occurrence basis.
S6me of the world's largest oil companies

currently renewing their liability insurance
in the marine market include Mobil Corp. of
New York; Texaco Inc. of White Plains, N.Y.;
Phillips Petroleum Co. of Bartlesville, Okla.;
Shell Oil Co. of Houston; and British Petro-

leum Co. P.L.C. of

London, Business In-
surance has learned.

Although such poli-
cies have been written

in the London marine

market for many years,
this is the first renewal

since the excess-of-loss

exclusion clause was

- introduced, forcing the
underwriters to write

much of the liability business on a net line
basis.

The amount of liability business continu-
ing to be written by marine syndicates is
very controversial at Lloyd's.

Marine underwriters allegedly providing
their capacity for liability risks, particularly

NCCI may ask double-digit hike
in workers compensation rates

Page 3

on an occurrence basis, would not return
phone calls. Among them are Peter Chandler
of syndicate 115, which is managed by Meth-
uen (Lloyd's Underwriting Agents) Ltd., and
Chris Rome of Syndicate 662, which is man-
aged by C.W. Rome (Underwriting Agency)
Ltd.

"Product liability is being placed on an
occurrence basis, as are punitive damages
and pollution cover, in the marine market
only for large accounts buying limits in ex-
cess of about $150 million," said one broker.

When "a client is prepared to pay large
sums of money, the market is prepared to
give wider coverage," said another broker.

Mobil's worldwide insurance coverage is
being brokered in the London market by
Lloyd's broker Sedgwick P.L.C., confirmed a
broker from Sedgwick.

Sedgwick refused to comment onpolicy
details.

The policy, which has a Jan. 1, 1988, re-
newal date, will give Mobil up to $100 mil-
lion in coverage on an occurrence basis for
liability risks, including product liability

Continued on page 65

New Lloyd's chief Lawrence
vows to p,omote marketplace
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Update

Damage claims unpaid
Hall settles reinsurance lawsuit
Continued from previous page
Ltd (BI, March 23) Also involved in the reinsurance transactions
was Hall's subsidiary Union Indemnity Insurance Co, which was 10 yea rs after flooding
placed into liquidation by the New York Insurance Department in
July 1985 (BI, July 22, 1985) By MARK A. HOFMANN commercial insurers Most of the rest of the property

Under the settlement, Hall will pay Omaha Indemnity $14 6 mil- insurance for commercial property was written by the
lion, $46 million immediately and the balance in two annual pay- JOHNSTOWN, Pa -More than 10 years after John- National Flood Insurance Assn, the predecessor of
ments of $5 million, pursuant to a secured note Also, a Hall stown was devastated by floodwaters triggered when the National Flood Insurance Program
insurer will pay Omaha Indemnity $54 million immediately Nei- two dams burst and a stream overflowed during a tor- The state, which is one of the defendants named in
ther Hall nor Mutual of Omaha would disclose the insurer's name rential rainstorm, not a dime has been paid to plain- many of the lawsuits, has two funds that may respond

The settlement will not adversely affect Hall's fourth-quarter re- tiffs seeking hundreds of million of dollars in dam- to liability claims, but each of the funds may pay out
sults because "sufficient reserves were recorded for this litigation ages only $1 million per occurrence under state law And a
in the third quarter of this year," a Hall spokesman said In the largest negligence litigation in the state's his- court still must determine whether those funds can

The suit charged, among other things, breach of fiduciary duties, tory, hundreds of plaintiffs in 31 cases are suing 21 legally respond to claims
breach of reinsurance contracts and negligence by Hall and/or defendants, including two state agencies and their em- Another ma}or defendant, Bethlehem Steel 640
its subsidiaries ployees and officials, two local water authorities, the was self-insured

"The settlement is another important step in getting Hall's prob- engineering consultant for one of the authorities and Two other major defendants, the Greater Johnstown
lems behind us and restoring the company to ltS rightful place as the original owner of one of the dams Water Authority, which owned one of the dams, and
one of the world's premier insurance brokers Everything that our In addition, plaintiffs have filed 45 wrongful death Gannett, Fleming, Corrdry & Carpenter Corp , the au-
chairman, Saul Steinberg, has predicted is coming true," said Peter suits against many of the same defendants thority's engineer, had commercial insurance that falls .
T Pruitt, president and chief operating officer of Hall Court papers regarding the flood now fill more than far short of potential liability

three large file cabinets at the Cambria County Com- Under Pennsylvania law, defendants can be held

Bill increases insurer reporting mon Pleas Court in Ebensburg, Pa, employees say jointly and severally liable for damages

The combined liability of the defendants may exceed Compounding the problems of a snarl of lawsuits
WASHINGTON-Employers that self-insure, risk retention $400 million, including potential liability for wrongful and insurance issues, Judge H Clifton MeWilliams Jrg

groups and commercial property/casualty insurers would be re- deaths, according to Donald P Minahan, the Pitts- president }udge of the Cambria County Common Pleas
quired to submit financial and Claims information to the federal burgh-based chief deputy attorney general for the Court, who has overseen the entire case, lS required
government under a bill introduced last week by House Small Busi- Western region of Pennsylvania Commercial prop- under state law to retire next spring when he turns
ness Committee Chairman John LaFalce, D-N Y erty damage may amount to only a fraction of those 70, the state's mandatory retirement age

The legislation is the first attempt to require self-insuring em- estimates Despite the passage of more than a decade since the
ployers to submit loss data to the government There is only about $42 5 million of insurance to re- tragedy, not so much as a trial date for a single

The bill, H R 3688, lists more than seven pages of the type of spond to the estimated $100 million to $200 million suit has been set, and attempts to settle some of the
information to be submitted to the U S Small Business Adminis- of property damage, according to the American Insur- suits out of court have failed
tration The data required includes premium and claims informa- ance Assn Of the coverage, 10% was written for com- Except for the appeal by plaintiffs of an August 1985
tion, and verdicts, damages awarded by category and settlements mercial property, $1 5 million of which was merchan- ruling by Judge MeWilliams that denied a motion to

Insurers would have to submit information on actual loss adjust- dise-in-transit inland marine insurance written by Continued on page 17
ment expenses allocated separately into fees or salaries paid to
claims adjusters, fees paid to investigators, travel and other ex-
penses, and legal fees, including fees paid to defense counsel and
expert witnesses and discovery costs New A&A edict orders staff

"The basic purpose of the legislation is to obtain the necessary
information to assist in determining whether there is any relation-
ship between liability insurance cost and the civil ]ustice system,"
said Rep LaFalce to use Howden in London
Insurer operating income up By LINDA J. COLLINS business with another Lloyd's brokerage without re-

ceiving prior approval, "the income credit to the pro-
NEW YORK-The domestic property and casualty insurance in- NEW YORK-Alexander & Alexander Inc will soon ducer, office and region will be reduced by a minimum

dustry posted $9 8 billion in pretax operating income in the first require that all business it places with London un- of 33% With the capabilities that Howden possess,
nine months of 1986, a 172 2% increase from the $3 6 billion re- derwriters be handled by ltS Lloyd's of London bro- we should be able to have a minimum of 95% Monr,
ported for 1986's first nine months, according to the Insurance kerage subsidiary, Alexander Howden Ltd London-placed business with AHL by year-end 1985 "
Services Office and the National Assn of Independent Insurers A&A lS the first U S broker with a large London Currently about 55% of the business A&A places

Aftertax net income, however, increased only a 234% to $11 3 brokerage affiliate to issue a formal and strict edict in London lS handled by Howden
billion from $9 1 billion that its business be placed with its affiliate Mr White said in an interview that he anticipates

The combined ratio for the first nine months was 104 2%, com- In an internal memo issued last month, Michael K other worldwide brokerages may follow A&A's lead in
pared with a 108% combined ratio for the comparable period in White, president and chief executive officer of A&A consolidating their London accounts with their Lloyd's
1986 The pretax underwriting loss totaled $7 3 billion, an improve- Inc, Alexander & Alexander Services Inc 's domestic brokerage affiliates He said he suspects that if other
ment from a $12 4 billion underwnting loss in 1986's first three brokerage arm, instructed "effective with policies U S brokerages with London brokerage subsidiaries
quarters Net investment income totaled $17 3 billion, up 7 9% from written on or after Dec 31, 1987, the following corpo- have not issued a formal directive like A&A, at least
$16 1 billion in the comparable period m 1986 rate policy is applicable All new business opportuni- some have informal understandings

Net written premiums grew 9 8% to $144 9 billion from $132 ties on London-type business will be submitted only to No other leading U S broker has iss .ed such a di-
billion for the comparable period in 1986 Alexander Howden Ltd " rective, but several have consolidated their accounts

At Sept 30, the Industry's policyholder surplus had increased Furthermore, "All renewal London business will be with their affiliate
25 3% to $110 billion from $87 8 billion However, the insurance placed with AHL unless an exception is specifically According to John T Sinnott, executive vp of Marsh
industry iS estimated to have lost $10 billion to $12 billion in sur- made by (a) regional director Requests for exceptions & McLennan Cos Inc m New York, M&M "has never
plus in the recent stock market dive should be submitted to the regional director a mini- come out with such a mandate, because we have not

mum of 45 days in advance of a submission in the Lon- found lt necessary to do so Without a mandate,

Kemper proposes auto mutual don market," Mr White added about 90% of our placements in London are through"
The memo explained that if A&A producers place Continued on page 60

BOSTON-The Massachusetts Insurance Department lS consid-
ering a proposal by Kemper Group to transfer its unprofitable auto inside
insurance business in the state to a non-profit mutual company
specifically designed for the purpose 80 Consumers are entitled to know the names of insur- Departments

Kemper is "cautiously optimistic" that the department will agree ance companies that regulators have identified for the
to the terms of ltS 400-page proposal, said Gerald L Maatman, highest priority in the surveillance process, says this
president of Kemper's four national property & casualty insurance

A.R.M. exercises 37

week's ed,tonal, noting the release of previously confi- Around the states 22
companies Commissioner Roger Singer had told Mr Maatman that dent,al information compiled by the National Assn of In- Ask a benefit actuary 17
the department would decide within the next two months The com- surance Commissioners PAGE 8 Classifieds G9

missioner could not be reached for comment

The unprecedented move would cost Long Grove, Ill -based Comings & goings: buyers . . .................49

V Sen Edward Kennedy,s com,ng up short in his dnve Comings & goings: industry .................................... 14Kemper $100 million, but it could improve the insurer's nationwide to win more business support for his legislation to require
private passenger auto combined ratio by an estimated 5 points,

Datebook ................................................................56

all employers to provide employees with health Insur-
said Mr Maatman Kemper, the state's third-largest auto insurer,

Financial briefs ...........................................................46
ance, a new survey indicates PAGE 26

lost $31 4 million on its Massachusetts auto business last year and
info ..............................................................................42'

expects to lose $37 1 million in 1987 Insurance services guide .........................................6&
7 Employers will be searching for more health care

The state's assigned risk auto insurance pool mandates participa-
International issues ..................................................38™,4 '

cost-containment strategies as medical care costs are Legal briefstion of Insurers that write business in the state Fireman's Fund expected to continue nsing in 1988, according to em- Letters
Insurance Cos was allowed to withdraw from the pool and from the ployee benefit consultants PAGE 27 London q9

Massachusetts insurance market last month in return for a one-

time $45 million payment to the pool (BI, Nov 23)
Markets ..............................................................39

7 In Australia, execut,ves are saying goodbye to some Opinions
Unlike the Fireman's Fund settlement, the Kemper strategy

8

benefits and 'g'day' to pensions, explains Jerome Karter, Perspectives
would permit the insurer to continue writing all other lines of in-

97

senior vp of Johnson & Higgins' New York international
surance in the state

Products & services ................................................ 53

Department, in International Issues PAGE 38
Continued on page 65 Risk retention roundup ...........................................43

Ticker 47

Errors & omissions /0 U S nsks represented the largest growth In Lon- Washington 94
don's non-manne re, nsurance market last year. accord- Worldwide -....... -................- -.. 23
ing to the Re,nsurance Offices Assn. PAGE 44

• While the chart reporting insurers' nine-month results (BI, Nov
Vol 21, No 49-Bus/ness /nsurance (ISSN 00074864) is published weekly

30) was correct, American International Group Inc was inadver- 80 Outpatient surgery and pre-admission certification at 740 N Rush St, Chicago. 111 60611-2590 Second-class postage Is paid
tently omitted in the portion of the accompanying article naming were rated by benefit managers as the most effective at Chicago, 111, and at additional mailing offices Postmaster Send address

insurers with underwriting profits AIG reported an underwriting health care cost control measures, a recent survey
changes to Business /nsurance, Circulation department, 965 E JeHerson

profit for the first nine months, not Continental Corp, as the article Ave, Detroit, Mich 48207, BOO-992-9970 or 313-446-1611 Copynght 1987
shows PAGE 48 by Crain Communications Inc

mistakenly said
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By DOUGLAS McLEOD

Lawrence elected Lloyd's chairman

11 11,

Mr. Lawrence

By STACY SHAPIRO

LONDON-Lloyd's of London chairman-
elect Walter Nicholas Murray Lawrence,
known to everyone as Murray, plans to im-
prove Lloyd's services and systems and pro-
mote Lloyd's as a marketplace during his
tenure as the head of the world's oldest in-
surance institute.

Mr. Lawrence, 52, senior partner with
Lloyd's fourth-largest underwriting agency,
Murray Lawrence & Partners, was unani-
mously elected by the new Lloyd's Council
last week to succeed Peter Miller as chair-
man on Jan. 1.

The council also appointed David Co-
leridge, chairman of Sturge Holdings P.L.C.,
Lloyd's largest underwriting agency, to se-
nior deputy chairman and re-appointed Alan
Parry, non-executive chairman of Johnson &
Higgins Ltd., as junior deputy chairman, a

position he has held since the beginning of
this year.

Mr. Miller, who served as chairman since
1984, decided not to seek another ternn as
chairman in the annual election, although he
will serve for another year on the coun-
Cil.

Mr. Lawrence also has other plans as
chairman of Lloyd's:

• To continue implementing the recom-
mendations set out by a government com-
mittee led by Sir Patrick Neill to improve
Lloyd's self-regulation process. So far, 30 of
the 70 Neill recommendations have been im-

plemented and 20 are under consideration
(BI, Jan. 26).

• To complete the "last major plank" of
Lloyd's regulatory reform: broker regulation
and reregistration. A consultative document
has been distributed to the Lloyd's market
for discussion before the Council approves

Jet losses won't hit rates
By CAROLYN ALDRED the Indian Ocean on Nov. 28 with 160 The rest of the coverage was placed

passengers and 19 crew members on worldwide by National Aviation Insur-
LONDON-Airlines due to renew board after the captain reported smoke ance Brokers of Johannesburg, South

their hull and liability insurance during in the cockpit. Africa.
the next few months will still be able to There were no survivors, and the The lead aviation underwriter at
negotiate significant rate reductions cause of the disaster is still under in- Lloyd's is Barry Coleman, underwriter
despite the death of more than 260 peo- vestigation. for syndicate 648, managed by Welling-
ple in two recent air crashes, London South African Airways, which has ton Underwriting Agencies Ltd.

-underwriters and brokers say. not had a major accident since April SAA renewed its fleet insurance Oct.
Last month's loss of a South African 1968, has $750 million in liability in- 1 with "significant" premium reduc-

Airways Boeing 747 and a Korean Air surance and maximum hull insurance tions of about 40% for hull cover and
Lines Boeing 707, which probably will limits of $120 million, according to 10% for liability, London sources say.
cost London insurers more than $100 London sources. The hull had an in- Mr. Davies confirmed that SAA "did
million, will have no effect on rates sured value of $86 million. attract a market reduction in line with
being quoted in the London market, About 55% of SAA's hull and lia- the current trends" but would not spec-
sources say. Indeed, most underwriters bility insurance was placed in the Lon- ify how much.
expect aviation rates to continue to fall don market by Lloyd's of London bro- Mr. Coleman refused to comment on
until next April. ker Willis Faber P.L.C., confirmed the policy.

The South African jet plunged into Michael Davies, a Willis Faber director. Continued on page 52

Bel-Aire settles with regulator
JEFFERSON CITY, Mo.-The Missouri Insurance Division

is dropping numerous charges against Bel-Aire Insurance Co.
under a settlement announced Friday.

Lawyers for the Insurance Division and Bel-Aire earlier
had requested an indefinite continuance of a scheduled Dec.
3 hearing on the possible suspension or revocation of Bel-
Aire's certificate of authority, saying that a settlement was
"imminent" (BI, Nov. 30).

Insurance Director Lewis R. Crist last week refused to

allow the delay, scheduling a new hearing for Dec. 17. How-
ever, the settlement was reached Friday morning.

Under the settlement, Bel-Aire-which specializes in writ-
ing insurance for purchasing groups organized under the fed-
eral Risk Retention Act-will renegotiate a reinsurance
treaty with Independence Insurance Co. Ltd. of Bermuda to
"assure the policyholders of the security needed by such re-

insurance."

Independence Insurance was formed in Bermuda recently
by Hill Samuel Group P.L.C. of London to underwrite finan-
cial reinsurance contracts, which are used by insurers to
strengthen their balance sheets (BI, March 30). Hill Sa-
muel, which also owns Lloyd's of London broker Lowndes
Lambert Group Ltd., was acquired last month by British fi-
nancial conglomerate TSB Group P.L.C. (see story, page 33).

Risk Retention Service Corp., which had managed Bel-Aire
under contract, will become a wholly owned subsidiary of
Bel-Aire under the settlement, which further provides that
the insurer file quarterly financial reports with the Missouri
Insurance Division until further notice.

In a press release, Mr. Crist expressed appreciation to state
Rep. Dewey Crump, D-Maryland Heights, a member of the
Bel-Aire board, "and the rest of the board of directors of
Bel-Aire Insurance Co. for their swift action in remedying

Continued on nezt page
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the final draft of the regulations and ac-
companying code of practice (BI, Nov. 23).

• To travel, because about 80% of Lloyd's
business comes from overseas. Mr. Lawrence
will visit the United States "at least once,"
Australia and New Zealand.

• To celebrate Lloyd's Tercentenary next
year, which "should and will be celebrated."
Lloyd's already has plans for its year-long
celebration of its 300th anniversary, includ-
ing setting up a Tercentenary Foundation to
finance grants for science, technology and
business. Mr. Miller will chair the founda-
tion.

"We have made tremendous headway"
during the last four years since Mr. Miller
was elected chairman in January 1984, Mr.
Lawrence said. "I believe we must now turn

to making certain that our services and sys-
tems are up to standard with our upfront

Continued on page 64
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Big retentions
stunt reinsurer

growth: Execs
By JUDY GREENWALD

Higher retentions by primary insurance companies-
not increased market competition-are continuing to
hack away at reinsurers' premium growth, reinsurance
executives say.

"The premium slowdown is primarily because there
is less reinsurance being purchased, rather than be-
cause prices are coming down," said Norman Wayne,
president of CIGNA Corp.'s reinsurance division.

"Price competition has hardly anything to do with
it," concurred Donald Cole, president of Constitution
State Management Co., a Travelers Corp. unit in Hart-
ford, Conn.

As primary insurers increase their retentions, rein-
Continued on page 66

NCCI may seek double-digit comp hikes
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Proposed work comp rate changes in 1988*
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By MEG FLETCHER

NEW YORK-Employers will face higher
workers compensation insurance costs next
year if states approve double-digit rate hike
requests the National Council on Compensa-
tion Insurance tentatively plans to file.

The NCCI currently estimates that it will
ask state regulators to approve rate in-
creases averaging 11% to 14% nationwide,
said Richard Fein, executive vp of the New
York-based insurer organization that ad-
ministers workers compensation rates in 32
states and provides similar assistance in
about one-half of the remaining states.

If the rate increases are granted, "employ-
ers can expect higher (premium) costs," Mr.
Fein said.

Anticipated rate changes range from a 5%
decrease to more than 30% increases in some
"problem" states. They include:

• Rate decreases of 5% in the District of
Columbia and Maryland.

• Rate increases ranging from none to
10% in Arizona, Colorado, Connecticut, Ha-
waii, Indiana, Kansas, Michigan, Missouri,
Oregon and Utah.

• Increases of 10% to 20% in Alabama,
Florida, Georgia, Idaho, Illinois, Kentucky,

Montana, Nebraska, New Mexico, North
Carolina, South Dakota, Tennessee, Texas
and Wisconsin.

• Increases of 20% to 30% in Alaska, Ar-
kansas, Iowa, Mississippi and Virginia.

• Increases of more than 30% in Louisi-
ana, New Hampshire, Oklahoma, Rhode Is-
land, South Carolina and Maine.

Some insurers have claimed that workers
compensation rates in Maine are inadequate
by more than 200%. However, emergency re-
form legislation has since passed to cut per-
manent partial benefits and streamline op-
eration of the state's workers compensation
system (BI, Nov. 30).

The NCCI currently is calculating the in-
crease it will seek in Maine, but it is ex-
pected to be more than 30%, another NCCI
spokesman says.

Texas was considered a problem state
needing a more than 30% rate increase until
last month when the Texas State Board of
Insurance approved an average 25% increase
in employers' workers compensation rates
beginning Jan. 1.

But while the increase reduced rate inade-

quacy in the state, it did not eliminate it;
Texas still needs between a 20% and 30%

Continued on page 63
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Bel-Aire settles lish, Monaco, Riner & Lockenvitz tract, Mr Monaco said 1914 Regulators fram four states sued a certificate of authority as a
representing Bel-Aire However, Risk Retert cn Service -Florida, Connecticut, Iowa and multiline property/casualty in-

Continued frompremous pcae Missouri statutes provide that Corp has since repa c the loan, Wiscinsin-are challenging the surer Oct 27, a Kentucky Insur-
the company's proolems " stock insurers' capital anc surplus also settling ICA's cla.n to Bel- authenticity of the rulings in a de- ance Department official said

In an administrative coplaint may include loans "safe y secured Aire's stock, according to Alan C claratory judgment action filed by AIIC is owned by American Lex-issued Nov 17, :he lnsuran29 Divi- by col-ateral worth " Gold, a lawyer witt the South ICA A US District Court in Wil- ington Group, a holding company
sion had labeled Bel-Aire": man- The division also alleged that Miami firm of Rassner, Rassner, mington earlier this year newly formed by Mr Johnson and
agement "so incomE etent or un- Bel-Aire was in danger if being Kramer & Gold, representing Bel- Mr. Johnson ccreeded in an in- others
trustworthy ' that firther taken over by Insurance Corp of Aire terview earlier this year that he Mr Johnson also has formed two
operation of the comEany woild be America of Boca Rato, Fla , a Therepaymentofthe loanalsois pure-zased ICA in 1386 from cor- other corporations, American Lex-
"hazardous to :he rsurance buy- change of control that tte dizision expected to settle three counts of a porauons control.ed by Robert Eu- ington Premium Finance Co and
ing public " said would be "contrary to the in- lawsuit against RRSC, Bel-Aire gene Bailes, a convicted felon in- American Purchasing & Risk Re-

The complairt enLmerated sev- terests of Bel-Aire's policyhclders and others filed by =CA in U S dicted in August on fraud charges tention Assn, which will act on
eral charges aga.nst Bel--A i e, in- or the public " District Court in Miarri related to his sale of several alleg- behalf of purchasing groups in
cluding that the irs _lrer, 1 C ensed Mr Blumeyer pledgec Bel-Aire However, ICA and Eel-Aire con- edly bogus insurance companies, placing coverages with AIIC or
by Missouri in May. was st:tutorily stock certificates to seci.re a tinue to press fraud charges including ICA (BI, Aig 24) other insurers, according to Peter
insolvent on he gr)unds that a $400,000 loan from ICA :hal was against each other, each claiming Hawever, Mr Johnson defended M Feaman, an attorney with the
promissory ncte reE reserti -Ig more used to capitalize Bel-Aire, court that the other induced it to enter ICA as a legitimate msurer despite Boca Raton firm of Marchbanks &
than half of its initial capi:al and papers show the loan agreement Mr Eailes' indictment Feaman and vp and general coun-surplus was a non-admitted asset Bel-Aire also entered ntc two ICA and Dyna Span, both headed Meanwhile, a new insurer sel of AIIC

However, the $499,50) Fiomis- contracts with ICA und€r which it by A R Johnson of Boca Raton formed by Mr Johnson and others AIIC may Write coverage for cli-
sory note from Bel-Aire President agreec to underwrite business pro- have been hit with cease and desist rece£tl, received a certificate of ents of Dyna Span that had been
Arthur A Blumeler ZII was collat- duced by Dyna Span Corp of Boca orders or inlunction: in Geveral authirity in Kentucky insured by New England Interna-
eralized with a combination of Raton and to cede reinsLrance to states (BI, June 1, Mak LE, 1986) American InsLrance & Indem- tional Surety Inc of Panama and
U S Treasury r otes, certif cates of ICA, according to court papers ICA claims to operate free from nit, Co, which plar s to insure or for business formerly insured by
deposit and stock, aczorcirgto Ni- The reinsurance agreerrent with state regulation under two court reinsure purchasing and risk re- Bel-Aire, Mr Feaman said, adding
cholas M Monaco, an attorney ICA has been cancele i ani re- decisions allegedly 1SSUeC by a fed- tention groups, has been capital- that each such risk will be indivi-
with the Jefferson Cry firm of Ing- placed with the Independence con- eral judge in Delaware n 1911 anc ized with $3 5 m.lhon and Was is- dually underwritten

In a press release announcing Its
licensing, AIIC noted that lt would
seek approved status ln other
states next year, though Mr Fea-
man said that other state regula-Slrenglh and seeurHy in a changing word. tors have not yet been approached
The press release also notes that
the holding company may seek to
purchase or form a life insurance394 4 - 6% unit

4 Kentucky was chosen because of
its "receptiveness towards the es-
tablishment of new industry within
the state," according to the press
release, which adds that AIIC was
represented in its application by
the Frankfort firm of Wyatt, Tar-
rant & Combs, headed by former6/ 34#1'26,45, Kentucky Gov Bert Combst¥4'-*-3>..C £:Si ; AIIC also had applied for a 11-
cense in Nebraska after separately

*141 5<-..inf r Incorporating there with more than
L $1 million in capital, Mr Feaman<$5 i>49** *as --4 -·4·:4 . confirmed

Y.,--hf 1,7 f The Nebraska application-in
which AIIC was represented by

t/Z.-:

i
: )*: at 5 Benjamin Nelson, an Omaha law-

yer and former Nebraska insur*nce
commissioner-was withdrawn

1:: -4-y6-1 --,EL lr= . after the Kentucky approval came
3 4 54* through, and the Nebraska com-

2 * - pany's capital was transferred toer %

Kentucky, Mr Feaman said
1- »->4 : .-r I - One condition of any Nebraska

. license would have been that AIIC

I *- -·* *' not do business with ICA or Dyna

/ 4.2 -_fy .1 -->.:'-9 k- -
Span, according to Nebraska In-
surance Director Bill McCartney

No such condition was Imposed
· in Kentucky, Mr Feaman said,

though he added that AIIC will not
be reinsured by ICA AIIC is cur-

t- . rently negotiating reinsurance
I -

1 covers, he said, though he declined
-.ji to provide the names of pros-

% pective reinsurers
While Mr Johnson lS the prlnel-

iS, pal shareholder of AIIC's parent
company, AIIC's president and

:15 chief executive officer is John H
:i Grote Jr

Mr Grote, a Florida agent, lS
4 -*

currently facing Florida Insurance
. 1 Department charges that he sold

tr 4 an ICA policy after a state court
had enjoined ICA from doing busi-.

ness, according to Susan Stafford,
an Insurance Department attorney

.
Mr Feaman admitted that Mr

Grote had sold the policy, but said
that lt WaS later canceled flat and

the premium returned
He called the Florida department

charges "vindictive," saying that
Mr Grote has been "clean for 30
years "

Ms Stafford said that Mr Grote

also sold ICA policies covering
Strength in our capital and surplus. risks in other states after the Flor-

Strength In ear service lo both treaty and ida in]unction was issued, though

*leultative ellen:s. And seourly In the Insurance Department did not

Imew# thal Skandia, serving clients
include these in its complaint be-
cause of uncertainties over

since 1900, is the oldest operating
reinsurance compaqy in the U.S.

whether the injunction would be
interpreted as applying outside of
Florida

Headquarters: 280 Pas* Avenue,New York Meanwhile, ICA is pursuing its

Allanta. Chicago, NewYork, San Francisco / lawsuit against Bel-Aire, Risk Re-
tention Service Corp , Mr Blu-
meyer and his wife, Hope Blu-

SKANDIA AMERICA GROUP meyer

Contlnued on page 66



1hanks to
modernmedidne,
he'llnowbe able

tooutlivehis savings.

t

Advancements in medicine are helpingAmericans live
longer than ever But not everyone is financially prepared
for a longer life.

Particularly retirees who end up needing expensive
long-term care. Currentlx that's 6 million people.That
number should be 14 million by the year 2020.

Personal savings are seldom enough to pay the costs of
retirement health care. And Medicare and Medicaid are only
a partial solution. Companies with retirement health care
benefits also face the problem of unfunded future liabilities.

Additional solutions must be found to address this

retirement health care cost issue that will eventually affect
every person, company and institution in our country
Ideas that go beyond traditional products.

1

S::I *:. -17

At NWNL Group, we're developing an employee benefit
program called LifeScope®that would provide for a person's
retirement and working years. What makes the LifeScope
Program unique is its comprehensive approach to providing
benefits. It is more than life insurance and a nursing
home policy

Bymanaging the delivery ofhealth care and planning
for future needs, the LifeScope Program can find alternatives
that make health care more affordable, while allowing
individuals to live independently The program's benefits
would be voluntary, flexible and portable.

Many elements of the LifeScope Program have already
been put into place through current NWNL Group benefit
progranis. Using our resources as tlie nation's 10th largest

group insurance compans we will soon be adding
more elements.

To find out more about NWNL Group and the LifeScope
Program, contact Ginny Patrick, NWNL Group, Box 20,
Minneapolis, MN 55440 or cal!(62) 372-5784. Because now
is the time to begin solving the problems of providing
health careinthe ture.

WI NWNL GROUP
Tbe right benefitsfor today
71oerigbtideasfor tbeji#ure:

Sources for statistics: Employee Beneftt Research Institute, 1985; National Underwriter, 1986
A division of Northwestern Nmion:11 life Ilisumnce Comptiny, Nlinneal,olis, i\IN (not,Kimitted in the State of New York). The North Atlantic I.ife itisitralice Company of America. Jericho, NY (a member of the NWNI. Companies)

/
/
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Lan emfoyee werebrcec_lnto fiishome,
Inmany cases, the answer is yes.
Right now, over 100,000 working age people are

confined to nursing homes as a result of an accident or
chronic illness! But only3% of all people have insur-
ance to cover the costL an expenditure that averages
$25,000 per year.J And studies show that 6 out of 7
people would be financially devastated in the event of
such a disability.

Butnow there is a way to help cover these cata-
strophic expenses. With LTD Extended Carer From

the number one company in group LTD:
IID Extended Care is thefirst group disability

insurance benefit designed for small to mid-size
companies to protect disabled employees who require
full-time nursing home care.

It works like this. Inthe event of such a need,
UNUM's base LTD plan does what it was meant to do,
replace income. While the LTD Extended Care benefit
helps pay up to 100% of the nursing home costs -
without reducing the base III) benefit. The result?

'MasterFacilitiesS/udyData, Departmentof Healthand Human Services, 1982 lifeAssociationNews, May, 1387 Vbid. *Hous¢Committee onAging, November, 1985 «EmployeeBenefitplan Review, April, 1987
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The disabled and their dependents are protected
against devastating financial hardship. And assets are
preserved.

LTD Extended Care is available for employees
of companies who participate in UNUM's base
LTD plan.

For you, LTD Extended Care means a new sales
opportunity. Because it allows you to sell to those peo-
ple with our popular base LTD plan. And LTD Extended
Care is another good reason to approach those clients

UNUM Life Insurance Company
Portland, Maine ()4122

without UNUM LTD.

To learn more about this major advance in group
disability coverage, call UNUM. The company that
protects people's income.

UNUM Life Insurance Company of America
Portland, Maine ()4122 (All states except New York)

UNUM
IncomeProtection.

First UNUM Life Insurance Cc impany
Elmsford, New York 10523 (New York State (iniv)
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Unfair to withhold IRIS results Editor)

Amy Palmer (Graph,c Art/sO
Roger Schillerstrom (Ed,tonal Carloon,st)

JUSTICE PREVAILED in the court-ordered re- non and perhaps start a run on an otherwise finan- Stephen Tamoff (Associate Editor)

Paul Winston (Ass,Want Copy Editor)
lease of the previously confidential Information cially sound insurer We think that's unlikely, and Joanne Woic,k (Copy Editor)

on the financial condition of insurers compiled by we expect that the NAIC will be proved wrong now Christine Woolsey (Ed,tonal Assistant)
the National Assn of Insurance Commissioners that the Information has been released. DALLAS: Michael Bradford (Associate Editor)

LONDON: Stacy Shapiro (international Editor)
As we reported, a District of Columbia Superior ·Insurance consumers are entitled to know the

Carolyn Aldred (Assoc,ate Ed/tor)
Court ordered district insurance regulators to re- names of insurance companies that insurance regu- LOS ANGELES: Donna D,Blase (Bureau Chief)

lease three 1987 Insurance Regulatory Information lators have identified for the highest priority in the Glenn Huntley (Assoctate Editor)

System reports The reports had been requested by surveillance process Then, the insurance buyers NEW YORK. Douglas Mcleod (Bureau Chief)
Kari Berman (Sta# Reporter)

University of Indiana professor and newsletter and/or their brokers can further investigate the fi- Judy Greenwald (Assoctate Editor)
publisher Joseph Belth (BI, Nov 30; Nov 23) nancial health of an insurer under special scrutiny Collin Nash (Ed,tona/ Ass,stanO

The court found that keeping the reports confi- And, when there are valid reasons for an insurer's WASHINGTON: Jerry Geisel (Washington Editor)

dential violated the Freedom of Information Act results to have thrown up the red flag without indi- Deborah Shalowitz (Associate Editor)

Corporate: H L Stevenson (Comorate Ed,tor)
One of the three reports covers five-year trends eating that the insurer As heading for financial

Advertising Director: Donald A Walsh (New York)showing property/casualty and life/accident/ trouble, we believe that sophisticated insurance
health insurers that need immediate regulatory at- buyers and certainly their agents and brokers will Midwest Sales Manager: Robert L Niesse (Chicago)

CHICAGO: Deborah D Neale (Distnct Manager)
tention or were targeted for attention The other be able to understand and accept the reasons, once Margaret H,kido (D,smct Manager/
two reports provide supplemental ratios on life/ac- they are explained. Classified Sales)

cident/health insurers, inclliding one on the ade- Consumers are entitled to this regulatory infor- Elmer Kerstowske (Production Manager)

quacy of loss reserves. mation from government employees Furthermore, LOS ANGELES: Michael J Sharpe (Distnct ManageO

These insurers needing immechate regulatory at- lt has been unfair to withhold this Information that NEW YORK: Charles A Horvath (Distnct Manager)
Jack Forrest (Distnct Manager)

tention are identified by the results of certain fi- can otherwise be obtained by the largest brokerage Martin J Ross (Distnct Manager)
nancial tests that are designed to send up a red flag firms. Those with the money and the computer Courtney Bauer (D,stnct Manager)

when an insurer's results fall outside predeter- power can run their own IRIS tests and get the
Director of Communications: Ronnie I Drachman

mined norms same results as the NAIC
(New York)

The NAIC had fought to keep the results of these An interesting footnote is that the district regu- Corporate Marketing Manager: Alice Steloff (Detroit)

financial tests confidential, contending that the lators received the reports by accident The NAIC EDITORIAL: Chicago 312-649-5398
designation as needing immediate regulatory at- had intended to keep the reports from regulators in Dallas 214-363-1066

tention does not necessarily mean that the insurer states where requests for the IRIS information London 01 -404-4228

is facing financial adversity The NAIC has con- were pending. But, due to a clerical error, the dis- Los Angeles 213-651-3710

tended that releasing the names of these insurers trlet regulators received the reports
New York 212-210-0100

Washington 202-662-7200
could lead consumers to such an erroneous conclu- As we said, justice prevailed ADVERTISING: New York 212-210-0133

Letters Chicago 312-649-5276

Los Angeles 213-651-3710
COMMUNICATIONS: New York 212-210-0132

Purchasing group insurers need regulatory scrutiny CIRCULATION: Detroit 313-446-1611

Published by Crain Communications Inc, Chicago
G D CRAIN JR

To the editor One of the points Jon While Mr Harkavy brought up this lS Intends to opeiate, as well as annual Founder (1885-1973)
Harkavy brings up in his letter on the point to rebut the proposition that risk statements, the new insurer is unbur- MRS G D CRAIN

Risk Retention Act (BI, Nov 9) relates to retention groups were not adequately re- dened by any of these mandates In fact, Chairman

regulatory solvency overview of risk re- gulated, he has Indirectly raised a related this "hybrid risk retention group" never KEITH E CRAIN

tention groups Although Mr Harkavy issue that bears equal consideration This even mentioned in the act is free to oper- Vice chairman

does not cite the specific section of the issue relates to insurers of purchasing ate nationwide upon the filing of a cur- S R BERNSTEIN

Chairman-executive committee
act that provides for this, it is contained groups The question rela.ing to purchas- sory notice While the act never expressly

RANCE CRAIN
in Section 7 Because of this section, as ing group insurers is whether or not state carved out federal pre-emption for pur- President

Mr Harkavy correctly observes, -a state insurance commissioners in non-char- chasing group insurers, such a pre-emp- MARY KAY CRAIN

insurance commissioner has more powers tering states have available to them a tion has, in effect, been created through Treasurer

in this area over a risk retention group corresponding procedure as is provided the interpretation of language in the act MERRILEE P CRAIN

under the act than over a traditional in- in Section 7 for risk retention groups It relating to the "location" of a purchasing Secretary

surer " He further points out that "a would appear that they do not Thus, if a group WILLIAM A MORROW

Senior Vp-operationscommissioner can go to federal court to state insurance commissioner found a It would seem that expansion of Sec-
Published weekly at 740 Rush St, Chicago, 111 60611. Telex 6871241, Cable

en]oin a risk retention group operating purchasing group insurer chartered in tion 7 to empower state insurance com- CRAINCOM Offices 220 E 42nd St, New York, NY 10017, Telex 640207
nationwide, if it can establish that the another state to be in a "hazardous fi- missioners with the same authority over CRAIN COM NYK. 1 Northpark. East Suite 114, 8950 N Central Expressway,
group is operating under a 'hazardous fi- nancial condition," the commissioner purchasing group insurers as they are Dallas, Texas, 75231, Suite 814. Natenal Press Building, Washington, D C

20045.6404 Wilshire Blvd. Los Angeles, Calif 90048,20-22 Bedford Row,nancial condition Finally, he notes would be confined to an action in state given over risk retention groups found to
London WC1 R 4EB, England $1 75 a copy $68 a year in U S Canada and all

that, "under the traditional regulation of court Although the commissioner might be in a "hazardous financial condition" is other foreign add $16 for surface rnall Europe and Middle East only add $47 for
insurance, a commissioner has authority obtain an injunction to shut the purchas- well worth our consideration While all alr dellvery First-dass mall B U S and Canada only. add $48 Ben-nuda only,

$105 per year expedited delivery WILLIAM STRONG, vp-©rculation BARBARAonly in his or her own state " ing group insurer down in its state, the eyes are focused on the purchasing group
KISCH, arculabon manager JOHN HUFFMAN, fulfillment director Four weeks'

insurer would be free to operate nation- itself, we must consider that this entity nobce required for change of address. Send subscnption correspondence to
wide until each individual commissioner will not ultimately be called upon to pay Circulation Departnent, Busness Insurance, 965 E Jetterson Ave, Detroit,

Business Insurance welcomes let-
took similar action to StOp lt from the claims of policyholders, nor will it Mich, 48207, or phone 800-992-9970 or 313-446-1611 Microfilm copies are

ters from its readers Please keep available from University Microfilms, 300 Zeeb Road, Ann Arbor, Mich 48013operating become insolvent Thus, to concentrate
your comments as bnef as possible Microfiche copies available Bell & Howell, Micro Photo Division, Old Mansfield

The irony of this result is particularly our energies on a group of insurance Road. Wooster, Ohio 44691 Portions of the ed,tonal content of this issue are
We reserve the right to edit Letters apparent when comparing a risk reten- buyers, rather than on the ultimate risk available for repnnt or reproductton m other media For inlonnation and rates to
for clarity or space We will not tion group to a newly _icensed insurer bearer, 13 to divert analytical and critical reproduce in general circulation media, contact ART MERTZ, The Crain
publish unsigned letters Send your Syndicate. 740 Rush St, Chicago, 111 60611, 312-649-5303 For repnnts or

formed for the express purpose of becom- thinking from where lt is most needed
comments to Letters to the Editor, repnnt permission contact Reprint Department. Business Insurance, 220 E

ing a purchasing group insurer While the Karen Cutts 42rd St, New York, N Y 10017. 212-210-0229
Business Insurance, 740 N Rush act requires the risk retention group to Managing Editor
St , Chicago, Ill, 60611 Member of Business

file a lengthy feasibility study with its 11- Risk Retention Reporter Publications Audit of Circulation

censing state and with all states in which Pasadena, Calif = ABP=
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Home Insurance is well aware what a Jungle it's become out place-simply because they're difficult to understand. But we pride
there for people at the top. Mismanagement suits, mergers and proxy ourselves on creative underwriting: identifying a good risk and
fights are turning corporate executives into an endangered species tailoring standard policies to individual needs or unusual exposures

And we're committed to making it a safer world for them to live in It's the kind of professional treatment Home Insurance is known
We're especially interested in challenges beyond the reach of for. After all, we've been handling risky situations for customers ever

most underwriters. New companies or companies going public or since we started business, back in 1853
reorganizing, such as those in leveraged buy-outs. Or industries such If you could use a guide through the corporate Jungle, contact
as high-tech manufacturing, or real estate development, or oil and gas. your insurance agent or broken Or write Marshall Manley, The Home

Risks like these interest Home. Others call them difficult to Insurance Company, 59 Maiden Lane, New York, N.Y. 10038.

Home Insurance
The Home Insurance Company is a member of The Home Group, Inc There's no place like it.
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Reinsurers oppose regulatory changes
By GLENN HUNTLEY

SAN FRANCISCO-The Califor-

nia Insurance Department should
think twice before toughening
reinsurer regulations because it
could trigger a tighter market,
reinsurers warn.

Reinsurers at a two-day forum
the California Department of In-
surance held in San Francisco Nov.

23-24 said they oppose several reg-
ulatory modifications the depart-
ment is pondering.

The department held another
forum on the issue in Los Angeles
late last week.

While the department has not
proposed any new or modified re-
insurance regulations, it discussed
with reinsurers and other in-

terested parties who attended the
forum last month a variety of pos-
sible new and modified regula-
tions, including:

• Modifying the wording of ar-
bitration clauses in reinsurance

contracts to force reinsurers to set-

tle claims from ceding insurers
more quickly.

• Developing standardized rein-
surance contract language.

• Limiting the use of letters of
credit to secure reinsurance obli-

gations to ceding companies.
• Establishing a lead/follow

system on reinsurance contracts
involving many reinsurers.

"Depending on our findings, we
may recommend changes to the
laws regarding reinsurance," said
Insurance Commissioner Roxani

Gillespie in an interview following
the first forum in San Francisco.

Ready availability of reinsurance
played a major role in the last soft
market cycle, which led to the hard
market of the mid-1980s, she said.

"It was a significant contributor
to the problems that happened in
the last cycle," Ms. Gillespie said.

The availability of reinsurance
contributed to the trend toward

cash-flow underwriting in which
insurers and reinsurers sought to
generate premium income that
they could plow into high-interest
bearing investments. But when
claims far exceeded premiums plus
investment income, eating up sur-
plus, reinsurance and insurance
capacity shrank-and dried up en-
tirely for some risks-and rates for
all risks soared.

However, reinsurers and many
others at the forum said they gen-
erally opposed additional regula-
tion, except when it would not hin-
der reinsurers' ability to respond
to insurers' needs.

"The goals should be to promote,
not to deny, entry into the market-
place. We need the capacity in Cal-
ifornia. It's the largest insurance
market in the United States," said
Joseph W. Brown Jr., chief finan-
cial officer of Fireman's Fund In-

surance Cos. of Novato, Calif.
"In my humble opinion, after 25

years in the business, I say 'No,' "
to more regulation, said Darring-
ton Semple Jr., general counsel of
American Re-Insurance Co. of New

York, a unit of Aetna Casualty &
Surety Co. of Hartford, Conn.

Existing law gives state regula-
tors enough latitude to check into
the reinsurance business, he said.
"You have the tools, if you use
them."

But attorney Karl L. Rubinstein
of the law firm of Rubinstein &

Perry in San Francisco told state
regulators that he believes existing
laws are inadequate to effectively
regulate reinsurance.

"Unless the commissioner has

jurisdiction over a reinsurer's
assets in this state, the value of a
reinsurance contract is, at best,
dubious," Mr. Rubinstein said.

He urged the state to require
reinsurers to keep a substantial
amount of their assets within Cali-

fornia to secure their obligations to

ceding companies in :he state.
And althcugh Mr. Brown of Fire-

man's Fund said the state should

try tc attract additional reinsur-
ance capacity, he said he did see a
need lor higher standards of finan-
cial 1 herewithal, management and
experience for new reinsurers in
the state.

"I con't believe we make it hard

enoush for someone to hang up a
shingle and say they are a rein-
surer." he said.

State regulators should look at
the entering reinsurar's track Ire-
ord and professional management
before allowing it to offer capaci:y
in the state, Mr. Brown said. Until
a new reinsurer has a proven track
record, the state should require it
to post letters of credit or cash de-
posits :o cover its liabilities, he
added.

And, strict requirements should
apply :o any new reinsurer, not
only a]ien reinsurers, Mr. Brown
said.

However, he added, "We should
not pay a penalty when doing busi-
ness with a qualified fireign rein-
sur€r."

Delays in payment of reinsur-
ance claims may be one area where
industry and government can make
improvements, said reinsurers and
others as well as state regulators.

"lt appears that delay is a way of
business in certain situations," Ms.
Gillesgie said.

About 10% to 20% of reinsurance

may be uneollectible nationwide,
accirding to industry estimates,
said Norris W. Clark, deputy insur-
ance commissioner.

And of the 649 property/casualty
insurers licensed in :he state in

1986, 305-or nearly 50%-re-
ported recoverable reinsurance
that exceeds their surplus, Mr.
Clark said.

The concern is that if a substan-

tial portion of the reinsurance re-
coverable is not collectible, ceding
companies will have to drain their
surplus to pay claims.

Reinsurers and regulators made
frequent references to Mission In-
surance Co. and several of its sub-

sidiaries, which were forced into
liquidation early this year (BI,
March 2; Feb. 9). The insolvency
was blamed at least in part on un-
collectible reinsurance.

The liquidation of MIC showed
that foreign and alien reinsurers
without significant assets can
cause problems, said Mr. Rubin-
stein, who served as a special dep-
uty insurance commissioner on the

Mission case.

Among the several possible mod-
ifications to regulations that the
departrnent, in legal notices an-
nouncing the forum, asked atten-
dees to comment on were:

• Arbitration. While many con-
tracts include arbitration proce-
dures to settle claims, the system
often fails to bring speedy resolu-
tion, said many reinsurance ex-
perts attending the forum.

Some reinsurers use weak arbi-
tration clauses as a method to

delay payment indefinitely, as-
serted Richards D. Barger, an at-
torney with Barger & Wolen in Los
Angeles.

"I don't think it's any surprise to
anyone here that some reinsurers
will not pay whatever," Mr. Barger
said.

Continued on page 61

DAVE GRUPP HAS A LOVE FOR HIS JOB

.

E.:4

Dave Grupp is a Kemper fire
protection engineering specialist
who wears a number of iats.

He surveys commercial facilities
for hazards that could cost lives,
prope-ty and dollars. He trains
loss control consultants to know

what to look;or in a buildir.g

and what to look out for And he
teaches underwriters the facts of
fire he's learnec over the years.

When the heat goes out of the
day, he heads home where he
keeps another hat handy:
Volunteer Fire Chief of Long
Grove, Illinois.

As a volunteer firefighter who
never stops caring, Dave is typical
of the Z700 resourceful and
motivated people who make up
the Kemper National Property &
Casualty Companies.

These people are busy these days.
Their business has grown more
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Insurer's lawyer blasts bad faith awa rd
By STEPHEN TARNOFF

LOS ANGELES-A recent jury
verdict, if allowed to stand, ex-
pands the duty of good faith owed
by insurers of a parent company to
include that company's subsi-
diaries, even if they are not co-
vered by the policy, says an attor-
ney for the insurer in the case.

However, the policyholder's at-
torney says the verdict protects
policyholders from bad faith prac-
tices of insurers and does not ex-

tend insurers' requirements of
good faith.

A California superior court jury
recently ordered Harbor Insurance
Co. to pay $23.2 million, including
$13 million in punitive damages, to
policyholder American Motor Inns
Inc., because the Los Angeles-
based insurer exercised bad faith

HAT NEVER COOLS.

than 12% annually since 1982.
They now have over one million
customers to serve.

Their success is a direct result of

their desire to help and of the
exceptional financial strength
of the Kemper National P&C
Companies.

in settling a lawsuit against AMI
subsidiaries (BI, Nov. 23).

"The effect of the verdict is to

suggest that a parent corporation

can expect to be protected against
liabilities to its separate subsidiary
corporations even though it
chooses not to provide and pay for
insurance coverage for them," said
Harbor attorney Henry G. Bodkin,
Jr., with the Los Angeles firm of

Bodkin, McCarthy, Sargent &
Smith.

"Harbor was trying to protect it-
self against a move to coerce it to
pay money to settle on behalf of a

company not covered by its pol-
icy," said Mr. Bodkin. "It's going
to make vastly new law in Califor-
nia."

However, AMI's attorney dis-

agrees.

"The entity going to get hurt was

a wholly owned subsidiary of the
policyholder. You don't go around
hurting your own policyholder,"
said William Shernoff, who is with
the Claremont, Calif. firm of Sher-
noff & Levine.

"This case will awaken the busi-

ness community to the fact that in-
surance companies don't treat bu-
sinesses much better than the little

guy," he added.
The verdict against Los Angeles-

based Harbor arose out of litiga-
tion involving a man who was se-
verely injured in a 1977 swimming
pool diving accident at the French-

men's Reef Holiday Inn in the U.S.
Virgin Islands.

The plaintiff, Richard Utesch,
sued two subsidiaries of Roanoke,
Va.-based AMI-Atlas Motor Inns

Inc., the operator of the hotel, and
Flamboyant Investment Co., which

Our people insure our future.

naTIonaL

companies

©1987 Lumbermens Mutual Casualty Company

owned the hotel, in 1979.

Holiday Inns, the franchisor of
the hotel, also was named as a de-
fendant, but AMI-Atlas' and

Flamboyant's parent company-
was not.

Although Flamboyant and Atlas
were subsidiaries of AMI, they
were insured under separate poli-
cies.

According to court papers filed
by Harbor, AMI's U.S. continental
operations and Atlas were insured
for liability under a $300,000 pri-
mary policy written by Affiliated
FM Insurance Co., a $5 million ex-

cess policy written by Harbor and

a $5 million second excess policy
also written by Affiliated FM.

These policies did not insure

Flamboyant. And, Harbor con-
tended, they did not insure any as-
pect of the Virgin Islands opera-

tions, even though Atlas was
named in the policy, because Har-
bor was never asked to insure those

locations.

Flamboyant and the Virgin Is-
lands operation "for the sake of
convenience and lower cost," was

insured separately under primary
and excess policies written by
Commonwealth Insurance Co. of

Puerto Rico, Harbor said in the
papers. The papers did not specify
the limits of the Commonwealth

policies.
However, Commonwealth was in

financial trouble at the time of Mr.

Utesch's accident. In July
1978-nine months after the acci-

dent-the insurer was placed in
liquidation.

"AMI's decision to have Flam-

boyant insured under a program
separate from that for its continen-
tal U.S. operations thus proved un-
wise," Harbor said in court papers.
"AMI's conscious sacrificing of
quality coverage for low rates has
led to this litigation today."

In March 1980, several months

after the accident, AMI sued Har-
bor and others in a declaratory
judgment action in U.S. District
Court for the Western District of

Virginia, asking the court to deter-
mine the parties' rights under the
policies.

In April 1981, less than two
months before trial in the case in-

volving Mr. Utesch, Harbor and
AMI settled their coverage dispute
on the basis that because of Com-

monwealth's insolvency Harbor
would provide AMI with insurance
coverage up to $5 million in excess
of $300,000 for the Frenchmen's
Reef location.

However, the settlement did not
address whether AMI subsidiary
Flamboyant was insured by Har-
bor. Ultimately, in a separate de-
claratory judgment action in May
1984, the U.S. District Court foI

the Western District of Virginia
held that Flamboyant was not in-
sured under the policy that HarboI
issued to AMI.

During the course of Mr,
Utesch's suit, settlement negotia-
tions were conducted by the par-
ties but were unsuccessful.

According to court papers filed
by AMI, Harbor had the opportu-
nity to settle the case within polic>
limits on at least three occasions

including demands of $4 million
$2.4 million and ultimately $2 mil-
lion on the day of trial.

According to AMI's attorney Mr
Shernoff, even though everyone
including the plaintiff, agreed on :
settlement amount of $2 million

Harbor said it would only pay $1 :
million, contending that Flamboy-

ant should pay the additiona
$500,000. Flamboyant could nol
pay the $500,000 at the time, saic
Mr. Shernoff.

If there is a dispute as to cover-

age, an insurance company's dutb
is to settle the case for the policy-
holder, as long as it is reasonable
and then go after the company foi
contribution, Mr. Shernoff saic
last week. "Almost every experl
and case agrees that is the appro-
priate thing to do," he added.

However, Harbor's attorney Mr
Bodkin said that Harbor believec

Flamboyant was not an insured
was a separate corporate entitj
from Atlas and AMI, and was
largely at fault for the accident.

Thus it was proper for Harbor tc
not pay the entire amount of thc
settlement, he said.

In addition, if Harbor had paic
the entire $2 million, it would have

had to effectively try the entirf
plaintiff's case establishing the de-
fendants' proportionate share of li-
ability, which was very impracti·
cal, Mr. Bodkin said.

It would have been much easiei

for Flamboyant to pay the amoun
Continued on nert pagi
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Bad faith verdict
Continued from previous page
and then sue Harbor in a declara-

tory judgment action, he added.
As a result of the failure to settle

for $2 million, the case went to
trial.

On May 23, 1981, a jury awarded
Mr. Utesch $8 million, which was
reduced to $6.8 million because
of his 15% comparative fault as-
sessed by the jury (BI, June E,
1981).

In addition, Flamboyant was
found to be 40% liable, for $3.2
million; Atlas, 25% liable, for $2
million; and Holiday Inns, 20% 1.-
able for $1.6 million. Atlas and
Flamboyant appealed.

12, J

-,r

During the course of the appeal,
Harbor and representatives of
AMI, Atlas and Flamboyant began
meeting again to settle the case

pending the outcome of the appeal.
According to AMI, the discus-

sions were abandoned by Harbor,

which in April 1982, "secretly and
unilaterally" settled with Mr.
Utesch for $2.5 million.

In the agreement, Harbor
guaranteed Utesch an additional

sum of up to $1 million conditioned
upon Mr. Utesch attempting to col-
lect the remaining $4.3 million in
the verdict plus interest from
Flamboyant.

"The effect of the. .clause

which Harbor negotiated was to
protect Harbor's interests at the

4

AMI says Harbor
'secretly and

unilaterally' settled
with Mr. Utesch for

$2.5 million.

expense of AMI," AMI cont.nded.

"By guaranteeing Utesch an addi-
tional sum up to $1 million if he
was unable to collect the balance

of his judgment against Flamboy-
ant, Harbor saved substantially on
the settlement agreement. Harbor
paid Utesch much less money than
it would have had to if it had to

t-t

Itt4

negotiate a settlement on behalf of
all the panies."

"Harbor never advised its in-

sureds of these settlement discus-

sions, and Harbor did not invite its

insureds to participate therein,"
AMI added. "Harbor secretly ap-
proached Utesch's counsel and ne-
gotiated a settlement which se-
verely damaged its insured, AMI."

In its brief, however, Harbor

contends that it negotiated with
Mr. Utesch's attorney indepen-
dently but with AMI's knowledge
because AMI representatives were

unwilling to participate in nego-
tiations.

Mr. Bodkin said a fundamental

issue was whether Flamboyant

could be :reated as a separate cor-
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porate entity, which Harbor
thought it was.

"If a corporation wants to do
business through separate corpo-
rate entities because there are ad-

vantages to do so, they have to

take the disadvantages with
them," he explained. "This was not
something AMI was willing to do."

Approximately a month after the
settlement between Harbor and

Mr. Utesch, in May 1982, AMI and
Atlas sued Harbor in a bad faith

action in state Superior Court in
Los Angeles.

AMI,charged Harbor with breach
of the California Insurance Code,
breach of contract and breach of

the implied covenant of fair deal-
ing.

Harbor replied with a cross-

complaint seeking damages for
conspiracy to abuse the legal pro-
cess and for fraud and deceit by
AMI, Atlas and Flamboyant.

Harbor also sought damages
from AMI and Atlas for breach of

the implied covenant of good faith 6
and fair dealing.

Three months later, in August,
the U.S. Court of Appeals reversed
the judgment for Mr. Utesch and
ordered a retrial of the case against
the remaining defendant, Flam-
boyant.

On April 4, 1983, one day before
retrial of the case was to begin,
AMI, on behalf of Flamboyant, set-
tled with Mr. Utesch for $1.9 imil-
lion.

As a result, Mr. Utesch recovered
$4.4 million-$2.5 million from the
settlement with Harbor and $1.9
million from the settlement with

Flamboyant-in a case that could
have been settled for $2 million.

Approximately 13 months later
the federal court in Virginia ruled
that Flamboyant was not insured
by Harbor.

The bad faith action between

AMI and Harbor, meanwhile, was
decided last month when the jury
ordered Harbor to pay AMI $10.25
million in compensatory damages
and $13 million in punitive dam-
ages. Harbor has filed a motion for
a new trial.

AMI's demand for compensatory
damages included losses it says it
suffered when it could not raise

additional capital due to the insur-
ance coverage dispute involving
the judgment for Mr. Utesch.

According to insurance brokers
and risk management consultants,
generally corporations avoid the
problems that can be created when
different policies insure different
subsidiaries of a corporation.

"The most common insurance

practice for a national or multina-
tional company is to try to have
one overall program for the parent
and all subsidiary companies,"
said John T. Sinnott, executive vp
of Marsh & McLennan Cos. Inc. in

New York.

However, he noted that there are
"all sorts of reasons" why, in a
particular country or jurisdiction,
companies have to operate dif-
ferently. Some countries, for ex-
ample, require that companies
purchase insurance from admitted
companies in those countries.

In addition, other factors such as
the ability to obtain lower prices
for insurance or an insurer's un-

willingness to insure a subsidiary
also can cause a parent company to
purchase separate coverage for
subsidiaries, some say.

According to C.C. "Bud" Griffin,
chief executive officer of the risk

management consulting firm of
Warren, MeVeigh & Griffin based
in Newport Beach, Calif., the "typ-
ical approach is to have umbrella
and excess carriers apply on a
blanket basis."

Often, however, even when a
company is compelled to purchase
coverage from a different insurer
for one of its subsidiaries, the cor-
poration may buy very low limits
for the subsidiary and then arrange
for a master excess or umbrella

policy to apply to the subsidiary,
Mr. Griffin added.
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If you want a reinsurer
who will help keep you on an even keel ...

ring National Re! You'll enjoy long-term stability with National Re because we have a strong
surplus position and are committed to sharing many classes of risks. Our treaties have built-in flexibility, soyour minsurance will keep pace with your progress.
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Comings & goings: industry
Continued from page 14
former president of Risk Manage-

ment Analytica in Reading, Pa.
Fred J. Eder Jr. joined the New

York marketing staff of Walter
Kaye Associates Inc. as national
accounts casualty manager. Most

recently, Mr. Eder was vp-general
manager of Andreini & Co. in San
Mateo, Calif.

Also at Walter Kaye, Paul
Kushner joined as manager in the
marketing department. Previously,
Mr. Kushner was New York City
branch manager for American In-

ternational Group Inc.
At Fairlane Associates Inc. in

Dearborn, Mich., Robert D.
Charette named vp-new business
development. Mr. Charette has been
with Fairlane for 10 years.

Richard L.

Wellner named

executive vp of

' The MBA Group

the property/ca-

sualty division of

in Braintree,

=r Mass. Previously,
Mr. Wellner was

resident manager

and vp in the
Mr. Wellner Boston office of

Jardine Insur-

ance Brokers of Massachusetts.

Eugene P. Potloff promoted to
president and chief operating offi-
cer of L.K Lloyd & Associates. Mr.
Potloff, formerly executive vp,
joined the San Francisco brokerage
in 1978.

Also at L.K. Lloyd, Greg J.
Baker appointed senior vp. Pre-
viously, Mr. Baker was regional vp
with American General Life Insur-

ance Co. in San Francisco.

Rita Harfield promoted to vp-
underwriting from underwriter at
the Lawrence Agency Corp. in Al-
bany, N.Y.

H.P. Van Ingen Jr. named se-

nior vp of Frank B. Hall & Co. of
New York Inc. Prior to this appoint-
ment, Mr. Van Ingen was an execu-
tive producer.

Reinsurance
Paul D. Hawksworth elected to

succeed Richard F. Gilmore as

president and chief executive offi-
cer of Mercantile & General Rein-

surance Co. of America, effective
Jan. 1. Mr. Gilmore will retire from

the Morristown, N.J.-based insurer
Dec.31.Mr. Hawksworth also will

succeed Mr. Gilmore as chairman,
president and CEO of Toa-Re In-
surance Co. of America-which has

been managed by Mercantile &
General for the past five years-as
of Jan. 1. Mr. Gilmore has been

CEO of Mercantile & General since

1977.

Also at Mercantile & General Re,

Robert B. Cross elected vp.
William H. Stempson named

senior vp-treaty underwriting
director at North American Rein-

surance Corp. in New York. Pre-
viously, Mr. Stempson was vp in
the treaty marketing department.

Harold E. Shergold appointed
vp of Allstate Insurance Co. and
general manager of its reinsurance
division in Northbrook, Ill. Before

joining Allstate, Mr. Shergold was
executive vp of North American
Reinsurance Corp. in New York.

Kurt A. Kraushaar elected a vp
at Trenwick America Reinsurance

Corp. in Westport, Conn. Mr.
Kraushaar joined Trenwick in 1986
as assistant vp-reinsurance ser-
vices.

Kenneth J. Bolen elected senior

vp of StellaRe Management Corp.
in Tarrytown, N.Y. Mr. Bolen
joined StellaRe as a vp in 1985.

Excess/surplus
Marcus Payne has joined

Crump Excess/Surplus Lines
Group of Dallas as executive vp
and chief operating officer. Pre-

viously, Mr. Payne was a senior

vp at Unigard Security Insurance
Co. in Seattle.

Gary J. Gudex elected vp-un-

derwriting in the specialty risk di-
vision and Richard G. Gustafson

elected vp-property/casualty un-
derwriting in the Athena division
of Atwater McMillian Inc., the sur-

plus lines and specialty risk under-
writing subsidiary of St. Paul Fire
& Marine Insurance Co. in St. Paul,
Minn. Mr. Gudex joined Atwater
MeMillian in 1985 as a major ae-

counts underwriting officer. Most
recently, Mr. Gustafson was vp-
underwriting operations.

Carl S. Billeter named vp-un-
derwriting of Aegis Insurance Ser-
vices Inc. in jersey City, N.J. Pre-

viously, Mr. Billeter was special
accounts manager for Atlantic Mu-
tual Insurance Co. of New York.

John Zachry elected vp of ex-

cess insurance at Transamerica In-

surance Group in Los Angeles. He
joined Transamerica in 1985 as ex-
cess property manager.

Other suppliers
William E. Adams joined

George Beram & Co. Inc. of New-
ton Highlands, Mass., as an em-
ployee benefits consultant. Pre-
viously, Mr. Adams was a vp at
Fred S. James & Co. Inc. in Boston.

Marc E. Reinecke joined Effi-
cient Health Systems Inc. in At-
lanta as Southeastern regional vp.
Prior to joining EHS, Mr Reinecke
was a senior account executive at

Provident Life & Accident Insur-

ance Co. in Atlanta.

John J. Petillo ir. joined Insur-
ance Consulting Associates in
South Hackensack, N.J., as a se-

nior consultant responsible for the
risk management consulting divi-
sion.

Previously, he was vp and gen-
eral manager of Natcontainer

Corp. in North Bergen, N.J.
Richard J. Fallquist promoted

to a principal from director of ac-
tuarial services at Coopers & Ly-

brand in Seattle.

J. Michael

Bickerstaff

„ joined Hazle-
hurst & Associ-
ates Inc. in At-

lanta as a

4 benefits consul-
tant.

Prior to joining
L__L| dih Hazlehurst & As-

Mr. Fallquist sociates, Mr.
Bickerstaff was

director of recordkeeping services
at American Transtech in Jackson-

ville, Fla.

Howard A. Freidin joined the
Chicago office of Ernst & Whin-
ney as a senior manager in the em-
ployee benefits group of the tax de-
partment.

Previously, Mr. Freidin was man-
ager at Touche Ross & Co. in Chi-
cago.

HMO/PPO

Dr. Carl Mankowitz appointed
to the newly created position of
vp-medical director at Corporate
Health Strategies Inc., which has
recently relocated to Westport,
Conn., from New Haven, Conn. Pre-

viously, Dr.
Mankowitz had

served as the

medical director at H e alt h

. America Corp.,
*4 * in Pittsburgh.

Charles R.

Stark named
chief executive

officer at Met-

Mr. Freidin Life HealthCare

Network of St.

Louis, replacing interim CEO Dan
DeGood. Mr. DeGood has returned

to his primary role of regional vp of
MetLife HealthCare Management
Corp. Mr. Stark previously served as
CEO at MetLife Healtheare Net-

work of Colorado. •
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Not a dime has been paia to plaintiffs seeking hundreds of million
of dollars in damages as a result of the July 1977 floods.

Johnstown flood
Continued from page 2
consolidate their cases into a class

action, there has been little move-
ment on the cases for about a year.

The plaintiffs have appealed
Judge MeWilliams' ruling to the
Pennsylvania Supreme Court.

Judge McWilliams, who did not
return numerous phone calls, ex-
pressed frustration with the delays
in the case in a July interview with
the Pittsburgh Press. -Every time
we turned around, there would be
another motion or something filed
in it," he was quoted as saying.

The flood occurred after about

12 inches of rain fell during a 12-
hour period on July 19, 1977.

About midnight, the swollen
waters of the Conemaugh River's
tributaries breached two dams

owned by local water authorities.
The rupture of Laurel Run Dam
northeast of Johnstown, owned by
the Greater Johnstown Water Au-

thority, is blamed for causing most

Underwriting
ismorethan

taking orders
It's understanding risk. At American Re, our underwriters are experi-
enced professionals, not just ordertakers. They' re knowledgeable.
Dedicated. Responsive.
They' re backed by innovative services like Client Teams. Planning
Table: Underwriting Audits. Claims programs in Arson Prevention;
Massive Injury, Litigation and Catastrophe Management. With a
policy of prompt claims payment.
For reinsurance coverage that really serves your needs, talk to the
professionals at American Re. Where underwriting is understood.

American Re-Insurance Company
One Liberty Plaza, 91 Liberty Street, New York, NY 10006 (212) 618-7000
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of the deaths and the greatest
amount of property damage.

A smaller dam on the Sandy Run
stream-owned by the Highland
Water Authority-also burst.

Compounding the disaster, heavy
rains washed out an embankment

of a state road under construction,
creating a dam-like barrier in the
Solomon Run stream. The stream

then broke that barrier, and an-
other wall of water blasted the

Johnstown area.

The floodwaters inundated the

city and surrounding area, killing
85 people and injuring more than

2,600 others. The flood destroyed
413 houses, 135 mobile homes and
more than 50 apartments as well as

damaging more than 400 small bu-
sinesses.

Plaintiffs have filed suits seeking
unspecified damages in "excess of
$10,000" each.

William Barbin, solicitor for the
Greater Johnstown Water Au-

thority, another defendant in the
case, explains that setting damages

"in excess of $10,000" assures that
the cases would not be sent to ar-

bitration as required under state
and county law.

Under Pennsylvania law, coun-
ties can require that civil suits in-
volve a minimum amount of dam-

ages before they can be sent to
court rather than an arbitration

panel, explained Mr. Barbin, an
attorney with the Johnstown firm
of Gleason, Difrancisco, Shahady
& Markovitz.

One defendant in several of the

suits is the commonwealth of

Pennsylvania. Plaintiffs have al-

leged that the state, its agencies,
officials and employees were,
among other things, negligent in

inspecting the dams before the
flood.

However, money in two state tort
claims funds that could respond if
damages are awarded falls far

short of the potential liability.
Two of the chief commonwealth

defendants are the Department of
Environmental Resources and the

Department of Transportation. The
Department of Environmental Re-
sources is responsible for inspect-

ing dams. The Department of
Transportation was named as a de-
fendant because it was construct-

ing the road embankment that
washed into the Solomon Run

strearn.

Any awards made against those
agencies and their one-time offi-
cials and employees would be paid
by the state's tort claims funds, the
Tort Claims Motor License Fund,
which applies only to liabilities in-
curred by the state Department of

Transportation, and the Tort
Claims General Fund, which
covers all state agencies and is fin-

anced by Pennsylvania's general
fund.

The funds were established by
the Sovereign Immunity Torts
Claims Act of 1978, which allow
suits against the state and its
agencies in civil matters under cer-

tain circumstances. The Pennsyl-
vania Supreme Court had voided
the doctrine of sovereign immunity

in the 1973 case Ayala vs. the Phil-
adell)hia Board Of Public Educa-
tion.

Even though the flood occurred a
year before the funds were estab-
lished, the immunity waiver provi-

sions were made applicable to any
suits that were pending against the
state in 1978.

There are nine situations under

which the state waives immunity
under the 1978 act:

• When state-owned real estate

is a contributing factor in injuries
or damages.

• Injury caused by state-owned
automobiles.

• Malpractice by state health
officers.

• Injury to animals under state
control.

• Injury to personal property
under state control.

• Injury caused by National
Guardsmen.

• Injury caused by state-admin-
istered vaccines.

• Injury caused by state-con-
trolled liquor stores.

• Damages caused by potholes
in state roads when the state was

previously aware that the pothole
existed.

A spokeswoman for the state's
Department of General Services
Department, whose Bureau of Risk
and Insurance Management ad-
ministers the funds, said the de-

partment does not believe any of
the waivers apply in the Johnstown
cases. However, if the litigation is
not settled, Judge MeWilliams, his

successor or a jury would have to
determine whether plaintiffs are
entitled to recovery under any of
the waivers.

The two state funds and another

tort fund that covers claims stem-

ming from state agencies' automo-
bile liabilities have about $56.7
million on hand for the current fis-

cal year, according to the General
Continued on nezt page
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Johnstown flood
Continued from preuious page
Services spokeswoman.

There is no separate reserve fund
for the Johnstown cases.

But the size of awards the funds

can pay is circumscribed by law.
Awards from each fund are

capped at $250,000 per person and
$1 million per occurrence.

However, if a court rules the
state funds should respond to flood
claims, it also would have to deter-
mine what constitutes an occur-

renee, according to the General
Services spokeswoman. For exam-
ple, a court may rule the flood was
a single occurrence, or the loss that
each plaintiff sustained was an oc-
currence.

Mr. Minihan, the deputy attor-
ney general, stressed that no mat-
ter what mechanism is used to pay
any potential commonwealth lia-
bility, the burden of payment will -
fall on the state's citizens. "Ulti-

mately, the poor taxpayer gets

.

socked," he said. ,
Bethlehem Steel of Bethlehem,

Pa., also has been named as a de-
fendant in many of.the flood law-
suits.

At one time, Bethlehem Steel
controlled the Laurel Run Dam

through a wholly owned subsidi-
ary.

Bethlehem's subsidiary-John-
stown Water Co., the original
owner of the dam-divested itself

of the dam several years before the
flood, and control of the dam
passed to the Greater Johnstown
Water Authority.

A legal official at Bethlehem
Steel's headquarters said in a pre-
pared statement: "The suit is still
active and the matter is in litiga-
tion. We will make no further com-

ment."

Bethlehem Steel would not com-

ment on any insurance it may have
had at the time of the flood to re-

spond to any court awards or set-
tlements.

However, Bethlehem Steel was

r
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self-insured for its unspecified
share of a $4.5 million settlement
with a survivor of a 1979 oil rig
accident (BI, June 7, 1982)

And, a source who asked not to

be identified said, "It's safe to say
Bethlehem Steel was self-insured

at the time" of the Johnstown

flood.

The Greater Johnstown Water

Authority is responsible for Laurel
Run Dam. The water authority and
Laurel Management Corp. in John-
stown, which operated the Laurel
Run Dam site for the Water Au-

thority, are named as defendants in
some of the lawsuits.

Mr. Barbin, the solicitor for the
water authority, who has no role in
presenting the water authority's
defense, said the authority had
general liability insurance with no
exclusion for dams at the time of

the flood. The policy, which was
written on an occurrence basis by
Fireman's Fund Insurance Co. of

Novato, Calif., had limits of
$500,000.

A spokeswoman for Fireman's
Fund confirmed that the dam lia-

bility coverage was written by the
insurer's Pittsburgh office.

Mr. Barbin said the water au-

thority can no longer obtain liabil-
ity insurance without a dam exclu-
sion.

Another defendant in some of the

suits is the water authority's engi-
neering consultant, Gannett, Flem-
ing, Corrdry & Carpenter in Har-
risburg, Pa., which was the
authority's engineer at the time of
the flood.

Gannett Fleming provides trans-
portation, civil, water and was-
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CNAs LID benefit limit of $15,000 amonth reflects concern
foremployees atallincome levels.We understand thatas
incomes increase, benefit limits must keep pace. So we
offerone ofthe highest monthly benefits available.

We also offer a variety of LTD benefit options for you
to choose from.

• Rehabilitative Employment Benefit...provides a monthly
benefit for a disabled employee who has returned to
work at any occupation.

• Partial Disability Benem pays a monthly benefit if an
employee has returned to his regular occupation on a
limited basis.

• Residual Disability Benefit... provides a benefit if an
employee has re-entered the employment ranks, on a full
or part-time basis, but at a reduced salary. To protect
the employee, this benefit has a built-in inflation feature.

• Age 65 Your Occupation for select groups, benefits are
paid for the entire period that a disabled employee can't
perform his regular occupation.

CNA also offers personalized rehabilitation services
and counseling based onour43 years ofexperience in the
LTD field.To find out more about how CNAs options and
savices can help reduce your claims costs, have your agent
or broker contact us at 1-312-822-2076.

CNA
For All the Commitments You Make®

Coverage underwritten by Continental Casualty Company. CNA Plaza. Chicago, illinois 60685

tewater engineering services na-
tionwide.

A Gannett Fleming official said
the firm had professional liability
insurance written on a claims-

made basis but declined to name

the insurer or the policy limits,
saying that insurance coverage in
the Johnstown matter was "a

somewhat touchy matter."
However, the official did say

that the coverage was "obviously
not in the total amount that the

plaintiffs may be seeking."
Gannett Fleming would not com-

ment on the possibility of out-of-
court settlements.

The Highland Sewer & Water
Authority of Richland Township,
Pa., a suburb of Johnstown, owned

and operated the Sandy Run dam.
However, the authority is named in
fewer lawsuits than many other
defendants because the damage at-
tributable to the burst Sandy Run
dam is less extensive than the dam-

ages plaintiffs blame on the Laurel
Run dam and the Solomon Run
strearn.

A spokesman for Highland
would not comment on its insur-
ance.

Chief Deputy Attorney General
Minihan emphasized that the com-
plexity of the Johnstown cases goes
beyond the number of cases filed
and the amount of money that
might be at stake. Procedural mat-
ters also have complicated the
matter.

For example, all of the wrongful
death suits were filed individually
but will be consolidated when a

trial date is set.

However, Judge McWilliams
denied a motion by many plaintiffs
to consolidate their negligence
suits. Plaintiffs selected the defen-

dants to sue based on their deter-

mination of what caused them the

most damage: either of the two
burst dams or the Solomon Run

overflow.

The plaintiffs appealed Judge
MeWilliams' decision to the Com-

monwealth Court of Pennsylvania,
but a panel of three Common-
wealth Court judges upheld Judge
McWilliams' decision.

The plaintiffs appealed to have
the matter heard by the full Com-
monwealth Court. Once again, the
appellate court upheld Judge
MeWilliams' denial of class-action
status.

The plaintiffs now await a deci-
sion by the Pennsylvania Supreme
Court on whether it will hear their

appeal.
Mr. Barbin of the water au-

thority said that when the cases fi-
nally do come to trial, the fact that
a "phenomenal amount of rain"
fell in the Johnstown area during
the hours immediately preceding
the flood could have some effect on

the defendants' liability. The
amount of rainfall presents "a real
possibility that the act of God de-
fense could be supported here," he
said.

Although Mr. Barbin admits that
acts-of-God defenses have not

been very successful in recent
years, he said he thinks the John-
stown cases may prove to be the
exception and that the defendants
might prevail given the circum-
stances surrounding the dam
breaks.

Neither attorneys for Bethlehem
Steel, the water authority and
Gannett Fleming nor the plaintiffs
would comment on any aspect of
the cases.

The 1977 disaster was the third

major flood to hit Johnstown in
less than a century.

The most infamous of the del-

uges, the flood of May 31, 1889,
killed more than 2,200 people and
destroyed $10 million in property.
As was the case in 1977, the 1889
flood occurred when a dam broke.

In 1936, a flood killed 25 people
and caused an estimated $40 mil-
lion in damage in Johnstown. Aftei
that disaster, the U.S. Army Corps
of Engineers spent about $7 mil-
lion on flood control projects. I
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The first "unde,writers" formed risk retention groups in Lloyd's coffee-house during the 16005 to
cover merchant ships and their cargo. The idea caught on. But they didn't require the expertise that you need
today - the multi-faceted capability you get from Crawford & Company's risk management professionals.

Risk Retention Oroups Are Not Ne-
Forming a risk retention or purchasing group requires more
than feasibility studies, actuaries and the collection of finan-
cial assets. Groups achieving long-term effectiveness will rely
on skilled experts to determine and transmit their claims
experience.

Crawford & Company has distributed nearly 5,000 men and
women in 700 offices throughout the United States, Canada
and Puerto Rico to deliver expert cost-effective risk manage-
ment services to its clients. Their skills can help you address
the vital functions which will determine the long-term effec-
tiveness of your group:

El Powerful computer-based information support
for actuaries and consultants, using members' historical data
from varied claim service providers El Objective inspection
and evaluation of potential members' true risk exposures for
underwriting evaluation and rating 0 Management by one
national account executive to ensure a cohesive service effort

Crawford
RISK MANAGEMENT SERVICES

E] Local service, unified by centralized claims management
from one Administrative Service Center, to meet overall

group service needs El Computer-accessed claim data flow
to support risk control and effective program management.

Early groups of insurers relied upon "office-keepers," who
not only sought out proper underwriters, but prepared poli-
cies, obtained underwriter signatures and collected amounts
due after a loss - relatively simple procedures. Today's risk
retention or purchasing group requires specialization in each

st* of the process, managed overall by an organization com-
mitted to a traditional service philosophy.

Although modified with time, valued traditions sustain
themselves. Crawford & Company - your one source that
blends the best of traditional service with today's technology.

You need more than an office-keeper.

For information, write or call:

Barry R. LaFIeur, Vice President - Market Production

Crawford & Company
RO. Box 5047

Atlanta, GA 30302

(404) 256-0830

RISK CONTROL [J CLAIM SERVICES El HEALTH AND REHABILITATION O INFORMATION SYSTEMS O EDUCATION O RISK SCIENCES GROUP



U.S. workplace injury rate holds steady
By DEBORAH SHALOWITZ dustiles was 658 in 1986, up from

WASHINGTON-The workplace
Washington 64 9 7 1985, according to the sur-

Parental leave
_ vey A bill requiring employers to

injury and illness rate remained In manufacturing, however, the grant workers unpaid leave to care
unchanged in 1986 from 1985 at are 100 workers in 1982, down from los- uorkdays rate increased to for a new or 111 child or their own
7 9 per 100 full-time workers, ac- • Construction, where the rate 11 3 in 1985 852 In 1986 from 80 2 the previous illness would cost employers a
cording to a federal government was 15 2 in 1986, unchanged from The injury rate in zirms with 50 year In contrast, the lost workdays maximum of $500 million an-
survey 1985 to 99 employees was 10 0 per 100 rate -1 mining-the industry with nually, according to a government

However, the actual number of 0 Agriculture, forestry and fish- workers in 1986, down from 10 1 in the highest lost workday rate- official
injuries and illnesses in 1986 rose ing, where the rate dropped to 11 2 1985 Companies with 250 to 499 drcppea to 125 9 in 1986 from This amount reflects the cost to
to 5 6 million from 5 5 million in in 1986 from 11 4 in 1985 empliyees recorded a rate of 9 9 in 145 3 in 1985 employers of continuing health in-
1985, noted the Labor Depart- • Manufacturing, where the rate 1986 upfrom 9 8 in 1385 The BLS survey involved a sam- surance coverage for employees
ment's Bureau of Labor Statistics rose to 10 6 in 1986 from 10 4 in The lowest injury rate was found ple o. 280,000 businesses The esti- during their unpaid leave, accord-

The BLS survey explained that 1985 in firms with between one and 19 ma:es generated from the survey ing to William J Gainer, associate
the workplace injury and illness • Mining, where the rate empliyees In those :irms, the in- represent the occupational injury director in the human resources
rate remained the same while the dropped to 74 in 1986 from 84 m jury rate was 3 6 in toth 1986 and anc illness experience of about 83 division of the General Accounting
actual number of injuries and 111- 1985 in 1935 million workers in the private sec- Office
nesses increased because of in- InJury rates vary substantially The BLS survey a-so measured tor oS the U S economy noted the Mr Gainer presented the GAO
creases in employment and hours by company size, according to the the severity of workplace injuries survey estimate during testimony on a
of work in 1986 BLS survey by calculating the rate of lost Selz-employed persons, farms Senate version of an unpaid pa-

The industries with the highest For example, firms with between workdays per 100 fu-1-time work- with :euer than 11 employees and rental leave bill before the Senate
occupational inlury and illness 100 and 249 employees reported ers privaze households were not in- Labor and Human Resources Sub-
rates per 100 full-time workers the highest injury rate-11 0 per The lost workdays rate for all in- cluded in the BLS survey committee on Children, Families,

Drugs and Alcoholism The sub-
committee has held seven hearings
on the bill, S 249, since it was in-
troduced by Subcommittee Chair-
man Christopher Dodd, D-Conn ,
in January

Sen Dodd's bill would require

InsuringtheWoddoflrade federal, state and local govern-
ments and companies with 15 or
more employees to grant workers

...hme 4
up to 18 weeks of unpaid leave

5 over a 24-month period upon the
birth, adoption or serious health
condition of a child and up to 26
weeks of unpaid leave over a 12-

Wodd
1 1 W, 11 month period for an employee's

1: , 1 11  lili '111:Il lilli,1111111111111 MIVJ' .Ig''Illl own serious health condition

1. 11 1 '11 The bill also would require em-
1 1, '11,111,1 Ill 1 11 111 1, 1 ployers to continue health benefits

for a worker during unpaid leaveL lili 11,' #,11 , 1, i 111,1III 'I!, ''' ''lili,11''N 1111111111111 lilli  111'1111,1 1111,11111:111,111 on the same basis as if the em-

ployee were working Other bene-

4,11111 1111 lilli!,1111 11''lf' ' 1 +1* lili'1 11111'111111111'111 fits, such as life insurance and re-

11 111, " tirement plans, would not have to" 11, 111 1 111, lili 1 111, i''ll, , '' r 311111111 111,11111"11,1111111 lili: 1111 be continued

l,11 Fl' 11 11 A somewhat similar House ver-

IIi 11 111,1111 kl'iii sion of an unpaid parental leave

f

1 11 . 9 4,1 1 1311 111'r ''ll 11,1 11111,11,1111111'.1 bill was approved recently by the

f lilli '11 IR 1,111111'111.1 1,11
House Education and Labor Com-

mittee (BI, Nov 23) Under that

'lili,1,11,11  '1111,1''I''lilli),1,11,11,1 t 11,11111111 lilli,1111111 111111  1111111 bill, H R 925, companies with 50

" 11 "' i' 111 lilli lilli 111'' L I11 lilli or more employees would be re-
quired to grant to workers unpaid

1111 1 ' ' '111,1141 11 111
& 1,1 11''lilli, 1141 1,111111 11 lili leave of 10 weeks over a two-year1  i "<  ', , L'; '  1 11 I'ltl<311 2'1'  :,'",, , P   ' 11'I·fliV u' u ' , , 1 period after the birth or adoption

'i ''11,111 1 1,11111111,1 lilli, 1 1 1, 111, 1 1,1 1'' 111,1''I, of a child or to care for an 111 par-
1,11' i 1,1, 11 1, 11 1, 1 11 4111'llili; lilli 111 1,III'l ent or child Seriously 111 employ-'11 1,1111111 lilli, 1,1,11 2 Id.,1,1 lili ees would be entitled to 15 weeks
lili 11'' 11 ' 11 1 '1 11 011'ill 1,1"ll,1, 11 1111111,111
lili of unpaid leave in a year

111 '11111, Ill'lill Il g''ll'' 11111 S lillit  11 111 111'111 1111.1''ll'1111111,1,111 1111,1 Ill lilli' 1 Mr Gamer told the subcommit-

1 11 , 1 '111 tee that the cost for health care

11 11111 ' 111111 lili , I h 1 . 411 continuance for workers on unpaid111  11, 4,1, lilli '4' 11
11 111 1 1 lilli , 1 1 11 leave to care for new children

1 1111,111 1111,111,111,1111!11,1111 1, R ,  1 1 1 111111111 would be no more than $340 mil-
lion annually "This is an upper es-

I

11,1 l illi lili 1,1 1,111.1>111. lili 1 11/1 11111, timate and it is our belief that the

11 1 actual cost will be less," he said
The cost of granting unpaid leave1 11 lilli ill,1111 to workers to care for seriously 111

11 1,11, 11, 11111,111 1 11, i 11 1 1 11)1111111111 h'111171 I Ill I
children would be about $22 mil-

lion annually, according to theI:'A
GAO, and the cost of temporary

I'liltril I , H Ill, :,1 '1'' 1 Ill 0,111,1 111lilli 1 1,1111, medical leave would be about $138
million annually

 11

While opponents of the bill have

1 ' 1,1,1  1'1' ¢1!l'I 1, 1,' 4,111111' ' & r _..
said that it will force employers to

GEE &
J

CO 1 1 1 14 1,, , '' 1 lili L 1111111,11.1 ull incur significant costs to replace
11,11''I , 11'QI'll''ill workers on leave and subsequent

f.
S

productivity losses, Mr Gainer
said that GAO's analysis of S 249

0 "leads to the conclusion that there
£*4-1

SINCE C- Ier
will be little, if any, measurable

1887
Ri:13 1 net cost to companies resulting

C from a firm's method of adlusting
Z to the absence of a worker on tem-

0
a

CD WORLDWIDE INSURANCE COVERAGE FROM porary leave "
According to Mr Gainer, the

@ 18:13» iUm. H. fRE GEE*5°·,T GAO conducted a survey of about

*/TING *r= 80 firms in Detroit and Charleston,

S C to get a sense of how employ-

UNDERWRmNG MANAGERS SINCE 1887 :
Four Woric Trade Center, New York, N Y 10048

Atlanta · Bammore · Boston · Chicago · Clifton · Columbus

ers adjust to employees taking
temporary leave

The cost of replacement workers
Telephone 212-775-1300 · Telex 12-9249 · Fax 2 2-524-6805 was generally similar to or less

Dallas · Detroit · Hamilton, Bermuda · Houston · Los Angeles S e-3 -=-1-- , than the cost of the worker re-
New Orleans · New York Regional · Philadelphia · Pittsburgh % placed and, in general, "employers
San Francisco · Seattle · Syracuse · Toronto · Vancouver

Correspondents throughout the world

. did not believe that the use of a

replacement resulted in a signifi-
cant loss of output," said Mr
Gainer

Furthermore, "in most cases, no
Contznued on page 22



Are you getting the reinsurance
you're paying for?
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POLICY

Industry estimates suggest that much ofthe $50 billion in outstanding reinsurance
recoverables may never be paid!

The problem has become so prevalent,
it's now called "uncollectable reinsurance."

That's why most insurers' number one
concern has become the financial stability
of their reinsurer.
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With the backing of Swiss Re, we've
honored ourcommitments for 77 years.

At North American Re, our philosophy
is to provide reliable reinsurance to insurers
on a long-term basis.

That's why at North American Re, you
really do get what you pay for.

NO£TH AMERICAN

We Take Your Risk
Out Of Reinsurance.
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New Hampshire begins disbanding MAP
CONCORD, N.H.-New Hampshire is dismantling its mar-

ket assistance program for day-care and municipal liability
risks because of recent improvements in insurance availabil-
ity.

The MAP had been set up in October 1985 as a temporary
measure to help insurance buyers in the state find scarce
day-care, municipal and liquor liability coverages (BI, Nov.
11,1985).

In addition to providing market assistance, the MAP estab-
lished an insurance arrangement in which three New Hamp-
shire insurers and 20 out-of-state reinsurers voluntarily
shared the risks on a pro rata basis, according to Robert S.
Plumb, director of property, liability and licensing for the
New Hampshire Insurance Department.

The three primary insurers involved in the MAP-New
Hampshire Insurance Co. of Manchester, N.H.; Continental
Insurance Co. of Concord, N.H.; and The Home Insurance Co.
of Manchester, N.H.-wrote municipal, day-care and liquor
liabilities, respectively.

The day-care and municipal programs were suspended on
Nov. 1, said Mr. Plumb. However, the liquor liability pro-
gram will remain in effect, although availability is easing in
that line of coverage as well, he said.

Washington

Continued from page 20
replacement worker was hired," he

continued. "Instead, employers
tended to reallocate the work of

those on leave to other employees.
While some work was postponed or

delayed. . . .employers said that in
general, they felt they were able to
adjust to the situation."

OSHA eyes AIDS
The Occupational Safety and

Health Administration is seeking
data and opinions on the develop-
ment of a standard to protect
workers against bloodborne dis-
eases such as hepatitis B and ac-

quired immune deficiency syn-
dronne.

OSHA's information request,
which is called an advance notice

of proposed rule-making and was

published in the Federal Register
on Nov. 25, is the first step in its
rule-making process.

OSHA is seeking information on:
• Which occupations should be

covered? For example, should the
standard cover only employees in
health care facilities or should it

include others?

• How would the standard

apply to state and municipal em-
ployees? OSHA provisions do not
apply to state and local govern-

ments in their role as employers.
However, any state that wants to
administer its own job safety and

health program must cover its state
and local government workers with
standards at least as stringent as

those for private employees.
Currently, there are 25 OSHA-

approved state safety and health
programs that would have to either

adopt the new OSHA rule or de-
velop their own standard for state

and municipal workers.
• How many people are at risk

from exposure to these viruses in
the workplace, and which jobs
present the greatest risk?

• How are the viruses transmit-

ted in workplaces?
• What current methods are

being employed to control expo-
sure to these viruses in the work-

place?

• What personal protective
clothing and equipment should be
required?

• Should vaccination programs
be instituted?

• How should occupational in-
juries, such being pricked by a
contaminated hypodermic needle,
be managed?

• What type of medical surveil-
lance should be used?

• What kind of training and
education should be required?

Comments should be sent in qua-
druplicate to the OSHA Docket
Office, Docket No. H-370, Room
N-3670, 200 Constitution Ave.
N.W., Washington, D.C. 20210. I

Around the states

Eventually, the liquor liability program also will be eli-
mir.ated, he added.

Policyhclders that obtained coverage through the MAP will
be notified at least 45 days prior tc their policy expirarion
dates on where to go in the ccmmercial market to ob-
tain replacement coverage, said Mr. Plumb.

Insurance Commissioner Louis E. Bergeron announced his
intentions to begin dismantling the MAP at the Oetober an-
nual meeting of the participating insurers and underwriting
committee members, said Mr. Plunb

Mr. Pkmb cited imprived insirance market conditions,
the resolusion of tor. refcrm issues anc an increased willing-
ness of insurers to take risks as ir strumental in the MAP

phase-out.
-By Lauri Mazzura

N.Y. flex rating
NEW YORK-The New York Insurance Depanment will

hold a public hearing Dec. 18 to consider possible adjust-
ments to its flexible rating system and to evaluate the im-
pait of changing market conditions and practices.

Scheduled to begin at 10 a.m. in the Insurance Depart-
ment's New York office, testimony on several issues will be
heard, including:

• Whether current exemptions from flex rating or particu-
lai· flex bands should be modified.

• The re-emergence of cash-flow underwriting by insur-
ers.

• Repercussions of recent stock market volatility on rating
and market practices.

• Flex rating violations.
• Rating abuses or unfair competitive practices that may

be developing in the marketplace.
New York in 1986 adopted a hybrid of prior approval and

open rating approaches for most types of commercial liability
insurance called flex rating.

Under New York's flex rating system, rate changes within
broad flex bands can be made on a file-and-use basis, with
only rate changes above or below such bands requiring prior
approval before the proposed change can take place.

-By Douglas McLeod

JUDG
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French insurer privatization delayed
PARIS-Privatization of state-

owned French insurance com-

panies will proceed much more
slowly than originally announced
due to the worldwide stock market

tailspin.
Union des Assurances de Paris,

the first state-owned insurance

company to be listed on the French
stock exchange, known as the
Bourse, originally was scheduled
to be listed by the end of this year.

However, the public sale of the
company by the government has
now been postponed until some
time in 1988. While the exact date

is not yet known, many observers
believe the offering could be as

early as January if there is im-
provement in the stock market.

The privatization of a second
state-owned French insurer, As-
surances Generales de France,

Worldwide

could be delayed even longer be-
cause of the French general elec-
tion that takes place in the spring.

The delays in the privatization
program, announced by French Fi-
nance Minister Edouard Balladur

last month, are not just affecting
the insurance sector. Matra S.A.,
the defense contractor and elec-
tronics manufacturer that was to

be privatized last month, will not
be offered to the public until con-
ditions on the French Bourse im-

prove.

However, public interest in sell-
ing off stated-owned companies re-
mains high, sources say. It is now
estimated that there are about 6

million private investors in France,

or three times as many as a year
ago. Throughout 1987, three of the
five most actively traded com-
panies on the French Bourse have
been state-owned companies that

are newly privatized.
-By Denise Clavelour

Spanish insurer
MADRID, Spain-Corporacion

Mapfre Cia Internacional de Rea-
seguro S.A., the publicly traded
arm of the Spanish Mapfre insur-
ance group, went ahead with its 4.8
billion pesetas ($42.7 million) stock
issue at the end of last month de-

spite uncertainty in global stock
markets.

The company made the decision
on Oct. 20 -the day after "Black
Monday"-at its annual share-
holder meeting, said Corporacion
Mapfre Chairman Ignacio Her-
nando de Larramendi y Montiano.
The company did not foresee a
problem with the stock issue, Mr.
de Larramendi said, "but if there is

a problem we will cover it our-
selves."

The offering, which began Nov.
29, expires Dec. 28.

Corporacion Mapfre's major
shareholder, auto insurer Mapfre
Mutualidad de Seguros, has
guaranteed 60% of the offering.
However, "if there is another
crash, we will absorb it ourselves,"
said Mr. de Larramendi.

The Mapfre group's total pre-
mium volume increased 46% in the

first 10 months of 1987 to 56.7

--®EMPLOYERS REINSURANCE

Even the most careful judgment
doesn't eliminate risk.

But when your plan calls for
hitting the water, head first, a
hundred feet below, judgment
can help make sure water is
what you hit.

So you carefully judge every-
thing. From the wind resistance
to your mental resistance.
And when you're ready, you go.

That's what we've done

at ERC for over 70 years. And
that's why we're in such a strong
financial position today. And why
our Best's rating continues to
beanA+.

Now we've decided to take on

even more of those same, care-
fully calculated risks. Are we
ready for it?

Just take a look at our capacity.
Then, judge for yourself.

SK
Employers Reinsurance Corporation · 5200 Metcalf, Overland Park, Kansas 66201/Atlanta • Boston • Chicago • Columbus • Houston • Los Angeles · New York • San Francisco • Toronto

billion pesetas ($504.6 million).
According to information from

Alberto Manzano Martos, secretary
to the board of directors of Cor-

poracion Mapfre, the aim of the
new stock issue is to finance the

company's 1988 investment pro-
gram.

Madrid stock market sources say
insurance stocks have fallen an av-

erage of about 40% since the Oct.
19 crash. However, the sources say
the effect of the crash was exag-

gerated on the Madrid stock mar-
ket because of the market's relati-

vely low liquidity and the mas-
sive increase in foreign investment
in Spain last year prior to the
country's official entry into the
European Community.

The stock market sources add

that most Spanish insurers, which
generally are owned by banks or
other financial institutions, are

very profitable.
-By Maria Kielmas

Philippines storm
MANILA, Philippines-Property

damage from Typhoon Nina, which
battered the Philippines last
month, is still being determined,
but observers say losses will be
heavy.

The worst typhoon in Philippine
history killed close to 800 people,
with scores of others still missing
last week. Approximately 100,000
people were left homeless after the
storm hit the East-Central coast of

the nation on Nov. 26.

President Corazon Aquino has
proclaimed 11 provinces as disas-
ter areas, but because of the isola-

tion of the region and a lack oi
communication in normal times,

there were no damage reports from
some of the affected regions foul
days after the storm struck.

Virtually all power lines were
destroyed in Legaspi City, the cap-
ital of the Bicol region. Authorities
there estimate it will take three

months to restore power in urban
areas and far longerin ruralre-
gions.

-By Kathleen Barned
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How to control

Today's self-insured employer falls into

two categories: those already bitten

by COBRA claims, or those waiting to
get bit. If you want control over your

COBRA claims risk, Celtic has some
solutions.

C OBRAs administration headaches ,are nothing compared to the costly

nightmare self-insured employers face-
high claims from adverse risk selection.

Managing this risk seems almost

impossible: there's no past experience

and little means of reducing your exposure.

But Celtic Life Insurance Company,

the leader in post-termination health

coverages, has some solutions. Celtic has

a family of products that allows you to:
• Totally eliminate your COBRA

obligation for some beneficiaries.
• Reduce your claims risk for all

beneficiaries.

• Satisfy the spirit as well as the
letter of the law.

The intent of COBRA is to provide

persons terminating from an employer's

plans with access to group health coverage

and rates. That's just what these cover-

ages from Celtic do-while helping you

control your COBRA risk exposure:

Worldwide

Continized from previous page
the Australian telephone company,
is not insured for the estimated

$2 million Australian ($ 1.4 million
U.S.) it cost to repair lines that
Inre slashed by saboteurs.

Telecom says that under an act
of Parliament, the company is not
liable for business interruption
losses r data losses die to equip-
ment failures. It does not purchase
property insurance.

Late last month, an unknown
number of saboteurs familiar with

Sydney:s underground communi-
cations network slashed cables and

cut telephone service to hundreds
of businesses and sime apart-
ments. But, because they attacked
on a weekend and concentrated

their activity on the central busi-
ness dstrict, there was very little
bu. iness interruption. Automatic
teller machines outside some banks

WndE rwritten iy

Mr'
Celtic L. fe Insurar.ce Co.

298 Soum LaSalle,Stree.

Chicago, IL 60604 (312) 332-5401
Celtic is A rated by A.M. Best€ompany

were slightly affected, but Telecom
quickly diverted services around
the trouble spots while the damage
was being repaired.

A team of up to 200 technicians
worked for three days to repair the
damage.

-By Geoffrey Lee-Martin

Landoil dispute
MANILA, Philippines-Fraud

charges have been filed by the
Philippine Department of Justice
against Landoil Resources Corp.
and several of its officers.

The government alleges that
Landoil has failed to meet its fi-

nancial obligations. However,
Landoil President Ambrosio Col-

lado said the issue was a matter of

delayed payments, not fraud.
Landoil filed suit in December

1985 against Lloyd's of London, a

risk with Celtic

Transition CoverageSM offers
terminating beneficiaries an alternative

to COBRA coverage or no medical in-

surance at all. It's inexpensive major
medical protection on a temporary basis

for up to six months. And, it requires

beneficiaries to opt out of COBRA.

Continuation Coverage* extends

your health care program as required

by COBRA. However, the major part of

your claims risk is reinsured by Celtic (all

claims in excess of $2500 per beneficiary

annually up to your individual stop loss).

It's administered by your own TPA.

Conversion Coverage allows indi-

viduals terminating from Continuation

Coverage to convert to another major

medical plan.

Each of these coverages is a stand

alone product available separately or

combined. And Celtic doesn't require you
to purchase any other insurance, so you

only buy what you want.
For more information about how

Celtic can put you in control of your

COBRA risk, please send your business

card to Jim Daly.

1, an,i:;,1,1,· in all .Intrs. Off,·rcd imb Inrougli qualifird TPAs.
Firinoreinftirmati4 an:act Celtic

Lloyd's syndicate, broker Alex-
ander & Alexander Inc. and A&A

subsidiary Alexander Howden
Group Ltd. for allegedly not pay-
ing claims on a $50 million politi-
cal risk insurance policy (BI, Jan.
20, 1986). The suits are still pend-
ing in Philippine courts.

The claims arose from four con-
tracts into which Landoil entered

with state-owned companies in
Libya and Iraq, court papers show.

Former Landoil President Jose
de Venecia, who is now a Philip-
pine congressman and is named in
the suit, said the delay in payments
was the result of the failure of the

Middle East contractors to pay
Landoil.

-By Kathleen Barnes

Skandia profits
STOCKHOLM, Sweden-Skan-

dia International Insurance Corp.
predicts that its operating earnings
will decline by more than 36% this
year, in part because of the Octo-
ber stock market crash.

Predicting its 1987 results, the
company said operating profits are
expected to drop to 200 million
Swedish krona ($32.8 million at
current exchange rates) from 316
million Swedish krona ($46.8 mil-
lion at year-end 1986 exchange
rate)in 1986.

Reviewing Skandia Interna-
tional's fall report, President and
Chief Executive Officer Hans F.

Dalborg said that "the develop-
ment of the insurance operations
continue uniformly in the right di-
rection."

The company's strategic objec-
tive, he said, is to expand direct in-
surance and financial services op-
erations. With that in view,
Skandia has acquired a majority
holding in Danish insurer KGL
Brand, as well as an option to ac-
quire a majority of shares in The
Copenhagen Reinsurance Co. Ltd.

"Our reinsurance operations are
being reoriented toward specia-
lized niches where we can become

leaders in the market and thereby
improve profitability," Mr. Dal-
borg said. "This development
within the company permits me, in
spite of recent turbulence on the fi-
nancial markets, to view the future
development of Skandia Interna-
tional with great confidence."

The acquisition of a further 16%
of KGL Brand means that Skandia
International now holds a 51%

stake in the company. KGL
Brand's results will now be in-
cluded in Skandia's consolidated

financial statements, he said.
KGL Brand, founded in 1798, is

Denmark's seventh-largest direct
insurance group with gross pre-
mium volume of 1.1 billion Danish

krone in 1986 ($149.7 million at
year-end 1986 exchange rates). The
company operates throughout
Denmark and writes all classes of

business including life insurance
and reinsurance.

"We have confidence in the Dan-

ish market and we believe in KGL

Brand," Mr. Dalborg said.
Copenhagen Re has affiliates in

the United Kingdom, the United
States, Australia and the Far East.
Copenhagen Re's principal share-
holders are KGL Brand and Sampo
Mutual Insurance Co. of Finland,
which has ceded its rights to Skan-
dia International to enable the

Swedish company to have a major-
ity share in the reinsurance opera-
tion.

Gross premium volume of Co-
penhagen Re in 1986 was 1.7
billion Danish krone ($225.5 mil-
lion at year-end 1986 exchange
rate), of which just over half came
from property reinsurance.

"The acquisition of options (on
Copenhagen Re) is based on our in-
tentions to strengthen our Scan-
dinavian base in the reinsurance

sector while at the same time using
Copenhagen Re as a springboard
for other European operations,"
Mr. Dalborg said.

-By John Pany
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Most firms oppose Kennedy bill: Study
By JERRY GEISEL

NEW YORK-Sen. Edward Ken-

nedy, D-Mass., is coming up short
in his drive to win more business

support for his legislation to re-
quire all employers to offer group
health insurance coverage.

Some 83% of employers surveyed
by New York-based benefit con-
sultant William M. Mercer-Mei-

dinger-Hansen Inc. said they op-
posed the mandatory group health
insurance bill, S. 1265, introduced
by Sen. Kennedy.

Only 13% of 5,682 employers
who responded to the Mercer sur-
vey said they favored the Kennedy
bill, while 4% of employers were
undecided.

The Kennedy bill would require
virtually all employers to provide a
health care plan with at least pre-
scribed minimum benefits to their

employees and .their employees'
dependents on Jan. 1 of the second
year following the bill's enactment
(BI, May 25; June 29).

Of those employers opposed to
the bill, some 72% said they were
against Congress mandating any
employer-provided benefits.

"I was quite surprised at the
number of employers against the
Kennedy mandate," observed sur-
vey author Carson Beadle, a man-
aging director in Mercer's New
York office.

"There is something quite deep
at work. Employers don't want
someone to say: 'You must do this.'
We want to do this (offer coverage)
on our own without a mandate and

we will take the responsibility to
do so," Mr. Beadle added.

In fact, some 46% of respondents
said that employers alone or em-
ployers with their employees to-
gether should have the primary re-
sponsibility for providing coverage
to the non-elderly, compared with
12% who said employees alone
should bear the responsibility and
8% who said the responsibility be-
longs with the federal government.

The survey, which was con-
ducted in September, illustrates
that backers of the Kennedy legis-
lation still have not made much

progress in defusing employer op-
position, which is a necessity if the
measure is to have a chance of

passage during the current con-

gressional session.
When Sen. Kennedy, who chairs

the Senate Labor and Human Re-

sources Committee, introduced the

legislation in May, some thought
that the measure would attract

support from employers that al-
ready provide health care plans
exceeding the minimum levels of
coverage laid down by the Ken-
nedy measure.

In fact, the Kennedy bill did win
support from a handful of large
employers, such as Chrysler Corp.,
which said their health care costs

now are inflated because hospitals
pass on the costs of the uninsured
in the form of higher charges to in-
sured patients.

If all employers were required to
offer health care coverage to em-
ployees, as Sen. Kennedy wants,
supporters of the bill presume the
problem of cost-shifting would be
eased.

But many employers are skepti-
cal of that claim. In fact, a sub-

stantial majority of those employ-
ers surveyed by Mercer believe the
Kennedy legislation actually will
inflate their employee health care
costs.

Some 71% of employers said they
thought their health care costs
would increase if the Kennedy bill
were enacted.

Of those employers, 28% said the
cost increase would be significant
and 43% simply said health care
costs would rise.

However, 20% of employers said
costs would remain the same, while

6% were nct sure and 3% said costs

would decrease or decrease signifi-
cantly.

Employers were especially op-
posed to a provision extending

health care coverage to part-time
workers. Of employers opposed to
the measure, some 62% objected to

the provision that would require
employers to offer health insur-

ance coverage to part-time em-
ployees working as little as 17.5
hours per week.

Those employers say suct a pro-
vision would be costly and could
result in the elimination of part-
time jobs.

In fact, 25% of respondents said
it would te very likely that their

organizations would reduce the
number of part-time employees if
they were required to offer health
care coverage to those working at

.

'Employers don't
want someone to

say: "You must do

this," ' says
Carson Beadle.

least 17.5 hours a week, while 23%
said reductions in the number of

part-time workers was likely.
On the other hand, 40% said they

were unlikely or,very unlikely to
reduce the number c f part-time
employees if health care coverage
for those workers were federally
mandated Another 1246 weren't

sure what th e effect of a federal

health care mandate would be on

the number of part-time workers

they employ.

While companies vary in the
minimum number of hours they re-
quire a part-time employee to
work before he or she is eligible for

health care coverage, it is unusual
for companies to allow those work-
ing fewer than 20 hours a week to
participate in a group plan, con-
sultants say.

Because of employer opposition,
Kennedy staffers, who have shown
interest in the views of the busi-

ness community, are considering a

variety of new approaches to pro-
viding coverage to part-time em-
ployees, Mr. Beadle said.

Under one approach now being

considered, employers would only
have to offer coverage for cata-
strophic expenses for part-time
employees-those working be-
tween 12 and 30 hours a week.

Under another approach, coverage

only would have to be provided to
those working at least 20 hours a
week, Mr. Beadle said.

Some 55% of respondents op-
posed to the measure said not

enough thought has been given to
the proposal's broad economic im-
plications for the country.

And, some 47% of those opposed

said a provision that limits how
much employees can be required to
contribute toward coverage would
be too costly for employers.

Under the measure, employees
could be required to pay no more
than 20% of the premium for indi-
vidual or family coverage. And, in
the case of low-wage employees-
those who earn less than 125% of

the federal minimum wage-the
employer would have to pay 100%

Continued on next page
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of the premium.
The survey found that 33% of respondents said their

corporate plans required employees to pay more than
20% of the premium for individual or family coverage,
while 7% weren't sure.

On the other hand, 60% of respondents said their
plans did not require employees to pay more than 20%
of the premium for coverage.

A relatively small percentage-24%-of those op-
posed to the measure said the mandated benefits were
too generous.

Under the proposed measure, the maximum annual
deductible for individual coverage generally would be
$250, while the maximum family deductible would be
$500. Above the deductibles, employees could be re-
quired to pay 20% of costs for covered services with an
annual $3,000 stop-loss limit on out-of-pocket ex-
penses.

A surprisingly high percentage of employers-56%-
said their health care plans now meet the major mini-
mum requirements established by the Kennedy bill.
Another 40% of employers said their plans did not
cornply, while 4% were not sure.

This relatively high percentage of employers that say
their plans meet the major coverage requirements in
the Kennedy bill contrasts with a survey conducted
earlier this year by consultant Towers, Perrin, Forster

& Crosby Inc. In that survey, none of the health care
plans offered by 74 employers provided all the benefits
required by the Kennedy bill (BI, Aug. 31).

The reason for this apparent discrepancy is that
TPF&C asked employers if their plans were in com-

pliance with all the requirements set by the Kennedy
bill, including free coverage for well-baby care and a

30-day maximum waiting period for coverage.
Mercer, by contrast, asked employers if their plans

complied only with the general requirements in the
Kennedy bill establishing maximum $250 and $500 de-
ductibles, placing a $3,000 cap on out-of-pocket em-
ployee expenses, capping employee premium contribu-

tions at 20% and providing coverage to those working
more than 17.5 hours.

As would be exjected, employers that favored the
legislation were more likely to provide health care
plans that comply with the Kennedy bill's major cover-
age requirements than those opposed.

For example, some 76% of employers endorsing the

legislation said their plans meet the Kennedy bill's
coverage requirements, while 52% of those against the
legislation said their health care programs meet the
bill's requirements.

Summaries of the survey: "Mandated Health Insurance
for U.S. Workers," are available from any local William
M. Mercer-Meidinger-Hansen Inc. office.
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Health benefit costs

unstable: Consultants
By KARI BERMAN

NEW YORK-Employers will be
searching for more health care
cost-containment strategies as
medical care costs are expected to
continue rising in 1988, according
to employee benefit consultants.

"We are at the worst point ever
in terms of health care inflation,
with health care cost increases

possibly reaching 20%," Theodore

J. Nussbaum, a principal at the
New York office of· Coopers & Ly-
brand, said last month at an execu-
tive briefing on benefits sponsored

by the accounting and consulting
firm.

In his discussion of rising health
care costs, he identified some of

the primary factors responsible for
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employers' increasing benefit ex-
penditures:

• Retiree benefits. "The cost of

retiree health care benefits has in-

creased dramatically since they
were introduced 20 years ago," Mr.

Nussbaum explained.
According to the U.S. House of

Representatives' Select Committee
on Aging, estimates of future
health care benefit liabilities for

current retirees vary from $125
billion for all U.S. companies to as

much as $2 trillion for the largest
500 industrial corporations alone,
Mr. Nussbaum reported.

The Fortune 500 corporations
only have aggregate assets of $ 1.3
trillion, he pointed out.

• The aging work force. The av-
erage age of those in the workforce
is increasing and will continue to
rise as the Baby Boom generation
remains in the workplace longer.
Because older people have more
health care needs that often are

more costly as well, companies
with health benefit plans must pay

the price, according to Mr. Nuss-
baum.

• Technology. Although modern
medical technology prolongs life
expectancy while improving the
overall quality of life, it is also
costly for employers with health
care plans, Mr. Nussbaum said.

He advises companies to control
employees' expenditures by con-
ducting claim audits, making sure
that employees are not receiving
unnecessary, expensive treatment.

Managed care systems, like
health maintenance organizations
and preferred provider organiza-
tions, are two options demonstrat-
ing success at controlling medical
care Costs, Coopers & Lybrand ex-

perts concur
HMOs and PPOs are successful

at lowering costs because they re-
duce the use of traditional health

care services. According to Mr.
Nussbaum, one measure of the use
of health services is the number of

days spent in the hospital per 1,000
people with medical claims. HMO
members only spend an estimated
400 days per 1,000 people in the
hospital, whereas the general pop-
ulation spends more than 900 days
in the hospital per 1,000 individ-
uals.

"HMOs were developed in re-
sponse to rising costs and are a
good alternative to indemnity
plans," said Catherine E. Egan, an
actuarial, benefits and compensa-
tion consultant in the New York

office of Coopers & Lybrand.
"From June of 1984 to June of

1986, the number of HMO members
doubled and by the end of 1987, an
estimated 29 million will exist,"
she added.

"Because utilization costs are

lower in HMOs, there is a positive
impact on company employee ben-
efit costs because claims are not

as high," she added.
However, she also pointed out

that HMOs, tend to attract better-

risk employees than traditional
fee-for-service plans.

"HMOs often appeal to younger
and healthier employees because of
the child care benefits often co-

vered," Ms. Egan explained.
Also, younger employees are less

likely to have strong ties to their
doctors than older people, making

it easier for younger people to ac-
cept medical care from a new phys-
ician.

But she noted that "employee
benefit costs can't be contained

with the low-risk employees going
to the HMO while the poor risks
remain in the indemnity plan."

And, she urged employers to be
selective about HMOs, recom-

mending older and more estab-
lished HMOs with solid utilization

track records. •
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Bath room can be safe haven

in high-rise hotel fires: Scholar
By MICHAEL BRADFORD

COLLEGE STATION, Texas-
An associate professor at Texas
A&M University has developed a
system he oelieves will save lives in
nigh-rise hotel fires.

Larry W. Grosse, who calls his
plan the "high-rise hotel fire re-
fuge concept," says it is a simple
method 01 using the hotel room's
oathroom to creaze a safe haven

from toxic gases produced by a
fire.

Mr. Grosse. who is an architect, a
volunteer fireman an :1 an associate

professor in the department of
.onstruction sciences at Texas

A&M said case studies of hotel
fires like those that claimed a total
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of 110 lives in 1980 at the MGM

Grand Hotel in Las Vegas, Nev.,
and at the Stouffer Inn in Harm-

son, N.Y., show that most of the
deaths were from gases produced
by the fire (BI, Dec. 1, 1980; Dec.
15, 1981).

*'What was causing the deaths
were the toxic fire gases, not the
fire itself," said Mr. Grosse. So he
figured, "Hey, if we can prevent
the migration of the gas, we can
solve a lot of the problems."

The plan is outlined in a disser-
tation Mr. Grosse prepared as a re-
quirement for his doctorate in
urban and regional science. He
plans :o approach hotel chains
with his idea soon, he said.

Mr. Grosse's system involves
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sealing off the bathroom and using
its exhaust fan to pump in fresh
air. If a hotel guest could not evae-
uate the building safely, he could
take refuge in the bathroom and
survive from air supplied by the
system until help arrived or the
fire was extinguished, he ex-
plained.

"Every hotel has a bathroom,"
said Mr. Grosse, and building
codes require that the bathrooms
be equipped with exhaust fans.

By simply reversing the direction
of the fan, fresh air could be drawn
into the bathroom automatically
after a fire alarm is sounded, Mr.
Grosse explained. Hotel bathrooms
are "tightly constructed," he said,
and could effectively protect an
occupant from toxic gases that
might be swirling in the hotel
room.

An occupant could remain in the
bathroom until an all-clear signal
was sounded or they were eva-
cuated by fire department person-
nel, according to Mr. Grosse.

The system would be inexpen-
sive, he added, because it would
have "very few moving parts, per

The system involves

sealing off the
bathroom and using

its exhaust fan to

pump in fresh air.

se." A hotel that installed the sys-
tem would be able to use existing
ducts to pump fresh air into the
hotel, he explained.

Another facet of Mr. Grosse's

plan is a communications system
that would allow a guest to push a
button on a control panel in the
bathroom to find out where the fire
is located in the hotel and how to

evacuate if possible. The communi-
cations system would not only alle-
viate some of the occupant's ap-
prehension about the extent of the
fire, but would enable rescuers to
identify the exact location and
condition of guests and attend to
thelthose in greatest danger first.
-1!1*alling such a system would

notl 'require "a lot of remodeling,"
he Memarked. "It would just be a
matter of pulling the wiring
through the building."

Mr. Grosse said his refuge system
could be particularly effective for
saving lives on the upper floors of a
hotel.

The fire that ravaged the MGM
Grand and claimed 84 lives began
in the hotel's delicatessen and

"studies show it burned a long
time before being detected," Mr.
Grosse remarked. When the flames

reached the casino, they raced
across the floor at an estimated
rate of 17 feet per second, he said.

Deaths at the MGM Grand were

attributed to toxic gases as high as
the 23rd floor, although there was
no smoke damage to rooms, said
Mr. Grosse.

Toxic gases including carbon
monoxide and hydrogen cyanide
are produced by burning carpet
padding, dry wall, plastics and
other materials commonly found in
hotels, he explained.

Mr. Grosse concedes that his

concept faces one towering obsta-
cle: the human instinct to survive.

Hotel guests trapped in fires often
react by trying to get out of the
burning building at all costs, he
acknowledged.

Mr. Grosse recalled that during
his stay at a high-rise hotel several
months ago, a false fire alarm woke
up guests. "My first instinct was to
get out of there," he said. m



Int[ducing directors
coverage   Worft add

insult to injury
A chair on the board of directors isbecoming one of the hotter places to sit. Worse,

directors liability policies havebecome hadto get, efpensiveto renew and less sure ofproviding-
the needed coverage.

Ifs time for a change. So Ena is bringing substantial new D&0 capacity to the
marketplace. And standing behind Ena is ERIC Reinsumnce Company (asubsidiary of Executive
RE, Inc.),a creative new Ieinsulance approach.

ERIC is domestic andcommitted exdusivelyto providing LEtna with long-term,
stable capacity That means a return to consiMent, reasonable premiums. And coverage that
won't suddenly. evaporate. Now or in the future.

The stability of kEtna eden(Isbeyond pmmium andavailabiliM. Our integrated
underwriting andclaim handling, provi(led thmugh /Etna's new underwriting manage ERMA
(Executive Risk Management Associates), is designed specifically to avoid coverage disputes.
So you knowyourD&0 is there when ifs neededthe most.

We're in this business to be yourpathers, notyour adversaries. And we're proud to
offer a new breed of stable, consistent and reliable I)&0 coverage.

To learn more, call or write: ERMA, 82 Hopmeadow Skeet, P.O. Box 2002, Simsbury
CT 06070 (203) 24*8900.

/Etna/Executive Risk Management Associates. Backed by ERIC, a creative new reinsurance approach. ' - 1=

'11)e B,w Casualty and Surety Compa,iy
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company's overseas operations.
Mr. Davidson left Bain Clarkson

about a month ago. His respon-
sibilities will be assumed by Jon-

athan Hagger, Bain Clarkson's fi-
nance director, according to Bain
Clarkson Chairman Simon Arnold.

Mr. Davidson "will be working

closely with Anthony Howland-
Jackson" at HRGM, the company
said. Mr. Howland-Jackson, for-

mer deputy chairman of Bain
Dawes, was appointed deputy
chairman and managing director of
HRGM earlier this month.

Meanwhile, the on-and-off de-

parture of a team of political and
credit risk insurance brokers from

Hogg Robinson to rival broker
Lloyd Thompson Ltd. P.L.C. seems
to be on again.

Hogg Robinson announced in
October that it had "curtailed" the

departure of 17 employees from its
poliiical risk division (BI, Oct. 12).
However, market sources say some
of the employees have resigned
from Hogg Robinson and already
are on Lloyd Thompson's payroll.
Under their contracts with Hogg
Robinson, the employees cannot
start work with Lloyd Thompson
until next April, sources say.

Officials from Hogg Robinson
and Lloyd Thompson would not
comment on the situation.

London

Chase Manhattan LOCs
Chase Manhattan Bank N.A. has

stopped offering letters of credit to
London underwriters that partici-

pate on multiple-party North
American reinsurance contracts.

Chase Manhattan will sell its

North American LOC program re-
lated to multiparty reinsurance
contracts to Barclays Bank for an

undisclosed sum by year-end, ac-
cording to Richard Hogsflesh, vp of
Chase Manhattan in London.

Until Barclays is approved by
U.S. regulators, Chase Manhattan
will confirm Barclays' letters of
credit.

Chase Manhattan began its LOC
operation for the London market
about four or five years ago to
compete with Citibank's successful
North American LOC program for
the London market, Mr. Hogsflesh
noted. However, Chase Manhattan

"never received the support that
the London market promised," he
said. Chase Manhattan's LOCs in

this area only totaled $60 million,
"which is a drop in the ocean com-
pared t6 Citibank," Mr. Hogsflesh
said.

Broker regulations
Lloyd's of London's new broker

regulations will not force small

Lloyd's brokers out of business or
in,to mergers with larger com-
panies, says Lloyd's Deputy Chair-
man Alan Parry.

Proposed broker regulations
were published by Lloyd's last
month. The proposed rules cover
the ownership, control and opera-
tion of Lloyd's brokers and impose
strict financial requirements (BI,
Nov. 23).

"Brokers are the lifeblood of

Lloyd's and the smaller ones,

which often handle highly specia-
lized business that is important to

the market, epitomize the entre-
preneurial spirit which is one of
our traditional strengths, and their
demise would not be in the inter-

ests of the market as a whole," said
Mr. Parry last month at a dinner

held by the Institute of Chartered
Secretaries & Administrators.

Mr. Parry also pointed out that
Lloyd's underwriters and brokers

contributed 2.5 billion pounds
($3.7 billion at applicable ex-
change rates) to the United King-
dom's balance of payments in 1986,
an amount equal to 26% of the net
overseas earnings of Britain's en-

tire financial sector.

Fire damage
Fire damage in the United King-

dom cost 134.9 million pounds

($242.8 million) during the thi.d
quarter of 1987, according k the
Assn. Df British Insurers.

The losses, which include both

insured anc uninsured damage but
do r.o: take into acount bis.ness

interruption losses: are a 10.6% in-
crease from second-quarter dam-
ages, said the ABI.

There were 27 fires that caused

damage exceeding 750,000 pounis
($1.35 million) from July throush
September.

Overall fire damage for the first
nine months of 1987 totaled 37( 6

mill.on pounds ($677.9 million), an
increase of 4.6% from the corre-

sponding nine months of 1986.

Broker-bank venture

Lloyd's of London broker C.E.
Heath P.L.C. is forming a join:ly
own€d company wilt London-
based Midland Bank P.L.C. to pro-
vide financial risk managem€nt
products.

The company will be formed in
Bermuda in January and "reecg-
nizes the trend towards she use of

funding techniques arc the fin:n-
cial management of risk in the in-
ternational marketplace," accird-
in t© C.E Heath.

For example, companies stat
must retain large amounts of 1_a-
bility risks, such as Trofessional
liability, will be able -c 'manage"

:his deductible by paying "annual
premiums ' of, for Examfle, a fifth
of the deductible for five years,
said Heath Finance Direztor Fezer

Prestand.

If, at the end of the specified pe-
iod: a claim has not be.IL filed. the

policyholder will receive most of
its premium back. If a claim occurs

D

during the five-year period in ex-
cess of the premiums paid and in-
vestment atready accrued, the re-
mainder of the deductible must be

paid by the pilicyholder, Mr. Pres-
land added.

Midland will own 59% of the new

company and will have overall
con:rol of marketing, sales and in-
vestment management. C.E. Heath
will provide :echnical support and
spezialized administration ser-
vices, including underwriting, ac-
cording to a statement from C.E.
Heath.

Jeffrey Ccoper, head of Mid-
land's financial institutions group,
will be the company's chairman.

The company will be capitalized
at between $10 million and $20

million, said Mr. Presland.
The joint venture will not be a

competitor with Pinnacle Reinsur-
ance Co., a Bermuda-based Heath

subsidiary specializing in financial
reirsurance products, said Michael
Burton, Heath secretary.

The joint venture "will be mar-

keting to multinationals rather
than insurers. Pinnacle offers simi-

lar skills concerned with reinsur-

ance," he explained. "Because the
skills involved are very similar,
Pinnacle will have a major role to
play" in the joint venture, he
added.

Meanwhile, C.E. Heath last

month reported a slump in its in-
terim pre-tax profits to 9.3 million
pounds ($16.7 million) for the six
months ended Sept. 30. Restated
profits for the six months ending
Sept. 30, 1986 were 16.5 million
pounds ($24.4 million at applicable
exchange rates), including Heath's
merger with Fielding Insurance
Holdings Ltd.

Revenue, including investment
income, for the first six months fell

18.9% to 47.3 million pounds ($85.1
million) from a restated interim
revenue last year of 58.3 million
pounds ($86.2 million).

Much of the loss is due to em-

ployee resignations in the fall of
Continued on next page
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1986, said Chairman Richard

Fielding.
"It is no secret that the greatest

impact of this has been seen in the

North American property and ca-
sualty wholesale operation, where

not only did the group lose an im-
portant broking team but also suf-
fered as a result of the decision by
several major U.S. casualty clients

to opt for self-insurance or more
favorable terms from U.S. domes-

tic insurers, rather than place their
business into the London market at

all," he added.

Increased scrutiny
The British Department of Trade

and Industry, which oversees the
British insurance industry, is in-
creasing surveillance of insurance
companies following the October
stock market crash, observers say.

Usually, the DTI checks the fi-
nancial condition of U.K. author-

ized insurers once a year a DTI

spokesman said. However, some
categories of companies-those
that are newly established, have
recently changed ownership or are
in some sort of financial difficulty
-are monitored on a quarterly
basis, he added.

The spokesman confirmed that
the DTI was being "extra careful"

in its monitoring process "in the
light of recent events," including
the stock market crash.

Meanwhile, one British life in-

surance company has already had
to trim staff and cut dividends to

policyholders as a result of the
crash.

London Life Assn. has laid off

100 employees to reduce costs, the
company announced late last
month.

Bradstock acquisition
Lloyd's of London broker Brad-

stock Group P.L.C. plans to ac-
quire Professional Indemnity
Group for 1.5 million pounds ($2.7

million).

Professional Indemnity Group
specializes in placing professional
liability coverage for accountants

and architects and reported bro-
kerage revenues of 463,000 pounds
($717,650 at applicable exchange
rates) for the year ending April 1.
Pre-tax profit totaled 222,000
pounds ($341,000).

"The proposed acquisition will
strengthen Bradstock's direct in-
surance broking and complement
(its) existing professional indem-
nity account," according to a com-
pany statement.

Ronald Hart, who founded Pro-

fessional Indemnity Group in 1958,
and two of his colleagues will re-

main as employees of the group
and will enter into service agree-
ments for terms of not less than

two years, the statement adds.

The acquisition of Professional
Indemnity Group will be funded by
the issue of 69,790 new ordinary

shares and the payment of 1.36
million pounds ($2.45 million) in
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AIDS testing
British life insurance companies

may need to require life insurance
applicants to undergo blood tests
for AIDS, according to the British
Institute of Actuaries.

A working party set up by the in-
stitute to examine the impact of
acquired immune deficiency syn-
drome on the British insurance in-

dustry is expected to recommend
this month that all applicants
seeking life insurance coverage ex-
ceeding a specified amount be
tested for AIDS, said a spokeswo-
men for the institute.

That amount may be abo·ut

50,000 pounds ($90,000), she said.
Also, insurance companies will
have to include a question to en-
sure they are aware of people with
more than one policy, she added.

Underwriters must seek to ex-

clude all carriers of human im-
munodeficiency virus, which is be-

lieved to cause AIDS, said Chris

Daykin, chairman of the working
party, at the Medico Actuarial
Symposium in London last month.

In addition, underwriters must

try to exclude people likely to ac-
quire AIDS by asking more de-
tailed lifestyle questions on appli-
cation forms, he said.

Broker buyback?
The management of Lloyd's of

London broker Lowndes Lambert

Group Ltd. is discussing the possi-
bility of buying the company from
its new owner, TSB Group P.L.C.

Lowndes Lambert's former par-
ent, Hill Samuel Group P.L.C., was
acquired by British financial con-
glomerate TSB last month for 770
million pounds ($1.4 billion), fol-
lowing an unsuccessful takeover
bid by Union Bank of Switzerland.

Now, talks are under way be-
tween the managementsof
Lowndes Lambert, Hill Samuel
and TSB to sell the Lloyd's bro-
kerage operations to its existing
management, confirmed Peter Ray,
Lowndes Lambert's secretary.

Lowndes Lambert's personal
lines brokerage company, Hill
House Hammond, would remain

part of the TSB group, said Mr.
Ray.

Lowndes Lambert produced a
pre-tax profit of 4.5 million
pounds ($7 million) for the year
ending March 31, 1987, with bro-
kerage revenues of 35 million
pounds ($54.3 million), said Mr.
Ray. The company has about 900
ennployees.

Manager suspended
An in-house investment manager

for five Lloyd's of London syndi-
cates is under suspension pending
an internal audit of the syndicates'
funds.

Underwriting agents Barder &
Marsh have advised members of

syndicates 62, 601, 633, 635 and

636 of "a capital loss" in the syn-
dicates' funds.

"This depreciation has arisen in
the U.S. dollar funds of our five

managed syndicates as a result of
transactions by our in-house fund
manager mainly during the second
quarter of this year. Approxi-
mately 75% of the U.S. dollar funds
have been handled by our own
fund manager," says the letter.

In particular, rnortgage-backed
securities were affected by interest
rate fluctuations. "Therefore, the
trustees decided to sell and realize

a loss rather than hope things
would improve before the year-
end," according to the letter.

The greatest loss is to members
of syndicate 635, who face a loss of
$1,289 on each $10,000 in premi-
ums underwritten, according to
Barder & Marsh.

However, "whilst this matter

will clearly have an adverse effect
on the final check to the names,

our preliminary estimates at this
stage indicate that all our managed
syndicates will still show favorable
results for the 1985 account," the
letter adds.

Building lauded
The new Lloyd's of London

building, designed by Richard
Rogers, has won the Financial
Times award for industrial and

commercial buildings.
The Lloyd's building was pre-

sented the 1987 Architecture al

Work Award because "Lloyd's was

by far the most important" of th€
81 British buildings entered in the
competition, according to the
judging panel.

"The jury feels that the Lloyd's
building has achieved an architec-

tural excitement rare in the City 01
London. The architects have madi

revolutionary use of the language

of technology and the award re-
cognizes that London has gained 8
tour de force of design and con-
struction," said a statement. I
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Notre Dame at Army. Few thoight the Irish had a fighting chance
But that was before Notre Dame unleashed its secret weapon- the
forward pass. In the game's las. half, quarterback Gus Dorais and
star receiver Knute Rockne dazzled the crowd. Thirteen times

Dorais put the ball in the air for ten completions. And when No:re
Dame engineered its historic 35 -13 triumph over Army, Allendale's

engineers had been leading a winning team for eight decades.
In a changing world where events like this shape history this is

our way of reminding you of one progressive. stable company that's
been in businzss since 1835.

Today at Allendale, we continue to shape the history of loss con-
trol with ergineering, training, research ard testing, responsir eness



I .

ile had been tackling loss control problems for 78 years.
and fairness in the way we do business.

Throughout the years we've been more than an ordinary insur-
ance 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.

For a free 22" x 12" reproduction of the illustration, write on your
company stationery to Michael C. Mcintyre, Allendale Insurance,
RO. Box 7500,Johnston, Rhode Island 02919.

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



WHYARE PIONEERS
ALWAYS UNDERATTACK?
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BEL-AIRE INSURANCE COMPANY

Cash-Cashing Account
Cash-Money Market

Account
Certificate of Deposit
Notes Receivable
Computer Equipment
Accrued Interest

Receivable
Agents' Balances

Totals

ASSETS

NOTNON

LEDGER LEDGER ADMITTED
ASSETS ASSETS ASSETS

$ 10.013 $ $
470,438
400,000
499,500
103,095

$15.485

_1,350,289 -
$2,833,326 $15,485

LIABILITIES, SURPLUS AND OTHER FUNDS
Direct Loss Reserves
Federal Taxes Payable
Reinsurance Payable
Unearned Premium

Total Liabilities

Capital Paid-UpGross Paid In and Contributed Surplus
Unassigned Surplus

Total Liabilities Surplus and Other Funds

NET

ADMITTED
ASSETS

$ 10,013

470,438
400,000
499,500
103,095

15,485
1,350.280

$2,848,811

$ 282,216
68.000

551,638
844,969

$1,746,823

$ 400,000
591,375

_110.613
$2,848,811

THE FIGURES REPRESENTED ON THIS DOCUMENT ARE THEASSETS, LIABILITIES, SURPLUS AND OTHER FUNDS AS DETER-MINED IN THE OFFICIAL AUDIT CONDUCTED BY THE MISSOURIDIVISION OF INSURANCE AS OF 9/30/87.

Who gets shot at first? Those who are out
in front blazing new trails.

There are always special interest groups
who feel their position of control will be
jeopardized when new trails are opened. We
knew this when we decided to get into the
uncharted course of Risk Retention. Change
was inevitable. Bel-Aire was formed.

The first salvos have been fired. We have

been hit. But we're fighting back-with facts
and figures.

If you're interested in fulfilling the need as
recognized in the Risk Retention Act of 1986
by the U.S. Government-If you're interested
in doing business with a pioneer-If you're
interested in a company willing to stick its
head above the crowd... Call Bel-Aire Insur-
ance Company to get the facts!

BEL-AIRE INSURANCE CO.
10420 Old Olive Street Road, RO. Box 669667
St. Louis, MO 63166-6962 314-997-3660

1-800-231-4545 dial 7772
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ASK A BENEFITS ACTUARY
Pension contributions

may not be hiked by crash

Q How will the stock market

crash affect pension

contributions and net periodic
pension cost?

This question comes from the

panicked financial officer of a

A company that sponsors a defined
benefit pension plan.

The pension fund was heavily
invested in the stock market,

- which nose-dived on Oct. 19 and

has experienced heavy losses on a
market basis from Oct. 19 to today. The financial
officer is concerned that these market losses will

dramatically increase the plan's minimum cash
funding requirement and the company's annual
charge to earnings for pensions under Financial

Accounting Standard 87, the net periodic pension
cost.

The market losses will not necessarily increase the
cash funding requirement and the net periodic
pension cost relative to the prior year for several
reasons.

First, the net periodic pension costs and cash

funding requirements are determined for each year
based on a "snapshot" of the financial condition of
the pension plan on one day during the year;
namely, the valuation or measurement date. When

the value of the plan assets on the valuation date
prior to Oct. 19 are compared with the value of
assets on the valuation date following Oct. 19, it
may well be that there has been little or no loss in
the asset values (due to the offsetting run-up in

stock prices prior to the crash). If so, the cash

funding requirements and net periodic pension cost
would not increase dramatically due to the market
crash.

Second, many actuaries use an asset valuation
method other than a market valuation for the

purpose of determining either the minimum cash

funding requirement or the net periodic pension
cost.

These asset valuation methods typically aim at
smoothing out year-to-year fluctuations in asset
values and avoiding wide swings in cash funding
and net periodic pension costs. If a plan uses one of
these asset-smoothing methods for its funding or
expense determinations, it may well be that the

A plan's funded status or prior
contributions in excess of the

minimum requirement may offset the

impact of the market crash on the

minimum funding requirement.

contribution and expense will not be greatly
affected by the market crash.

For plans not using one of these smoothing
methods for expense or contribution
determinations, it may be possible for the sponsor to
adopt a smoothing method for the first valuation
subsequent to Oct. 19, and thereby minimize the
impact of the market crash on contributions and
expense.

For funding purposes, a change in the asset
valuation method typically requires approval by the
Internal Revenue Service; however, under certain
circumstances the IRS grants automatic approval to
these method changes. For the expense
determination, the change on an'asset valuation may
have to be reviewed by the plan sponsor's auditor
and be disclosed in the company's financial

statements as a change in accounting method.

Finally, a plan's funded status or prior
contributions in excess of the minimum requirement
may offset the impact of the market crash on the
minimum funding requirement. After the crash, the

plan may still be fully funded and have a zero
contribution requirement. Or, it may be that prior
years' contributions have exceeded the minimum
requirements in those years to the extent that no
contribution is required for the year following the
crash.

In summary, the market crash is by no means
a cause for panic. The impact of the market crash
should be carefully reviewed by an actuary to assess
the change in expense or funding requirements.

Would you like advice from an experienced colleague
on a risk management, benefit management or actuar-
ial problem? Four features in the Perspective section Of
Business Insurance can give you some answers.

Ask A Casualty Actuary, Ask A Benefit Actuary,
Ask A Benefit Manager and Ask A Risk Manager an-
swer written questions from readers on risk and bene-
fits management issues and actuarial problems.

This month's column, on actuarial

issues in the benefits field, is written
by William J. Miner, an actuary with
The Wyatt Co. in Chicago. Richard E.
Sherman, a principal with Coopers &
Lybrand in San Francisco, answers
actuarial questions in the casualty
field. Ratph F. Perry Jr., vp and direc-
tor of Tisk management at Amfac Inc.
in San Francisco, answers risk man-

agement questions. And, Joseph W.
Mr. Miner Duva, director of employee benefits at

Allied-Signal Inc. in Morristown, N.J.,
answers benefits management questions.

Mr. Miner's and Mr. Sherman's columns appear alter-
nately on the first Monday Of each month. Mr. Duva's
and Mr. Perry's columns appear alternately on the sec-
ond Monday of each month. Mr. Miner's next column
will appear in February.

Address your questions to ASK Business Insurance,
740 N. Rush St., Chicago, Itt. 60611. Please give us your
name, title and employer; however, Business Insurance
will consider unsigned letters.

Four factors determine loss severity
The following question and answer

are drawn from the curriculum for the

Associate in Risk Management

designation awarded by the Insurance
Institute of America. They represent
the type Of question asked-and the
possible answers-in one of the three

ezaminations for the A.R.M.
designation.

This month's material, drawn from a
May 1987 national examination,

considers the factors affecting the
severity of a family's net income losses

as they relate to various perils.

Q: The factors that determine the

severity of a family's net income losses
can be much the same, regardless of
what peril-death, disability,

unemployment or retirement-causes
these losses. However, these factors

vary in importance depending on the

peril.
• Identify and describe the

significance of four factors that

determine the severity of the net
income losses a family with young

children is likely to suffer if its
primary breadwinner is disabled for a
substantial period.

• With respect to the severity of this

AR.M. exercises

family's net income losses, explain in
detail how the significance of the
factors identified in your answer to

the fir.st question are likely to change
and also the importance of any
additional factors if, instead of being
disabled, the primary breadwinner
dies or becomes unemployed.

A: • Four of the factors that

determine the severity of a family's net
income loss based on the disability of
the family's breadwinner include:

7 The duration of the disability.
8,0 The degree of disability.
7 The breadwinner's income.

1,0 Extra expenses arising from the
disability.

An additional factor that needs to be

considered is whether another family
member can either return to work or

increase the amount of work they do
outside the home.

Clearly, the longer the duration of
the breadwinner's disability, the
higher the net income loss will be.
Similarly, if there is a high degree of
disability, the net income loss will be
more severe than if the disability is
relatively slight, thus not severely
impairing the breadwinner's earning

power.

A family's expenses necessarily
reflect the breadwinner's income. The

higher the breadwinner's income is,

the more severe the family's net
income loss will be in terms of a dollar

amount.

Obviously, a low-income family

could suffer a catastrophic loss that is
lower than-that is, less severe

than-a family with a very high
income.

Finally, the extra expenses
necessitated by the disability affect
the severity of a net income loss. The

higher these expenses are, the more
severe the loss will be.

• The four factors mentioned above

would be affected if the family's
breadwinner dies or is unemployed
rather than disabled.

In the case of the death of the

breadwinner, the duration would be

permanent and, thus, in this respect
the loss would be of the greatest

severity. The degree or extent of the

disability would be total and, thus,
again with respect to this factor, the
loss would be most severe. The amount

of the breadwinner's income that

supported other family members

would remain unchanged. It is likely

that the extra expenses would be

reduced in comparison with the
disability of the breadwinner.
However, death causes some
additional factors that could be

classed as extra expenses-burial costs
and the costs of "cleaning up" the
estate, including taxes.

If the breadwinner is unemployed, it
is impossible to predict the duration of
the unemployment or to determine
whether it would be of a longer or
shorter duration than in the case of a

disability. The extent or degree would
be the same as in the case of the total

disability or death of the breadwinner.
The amount of income needed to

support the family would be
unchanged. Unemployment should
cause no extra expenses. In the case of
unemployment, it is likely that some
government or private funds would be
available to help offset the family's
net income loss.

The sample questions and answers
used in this column are taken from the
Associate in Risk Management desig-
nation curriculum of the IIA. For more
information on the content Of the
A.R.M. program, write Dr. G.L. Head,
Vp, Insurance Institute Of America,
P.O. Box 314, Malvern, Pa. 19355.
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Pensions gain favor in Australia
By Jerome Karter

 OWN UNDER, in Australia,executives are saying goodbye to
some benefits and "g'day" to pensions,
while employers are viewing
superannuation or pension plans as

the last bastion of tax savings.
"How come?" you ask.

To begin, employee benefits
traditionally constituted 30% of a
senior executive's compensation
package in Australia. Typical perks
included an automobile; reduced
interest rate loans; allowances for

travel, business entertainment and
home entertainment; subsidized home

telephone use; private medical

insurance; and club memberships.
In late 1985, Australia legislated tax

changes that took away employers' tax
deduction for legitimate business
expenses. At the same time, employee
expense allowances became fully
taxable, even though the recipient may
have incurred out-of-pocket business
entertainment costs.

But these changes were soon
worsened by the introduction of the
Fringe Benefits Tax on July 1, 1986.
Broadly stated, the FBT imposes an
employer-paid tax (in addition to
1.25% medicare levy) of 49 cents per
dollar on the value of non-salary
employee benefits such as telephone,
automobile and medical benefits.

These expenses are deductible for
income tax purposes even though the
FBT is not a deductible expense.

Moreover, the FBT is payable on
aftertax revenue irrespective of
whether the corporation shows a
bottom-line profit or loss.

Without doubt, the effects of the
FBT will hit hardest at the executive

level. For example, let's assume that a
typical Australian executive receives
$70,000 Australian ($48,300) in salary
and $30,000 Australian ($20,700) in
benefits. Under the old plan, the
executive's benefits were tax-free.

But, if the benefits were replaced
today with $30,000 Australian
additional salary, the employee's
higher income tax bracket would
reduce the amount of disposable
income by more than $14,700
Australian to $15,300 Australian
($10,143 to $10,557).

In contrast, an employer that
continues to pay the $30,000 benefits
level would owe $14,700 in fringe

intematio

benefits taxes, an amount that does

not qualify as an income tax
deduction.

The FBT is expected to cause many
companies to consider
non-contributory pension plans as a
tax-efficient way to compensate
employees. The reason is simple: The
employer's contribution to an

approved pension plan qualifies as an
income tax deduction and is

specifically excluded from the effects
of the Fringe Benefit Tax law.

Also, employee sentiment in favor of
non-contributory plans has been rising
because the new legislation eliminates
the employee's income tax deduction
for pension plan contributions. In
general, many employees favor the
concept of a salary sacrifice; that is,
the employee's option to draw less
salary against an increased employer
contribution on their behalf to an

approved pension plan.
Similar in some respects to U.S.

401(k) plans, the Australian
remuneration scheme works in the

following way:
Two executives, Bill and Richard,

both age 45, are employed by a
company that spends $60,000
Australian ($41,400) for each.

Bill takes the full amount as salary.
Richard asks the employer to direct
$10,000 Australian ($6,900) annually
into the company's pension plan. In
terms of take-home pay, Bill fares
better than Richard by some $4,975
Australian ($3,433) annually after
withholding tax.

Bill invests the $4,975 Australian for

each of the next 10 years for a total
investment of $49,750 Australian
($34,328).

Richard's net disposable income
reduction over the same 10-year
period is $49,750 Australian, but his
capital investment is $100,000
Australian ($69,000)-10 times $10,000

Australian-because he does not pay
withholding tax on the amount
transferred to his pension plan.

Through investments, both men
achieve a gross annual return of 15%,
which is not unusual in Australia,

compounded in each of the 10 years.
Bill's investment income is subject

to an annual tax of 49 cents per dollar,
plus a 1.25% medicare levy. Richard's

5.
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investment is credited as gross income
so no tax is payable during the
investment period.

After 10 years, at age 55, Bill
collects his already-taxed funds.

Richard withdraws his benefit at age
55 and is required to pay the eligible
termination tax at a rate of 15 cents

per dollar, plus a 1.25% medicare levy
on the first $55,000 Australian
($37,950), with the balance subject to a
30 cents per dollar tax plus the 1.25%
medicare levy.

At early retirement age, Richard has
$93,277 Australian ($64,361) more
than Bill.

Further, from a corporate point of
view, the cost of directing the $10,000
Australian salary reduction into an
approved pension fund is less than the
cost of paying the full salary to the
employee. In fact, the company has
saved the cost of the pension
component in salary-related costs,
such as payroll tax, workers
compensation and annual leave
loading expenses.

Still, many U.S. multinationals in
Australia apparently have not yet
opted to fund other employee benefits
into a pension plan. For those that
haven't, consider the following:

• Investment income under an

approved pension fund does not incur
income or capital gains taxes.

• Employee contributions to a
corporate-approved plan no longer
qualify as an income tax deduction, a
strong plus for non-contributory
plans.

• Benefits paid from an approved
pension fund are taxed as termination
payments at preferential rates. Thus, a
recipient aged 55 or older pays 16.25
cents per dollar on the first $55,000
Australian and 31.25 cents per dollar
on the balance.

Moreover, an approved pension fund
can provide equal tax savings for
death benefits, as well as permanent
and temporary disability benefits.
When simple term insurance is
purchased through an approved
pension plan, the cost to the individual
executive can be cut in half. Here's
how:

Richard is a smoker but Bill is not.

Both earn $60,000 Australian
annually.

Bill's annual premiums for a
$250,000 Australian ($172,500)
insurance policy payable in death or
permanent disability is $882
Australian ($609). Richard's annual
premium for the same coverage is
higher-$1,445 Australian
($997)-because he is a smoker.

If either were to buy this insurance
on his own, the premium would be
paid from aftertax income.

In contrast, however, when the

premium is paid through a
salary-reduction pension plan, the
cost is subtracted from pretax income,
thereby reducing the impact of the
cost by one-half. Under this approach,
Richard's annual premium reduces to
$719 Australian ($496), while Bill's
reduces to $439 Australian ($303).

Qualitative factors such as these
have become important bargaining
tools for Australian employers that
want to retain top-caliber personnel
through adequate superannuation and
remuneration levels. This issue is

particularly important because the
demand for senior-level executives in

Australia exceeds the supply at a time
when management skills are not
specific to one industry.

Clearly, Australian employers need
to address the fact that the aftertax

remuneration differentials for

increasing responsibilities in the
workplace are lower than those found
in competing world economies.

In addition, the union movement in
Australia has been actively attempting
to introduce superannuation or
pension plans for all employees. Thus,
it is clear that superannuation must
form a significant part of an
employer's tax-effective strategy to
provide adequate compensation while
avoiding the full effects of the Fringe
Benefits Tax law.

So, if your Australian subsidiary has
not yet reviewed its current
superannuation or remuneration
schemes, why not find out if it is time
for them to say goodbye to benefits

Jerome Karter is se-
I Inior vp and manager

of the Neto York Inter-
national Department
of Johnson & Higgins. ' 44,

His column appears i
the first Monday of
every month.

Health insurer ordered to pay after accident
A Kentucky appellate court ruled that a group

health insurer could not refuse to duplicate medical
expenses incurred by a policyholder who had already
recovered the maximum basic reparation benefits
from her no-fault insurer under a "coordination of

benefits" provision in the group health policy.
Helen Baxter was injured in a one-car automobile

accident in March 1984 and incurred medical

expenses and work loss, each exceeding $10,000. Ms.
Baxter was covered under a no-fault insurance policy
issued by the American Fire & Casualty Co. That
policy provided for "basic reparations benefits"
covering net economic loss, which included her work
loss and medical expenses up to $10,000. She also was
covered under a group health policy issued by Blue
Cross & Blue Shield of Kentucky. American paid out

Lega/briefs
$10,000 for Ms. Baxter's work loss and medical
expenses. BC/BS refused to duplicate the medical
expenses of about $9,200. Ms. Baxter sued and won in
trial court.

On appeal, BC/BS maintained that the
"coordination of benefits" provision in its policy
rendered the no-fault insurer the primary obligor
and, thus, it did not have to duplicate medical
payments. The court said that if economic loss
(exclusive of medical benefits) exceeded the
maximum basic reparation of benefits to which a
claimant is entitled, coordination is impermissible.
The court said that here, Ms. Baxter's economic loss

in wages alone exceeded the $10,000 maximum to
which she was entitled. Thus, the court said that to
allow BC/BS to coordinate its responsibility for
medical bills with the payments she received from the
no-fault carrier, would depreciate her recovery under
the no-fault act. The trial court decision was

affirmed. Blue Cross & Blue Shield of Kentucky us.
Bazter, Court of Appeals of Kentucky, April 11, 1986,
rehearing denied June 6, 1986, review denied by
Supreme Court Aug. 26, 1986 (BI/01/May-$10).

These abstracts were prepared by Cases Unlimited
Inc. Copies Of these decisions are available by
sending a $10 check payable to Cases Unlimited to
Business Insurance, 740 N. Rush St., Chicago, m.
60611-2590. List the number for each opinion.
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Continental Corp. to sell reinsurance unit
Markets

New York-based Continental

Corp. will sell its Buffalo Reinsur-

ance Co. subsidiary in Woodland
Hills, Calif., to a new company,
in which Continental will have a

substantial minority interest.

Steven H. Newman, who joined
Buffalo Re in February as chair-
man and chief executive officer,
also will be an investor in the new

company as will several other
members of Buffalo Re's manage-
ment and several unaffiliated in-

vestors (BI, Feb. 16).
For the nine months ended Sept.

30, Buffalo Re wrote $140.4 million

in net property/casualty premiums.
The company reported a combined
ratio of 122% for the nine-month

period.
The sale is subject to the arrang-

ement of satisfactory financing
and regulatory approval.

M&M aviation unit
New York-based Marsh &

McLennan Inc. has launched a new

company, Marsh & MeLennan
Aviation, that will consolidate the
company's aviation staff and re-
sources.

Based in New York, M&M Avia-
tion will handle all of the direct

aviation business'formerly handled
by M&M's aviation division.

The company provides brokerage
services for airlines, aircraft and

component manufacturers, space-
related activities and general avia-
tion.

L. Patton Kline, vice chairman of
Marsh & McLennan Inc., will be

chairman of the new company, and
Richard F. Carroll, a managing
director of M&M since 1983, will
be president of M&M Aviation.

Aviation reinsurance still will be

handled by M&M subsidiary Guy
Carpenter & Co. Inc.

"This is another step in Marsh &
MeLennan's strategy of focusing
its services to clients and increas-

ing our specialization in key areas
in the insurance brokerage busi-
ness," said Mr. Kline. "As the lead
insurance broker in the aviation

business, we expect this new orga-
nization to enhance our capabili-
ties considerably."

Mr. Carroll said, "This consoli-
dation will result in a more effi-

cient utilization of our aviation

and space-related resources."
Marsh & MeLennan Aviation is

located at Marsh & MeLennan Inc

headquarters at 1221 Ave. of the
Americas, New York, N.Y. 10020,
212-997-2000.

Provident withdraws
Provident Mutual Life Insurance

Co. of Philadelphia is withdrawing
from the large group life and
health business due to "unex

pected loss levels," according to
Chairman and Chief Executive Of

ficer John A. Miller.

However, the insurer will con
tinue to write life and health cov

erage for groups with fewer than
100 lives.

The company's field group sales
offices will close Dec. 31, and the
approximately 100 home office po
sitions relating to group life will
be_phased out over the next 12
months, a company spokesman
said.

Provident's large group life busi
ness contributed $80.2 million to
its 1986 consolidated gross pre
mium volume of $478.1 million, ac
cording to a company spokesman.

Crisis management
Crisis Management Corp. has

been formed in Redondo Beach,
Calif., to help risk managers better
handle crisis situations through
advanced strategic planning.

A team of consultants works

with risk managers to help miti

gate losses through risk identifica-
tion, measurement, control, strat-
egy formation, program
implementation and monitoring.

"Ultimately the targeted con-
sulting goal is client financial sur-
vival," said President John H.
Wiggins.

"Crisis management is an inte-
gral part of risk management,"
said Richard H. Soper, executive

vp and chief operating officer of
Crisis Management.

"All too frequently a creative
risk management program is void
of the elusive crisis management
segment." Mr. Soper continued. "It
is typical that an organization may
devote from 1% to 7% of its pre-
tax gross revenue to risk funding
and loss control activity and yet
not have an effective crisis man-

agement program in place."
Crisis Management offers risk

managers a variety of consulting
services including: hazard identifi-
cation and risk assessment, pro-
gram evaluationt development of
crisis management plans, develop-
ment of management policy, stra-
tegic planning and expert witness
testimony.

Consulting services are offered
by a team of engineering, crisis
management, risk management
and insurance specialists.

Crisis Management also main-

tains an advisory committee that
will meet regularly with consul-
tants to keep them up-to-date on
developments in their fields.

"They will enhance the creativity
of our services," explained Mr.
Soper.

Members of the advisory com-
mittee are: Alfred E. Hofflander,
professor of finance and insurance
at the University of California in
Los Angeles; Joseph A. Incaudo,
vp and chief financial officer at
Ashland Technology Corp. in Los

Continued on next page

Hems What Ib Look For
InATpical Emhezzler.

Short or tall. Old or

young. Male or female.
24 , * Try todrawa portrait of

the typical embezzler
. and you'll probably draw

ablank Because itcould

And experienced
* be anyone.

business people know
that the only thing
harder than spotting an
embezzler is repairing

- the damage he's done.
Ihafs why theyrely

on Honesty Insurance
from F&D.

Shouldn't you find
out why F&D's Honesty
Insurance is your best
policy? Ask your agent
or broker, or write: F&D,
A. Macdonald Rees,
Marketing P.O. Box 1227,
Baltimore, MD 21203.

Ilhe Rdelity and
DepositCompames



RENT-A-CAPTIVES AVAILABLE
FOR

RODUCTS, D&0 E&O AN 3 OTHER LIABILITY

FINANCIAL TECHNOLOGY INC.

Coisultants specializng in Captive. Risk Retention Groups,
Cas 7 Flow, Self-Funded, Loss Poifilio Transfer Programs,

Feasitility Studies, Formation and VIaragemen-.

1888 Century Park East. Suke 91 C, Los Angeles. CA 90067
(213) 879-3391

Continz. ed from previous page
Angeles; Haresh C Shah, chairman
of the iepar:.ner.t of civil .=ng.-
neering at Stanforc University in
Stanford, Calif.; HErry J. Solberg,
senior associate a; Strategic Deci-
sions Grcup, a Menlo Park, Ca.il.,
managiment consulting lirm,
Blaine F. Nye, president of :he
Stanford Consulting Group Inz.
also in Menlo Park; Donald E Vin-
son, president anc CEO of L -tiga-
tion Sciences 2)rf., a lega_ defense
consultant in Rolling Hills Estates,
Calif.; and R. James Young, presi-
dent and CEO of Maxson-Your:g

Markets

Associates Inc. in San Francisco.

Fcr more information on Crisis

Management Corp. contact Mr.
Soper or Mr. Wiggins at 1650
South Pacific Coast Highway,
Suite 206. Redondo Beach, Calif.

90277; 213-316-2257.

Argonaut expands
Los Angeles-based Arginaut

Group Inc. has formed a new sub-
sidiary, AGI Ltd. Risks, which will
provide workers comp coverage to
smaller commercial accounts

Kenneth R. Solomon has been

 on a handshake and a promise is one of the most trusted The insurance company that started business

names in commercial insurance today.

In 1920.a smallgroupofcontractors
decided:o take responsibility for insuring
their projects int their own hands.
Because of the mrtual trust and respect
among them, allit took was a handshake
to guarantze the job.

Commercial insurance is consid-

erably more complizated today. Butt:
Industrial Indemnity, thanks tc a strong
.elationship through thz years w,th 2
select group ofindependznt agents anc
brokers. some things havz remaned
:he sam z.

Lile the spirtof innovaticn an=i
-eadership that motivated company
ounders to find rew and more cost -

effective means of managing their own
-nsuranre. Theirnet cost approach'for
risk managementwasceveloped more
:han 50 years ago. A continuing kam
effort w:th agents and brokers allows
:his same approa.h to ccntrol .osts Sir
ousards of poltyholders tocu

Todayls Innovations.
That same spirit ofinnovati in is

evident today as Industrial is recognized
not only as the leading insurer ofwcrkers
compensation in the West, butasone

of thz largest property and casualty
commercial companies as well.

Industrial continues to earn its well-

deserved reputation for leadership ith
spedalized services such as its exclusive
Medical Cost Containment program,

which helps control workers compensa-
tion .laims and lower' net costs. Special
Risk Conccl services apply up-to-the-
minute rechnology in the prevention of
injudes andproperty/liability losses. And
cost- effective Rehabilitation plans help
people recover to their fullest potential.

All o[Indistriah distinctive pro-
grams and services are continually
evaluated based on their effectiveness in

controlling costs and deliveringcustomer
satisfacdon.

Tomarrows Innovations.

Incuscial Indemnity has one
continuing goal-to be"the best"in
commercial insurance. 2700 dedicated

profzssionals are committed to making
this goal a reality.

Finding new ways to manage risks
at lower costs is still the commitment

Industrial makes to its agents, brokers
andpohcyholders. Industrial has learned
the way to earn and keep the trust and
respectofindependent agents and brokers
is through consistent, cutstanding per-
formance.Today, at Industrial Indemnity,
you can sill count on our handshake
to guarantee the job.

Industrial Indemnity
J

appointed president of the new
company. Mr. Solomon previously
was manager of the Dallas divi-
sion of Argonaut Insurance Co.

''AGI expects to work with a
carefully selected group of service-

oriented producers, each of whom
has a large book of consistently
profitable smaller workers com-
pensation risks," he said.

For more information, contact

Mr. Solomon at Argonaut's head-
quarters at 1800 Ave. of the Stars,
Suite 1175, Los Angeles, Calif.
90067; 213-553-0561.

LOC facility
A new letter of credit facility

backed by two of Japan's largest
banks has been formed in New

York.

Overseas & Limited, headed by
Executive Director Duane E. Allen,

president of Applied Risk Services
Inc. in Laguna Hills, Calif., is of-

fering new standby LOCs pri-
marily to captive insurers that are
reinsuring U.S. ceding companies.

Mr. Allen was BI's Risk Manager
of the Year in 1981, when he was

risk manager for Hanna Mining Co.
in Cleveland.

The two banks backing these
LOCs are Mitsubishi Bank Ltd. of

Tokyo and Sanwa Bank Ltd. in
Osaka. The Federal Reserve con-

firming bank is The Bank of Cali-
fornia, NA

Mr. Allen traveled to London

with Steven E. Sims, vp of The
Kornreich Organization, who is in
charge of marketing the facility, to
talk to captive insurance com-
panies' investment managers be-
cause "most captives do their in-
vestment management in London,"
Mr. Allen said.

With competitive pricing and the
untapped strength of Japanese
banks, Overseas & Limited is look-

ing to offer individual LOCs for $5
million or more, said Mr. Allen.

Letters of credit are widely used
to secure reinsurance obligations
to ceding companies and to let ced-
ing companies take credit for rein-
surance purchased from unauthor-
ized reinsurers.

For more information, contact

Overseas & Limited, 645 Fifth
Ave., New York, N.Y. 10022; 212-
688-4890.

Mergers/acquisitions
Fred S. James & Co. Inc. of

New York has acquired Adolph-

sen & Co., a Boise, Idaho, agency
that specializes in employee bene-
fits and individual executive plan-
ning. Fred P. Adolphsen, owner of
the brokerage, is joining as vp in
the benefits department of James'
Boise office.

Rosenkranz & Co., a New York

investment partnership, has pur-
chased Reliance Standard Life

Insurance Co., a Philadelphia-
based life insurer, from Dresser
Industries for $220 million.

Marsh & MeLennan Cos. Inc.

will acquire Temple, Barker &

Sloane Inc., a Lexington, Mass.-
based management consultant with
revenues of about $45 million.

New offices

Winterthur Insurance Co.,

U.S. Branch, has opened its sec-
ond U.S. office at 303 W. Madison

St., Suite 1950, Chicago, Ill. 60606;
312-704-6120.

Glanvill Special Risk Insur-
ance Brokers Inc. has opened a
new office at 3550 Wilshire Blvd.,
Los Angeles, Calif. 90010; 213-
252-0844. Edward L. Koneiczny,
vp, will head the new office.

Lockton Insurance Agency has
opened a new office at the Town-

site Office Park, Building IV, 120
S.E. Sixth St., Suite 105, Topeka,
Kan. 66603,913-233-0303.

Standard Insurance Co. has

opened a new group insurance of-
fice at Hartford Plaza, 150 S.

Wacker Drive, Suite 420, Chicago,
Ill. 60606; 312-606-9106. m



Although the industry issues were familiar and the
speeches traditionally upbeat, apprehensi6n about the
softening property/casualty insurance maifttet And the
October stock market crash simmered under, the sur-
face at the 56th annual convention of th*'National
Assn. of Professional Insurance Agents.

Agency automation, tort reform, the proposed elimi-
nation of the McCarran-Ferguson Act, the impA¢t of

AIDS, and the encroachment of bank-
ing in insurance continued to be the
primary topics at the general sessions.
But concern about Wall Street's F*r-
formance permeated conversati*is

¥ * and the workshops at the three-d#y
convention, held Oct. 25-28 at tiae ,
Hyatt Regency in Chicago. The con-/

. « vention was attended by about 1,500
' delegates and their guests.

Mr. Bleiberg Most of the main speakers stressed
that the stock market's performance

would have little or no effect on the insurance indus-

try, and that there would be an eventual recovery on
Wall Street.

"Pending considerably more evidence and hoping 4
perhaps that the global stock markets might gain
their equilibrium, I'm still clinging to the view that the
outcome of what we're seeing now is going to be a
restrained but continued expansion," said Robert
Bleiberg, publisher of Barron's, who addressed agents
at the convention's opening luncheon.

"Until two weeks ago I would have said the expan-
sion was picking up speed," he added. "Clearly it's
been dealt a blow, but I'm not sure it's been knocked
out of the ring."

But others indicated that the Oct. 19 stock market

crash and the resulting sluggish stock market will \I
usher in a rapidly hardening insurance market, and , .4 t.

the decrease in the availability of coverage could cause
consumers to press for federal intervention in the in-
dustry. 1

"The ramifications are that it could be devastating,"
said Edward J. Muhl, president of the National Assn. ,/
of Insurance Commissioners, in a panel discussion. "I
would urge tremendous caution as we go into the 2 lst
century."

The current softening insurance marketplace has
shifted attention to the consumer, and the PIA is

emphasizing "a commitment to win back the hearts
and minds of the American consumer," said outgoing
PIA President Nick A. Verreos in his "State of the As-

sociation" address.

To this end, the PIA appointed long-time consumer
advocate Esther Peterson as its consumer adviser, a

newly created position in which she will serve as a
liaison between the insurance industry and the public.

In addition, the PIA board of directors adopted reso-
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By LAURA MAZZUCA lutions dealing with consumer-oriented issues like car C
rental contracts and the recognition of property insur- j 1 Xance binders as legal evidence of insurance at real es- I i °MCCARRAN-FERJSON
tate closings.

The PIA's "consumer is king" attitude culminated in

the introduction of changes in the association's chief f ·BAWK6 & MSORANCE 4 &
objectives. The PIA now states that its goals are serv-
ing the needs of the public by promoting professional ,competence, high ideals and the dissemination of in- ' ' ·TAX REFORM ."
forrnation.

"Service and knowledge are the main strengths that
agents bring to the marketplace," said incoming PIA 1 ·AGENCY AUrOMATION  i
President Willis J. Hargrave in his address at the -
opening luncheon. "We are the intermediaries, and our v ' ' 1
clients will judge our ability to provide adequate cov- 1 0 D80 LCABlUTY i i
'erage at fair prices before they will judge the com- :
panies."

Th# convention also offered a series of workshops on . EFORFA
a va*iety of topics such as tax reform, sales strategies, 6

generting producer performance, D&0 liability and
m*naging the famitv agency.

The Accompanying trade show featured a prepon- 1 ,< .·. = w ...---I

derance of computer-related products and drew 83 ex- 1 - -                   -
hibitors
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PIA forms

consumer Agents cannot base business
liaison post

By LAURA MAZZUCA on D&0 coverage: Panel
CHICAGO-Longtime consumer

advocate Esther Peterson will fill By LAURA MAZZUCA After deciding whether or not the client is a good D&0 risk, Mr

the newly created position of na- Anderson suggests that the agent obtain all of an insurer's under-
tional consumer adviser for the CHICAGO-Although the market for directors and officers liability writing and submission guidelines before submitting an application
National Assn of Professional In- insurance is improving and D·&0 can be a healthy addition to an Underwriters will often request such information as the client

surance Agents, a first for an in- agency's line of products, the coverage is too highly specialized to company's bylaws, annual and quarterly financial statements and
surance trade association comprise a large part of a general agency's business, say a panel of notices to stockholders, said Mr Wallace In fact, if the underwriter

In her new position, Ms Peter- D&0 experts doesn't request comprehensive information on a potential policy-

son will serve a dual purpose She "There is no mystique about D&0 coverage The mystique exists holder, the agent or broker should be suspicious of the insurer's
will represent the consumer view- only because it's not a coverage you handle on a legitimacy, he said

point to the PIA as well as dissemi- day-by-day, hour-by-hour basis," said T C "Skip" As a "bare minimum," agents should make sure that the applica-
nate insurance information to con- Anderson, president of the National Assn of Profes- tion is filled out completely, Mr Wallace said Even negative infor-
sumers Ms Peterson also will sional Surplus Lines Offices in Roswell, Ga mation should be reported by the agent and client, because if it'S

recommend specific action pro- The panel discussion was part of the 56th annual "hidden on the 43rd page of the submission, we tend to become

grams to the PIA convention of the National Assn of Professional In- very skeptical about the rest of the account and you probably will

a
and the insur- surance Agents, held Oct 25-28 in Chicago C not get as good attention as you should get had you brought that up

V

ance industry as In many ways, today's market is a good one in ' in the beginning and discussed it with the underwriter," he added
.all a whole, said which to broker D&0 business, said Scott R Wal- "The more information you give the underwriters, the more likely

outgoing PIA lace, assistant vp of administration and marketing they are to understand the business," agreed Mr Sills He sug-
President Nick at Great American Insurance Co in Cincinnati gested including three to five years of annual reports and proxy ma-

u 9 A Verreos D&O capacity has increased and the market has Mr. Anderson terial when submitting information on a publicly held company

"The appoint- stabilized this year because of new players in the If a company is privately held, however, the nuances of the business
ment of Ms Pe- D&0 arena that have been lured by higher rates, he explained In may be more difficult to explain Mr Sills sug-

\ terson is lust the addition, existing D&0 insurers are also working to increase capacity, gested that if necessary, the agent and a repre-
- latest step in the he said sentative of the client should visit the un-

Ms. Peterson longstanding And, tort reform measures in many states are making D&0 a derwriter in person
PIA commitment more favorable field to enter, said Stephen J Sills, vp of under- Depending on the type of business, un-

to consumer equity," said Mr Ver- writing at Executive Risk Management Associates in Hartford, Conn derwriters are particularly interested in the
reos, announcing the appointment Many state have passed laws allowing companies to limit the liability company's income from continuing operations,
at a press conference during the of their directors, he said, adding that more are expected to do so (BI, long-term history and rate of growt'l;fnd long-

mk
PIA's 56th annual convention held April 13) term debt to equity

Oct 25-28 in Chicago But premium rates and policy terms common during the soft market When screening prospective clients, underwriters look for stabil-
Ms Peterson is a lifelong con- of early 1980s will not reappear because of the se- tty, good management, and a strong balance sheet, said Mr Sills At

sumer advocate who served as as- verity and frequency of D&0 claims, Mr Wallace his company, D&0 candidates are subjected to a peer group review
sistant secretary of labor in the said He pointed out that before 1980, few-if any- 3 and ranking, in which the potential client is compared with similar

Kennedy administration and as spe- D&O claims or settlements exceeded $10 million businesses in the same region
cial assistant for consumer affairs Today, however, many court awards in D&O cases *Ir ., " "We believe if you take a $250 million financial institution in
for Presidents Johnson and Carter range up to hundreds of millions of dollars, he 01 gin .FI Iowa and compare it to one of ltS peers in Iowa or elsewhere in the
She currently serves as the United added | ;St farm belt, you should be able to determine who lS better Our the-
Nations' representative of the Inter- This means that D&0 insurers may be easing #p-- I ory is that you write those who generally outperform their peers,

national Organization of Consumer terms and conditions for classes of businesses with a . al those people are less likely to have D&0 losses," he said
Unions low loss ratio, but coverage will be Just as difficult Care must be taken by the agent in seeking out an insurer as well,

"This is a natural alliance, since and costly to obtain for others he said said Mr Sills Stability of market, a good reputation, responsive-

PIA members regard themselves as Not every agency client is a good candidate for Mr. Wallace ness, good policy forms and an ability to handle claims are all im-
purchasing agents for the con- D&0 coverage, said Mr Anderson Financial insti- portant criteria in choosing insurers "The last thing your client

1

sumer," said incoming PIA Presi- tutions, new companies, companies going through their first public needs in a major securities law litigation iS to have an adversarial
dent Willis J Hargrave "We know offering, franchisers, companies with "erratic earnings records," high- relationship with its D&0 carrier," he added
that our reputation and our liveli- tech companies and research and development companies generally are Finally, Mr Sills cautioned agents that if they are unsure of how to

hood depend on how well we fulfill regarded as unacceptable risks, he said handle D&0 submissions, they should not hesitate to contact a whole-

this responsibility " Mr Wallace said Great American will not write D&0 coverage for sale broker to work with them on the account It may help the agents 1
The creation of the consumer ad- health care facilities, educational facilities, accounting and law firms, avoid an errors and omissions claim by a disgruntled client

viser position was spurred by the partnerships, unions, savings and loans, thrifts, credit unions, coopera- Wholesale brokers usually have developed good working relation-

erosion of public confidence in the tive banks and federal, state or county agencies ships with their markets Therefore, the client might get better results

insurance industry, explained Mr The strongest candidates for D&0 insurance are general manu- from a pricing as well as coverage standpoint if the agent goes
Verreos Rising costs, decreasing facturing and service-related corporations, Mr Wallace said through a wholesaler for directors and officers coverage, Mr Sills ex-
availability of some lines of cover- Before contacting an insurer regarding D&0, an agent must work plained
age and the rapidly fluctuating un- closely with the client to determine its needs, Mr Anderson said "D&0 is sometimes a coverage that (clients) think they want but

derwriting cycles have confused the The agent must also examine why his client wants D&0 cover- don't really understand, ' said Mr Anderson "So if you don't un-
consumer, he said age, especially if the client's company is closely held, said Mr Sills derstand lt, take an expert with you to discuss lt with your client

-The recent insurance crisis of Executive Risk Management Associates Don't go half-prepared "

proved the need for consumers to
have an effective voice in the decl-

sions that affect their lives," said
Ms Peterson "If we can have a

genuine dialogue with the critics of New PIA president calls on insurers
the industry and with the Industry,
I think we can reach compromises
and solutions that will keep us from
being as polarized as we are " to boost agents' automation efforts

Although the details of the pro-
gram's implementation have yet to By LAURA MAZZUCA 1 ident Nick A Verreos

be announced, Ms Peterson said 'The PIA has a role and a "PIA will continue its commitment to building

that she and the PIA had agreed on The insurance industry is 15 years behind in strong bridges of understanding with the public,
the basic elements of the operation the area of automation, and lt lS Up to the ma]or responsibility to see that government and industry," Mr Hargrave said
These main points were insurance companies to lead the way in closing automation happens now and "Our outreach program with consumers will

0 Cooperation is preferable to the gap, says the incoming president of the Na- help the American public gain a far better
confrontation tional Assn of Professional Insurance Agents not tomorrow,' says Willis J. awareness of the Industry and the valued role

• Stability, access to insurance, This lack of expertise is
Hargrave, PIA president.

that agents play "

reasonable prices and fair treat- causing agents to lose market Other major issues on Mr Hargrave's agenda

ment of consumers are essential in share to their automated /Ill# include association membership growth and an
the marketplace competition, which hurts the emphasis on education for PIA members

• Consumers should have access company, the agents, and the that automation happens now and not tomor- "The importance 6f membership growth can-
to information that will allow them consumer, said Willis J Har- row not be overstated," he said, emphasizing that
to make Informed purchasing deci- grave Jr in his inaugural ad- Mr Hargrave said the burden of competition recruitment must take place on local, state and
sions dress at the association's 56th at' frequently lies with the agent national levels

Ms Peterson also stressed that annual convention, held Oct - . "Without the company and the agents working On the role of education for the professional
part of her mandate is to work 25-28 in Chicago together, maximizing their ability to perform, agent, Mr Hargrave said "The major difference
closely with agents to effect a Mr Hargrave, who has one or the other must bear the load," he said "I in a competitive situation is knowledge It's that
"trickle-up theory" in which they served on the PIA's board of Mr. Hargrave suggest it is we the producers who bear the load intangible ingredient that often makes the
convey consumers' needs to insurer directors since 1984, is presi- The public only looks to us for performance To choice clear "
chief executive officers dent of HARCO Insurance Services in Houston - compete and add value to a relationship, we He stressed the importance of PIA members

While setting up the basics of the "The automation networks are in place, the must absorb the expense and the effort to stay not only meeting state education standards, but
program, Ms Peterson said she met standards are ready It's time for a lead com- in business I would suggest this shortsighted also exceeding them
with J Robert Hunter, president of pany in our industry to step forward and pro- company position can no longer be accepted " Carry-over issues from 1987 that will continue
the National Insurance Consumer vide the leadership necessary to make things Mr Hargrave also emphasized the importance to be relevant in the coming year include tort
Organization, who "expressed an happen, thus returning our distribution system of the PIA's outreach program, through which reform, the proposed repeal of the McCarran-
interest in this, he has not closed back to the prominence which made many of the PIA communicates the purposes and goals of Ferguson Act, closer state regulation of insurer
the door, he believes we can find our companies what they are today," he said insurers and producers to consumers and which insolvency and the encroachment of banking in
some common denominators " • "The PIA has a role and a responsibility to see grew under the leadership of outgoing PIA Pres- the insurance industry, he said
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PROPE RTY VALUMUMON
Shortcuts can cost clients more than they bargained for

By Richard D. Lillard

HO SUFFERS MOST whenbusiness assets are inaccurately
valued for property insurance
purposes? Certainly, your client
suffers. He either overpays for his
insurance or exposes himself to
unnecessary risk. But in the event of a
claim, the broker also may lose-both
his client, and his reputation-as the
client now forgets he decried an
independent appraisal as
"unjustifiable expense."

Property insurance limits for
businesses are sometimes hastily
calculated on the basis of a few ratios,
without much thought as to what is
being insured. While such estimates
may closely approximate the extent of
your client's insurable exposure, they
fall short-almost universally-in
terms of documentation. Such

estimates have the undesirable

additional side effect of misleading
your client into believing he has fully
complied with his responsibilities for
valuation under a property insurance
contract. Such "shortcuts" are

perhaps responsible for the fact that
many businesses that experience a
major fire never reopen their doors.

It is your responsibility as an agent
to communicate clearly with your
client about the need for

well-documented and supportable
values. For his business, it is literally a
matter of survival. And since personal
experience of the individual
entrepreneur probably rules out the
likelihood of destruction by fire,
thorough preparation becomes a low
priority for him.

You've probably heard this one
before: "Buying insurance is prudent,
but taking it too seriously smacks of
the wrong kind of attitude for a
forward-looking entrepreneur like
me."

There is an obvious appropriate
response: "OK, Mr. Entrepreneur, let's
do it your way. Let's look forward. I
urge you to read your insurance
contract imagining that you smell
smoke! "

With this perspective, the notion of
"insuring one's insurance" takes on a
new urgency.

The three obligations that your
client assumes under the terms of his

insurance contract are closely
interrelated by their reliance on
accurate information of specific kinds.
He is required: to determine the
insurable value of his property; to
purchase insurance coverage in the
proper dollar amount throughout the
life of the policy; and to assure that
"requirements in case loss occurs"
provisions of the contract can be met
in the event of loss.

A typical "requirements in case of
loss occurs" clause reads thusly: "(The
policyholder) shall furnish a complete
inventory of the destroyed, damaged
and undamaged property, showing in
detail the quantities, cost, actual cash
value and amount of loss

claims. . .and, if required, verified

plans and specifications of any
buildings, fixtures or machinery
destroyed or damaged. . . ."

The burden on the client to meet

such difficult requirements is easy to
brush aside, especially with the false
assurance that comes from having an
"estimate" in his possession. But an
insurance policy is a contract, which
protects dollar value rather than the
property itself. The insurance
premium does not buy a certain
amount of guaranteed protection. It is
the consideration of which an

insurance company binds itself to pay
for a loss providing that all the
provisions of the contract are fulfilled.

Clearly, a valuation of some kind
must be performed and documentation
assembled. In this process, there are
four shortcuts commonly employed.
Each has its own defects:

• Book value is based on original
cost, rather than current value. Book
value classifies property in accounting
terms, rather than by insurance
classifications, and thereby excludes
expensed and depreciated property
that might still be in use and
insurable. Such acccunting values may

such surveys are typically limited in
detail due to the cost of furnishing a
"free" service. And, as we have

already discussed, an "estimate" often
leads the policyholder to be less
concerned with his obligation to
maintain proper documentation and
adequate insurance to value.

• Contractors' or accountants'

estimated. Like the insurance company
itself, the average contractor or
accountant has neither the staff nor

the facilities to provide a complete
valuation service, Both work with

cost, not value. And in submitting bids
for new construction, no two

competitive construction firms are
likely to bid the same figure.

The need for a professional
appraisal has been amply proven over
theyears. And the need can be
presented even more persuasively as a
method for empowering your client in
the insurance marketplace to obtain
accurate insurance quotes and to bring
him into an equivalent negotiating
position with "the adjuster" at the
time of a claim.

The entrepreneur-client might be
less interested in what can go wrong

It is your responsibility as an agent to communicate the
need for well-documented values. And since the individual

entrepreneur's personal experience probably rules out
the likelihood of destruction by fire, thorough
preparation becomes a low priority for him.

have little bearing cn insurable value.
• Trended costs are a measure of

value that attempts to bring the base
cost of assets up to date by taking into
account trends in the marketplace. A
difficulty is that base costs reflect a
mixture of property-some insurable,
some not-and a misleading base
produces a misleading trended answer.
In addition, most trends are too
general to apply to a specific insurable
asset, to the extent that the source and
construction of most trends is not

available to be used as legal evidence.
Trends frequently do not reflect
changes in efficiency or methods of
construction or manufacture. And,
ultimately, the client ends up paying
too much, as trended costs tend to
"pyramid" over a period of time,
resulting in excessive premiums.

• "Free insurance company
estimates." Such reports are a
convenient neutralizer of fears and an

effective sales tool, but they typically
carry a warning that should be critical
to your client, and to you, if you want
to keep such a client-and his
friends-after a loss:

"Note: This summary is for
estimating amount of insurance to be
carried. Values for uninsurable

portions are not included. . . .The
figures are not binding on assured or
company in case of loss."

Keep in mind that property
insurance rates are not based upon the
costs of maintaining an insurance
company appraisal department, and

as in how that "book of numbers" will

generate dollars for him and his
business. There are three persuasive
arguments in this respect:

1,0 Argument 1 says that "if you
have accurate, well-documented
values, I can give you the best possible
quote for exactly the right amount of
insurance. Short of that, you will
likely either be short on coverage, or
overpay for insurance on which you
lack the documentation to collect."

+ Argument 2 suggests that "the
best way to think of value and
insurance contracts is to picture
yourself in a negotiation with an
insurance company adjuster. If you
have documentation for everything,
the insurance company is responsible
for the entire amount. If you lack
documentation, who then is in a
position of strength? Not you."

Remember, there is no feeling more
abhorrent to an entrepreneur than
being in a position of weakness in a
negotiation.

8,0 Finally, Argument 3: "One way
to think of insurance coverage is that
you are contracting with the insurance
company to buy your business at some
point in the future. Would it be wise
for you to make an arbitrary guess as
to the value of the business you are
contracting to sell? Would it be to your
advantage to have the future buyer of
the business-the adjuster-tell you
what you will have to accept? This is
your position if you lack properly
documented values. Buying insurance

without an appraisal, Mr.
Entrepreneur, is like signing a
contract with blank pages in it."

An appraisal "insures your
insurance" by providing that:

• The required valuation and record
preparation is performed in a
thorough, accurate and dependable
manner.

• Assets and respective values are
properly classified between
"buildings" and "contents" in
accordance with the insurance policies
covering the property.

• Property values are reported by
respective risk areas for the most
economical premium rating.

• "Current authoritative

reproduction cost new," or
:'replacement" cost new, pricing data
is applied to the inventory.

• Shop-built, specially designed,
one-of-a-kind or unavailable items are
properly valued for insurance
purposes.

• Item-by-item, supportable
insurance-type depreciation is applied
to the property inventory.

• The appraisal is performed and
executed in such a manner that it can

be kept current with minimum cost
and effort.

• A good appraisal firm is typically
available to aid in the preparatiori of

- supportable evidence for a "proof of
loss" at any time in the future.

A critical component in this list of
appraisal features is that an appraisal
is performed "in such a manner that it
can be kept current with minimum
cost and effort." This is essential, as a
typical insurance policy has a clause
that reads:

"(The insurance company). . .does
insure the insured. . .to the extent of

the actual cash value of the property
at the time of loss, but not exceeding
the amount which it would costs to

repair or replace the property with
material of like kind and quality
within a reasonable time after such
loss...."

"At the time of loss" is a loaded

stipulation that your client can defuse
in advance, with annual updating,
facilitated by the form of the initial
appraisal. A good appraisal is
annually adjusted to take into
account:

• Fluctuations-in values due to

changes in labor, material and
commodity prices.

• Depreciation-changes resulting
from wear and the passage of time or
improvement because of replacement
and rehabilitation; additions-of new
construction and equipment.

• Transfers-of assets between

Continued on next page

Richard D. Lillard is
the western division

sales manager for Mar-
shall & Stevens Inc., a
Los Angeles-based inter-
national appraisal, valu-
ation and financial con-
sulting firm.
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Agents oppose depreciation rule change
By LAURA MAZZUCA

Agent and broker associations are mobilizing to oppose
federal legislation that would prohibit agencies and other
service businesses from depreciating their customer lists as
part of an acquisition.

The controversy centers around Section 6504 of the pro-
posed Budget Reconciliation Act under review in the Senate,
which would amend the Tax Reform Act of 1986, said Patri-

cia A. Borowski. vy of government and industry affairs
for the National Assn. of Professional Insurance Agents.

If the bill becomes law, it would eliminate the amortization

or depreciation of intangible property, such as expirations
and customer lists, when an agency is acquired.

It also would permit the taxation of all investment and
dividend income of tax-exempt associations at the corporate
rate, which would hurt professional associations (BI, Nov.9).

The PIA is preparing direct mail explaining the issue and
asking members to protest the measure.

And, the Independent Insurance Agents of America is tak-
ing a "two-pronged approach" to the problem by both direct
lobbying and a grassroots campaign urging members to con-

Appraisals
Continued from previous page
buildings, risk areas or plant
locations.

Now, how does your client

choose an appraisal firm? It is an
important decision, much like
choosing a doctor, an attorney or
an insurance agent, and deserves
moi e than a glance at the Yellow
Pages.

Your client can check with his

colleagues who use appraisers. He
will find in the process of seeking
such help that some professionals
offer such services for their clients

on the side, as a courtesy. Have
your client keep in mind two
things:

First, an appraisal derives a
good deal of its value from being
an independent opinion, which
incorporates both the expertise
and judgment of an uninterested
party.

The practice of

appraising is an art,

requiring judgment
that is built up

by practice.

To the extent that your client
retains his own legal or accounting
or banking sources to prepare the
appraisal, there may be an
apparent conflict of interest that

would increase the scrutiny to
which any such appraisal would be
subject during the course of a
claims settlement.

And, second, the practice of
appraising is an art, requiring
judgment that is built up by

practice. Those who perform
appraisals day in and day out are

the people most likely to produce
the kind of documentation that

would be useful in the ways we
have described.

Finally, your client can ask for
references. Make sure that he

chooses an appraisal source that
has evaluated his type of business
or organization in the past, and
has done so successfully.

Talking to the broker or the

underwriter who accepted the
previous, related, appraisal should
provide some degree of assurance.

Disaster strikes without

warning. It does not respect
person, place, time or thing.

When your client endorses the
insurance contract, he indicates

that he is responsible for telling
you what he has, and for
accurately stating the values of his

property. It is literally a life or
death decision for his business,

and it is entirely the responsibility
of the client. Your future

relationship depends upon his
making intelligent choices. Will
you allow him to be irresponsible?

tact their senators and congressmen, said Robert A. Rus-
buldt, director of federal affairs for the IIAA's government
affairs division.

The bill would affect all businesses dealing with customer
lists, but would particularly hit personal service organiza-
tions, said Ms. Borowski.

Tax and accounting experts are estimating that if the pro-
posal is passed, it could reduce the value of an agency be-
tween 10% and 30%, said Ms. Borowski.

Mr. Rusbuldt of the IIAA said the proposal "violates fun-
damental tax principles" by allowing manufacturing busin-
esses to continue depreciating material.

Rather than targeting big businesses for increased taxes,
the bill would greatly reduce the value of a small agency
upon the retirement of the agency principal, said Ms.
Borowski. And, many small agency principals rely almost

totally on the profits from the agency sale for their retire-
ment income.

"These people don't have golden parachutes," she said.
"We realize there has to be a bite on the (federal budget)

bullet, but 30% for a small agency is a pretty big bite," said
Ms. Borowski.

The House already approved the proposal, H.R. 3545, on
Oct. 29.

The Senate Finance Committee has approved a similar
measure, but the bill now will be restructured to improve its
chances for passage in the full Senate.

House Ways and Means and Senate Finance committee

members will draw on provisions from both ·reconciliation
bills and both chambers are expected to vote on the re-
vised measure by the end of December.

Ms. Borowski pointed out that members of Congress might
not have fully understood the nature of the agency's func-
tions when they drafted the proposal.

The main difference in the client lists of agencies and those
of other service industries is that the list belongs to the agent
even if an insurer cancels a contract. In fact, legal precedent
has established that insurers are not entitled to seize client

lists from an agency if the insurer cancels their contracts,
said Ms. Borowski.

In addition, "customers are better served if they can main-
tain a relationship with their agent," she added, especially in
the event of a long-tail claim. "This may come up in other
industries, but it's the norm in our industry," she said. •
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Banks, insuers share traits: Attorney
By LINDA J. COLLINS insurance to stop now C Congress will continue to focus its at- continued

"The supposed Great Wall between bank- tention on the insurance industry for many • When banks are allowed to enter the in-

CHICAGO-Bankers have nothing against ing and insurance is really more of a rusty more years surance industry, rather than harming the
the insurance industry, they just want to be a chain-link fence with lots of holes Cut in it," Insurers will likely lose their antitrust ex- independent agency system, they will help
part of it, asserts the senior federal legisla- he quipped emption under the McCarran-Ferguson Act strengthen and preserve it
tive counsel for the American Bankers Assn Mr Corwin pointed out that savings and and probably will become subJect to some A study conducted earlier this year by the f
in Washington loan institutions are permitted to own insur- type of national consumer protection and Consumer Federation of America Indicated

And becausd both banks and insurers offer ance agencies, insurance companies can own disclosure standards that competition between financial institu-
financial services, they should be allowed to federally insured savings institutions and The insurance tions lowers

compete in the same arena, says ABA coun- that for decades a number of states even industry made a 1 costs to consum-

sel Philip S Corwin have permitted banks to own insurance grave tactical 'Bank diversification into other ers and that no

"The remaining legal and regulatory bar- agencies error when it clear evidence

riers which prevent banks-and you-from And while legislation that was passed by blamed liability financial products and services exists to support
freely choosing a role in the financial ser- Congress last summer closed the non-bank insurance avail- would result in greater the contention

vices industry are artifacts of a simpler, by- bank loophole, a grandfather clause permit- ability and affor- that "bank di-

gone era," Mr Corwin told agents attending ted more than 160 banks to continue operat- dability prob- concentration in the financial versification into

, the annual convention of the Independent ing lems on the court
system,' Mr. Corwin says.

other financial

Insurance Agents of Illinois Oct 25-27 in Most of those banks are owned by diversi- system by "invit- products and
Chicago fied financial companies such as ITT Life, ing Congress to - services would

Mr Corwin based his comments on "six Travelers Insurance Cos , American Express, get actively in- result in greater
basic premises " They are Sears, Roebuck & Co ankl Prudential Bache, volved by pushing strongly for tort reform," concentration in the financial system," Mr

• Banks and insurers have more similar- Mr Corwin explained Mr Corwin observed Corwin said
ities than differences The non-bank bank loophole permitted a This pushed Congress to "rediscover" the The study did not support insurance in-

"Banks and insurance companies are both financial institution to sell insurance if it insurance industry and question "whether lt dustry arguments that a significant threat
leveraged financial institutions which as- accepted deposits or made loans, but did not wasn't inadequate regulation, not excess exists for client coercion by banks-where
sume and manage a wide varietg of risks and perform both functions competition, which permitted the suicidal clients would be led to believe that loans or
which invest their funds by making loans • State legislative actions "will pave the cash-flow underwriting that precipitated the other banking services were contingent on
and 'purchasing securities," Mr Corwin way for congressional ratification of bank liability crisis," he added their buying insurance through the bank, ac-
connnnented affiliations with Furthermore, Congress began to question cording to Mr Corwin

And "from a 1 the insurance in- whether an industry "whose premium in- In light of these arguments, "Isn't it time
production view- 'From a production viewpoint, both dustry,'' Mr come constitutes 9% of the gross national that the Independent agent community re-
point, both Corwin said product should continue to be exempt from evaluated whether ltS strident opposition to «
banking and in- banking and insurance involve four "I can't under- the antitrust law," Mr Corwin stressed bank entry into Insurance isn't a position
surance involve

basic functions-origination, stand why such a • While the debate over bank entry into that is against its long-term interests?" Mr
four basic func- pro-state's rights insurance has been an interindustry debate Corwin asked the audience
tions-origina- investment, processing and liability industry has for several years, it has become and will re- Many banks entering the insurance indus-
tion, investment, spent the last main a consumer issue try would do so by purchasing or formingmanagement,' Mr. Corwin says.processing and decade doing Because of the liability Insurance crisis in joint ventures with independent insurance
liability manage- . - everything the mid-1980s, "members of Congress were agencies, which would substantially boost
ment," Mr Cor- within its power besieged by mayors, Civic groups and busi- the franchise value of agencies, he pointed
win said to try to obtain a federal pre-emption from ness people complaining very loudly that out

"The only substantial differences between Congress that would prevent the states from something was terribly wrong with the m- "A financial services revolution is coming
the industries are that banks fund them- authorizing any new .nsurance powers for surance system," Mr Corwin explained down the road, Mr Corwin said, concluding
selves with deposits and insurers fund them- most of the state-chartered banks in this And, over the past several years, consumer his talk
selves with premiums and the events which country You really can't have it both ways," groups have focused their attention on lob- "Are you as independent agents going to
require a payout on liabilities are of varied Mr Corwin stressed bying for reforms in the banking industry, he be at the steering wheel to control those
predictability," he added And, currently, five states permit state added changes or are you going to be left standing 

0 There have already been too many affil- banks to underwrite insurance beyond credit Having accomplished most of their goals in by the side of the road 1," he said
iations and ]01nt ventures between deposit- life and 14 states allow insurance brokerage that arena, they have begun to turn their at- "(Banks) want a partnership with you and
taking institutions and Insurers/producers activities beyond credit life sales, Mr Cor- tention to another segment of the financial other players in the insurance industry," Mr
and too much cross-marketing of credit and win said services industry-insurance, Mr Corwin Corwin .

i

Illinois agent faces fraud charges
By LAURA MAZZUCA The department's suit seeks temporary and permanent 1986, said Mr Cena

restraining orders against Mr Zupan as well as an order of Although Mr Zupan holds a producer license in Illinois,
SPRINGFIELD, Ill -A downstate Illinois insurance conservation that would allow the department to seize the his policies were not written by a licensed insurance com-

agent is facing civil charges of consumer fraud and mar- assets and property 6wned by the company, according to pany, which means that policyholders cannot recover from
keting of unauthorized insurance plans to Christian mims- Mr Cena either the Illinois Insurance Guaranty Fund, which covers
ters and their employees After successfully reporting to the court that the com- property/casualty insurers, or the Life and Health Insur-

Richard A Zupan, owner and president of the Greater panies are insolvent, the Illinois Insurance Department can ance Guaranty Fund, Mr Cena said
Insurance Service and Southern' Illinois Garot-Christman then seek an order of liquidation of the company, Mr Cena The Illinois Insurance Department is empowered to dis-
agencies in Salem, Ill, has been named in two civil suits added tribute the company's assets to policyholders to cover
charging that he sold more than 3,000 health and general Mr Zupan sold both group and individual health insur- claims, but there are not sufficient assets to do so at
hability policies that were not underwritten or reinsured ance policies under the name Penta Plan and Christian this time, Mr Cena said
by any insurance company Assn of Religious Employees (CARED, Mr Cena said He However, there lS evidence from Mr Zupan's financial

The suits were filed on Nov 4 in Sangamon County Cir- also sold general liability insurance policies under the plan and business records that additional funds exist outside of
cult Court by the Illinois Insurance Department and the name Penta Share Illinois, said Julie Cardosi, an attorney with the attorney
Illinois Attorney General's Office Most of the policies sold by Mr Zupan were for custom- general's office

Also named as a defendant m the Insurance Depart- The U S attorney's office is now investigating the mat-
ment's lawsuit is the Christian Insurance Assn, an un- ter, she added
authorized insurance company based in South Carolina Allegations of fraud surfaced in March when a policy-Preliminary Insurance Departmentthat department officials believe to have been affiliated holder complained to the department that his claim was
with Mr Zupan * investigations allege Richard not paid, said Mr Cena

Other agents, employees and affiliates of Mr Zupan are A subsequent investigation of Mr Zupan's business by
named individually Zupan allegedly owed policyholders the department alleged that there were insufficient assets

The policies generated about $5 million in premiums, $3.5 million in claims, but had to back the insurance plans and no underwnters for the
said Timothy M Cena, staff attorney for the Illinois De- policies
partment of Insurance combined assets of less than $20,000. The department issued a cease and desist order against

Preliminary Insurance Department Investigations re- Mr Zupan on Aug 26, but he continued to conduct busi-
vealed that Mr Zupan allegedly owed policyholders $3 5 ness until his business records and premises were seized
million in outstanding claims, but had combined total ers based in the so-called "Bible Belt" states of Alabama, by the department on Nov 4, according to Ms Cardosi of
assets of less than $20,000, he added Tenr.essee and Georgia, "although we've had (complaints) the attorney general's office

The first lawsuit, filed by Illinois Attorney General Neil from as far away as Alaska," added Mr Cena In a related matter, the Illinois attorney general's office
F Hartigan on behalf of the state's Insurance Department, Promotional materials on the health plan said that flled an eight-count criminal charge of forgery against Mr
alleges that Mr Zupan advertised and sold through his Christian ministers and their associates qualified for lower Zupan on Nov 8, said Assistant Attorney General Gary
agencies-only one of which was registered with the state premium rates because they are "healthy people who do Duncan
-new and renewal policies since October 1985 to minis- not smoke, drink or otherwise abuse their bodies," accord- The criminal suit, filed in Washington County Circuit
ters, pastors, church staff, employees and Christian school- 1ng tO informational material gathered by the attorney Court, alleges that Mr Zupan intended to defraud a Ten-
teachers general's office. nessee couple by forging their signatures from existing life

The attorney general's suit seeks a permanent ban on the The Penta Plan offered to provide 100% coverage, with insurance documents with other insurers on new policies
sale of the policies, nullification of all contracts, restitu- no cap, for hospital, doctor, dental and chiropractic care to be sold for commission to ITT Life Insurance Co of
tion to policyholders and a $50,000 clvll penalty against and prescription drugs after an annual $80 deductible was Minneapolis The insurer was not implicated in the matter,
Mr Zupan and his company. satisfied for each type of coverage, said Mr Cena Monthly added Mr Duncan

The second suit, filed by Mr Hartigan, alleges that Mr premiums for the health coverage ranged from $164 to Mr Zupan was arrested on Nov 8 and posted $50,000
Zupan's sale of the policies violated provisions of the Illi- $184 bond He was scheduled for arraignment earlier this
nois Consumer Fraud and Deceptive Business Practices Mr Zupan collected about $5 million in premiums from month If convicted on all counts, Mr Zupan faces a maxi-
Act policyholders, and paid about $2 5 million in claims since mum of five years' imprisonment

.
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• "Insurance Agents' and Bro-
kers' Liability for Insurer Insol-
vencies" is a 66-page mon,graph
by Ronald C. Horn, a professor of
insurance studies at Baylor Uni-
versity in Waco, Texas. In the wake
of widespread insurer insolvencies
and in light ef the limits c f state
guaranty funds, Dr. Horn examines
the errors and omissions claims

against insurance agents, brokers
and consultants. Copies of the
monograph are $24, including
postage and handling. Pennsylva-
nia residents add 6% sales tax. The

monograph is available frim the
Society of Chartered Proper:y &

Casualty Underwriters-Harry J.
Loman Foundation, Kahler Hall,

720 ProvidenDe Road, CB#3, Mal-
vern, Pa. 19355-0709; 215-251-
2728.

• A free brochure on business

Info

Bloomington, MN Chicago, IL
(612) 8544111 (312) 559-04CO

credit insurance coverage is now
available. The brochure outlines

the coverage available and how it

wcrks. Cogies are available from
American Oredit Indemnity Cc.,
300 St. Paul Place, Baltimore. Md.
21202-218% 800-624-4969.

• "How to Organize an Arson
Task Force in Your Con:mu-

nity" iS a pamphlet aimed at or-
ganizing a community to priteut
property fr)m destruction. The In-
surance Committee on Arson Con-

trol has updated its tips for private
citizens ar.d business owners on

how to form coalitions to figtt :he
crime. The ICAC is an insui·ance

industry-supported group combat-

ting arson. Free copies of the pam-
phlet are available by writing The
Insurance Committee on Anon

Control, 11501 Woodfield load
SLite 400 West, Schaumburg, Ill

60172-4980 312-490-BEEO.

• Th€ Workers Compensation
Research Ins:itute has released a

58-page paperback, ';Medical
Cost Containment in Workers'

Compensation: Innovative Ap-
proaches," edited by Eichard B.

Victor. The Cambridge, Mass.-
based inssitute is offering copies at
$15 each. Massachusetts residents

add 5% :ales tax. Request put,lica-
tion WC-87-1 from the Workers

Compensation Research Insttite,
245 Firs: St., Cambridge, Mass.
02141.

• "Communicating Employee

Benefit Plans," a compilation of
presertations made at an Int.ma-
tional F)undation of Employee
Benefit Plans instisufe, is now
availatle. Copies )f the book

(ISBN 0-891 34-325-2) cre $10 for
foundation members and S18 for

non-members. Payments should be
sent to the Publications Depart-
men:, International Foundation,

P.O. Box 69, Brookfield, Wis.
53008-0069; 414-786-6700.

• The Insurance Informa:ion In-

stitute has published five short
study leaflets on major issues fac-
ing the property/casualty indus-
try. The titles are as follows: "2
Minutes on Insurance"; "State vs.
Federal Regulation of Insurance";
"Competition or Collusion"; "Auto

Parts"; "Tort Reform and Insur-
ance Prices"; and "Insurance Ac-
counting." Single copies of the
leaflets are free by phoning the III
at 800-221-4954.

• The W.E. Upjohn Institute for
Employment Research offers two
books on the topic of income re-
placement policy. "The Tragedy
of Black Lung-Federal Compen-
sation for Occupational Disease"
examines the history of the Coal
Mine Health and Safety Act and
the policy implications of the pro-
gram. The book, Item D7 0-88099-
045-7, is available in paperback for

Competition. *'ith fowes in your coner you've got a knockout
punch in vour pocke And heavyweight power behind
you ever> step of the way
So if pu re a contender fo- an important account
Call on innovative solu ions

Call on wor dwide markets

Call on nocialty coverage where and when you need it.
Call on thS EaS prof,ssicnals who can provide what
it ta18 to g) the distance
Call BM# first

Dallas, TX
(21£) 233-2202

Houston TX

(713) 785·2622
Nashville, TH
(615) 883-5623

New York. Nh

(212) 406459[
Newport Beach, CA San Francisco, CA
(714) 760-9226 (415) 495-0106

$13.95. "Permanent Disability
Benefits in Workers' Compensa-
tion" is a study of the criteria and
procedures used to compensate
permanent disabilities in 10 states
and includes an analysis of the
strengths and weaknesses and rec-
ommendation for possible reforms.
The book, Item 0-88099-050-3, is

available in paperback for $15.95.
Requests should be sent to the W.E.
Upjohn Institute, 300 S. Westnedge
Ave., Kalamazoo, Mich. 49007;
616-343-5541.

• Reprints of articles on civil
justice reform from the Journal of
American Insurance are available

in a free compilation from the Alli-
ance of American Insurers. Article

topics include medical malprac-
tice, comparative negligence, joint
and several liability, the collateral

source rule, contingent fees, arbi-
tration, discovery abuse, prejudg-

ment interest and punitive dam-
ages. For single copies, contact the
Alliance of American Insurers,

Public Affairs Department, 1501
Woodfield Road, Schaumburg, Ill.
60173-4980; 312-490-8500.

• Guides to day-care insur-
ance in California and Oregon
are available from Western Insur-

ance Information Service, a non-

profit consumer education and
communications organization affi-
liated with the Insurance Informa-

tion Institute. "The guides are de-

signed to help people who provide
day-care services, in their homes or
on separate commercial premises,
understand and find insurance,"

said James Snyder, executive
director of WIIS. Copies of the

guides are free. In California, con-
tact WIIS, 150 Post St., Suite 640,
San Francisco, Calif. 94108; 415-
392-3185. In Oregon, contact WIIS,
11855 S.W. Ridgecrest Drive, Suite
107, Beaverton, Ore. 97005; 503-
643-6355.

• The National Assn. of Inde-

pendent Insurers has published
"Financial Services Integra-
tion: The Promise and The Real-

ity," which examines the history of
the separation of the banking and
insurance industries and outlines

the NAII's activities in legislative
hearings on barriers between the

two industries. The 36-page book-
let also includes a state-by-state

legislative and regulatory analysis.
Free copies of the booklet are
available from Cindy Churan,
NAII, 2600 River Road, Des
Plaines, Ill. 60018; 312-297-7800.

• Two publications from the
American Institute for Property &
Liability Underwriters and the In-
surance Institute of America,
"CPCU/HA Catalog" and "Key
Information for Prospective

Students," are available to help
students and company education
directors select courses for 1987-

1988. The key information booklet
includes a "Self-Inventory for

Prospective CPCU/IIA Students"
designed to help students assess
their strengths in relation to
CPCU/IIA study. Students who
complete the inventory are eligible
to receive a free counseling rec-
ommendation on a particular
starting course. Both publications

are available free by writing or
calling: Field Services Depart-
ment, The Institutes, 720 Provi-
dence Road, Malvern, Pa. 19355-
0770,215-644-2100.

.

Have a new report, booklet or edu-
cational brochure you'd like to

send to buyers of insurance? Busi-
ness Insurance will describe ma-

terial costing less than $25 as an

editorial service in the Info col-
umn. Simply send us a copy of the
item to be offered and a short de-

seription of it, along with the cost
and a mailing address. Address all
contributions to Info, Business In-
surance, 740 N. Rush St., Chicago,
Ill. 60611-2590.



1 Risk retention roundup
Taxi operators plan
risk retention group

PITTSBURGH-Taxi owners

and operators are expected to be
able to purchase liability insurance
from a risk retention group soon.

Pittsburgh-based Insurance
Managers administers the group,
which is called Transerv Risk Re-

tention Group Inc. In addition, In-
surance Managers provides risk
management services for plan par-
ticipants.

The Vermont-chartered group
also plans to offer coverage to
owners and operators of paratran-
sit vehicles used, for example, to
transport the elderly. The group
will write liability coverage with a
combined single limit of up to
$250,000 on a claims-made basis
for its members. Members must

buy $1,000 in Transerv stock per
vehicle to participate in the pro-
gram. The group has raised about
40% of the $2.5 million in capital
required before it can begin issuing
policies.

Stan Friedburg, president of In-
surance Managers, says although
rates will vary from state to state,
the coverage offered by the pro-
gram should be about 20% to 40%
less expensive than coverage avail-
able from commercial insurers.

The company initially filed plans
to operate in Maryland, New York,
Ohio, Pennsylvania and West Vir-
ginia. James McKenna, an attorney
representing Insurance Managers,
says the group expects to file soon
in several other states, including
California and Oregon.

Mr. Friedburg says the group is
seeking brokers to market the pro-
gram on a nationwide basis.

-By Mark A. Hofmann

Consultant coverage
NAPERVILLE, Ill.-A new pur-

chasing group has been formed to
offer errors and omissions insur-

ance for management consultants.
Pennsylvania-domiciled Home-

stead Insurance Co. is writing the
coverage for Consultants Liability
Assurance Society Inc., an Illinois-
incorporated purchasing group
created under the Risk Retention

Act of 1986. The nationwide pro-
gram is being administered by Rig-
don & Associates, a Naperville in-
surance agency.

Rigdon President Douglas Rig-
don says the E&0 coverage is being
written on a claims-made basis.

Primary coverage is available
with limits of $100,000 to $1 mil-
lion, with excess coverage limits of
up to $5 million. Mr. Rigdon says
rates depend on the number of
professional consultants employed
by a firm, the firm's revenue base
and the use of subcontractors.

Mr. Rigdon stresses that the E&0
coverage applies only to the policy-
holder's consulting activities. The
policy specifically rules out cover-
age for "claims arising out of any
act, error or omission in any pro-
fessional function other than that

specifically included in the insur-
ance provided by the policy if the
practice of such profession re-
quires a license from a governmen-
tal body having jurisdiction."

In addition, the insurance does

not cover consultants when they
act as: accountants, bookkeepers,
actuaries, appraisers, architects,
design professionals, data pro-
cessing systems programmers, en-

gineers, fiscal planners, geologists
and geophysics, insurance agents
and brokers, investment counsel-

ors, lawyers, meteorologists, health
care practitioners, psychologists,
real estate agents and brokers, sur-
veyors, tax preparers and veteri-
narians.

The coverage also does not apply
to claims arising from incidents re-
lated to pollution or environmental
impairment.

Mr. Rigdon says his firm worked
with several professional associa-
tions in creating the purchasing
group, including the New York-
based Institute of Management
Consultants, the Assn. of Execu-
tive Search Consultants of Stam-

ford, Conn., the Portland, Ore.-

based Organizational Development
Network and the Arlington, Va.-
headquartered American Assn. of
Healthcare Consultants.

-By Mark A. Hofmann

PRIMARY CGL COVERAGE

FOR

ELEVATOR CONTRACTING RISKS

0 Occurrence Form

0 $1,000,000. CSL Limit
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0 Admitted Carrier

A + XV Rating

Captive Planners, Inc.

12520 Prosperity Orive

Suite 310

Silver Spring, Maryland 20904

(301] 622-5905

Clasfris

When lawsuits get out of hand, everybody loses.

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

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

For information contact

William MacQueen, Vice President
National Administrative Offices
1608 Walnut Street

Philadelphia, PA 19103-5406

1-800-631-9900

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

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

Thinkabout what litigation costs you. Then consider
the proven alternative, JUDICATE.

, 1®
. \I JUDICATE®
THE NATIONAL PRIVATE COURT SYSTEM



More U.S. risks ceded to London market: ROA
By CAROLYN ALDRED

LONDON-U.S. risks repre-
sented the largest growth in Lon-
don's non-marine reinsurance

market last year, according to sta-
tistics published by the Reinsur-
ance Offices Assn. last month.

The statistics, based on results
from 50 U.K. reinsurers, show that
U.S. non-marine reinsurance

placed in the London market grew
38% last year.

While gross non-marine reinsur-
ance premium income from the
United States rose to 635 million

pounds ($939.8 million at year-end
1986 exchange rates) in 1986 from
461 million pounds ($668.5 million
at year-end 1985 rates) in 1985,
non-marine reinsurance premiums ,

from the United Kingdom rose only
4% to 393 million pounds ($581.6
million) from 378 million pounds
($548.1 million).

Non-marine premiums from Eu-
rope increased 10.7% to 280 mil-
lion pounds ($414.4 million) in
1986 from 250 million pounds
($362.5 million) in 1985.

Overall, London reinsurance
companies increased gross world-
wide premium volume 13.7% to
2.16 billion pounds ($3.2 billion) in
1986 from 1.9 billion pounds ($2.76
billion) in 1985.

Meanwhile, London market rein-

surance company earnings for 1986
are worse than expected because
many companies had to strengthen
reserves for past years, according
to the ROA, which represents

about 100 reinsurance companies
authorized to write U.K. business.

The ROA statistics, compiled by
Professor R.L. Carter of Not-

tingham University, represent "a
very large part of the market and it
is known that all the major com-
panies" are represented, said a let-
ter sent by the ROA to members.

Although the ROA provides no
interpretation of the results, it
does point out that the "1986 fi-
nancial year gross results could be
significantly affected by eom-
panies having to strengthen their
reserves for past years, thus mak-
ing results for the 1986 financial
year worse than might have been
expected."

Gross proportional treaty premi-
ums increased by less than 5% to
738 million pounds ($1.09 billion)
in 1986 from 704 million pounds
($1.02 billion) in 1985. The 1986

figure includes 502 million pounds
($743 million) of property business
and 222 million pounds ($321.9
million) of casualty business. The
remainder of the premium was not
been broken down into specific ca-
tegories, according to the ROA.

Non-proportional treaty prop-
erty premiums, however, increased
32% to 378 million pounds ($559.4
million) in 1986 from 286 million

pounds ($414.7 million) in 1985,
while non-proportional treaty ca-
sualty premiums increased 27% to
330 million pounds ($488.4 million)
in 1986 from 260 million pounds
($377 million) in 1985.

The largest percentage growth in
premium income was in aviation
business, where proportional and
non-proportional gross reinsur-
ance premium volume rose 33% to
103 million pounds $152.4 million)
in 1986 from 77 million pounds
($111.7 million) in 1985.

Non-marine facultative premi-
ums increased 13.5% to 312 million

pounds ($461.8 million) from 275
million pounds ($398.8 million).
But proportional and non-propor-
tional marine business remained

almost static at 302 million pounds
($447 million) in 1986 compared
with 300 million pounds ($435 mil-
lion) in 1985.

A breakdown of claims com-

pared with premium volume since
1982 shows the London market

suffered a particularly bad under-

The Reinsurance Offices Assn. statistics,

compiled by Professor R.L Carter of Nottingham
University, represent 'a very large part of the

market and it is known that all the major
companies' are represented, said the ROA.

writing year in 1983 for non-pro-
portional treaty property business.

The ratio of claims incurred to

premiums for the market's total

business in this sector stands at

227.2% for 1983, compared with
115.4% for 1982. In particular, for
U.S.-based non-proportional

treaty property risks, the ratio for
1983--233.896--exceeds the ratio

for 1982-68.6%-by more than
three times.

The loss ratio for U.S. proper-
tional property treaty business
written in the United Kingdom in
1983 also is worse than in 1982,

with a ratio of 158.4% compared
with 115.9%.

Loss ratios for worldwide non-

proportional treaty casualty busi-
ness written in the London market

stand at 161.5% for 1982 and

141.2% for 1983. The worldwide

proportional treaty casualty loss
ratio for 1982 and 1983 were both

97.9%.

For non-marine Yacultative busi-

ness the loss ratios for 1982 and

1983 are 123.7% and 116.8% re-

spectively. The loss ratios for pro-
portional and non-proportional
marine business stand at 101% for

1982 and 112.4% for 1983.

Aviation underwriting results
show better results for 1983 with a

loss ratio of 77/Mb: The aviation
loss ratio for 1982 stands at

111.1%. •
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It's a matter of defense.

To do battle against loss and liability,
you've got to be armed with the right informa-
tion. Which is why you should make Hartford
Specialty your ally.

Whether your company payroll numbers
100 or 100,000, Hartford Specialty can meet
your loss and claim information needs. With
just the right combination of systems,

savg and service.
Like a monthly loss report that's as easy

to read as it is comprehensive. Or customized
claim reports that can give you the whole
picture.

With our Customer Allocation System
you can assign medical, indemnity, and
expense dollars to profit centers - individually,
or in any combination.
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Reinsurer input is desirable: Underwriter
By CAROLYN ALDRED based General Accident Fie & ain, he noted whereas reinsurance capacity was

Life Assurance Corp PLC "There is certamly an element of freely available for occurrence
LONDON-Reinsurers should It is rare for the reinsurer con-

The market'seems
feeling amongst U K offices that wordings offered by other Euro-

have closer contact with policy- cerned to be involved in any dis- hell bent on talking there is selection against them by pean insurers," Mr Lister added
holders and improve their reta- cussion with a policyholder, but he

itself into another
the reinsurance market in not There is a need for much closer

tionships with direct insurers, par- would probably have a sound con- being offered equivalent facilities links and more detailed discussion
ticularly in the United Kingdom, tribution to make from the widely period of disaster,' to those available elsewhere and between the direct and reinsurance
according to a British underwriter based knowledge of writing risks perhaps particularly to direct un- market, he continued

"Reinsurers could improve their from many areas of the direct mar- Mr. Uster says. derwriters in some other European Meanwhile, the debate between
image in the marketplace by par- ket,' he added countries," he said claims-made and occurrence policy
ticipating to a greater extent in the Mr. Lister's comments were pub- For example, "lhere appeared to forms "appears to drift without
area of communication with the lished last month in the Remsur- the ROA in September be unreasonable pressure by rein- any clear resolution," he said
public, in particular the business ance Offices Assn 's report on the In addition, direct insurers' reia- surers of U K company treaties to The move to impose claims-made
community," said Nigel Lister un- British reinsurance market The tionships with their reinsurers is force the introduction of claims- liability coverage in the U S mar-
derwriting manager for Perth- report is based on a forum held by waning, particularly in Great Bn:- made (forms) on a blanket basis, ket "has slowed to a virtual stand-

still and in some areas is being re-

4 5.*WA, versed Similarly in the UK.
11 insurers that have sought to con-

1

1, ''.3 vert their account wholly onto a
, claims-made basis have reversed

their thinking and are tending to_ 4 UP JLJ+'' r r
I ,

6, I fall in line with those applying the
/

cover on a more selective basis "

, 1 ,, 1 '11.Y '15: , Mr Lister said that 1987 has

*1,14,1

4

4.'' seen a slight return to more flexi-
2 4 

LL
ble underwriting of hability risks
with insurers offering more capac-
ity except for high-hazard risks

< j \,7
'.,9.21ES'

However, -malor accounts with

>,PA?:1 US exposures are still finding dif-

//

' ' 1 'J' ficulty in purchasing cover at the
level of $100 million or more

t7
E/

which was available three years
ago," according to Mr Lister41

But "with the market having
g

1 f( fought hard to try and recover to a

\ 11+

reasonable level of profitability, it

0
ts disappointing to hear the recent
talk of a softening market devel-
oping The worst of it is such talk
has stemmed from insurers, rein-

,ik' 1

surers and brokers, but not from

Dolicyholders Although policy-

I ,
holders may have something to
gain in the short term, none of the

4

rest of the market has and yet it
*t. seems hell bent on talking itself

5 M* s'··M 2 l' into another period of disaster," het

'11, said

1,
While property accounts are

' '; I' N .#0, 'back to a reasonable level of rat-

 there is still some way togoto:ret casualty accounts back to a
, . h.. ,'lt" M-:1&.W A , h,AZIN :.·r *t'NL· wholly acceptable area of main-

mmed profit," he added
1, I r. -fl,
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we respond with innovation and SPECIALTY..a Call (313)446-1609.we're your best defense.
The Insuraic: Pe•,Fle of ITT
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NAC Re reports 50% boost in net income
1 Financial briefs

NAC Re Corp. of Greenwich,
Conn., reported net income of $7.7
million for the nine months ended

Sept. 30, up 50% from the $5.1 mil-
lion for the comparable period in
1986.

Included in the 1986 nine-month

results is a pretax charge of $1.5
million resulting from a commuta-
tion of certain retrocessional

agreements with Universal Rein-
surance Corp.

Operating income for the first
nine months of 1987 was $7.1 mil-

lion, up 140% from $2.9 million for
the first nine months of last year.

NAC Re's net premiums written
for the nine-month period were
$115.7 million, a 75.9% jump from
the $65.8 million reported for the
period in 1986.

In the third quarter, net income
totaled $2.7 million, an increase of

252% from $758,000 for the third TPA of America
quarter last year.

Operating income in the third Los Angeles-based th.rd-party
quarter was $3 million, an increase administrator TPA of Am.Brica Inc.

of 400% compared with $593,000 in reported a net loss for the first nine
the same quarter last year. months of 1987 of $4.4 million,

Net premiums written for the compared with a net loss of
1987 third quarter were $37 mil- $242,000 in the first nine months of
lion, up 27% from $29 million for 1986.

the third quarter last year. Revenues for the first nine

NAC Re's combined ratio for the months increased 1 67% to $50.8

nine months ended Sept. 30 was million from $19 millicn in the

107.7%, an improvement from year-earlier period.
112.7% in the comparable period of For the third quarter, the com-
1986. pany reported a net loss of $1.9

For the third quarter, the com- million, compared with : net loss
bined ratio was 107.9%, compared of $176,000 in the third quarter of
with 114.8% in the third quarter of 1986. Third-quarter revenues rose
1986. 155.7% to $21.7 million from $8.5

T F

L

million in 1986.

"Our benefit administration op-
erations comprise approximately
half our total revenues thus far in

1987." said Chairman Tom E.

Greene III.

The company's net loss is related
to a previously announced charge
relating to increased loss reserves
for health insurance business writ-

ten by the company's First Trans-
continental Life Insurance Corp.

subsidiary.

Pan Atlantic Re Inc.

0 4158
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White Plains, N.Y.-based Pan
Atlantic Re Inc. reported that net
income for the first nine months of

1987 edged up 2.2% to $3.6 mil-
lion.

Operating income before realized
and extraordinary gains for the

11

WITH MET LIFE CONDUCTING ¢/OUR GROUP UNIVERSAL

LIFE PLAN, WE CAN MAKE BEAUTIFUL MUSIC TOGETHER.
If implementing a Group Universal Life plan

sounds difficult, get Met Life to orchestrate your
plan. With us, employee benefit managers can sit
back and enjoy the music.

We'll recommend the best enrollment approach
and then provide enrollment/communication mate-

© 1986 Metropolitan Life Insurance Company, NY, NY

rials. We even offer a loll-free number to answer

employees' questions about Group Universal Life.
With our thoroug 7 on-going plan adminis-

tration, benefit managers can hum along. Call
your broke®onsultart or your Met Life Group
Representative.

GETMET. ITFAYS.
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first nine months rose 183.5% to

14.5 million from $1.6 million.
Net premiums written in the first

nine months rose 96.9% to $45.7
million from $23.2 million.

For the third quarter, Pan Atlan-

tic Re reported net income rose
74% to $1.1 million from $660,973

in the third quarter of 1986.
Third-quarter operating income

before realized and extraordinary
gains rose 231.9% to $2 million
from $591,090.

Pan Atlantic Re said that rein-

surance market conditions during
the second and third quarter had
not been favorable and that it had

been difficult to achieve the com-

pany's domestic premium produc-
tion without compromising under-
writing standards.

In addition the company's third-
quarter and nine-month earnings

were reduced by $500,000 due to
insolvencies at the New York In-

surance Exchange that precipi-

tated a drawdown by the ex-
change's Security Fund of
subsidiary NYIE syndicate Pan At-
lantic Investors Ltd.'s deposit.

Utica National

New Hartford, N.Y.-based Utica
National Insurance Group, parent
of Utica Mutual Insurance Co., re-

ported an operating profit of $20.9
million in the first nine months of

1987, up 71.3% from $12.2 million
in the first nine months of 1986.

The company posted a $26.7 mil-
lion underwriting loss in the first
nine months of 1987, compared
with a $62.7 million underwriting
loss in the first nine months of

1986.

Utica National reported $350
million in direct premiums for the
first nine months of 1987, roughly
the same as was reported in the
first nine months of 1986.

Utica National's combined ratio

for the first nine months was

107.2%, an improvement from
119.7% in the first nine months of

1986.

Nobel Insurance Ltd.

Hamilton, Bermuda-based Nobel

Insurance Ltd. reported that net
income for the first nine months of

1987 rose 18.8% to $5.5 million
from $4.7 million in the first nine

months of 1986.

Operating income for the first
nine months rose 17.9% to $4.6
million from $3.9 million in the
year-earlier period.

Net premiums written in the first
nine months of 1987 totaled $43.6

million up 68.4% from $25.9 mil-
lion in same period of 1986.

For the third quarter, net income

dropped 36.8% to $ 1.1 million from
$1.8 million in the third quarter of
1986.

Third-quarter operating income
dropped 35% to $1.1 million from
$1.6 million in the year-earlier
quarter.

Nobel reported a combined ratio
of 90% for the first nine months of

1987, an improvement from a com-
bined ratio of 93% in the first nine

months of 1986.

In the third quarters of 1987 and
1986, the combined ratio remained

unchanged at 92%.

SCOR U.S. Corp.
SCOR U.S. Corp. more than dou-

bled its net income for the first

nine months of 1987.

The New York-based reinsur-

ance holding company reported
$ 13 million in net income for the
first nine months of 1987, a 106%
increase from $6.3 million in the
first nine months of 1986.

At the same time, operating in-
come for the first nine months 01

1987 grew a record 391% to $12
Continued on nert page
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Continued from prevzous page third quarter billion in 1987 from $1 18 billion in $360 4 million in 1986 However, lewood, Colo , has increased its
million from $24 million for the 1986, though employee benefits employee benefits premiums fell quarterly cash dividend on its
first nine months of 1986

UNUM Corp. premiums increased 5 9% to $662 5 7% to $213 2 million in this year's common stock to 6.25 cents per
Net written premiums for the million from $625 3 million last third quarter from $218 9 million share, payable Jan 15 to share-

nine-month period totaled $76 7 Net income for Portland, Maine- year in the third quarter of 1986 holders of record Dec 29 This is a

million, up 102% from $38 million based UNUM Corp fell 15 5% in In the third quarter, net income UNUM's third-quarter earnings 25% increase over the 5-cent divi-
for the corresponding period in the first nine months of this year to held almost even at $30 m.lhon in include a one-time $7 million af- dend paid on Oct 15
1986 $766 million from $90 6 million in 1987, compared with $30 1 million tertax charge related to a cost-

SCOR U S President Pierre D the corresponding period of 1986 in last year's third quarter ' containment program, including Lincoln National
Croizat attributed the Improved Pretax operating income, like- Pretax operating income, how- the elimination of lobs, that will
1987 results to the pricing and wise, slipped 30 2% in the first nine ever, slid 26 8% to $18 miliion from save an estimated $25 million an- Fort Wayne, Ind -based Lincoln
quality of the business under- months to $57 1 million in 1987 $246 million in the third quarter nually However, the effect of this National Corp increased the quar-
written since 1985, as well as the from $81 9 million in 1986 Pretax of 1986 PretaA operating income charge on operating earnings was terly cash dividend on its common
excellent loss development the operating income in UNUM's em- from UNUM's employee benefits offset by a $6 8 million non-recur- shares 9 25% to 59 cents per share
company has experienced on un- ployee benefits business fell 44 9% business dippea 84% to $20 8 mil- ring tax credit recorded by UNUM from 54 cents per share Lincoln
derwriting periods prior to 1985 to $40 3 million in the first nine lion in this year s third luarter in the third quarter National has increased its dividend

SCOR U S 's third-quarter net months from $73 1 million in the from $22 7 millhon in tie third for five consecutive years
income totaled $5 5 million, a 170% corresponding period of 1986 quarter of 1986 Guaranty National The dividend on the common
increase from $2 million in third- UNUM's nine-month premium Third-quarter premium volume stock is payable Feb 1 to share-
quarter 1986 volume slipped slightly to $1 13 rose 1 2% to $364 9 mill-on from Guaranty National Corp of Eng- holders of record Jan 8 .

Operating income for the 1987
third quarter amounted to $5 2
million, an increase of 1 96% from
1986's third-quarter operating in-
come of $1 8 million

Net premiums written in the
third quarter totaled $25 million,
up 116% from $11 6 million in the
third quarter of 1986

SCOR U S 's statutory combined

ratio for the 1987 third quarter and
nine-month period were 828% and
90 7%, respectively, compared with
93 1% for the 1986 third quarter
and 103 3% for the first Aine
months of 1986

Belvedere Corp.
New York-based Belvedere Corp

announced net income rose 67 8%

IsM&Gon?
m the first nine months of 1987 to

$24 million from $14 million in

the corresponding period of 1986
Operating income for the nine-

month period totaled $1 8 million
in 1987 compared with a $157,000
operating loss in 1986 If you talk to the real reinsurance expert-your profes-Belvedere's nine-month revenues

rose 68 5% to $26 5 million in 1987
from $15 7 million in 1986 sional reinsurance broker-and let him design a sound

Third-quarter net income leaped
138 3% to $1 3 million in 1987 from

$532,000 in 1986 Operating in- reinsurance program for you, M&G will be on.
come rose 313 6% to $1 4 million in

the third quarter of 1987, from You'll also get other top brokerage reinsurers on your pro-
$338,000 in the third quarter of
1986 Third-quarter revenues
Jumped 81 6% to $12 milhon in gram. That's the secret of the brokerage reinsurance
1987 from $6 6 million in 1986

Belvedere's third-quarter reve- market-combining the skills and experience of your
nues include about $4 5 million in

earned premiums from reinsurance
assumed by Belvedere America Re- reinsurance broker with some of the best reinsurers in the
insurance Co under an agreement
announced last month under which

Belvedere America assumed all the
business. Is M&G on?

in-force business of AEGON Rein-

surance Co of America as of July  4-- ,1,:, ,._.*'. : 217: #*. Why not ask your rein-
.1 - I

surance broker!
American Bankers

-American Bankers Insurance '4hll

Group Inc announced nine-month 1
,

and third-quarter losses primarily : 1/9 r R ''-''f**, 46
. r....ty .

because of the settlement of a law-

suit over financial guarantees A-7).,

4, *U :'Ky 
written by a subsidiary N MERCANTILE

Miami-based American Bankers r- l»

- 1,

paid $43 million to Home Savings AND GENERAL
Assn, a Midland, Texas, savings REINSURANCE

:.
and loan, to settle litigation over
credit bonds on mobile home mort-

gages (BI, Oct 5)
The Mercantile & General

Including the settlement, Ameri- Reinsurance Company of America
can Bankers' credit bond losses 177 Madison Avenue CN 1930
produced non-recurring losses of Mornstown, New Jersey 07960
$54 5 million in the third quarter
and $64 2 million during the first .

;4:.-*Edt.O .2 - ... r , ,;

nine months of the year
Including the credit bond losses, -**13519 *9 $42 42'., 5- e

American Bankers reported a net ,# ': .f E.1&43*1*PS."*•%%' *'
loss of $38 3 million in the first -»  16,6' L,trA748***2 .3r I ,

nine months of 1987, compared It,

with net income of $19 9 million in 7, a.,4 4 441,2-
the first mine months of 1986 « ' 44.·j . f.*4, ..<- €*ASIT*...·M:*4.3,
Operating income, however, rose i-,;1 2 34'14'SY 6.

1 .1 -

4 8% to $24 4 million in the first -7 J,_ _, - =··; '*,€ L , -2r'r-k .L«,0nine months of this year from $23 3
million in the corresponding pe- an re., - 4. 'll *-2 1 .¥9q Z
mod of 1986 2

-- 11,1

In the third quarter, American j ' 1* 5; aT ,

Bankers reported a net loss of
$48 2 million, which compares 1,,2

k t
*4 4, '

7'
&

't
with net income of $68 million in f &2

'f©*35% I *.,the third quarter of last year
Operating income fell 39% to $62 ,

4

million in the third quarter of 1987
4,4

from $10 2 million in last year's
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Outpatient surgery top cost control: Survey
By KAREN HUELSMAN

Outpatient surgery and pre-ad-
mission certification were rated by
corporate benefit managers as the
most effective health care cost

control measures, according to a
recent survey.

In addition, the benefit managers
responding to the survey by Erisco,
a New York-based benefit software

vendor, reported that health care
costs increased 7.8% per employee
in 1986, or only half as much as in
1985. The median health care cost

per employee reported by the ben-
efits managers responding to the
survey was about $1,850.

In addition, health care costs
comprised about 8% of these em-
ployers' total labor costs in 1986,
down from 10% in 1985.

Membership in health mainte-

nance organizations and preferred
provider organizations, along with
a drop in the number of hospital
admissions and shorter hospital
stays, were among the most com-
mon changes during 1986 in bene-
fit programs reported by the self-
administered corporations, accord-
ing to the survey.

"Health care costs are leveling
off because cost containment mea-

sures such as hospital pre-admis-
sion certification are beginning to
have an impact," said Thomas J.
Garvey, president of Erisco.

The benefit managers responding
to the survey were among the users
of Erisco's ClaimFacts, an inte-
grated health-claims management
system. Their companies represent
4.5 million insured employees in
1986 who generated 16 million
medical claims.

4 ONE SIZE
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The benefit managers ranked
outpatient surgery as the most ef-
fective cost control feature in their

plans, assigning it a value of 4.0 on
a 5-point scale, with 1.0 being "not
effective" and 5.0 being "very ef-
fective."

The next most effect:ve cost-

containment feature cited by the
benefit managers was home health
care, which received a sccre of 3.3.

Other cost control features and

the effectiveness ratings assigned
to them by benefit managers in-
clude:

• Changes in retir€e health care
plans, 3.2.

• Pre-admission testing, 3.0.
• Use of skilled nilrsing facili-

ties, 3.0.
• Hospices, 3.0.
• Wellness programs, 3.0.
• Mandatory second surgical

opinions, 2.9.
• Voluntary second surgical

opinions, 2.5.
The benefit managers reported

that voluntary pre-admission cer-
tification programs were the most
effective utilization control, with a

score of 4.5. Interestingly enough,
the respondents said that volun-
tary programs were more effective
than mandatory pre-admission
certification programs, which re-
ceived a score of 4.2.

Other utilization controls and

their scores include:

• Managed care programs, 4.0.
• Concurrent stay review, 3.8.
• Discharge planning, 3.8.
• Retrospective utilization re-

view, 3.3.

• Comparative health care data
review, 3.1.

The survey also quizzed benefit

f

The problemwi t
manyaltemate funding
programs is that they
offertoofewalternatives.

You can't offer your clients the
right alternate funding plan unless
you give them all their options.
Washington National Insurance
Company provides you with one of
the most comprehensive selections
of alternate funding plans available
for your health plan needs.

The choices range from con-

ventional, with Contingent.Discount
and Premium Delay options, to
totally self-funded financing. Our
plans include Minimum Premium,
Cost Plus, Administrative Services
Only and Stop Loss Coverage.

No one plan fits everyone's
needs and capabilities. Our alter-
nate funding program will provide

a

h

your clients with a choice. Contact
your local Washington National
representative today. Or phone
1-312/570-4831.

IRE 11 washingtonnational®
INSURANCE COMPANY

4=f

managers about significant
changes in their health care pro-
grams in 1986. According to the
survey:

• 53% reported an increase in
HMO/PPO membership among em-
ployees in 1986.

• 47% reported a decrease in
hospital utilization in 1986.

• 41% reported a decrease in '
length of stay.

• 41% added an HMO or PPO

option.
• 29% increased copayments or i

deductibles.

• 24% reported they added a
pre-admission or admission certifi-
cation program to their health care
plan.

• 6% established a flexible ben-

efits program.

Outpatient surgery was the most
popular cost control adopted by
employers, with 100% of the com-
panies surveyed saying they had
included this feature in the plans.

The survey also found that:
• 95% of the employers covered

home health care.

• 80% covered hospice care.
• 75% had a pre-admission test-

ing program.
• 70% provided coverage for

care in a skilled nursing facility.
• 65% required mandatory sec-

ond surgical opinions.
• 35% encouraged voluntary

second surgical opinions.
• 30% had implemented a well-

ness program.
• 20% had changed their retiree

health care plan.
In addition, 15% of the corporate '

respondents currently offer a flexi-
ble benefits plan and 20% plan to
offer a flexible benefits plan in the
near future.

Health maintenance organiza-
tions were offered by 70% of the
employers surveyed, while- pre-
ferred provider organizations were
offered by 30%. In turn, 14% of the
employers offering HMOs reported
cost savings because of the pro-
gram, while 67% of the employers
offering PPO options reported cost
savings.

Besides surveying employers,
ERISCO also questioned group
health insurers and health plan
administrators.

Like employers, insurers ranked
outpatient surgery as the most ef-
feet-ve health care cost control

measure with a score of 4.0 on the

1-to-5 scale.

Other measures and their ratings
include:

• Pre-admission testing, 3.4.
• Hospice care, 3.4.
• Home health care, 3.2.

• Wellness programs, 3.2.
• Changes in retiree health care

plans, 3.2.
• Mandatory second surgical

opinions, 3.1.

• Use of skilled nursing facili-
ties, 2.8.

• Voluntary second surgical
opinions, 2.1.

The administrators also rated

outpatient surgery as the most ef-
fective health care cost control

measure, but with a score of only
3.7.

Other cost control steps and the
scores include:

• Changes in retiree health care
plans, 3.5.

• Mandatory second surgical
opinions, 3.4.

• Wellness programs, 3.4.
• Pre-admission testing, 3.0.
• Home health care, 3.0.
• Hospices, 2.9.

• Use of skilled nursing facili-
ties, 2.5.

• Voluntary second surgical
opinions, 2.3.

For a free copy of Erisco's 1987 An-

nual ClaimFacts Survey, contact
Patricia Hildebrandt, 1700 Broad-

way, New York, N.Y. 10019; 212-
765-8500.
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M&M benefits director

wins promotion to vp
R. Byard Hires, 43, has been re-

elected a vp of Marsh & MeLennan
Cos. Inc. in New York. Mr. Hires,
who also serves as director-em-

ployee benefits for M&M, oversees
worldwide benefits for the world's

largest insurance brokerage's more
than 22,000 employees worldwide.
He reports to Edward Cole, vp-
personnel. Mr. Hires, who rejoined
M&M's corporate personnel group

in September as director-employee
benefits, most recently served as
director of human resources for

Paine Webber Inc. in New York.

Prior to that he was a vp of M&M
from 1979 to 1984. Mr. Hires re-

ceived a bachelor of arts degree
from Bowdoin College in Bruns-
wick, Maine, and a master of busi-

ness administration degree fronn
the Wharton Graduate School of

Business in Philadelphia.
***

John R. Rath has been ap-
pointed director of insurance and
risk management for the Archdio-
cese of Los Angeles. In this newly

created position he oversees prop-
erty/casualty insurance, employee
benefits, claims, risk retention and
loss control programs for the arch-

diocese, the largest Roman Catho-
lie archdiocese in the United

States. He reports to Jose Debasa,
director-secretariat for finance

and personnel services. Previously,
Mr. Rath served 20 years with
Hartford Insurance Group, most
recently as senior litigation super-
visor in Covino, Calif. He received
a bachelor of arts degree in busi-
ness administration from St. Nor-

bert College in De Pere, Wis. Mr.
Rath holds the Associate in Claims,

Associate in Risk Management and
Chartered Property & Casualty
Underwriter designations. In addi-
tion, he is working toward the
Chartered Life Underwriter desig-
nation. Mr. Rath is a member of the

Los Angeles chapters of the Risk &
Insurance Management Society
and the Society of CPCU. He also
serves as an instructor for the In-

surance Educational Assn. of

Southern California.
***

Eugene Semon, 41, has been

named director of risk manage-
ment at Triangle Publications Inc.
in Radnor, Pa. In this newly
created position he is responsible
for property/casualty insurance
and corporate programs in em-
ployee safety, property protection
and environmental risk control. He

reports to Russ Tredinnick, con-
troller. Prior to joining Triangle,
which publishes TV Guide, Daily
Racing Form, Seventeen and other
magazines and newspapers, Mr.
Semon was an independent consul-
tant. He holds a bachelor of science

degree in chemical engineering
from Manhattan College in Bronx,
N.Y. In addition, he is a member

of the American Society of Safety
Engineers and is a Registered Pro-
fessional Engineer.

* *

Florian J. Szmurlo, 38, has
been named assistant treasurer,

risk management at The Ceco
Corp. in Oak Brook, Ill. In this po-
sition he oversees Ceco's property/
casualty insurance, as well as
claims management. Ceco is in-
volved in concrete construction
services and manufactures con-

struction products and hardware.
Mr. Szmurlo replaces Philip G.
Spotts, who left the company, and
reports to George L. Faulstich Jr.,
senior vp and chief financial offi-
cer. Mr. Szmurlo, who joined Ceco
in 1972, most recently served as
manager, risk management. He re-
ceived a bachelor of business ad-

ministration degree from Loyola
University in Chicago. In addition,
he holds the Associate in Risk

Management designation and is
working toward the Chartered

Property & Casualty Underwriter
designation.

We'd like to report on staff changes

in your company's risk manage-
ment, safety or employee benefits
department. Just drop a note to
Paul Winston, assistant copy edi-
tor, Business Insurance, 740 N.

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

photograph, too.
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SERVING THE SECURITY GUARD INDUSTRY FOR OVER A QUARTER CENTURY:

Brownyard is the shield behind
the shield!

Every daythe Security Guard industry provides protection
for its clients by offering a "shield" against a host of risks and
perils. We do the same for them!

Brownyard pioneered"protection for the protectors;' and
now we offer comprehensive liability protection through
stable, top-rated (A+ Class 15) licensed carriers that are
admitted in all states. That's an exclusive.

Another exclusive is Excess Liability coverage with $5 mil-
lion limits and no restrictions/

We also offer Third Party Fidelity Bonding. Please call
ustoday.

BROWNYARD
20 Fourth Avenue, Bay Shore, NY 11706

\ BROTHERS (800) 645-5820 (Except in New York) (516) 666-5050

PACIFIC MUTUAL BELIEVES

THERE'S NO SUCH THING

..SA SMALL LIFE.
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Small Lives Need Big Protection.
The big advantages of PPOs, like

low cost and flexibility, have managed
to elude the small life market-until

now Pacific Mutual has always believed
there's no such thing as a smalllife. And
every company, no matter how small,
needs-and deserves-affordable pro-
tective coverage. That's why Pacific
Mutual offers not one, but four, PPO
swing plans for businesses with 2 to
34 employees.

At Last, Big PPO
Advantages 'Ihilor-made
for Small Businesses.. .

This means that you can now offer
your small business clients all the
benefits of PPO protection. Pacific

Mutual's PPO swing plans let you
deliver the highest quality health care
protection available at surprisingly
low prices.

All PPO swing plans offer the
benefits your clients are seeking, like
lower monthly premiums, reduced phy-
sician and hospital fees, and, of course,
flexibility to choose a plan-approved
health care provider or a doctor of the
employee's choice.

Pacific Mutual's PPO Pays
a Higher Percent When a
Plan-Approved Doctor Is Used.

All PPO swing plans deliver
superior medical protection at the
lowest possible cost. After satisfying a
small deductible, PPO I pays 80 percent
while PPO II pays 90 percent of all
charges for basic medical services from

an approved provider. The Star Care
Plus plans will pay 90 percent or 100
percent of these charges and waive the
deductible as well. If medical services

are provided by an unapproved provider,
employees still receive benefits but at

a lower co-insurance percentage. Both
plans also include hospital and out-
patient surgery "pre-certification" pro-
visions, prescription drug card coverage,
and a minimum of $10,000 group life
and AD&D insurance per employee.

If you'd like to learn more about
Pacific Mutual's low cost PPO swing
options for the smalllife market, contact
a Pacific Mutual MET representative
today at 1-800-854-8028. In southern
California call 1-800-854-7434. In

northern California cal11-800-872-9200.

And remember at Pacific Mutual

there's no such thing as a small life,

Discover the Power of the Pacific.

PACIFIC MUTUAL
Member Pacific Financial Companies

lao
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ERAS suits
Continued from page 1
who is acting as coordinating
counsel for the U.S. insurers. He is

with the Southfield, Mich., law

firm of Denenberg, Tuffley, Bocan,
Jamieson, Black, Hopkins &
Ewald.

Among the facility's fronting in-
surers were Hartford Steam Boiler

Inspection & Insurance Co. of
Hartford, Conn., and International

Insurance Co., a Chicago-based
subsidiary of Crum & Forster Inc.

The pool stopped writing on Jan.
1, 1984, because it could not find

adequate reinsurance (BI, July 9,
1984). Most other insurers stopped
writing EIL coverage over the next
year, and only a few markets now
write the coverage (BI, June 1).

Reported losses on the primary
layer of the ERAS program already
exceed $70 million. The facility
also wrote two excess layers begin-
ning in 1980, but SCOR would not
reveal incurred losses or estimated

losses on the excess layers.
But, the facility's total premium

income was less than $40 million,

$16 million of which was generated
in 1983 at the peak of the soft
market, said Malcolm Aickin, the
facility's former manager.

"The cleanup costs of the U.S.

couldn't have been predicted in
1981-82," said Mr. Aickin, refer-

ring to the growing cost of cleaning
up pollution in the United States.
"Clearly, the (facility) is going to
have a disastrous loss record,

which is going to make people un-
happy," added Mr. Aickin.

A former chemist, Mr. Aickin
now works for London-based loss

adjuster Toplis & Harding (UK)
Ltd., which is owned by Lloyd's.

"Nobody knows what the total
losses will be. This is very long-tail
business, which will probably still
be running off in the year 2010,"

said James McLaren, secretary for
London-based St. Katherine Insur-

ance Co. P.L.C., one of the retro-
cessionaires that is suing SCOR
and Clarkson Puckle.

"All litigation will be vigorously
defended," said a spokesman for
Bain Clarkson Ltd., the new name

of merged Lloyd's brokers Bain
Dawes P.L.C. and Clarkson

Puckle.

SCOR would not comment on

specific charges by the plaintiffs.
However it did say in a prepared
statement: "In the light of wors-
ening claims experience in the EIL
program once fronted by SCOR, a
small number of our retrocession-

aires have recently expressed dis-
satisfaction at the disclosure made

to them when they agreed to par-
ticipate. We have yet to receive any
detailed allegations, but it appears
that to preserve their legal posi-
tion, the retrocessionaires have

started legal proceedings in the
commercial court in London.

"The pool was managed by
Clarkson/ERAS, who also bore the

responsibility of underwriting and
claims handling," the SCOR state-
ment said.

In April 1987, "some problems
related to the development of
claims led SCOR to negotiate with
Clarkson the transfer of the claims

handling management (to SCOR),
with the agreement of the main re-
trocessionaires," the statement
said.

Claims management was trans-
ferred to SCOR for two main rea-

sons according to observers: SCOR
was dissatisfied with Clarkson

Puckle, and management of the
pool was hampering the merger
negotiations between Bain Dawes
and Clarkson Puckle.

The merger occurred April 4, the
same month management of the
pool's runoff was moved to SCOR.

The SCOR spokesman denied the
decision to take over management
of the runoff was related to the

merger.

"SCOR's goal was to ensure that
the most efficient system of coordi-
nation of the claims handling and

defense would be set up," he said
in the statement.

The initial capacity offered by
the facility was $5 million per risk/
$10 million aggregate for a pri-
mary EIL insurance policy. In
1980, Clarkson established two ex-

cess layers to boost the facility's
capacity to $20 million, according
to SCOR. These layers were:

• $5 million excess of $5 mil-

lion, led in the London company
market by SCOR, which took 15%
to 20% of each risk. Robin A.G.

Jackson, underwriter for Lloyd's

syndicate 799, managed by Merrett
Underwriting Agency Management

Ltd., led the Lloyd's syndicates
that participated on this layer.

• $10 million excess of $10 mil-

lion, led by Bavarian Reinsurance
Co. of Munich, West Germany,
which took 25% to 30%, and Mr.

Jackson in the Lloyd's market.
From 1977 through 1982, the

pool's U.S. fronting insurers ceded
100% of their EIL risks in the pri-
mary layer to SCOR. SCOR re-

tained an average of 20% of each
risk and retroceded 80%.

However. in 1983, Hartford
Steam Boiler and International In-
surance Co. each retained 7.5% of

each risk, with the remaining 85%
ceded to SCOR. SCOR then re-

tained 15% of the risk, retroceding
the remainder.

The primary layer already had
paid losses of $18.79 million by the
end of June 1987, and ousstanding
losses, .ncluding insurers' ex-
penses, totaled $52.4 mill.on, the
SCCR statement said.

However, SCOR refused to com-
ment on the total estimated losses.

In a lawsuit filed Nov. 6 in Lon-

don's High Court, a group of

SCOR's retrocessionaires-led by
Cyril Warrilow, a former Lloyd's
non-marine underwriter for syndi-
cate 553-is suing SCOR, Clarkson
Puckle Ltd. and 19 associated

companies of Clarkson Puckle for
unspecified damages.

Mr. Warrilow resigned from syn-
dicate 553, managed by C.J.W.

(Underwriting Agencies) Ltd., in
May following huge underwriting
losses on North American liability

business. The syndicate's business
is now being runoff (see story,
page 301.

Other retrocessionaires that filed

the suit include Lloyd's syndicates
231, managed jointly by Bolton

Ingham (Agency) Ltd. and Janson
Green Ltd.; syndicate 665, man-

aged by R.D. Robertson Under-
writing Agency Ltd.; non-marine
syndicate 605, managed by Lam-
bert Brothers (Underwriting Agen-

cies) Ltd.; and syndicate 518, man-
aged by Salter & Duthwaite (Un-

derwriting Agencies) Ltd.
Syndicate 518 ceased under-

writing on Jan. 1, 1986, and is
being run off, said a Lloyd's spo-
keswoman.

The ether plaintiffs are St. Kath-
erine and CNA Reinsurance of

London Ltd.

The retrocessionaires seek a dec-

laration from SCOR that certain

EIL reinsurance contracts written

between Dec. 31, 1980 and Jan. 1,
1983, have "been validly voided"

or are "voidable by reason of ma-
terial non-disclosure and/or mis-

representation" by SCOR.
The plaintiffs also seek unspeci-

fied damages for breach of SCOR's
duty of good faith if they are held
bound to the retrocessions.

In addition, the plaintiffs claim

unspecified damages against
Clarkson Puckle and associated

companies for negligence, breach
of fiduciary duty, breach of con-
tract, misrepresentation and/or
non-disclosure resulting from
Clarkson's involvement with the

EIL "insurance and reinsurance

transactions."

Clive Boxer of Fishburn Boxer &

Co., the lawyer acting for the
plaintiffs, refused to comment, and
Mr. Warrilow could not be reached

for comment.

Mr. MeLaren of St. Katherine

confirmed the insurer "has taken

protective action" but would not
Continued on nert page
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comment on the litigation.

Three other suits also were filed

this summer by underwriters that
participated on excess layers of the
facility and by SCOR retrocession-
aires against Clarkson Puckle sub-
sidiaries and others.

On Aug. 6, Zurich Reinsurance
Co. and subsidiary Alpina Reinsur-
ance Co. together filed two suits
against Bain Clarkson Ltd., Clark-
son Puckle Ltd., 20 Clarkson affili-
ates, Howden Agencies Ltd. of New
York and Alexander Howden In-
surance Services Ltd. of New York.

Both suits seek unspecified dam-
ages, charging mismanagement.
However, one suit lists six specific
policies written by the facility.

Both Zurich and Alpina acted as
SCOR's retrocessionaires and as

underwriters on the excess layers
of the facility from 1977 to 1984.

On the same day Zurich and Al-
pina filed their suit, Bavarian Re-
under its German name Bayerische
Ruckversicherung Aktiengesells-

chaft-sued the defendants. Bavar-

ian Re led the second excess layer
from 1980 tn 1984.

Broker Alexander Howden of

New York, a unit of Alexander &
Alexander Services Inc.,is named

because it had "an underwriting
agreement" with Clarkson Puckle,
said a SCOR spokesman, who re-
fused to be more specific. The for-
mer Alexander Howden Insurance

Services in Atlanta was the U.S.

manager for the program. An A&A

spokesman refused to comment.
In each of the suits the un-

derwriters are claiming damages
for breach of contract, breach of

duty and/or negligence in connec-
tion with the defendants' "man-

agement and/or administration of
an environmental impairment li-
ability reinsurance scheme cover-
ing United States business, in

which the plaintiffs part ici-
pated. . . ."

The underwriters in the three

suits also are claiming unspecified
damages for the defendants'

breach of duty and negligence in
procuring, assessing, rating, deter-
mining the acceptance and/or
terms of acceptance of EIL risks
and/or writing the EIL coverage
emanating from the United States.

During court hearings, the rein-
surers intend to refer to particular
policies the pool wrote for U.S.
risks, according to the lawsuits.

These policies covered EIL risks
of SmithKline Beckman Corp.,
Newmont Mining Corp., Rossmans
Landfill Inc., Stauffer Chemical
Co., Waste Management Inc. and
Rohn & Haas Co., according to
Zurich, Alpina and Bavarian Re.

All the policyholders contacted
refused to comment. Rossmans

Landfill could not be reached.

In a separate lawsuit filed in

1985 and amended on Sept. 13,
1987, Bavarian Re seeks $2.9 mil-
lion from Clarkson Puckle Over-

seas Ltd. and ERAS for a rein-

surance claim it paid involving an
EIL policy written for Dallas-

based RSR Corp. and its associated

DU66,6663 1762,U,UnCE, L,eventuel I, 130 4 / di

companies.'The companies conduct
business in the U.S. in lead recy-

cling and associated activities.
Clarkson Puckle or ERAS '*acted

as the managers of a pool of rein-
surers and operated a scheme for
the provision of" EIL insurance,
the suit says. Participants of the
pool gave binding authorities to
Clarkson to "take insurance un-

derwriting decisions on their be-
half and to commit them to rein-

surance (amounting in total to
100%) of EIL risks placed with pri-
mary insurers," court papers say.

From about Sept. 19, 1980, Ba-
varian Re agreed to insure up to
25% of the second excess layer,
which was increased to 30% at the

beginning of 1981, the papers say.
On Sept 4, 1981, Clarkson

Puckle agreed to issue EIL insur-
ance to RSR with per-claim limits
of $30 million and $60 million ag-
gregate, according to the suit.

Bavarian Re charges in the law-
suit that Clarkson Puckle:

• "Failed to pay any or suffi-

e

4

4

cient attention to the contents" of

a report prepared by Environmen-
tal Risk Assessment Service (USA),
and the "real risk revealed therein

of claims against RSR."
• "Failed to pay any or suffi-

cient attention to the nature of

RSR's business; the inherent likeli-
hood of substantial lead pollution
claims arising; the particular his-
tory of RSR in relation to lead pol-
lution as revealed" by the survey.

• Included an exclusion that

"was wholly ineffective to give in-
surers or reinsurers any protection
at all under a claims-made policy."

• Failed to ensure that the in-

surance was not retroactive, or, at

the least, did not cover claims

pending but not yet made or aris-
ing from known circumstances at
the inception of the insurance.

• Failed to pay any or proper
regard to the fact that EIL reinsur-
ance represented "a potentially
catastrophic exposure."

According to the lawsuit, since
the policy was written, a "large
number of claims have been made

and legal actions have been com-
menced against RSR in respect of
which RSR is entitled to be indem-

nified," and Bavarian Re has "in-

curred or (is) likely to incur (its)
full reinsurance liability under the
second excess layer."

Attorneys with Barlow, Lyde &
Gilbert, acting for Bavarian Re,
Zurich and Alpina Re, refused to
comment on the case.

Spokesmen for Bavarian Re and
Zurich would not comment.

Oliver Kinsey, an attorney with
Simmons & Simmons who is repre-
senting Bain Clarkson, also refused
to comment.

In another lawsuit, filed Aug. 14,
Mr. Jackson-the Lloyd's un-
derwriter who participated in the
facility's excess layers and as a
SCOR retrocessionaire-seeks un-

specified damages on behalf of
himself, members of 20 Lloyd's
syndicates and seven reinsurance
companies against Clarkson
Puckle Ltd., 17 Clarkson affiliates,

Howden Agencies Ltd. of New Jer-
sey, Alexander Howden Insurance
Services of New York, and the

London Agency Inc. of Atlanta,
Georgia. The London Agency is a
Crum & Forster Corp. unit.

In the lawsuit, which Mr. Kinsey,
the Bain Clarkson attorney, says
has not been served, the plaintiffs
are claiming damages for breach 01
contract, breach of fiduciary duty
and negligence and a seek a decla-
ration of the defendants' liability.

Other plaintiffs in the lawsuit
include The Dominium Insurance

Co. Ltd. of London; Hannover Re-
insurance Co. of Hannover, West

Germany; Forsakrings A.B. Skan-
dia of Stockholm, Sweden; Skan-

dia International Insurance Corp.
of Stockholm; Insurance Co. of
North America (UK) Ltd. of Lon-

don; Royal Belge Societe Anonyme
D'Assurance of Brussels, Belgium;
and the People's Insurance Com-
pany of China of Peking.

Meanwhile, the U.S. insurers

that fronted the facility and are
paying policyholders' claims are
recovering reinsurance written
through the facility, said Mr. Den-
enberg, counsel for the U.S. insur-
ers. "Any claim paid by the lead
company is paid by SCOR. I don't
know of any litigation between
SCOR and IIC," for example, h€
said.

Although there is "considerable
litigation" between policyholders
and the U.S. insurers, the insurers'

refusal to pay claims in those cases
is not in any way related to the re-
insurance disputes, he said.

Policyholders' "claims are being
disputed not because of retroces-
sionaires' unwillingness to pay. All
claims are being paid as if they are
rightfully due," he said.

Mr. Denenberg refused to com-
ment specifically on the litigation
in the United States, but predicted
that it will "take place for many
years as many claims will not OCCUI
for years." I
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Aviation rates

Continued from page 3
The liability loss from th. disas-

ter is expected to be substantial, as
the passengers included 47 Japa-
nese and several western Europe-
ans, sources say. Tradit: onally,
Japanese and European p: ssenger
compensation has been sibstan-
tially more than for all other na-
tionalities except Americans.

Meanwhile, last week, reports
suggested that the disappearance
of the KAL jetliner may have been
caused by sabotage.

The only two passengers to leave
the plane during a stopover in
Bahrain were carrying false Japa-
nese passports and swallowed poi-
son capsules during interrogation
by Bahrain security forces. One of
the passengers, a 69-year-old man,
died two hours after taking the
poison: while his 27-year-old fe-
male companion was hospi:alized.

The KAL jetliner with 115 peo-
ple on board disappeared en route
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It'seven moreappealing
whenyouknowyourwayaround.

Everyone knows Vermont is the most
attractive captive domicile anywhere. It is
even more so when you know your way
around, guided by a bank that understands
captives as well as it understands Vermont.

So once you've met with the Banking
and Insurance Commissioner, your next
call should be to First Vermont Bank.

We'll make sure you understand all the
particulars of Vermont's captive legislation
so that everything will proceed smoothly.
Then when it comes time to arrange letters
of credit, EFT's or any banking service you
may require, we'll be on hand to put the
package together.

At First Vermont Bank, we put our
captive customers first by understanding
the business better than any other bank in
the state. So when it comes time to make

Vermont a part of your plan, contact F,ank
Mc(}affigan at 802/4634511 and let him
show you around.

Administrative Office: 215 Main St., Brattleboro, VT 05301

First Brinont Bank
Member FDIC
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from Baghdad to Seoul, South
Korea, on Nov. 29. Reports say the
wreckage lies in a jungle close to
the Thai-Burmese border.

Reports say the plane, which was
purchased from Boeing Co. in
1971, has had mechanical problems
for the past 10 years, including two
crash :andings, one of which oc-
curred in September.

The majority of KAL's hull and
liability reinsurance is written in
the London market, confirmed a
spokesman from Willis Faber.
Lloyd's broker Stewart Wrightson
Aviation Ltd., now part of Willis
Faber, placed the reinsurance on
behalf of Korean insurance com-

pany Oriental Fire & Marine Insur-
ance Co. Ltd., he confirmed.

However, the spokesman would
not comment on the policy details.

London aviation underwriters,
however, say that the hull all-risks
and liability reinsurance is led in
London by Orion Insurance Co.
P.L.C., while the hull war risk cov-
erage is led by Mr. Coleman, the
Lloyd's aviation underwriter.

If authorities conclude that the

crash was caused by sabotage, hull
war risk underwriters would pay
for the $4.8 million aircraft.

KAL has agreed to pay compen-
sation of 80,000 pounds ($144,960
at current exchange rates) for each
passenger, reports say.

As a result of the last two losses,
1987 may become one of the worst
years of this decade for Western
aviation, according to statistics
from Aviation Information Ser-
vices Ltd. in London.

Altogether, 553 passengers have
been killed this year on Western
airline flights, making it the
fourth-worst year for aviation
deaths this decade. A total of 1,500
passengers were killed in 1985;
1,000 in 1983; and 744 in 1980.
Last year, 410 passengers were
killed in aviation accidents.

third-worst year for the insured
cost of total hull losses and serious
partial hull losses since 1980, the
statistics show.

insurers $340 million, which is
double the $170 million in losses
paid by hull insurers last year and
nearing the record $500 million in
1985 and $400 million in 1983.

However, brokers and un-
derwriters to which Business In-

surance spoke agreed that the two
disasters will not stall plummeting
aviation rates.

"The crashes will have no effect
on rates, even though the South
African plane is a major loss. The
Korean jet was an old plane that
was due to be phased out anyway,"
said Lloyd's aviation underwriter
Rodney Morse.

Aviation hull and liability rates
have been dropping since April 1,
when airlines began to receive 20%
to 30% reductions (BI, April 20).
Since then, airlines have received
hull rate reductions of up to 60%.

"From what underwriters have

told us, I don't think (the crashes)
will have any effect on rates. Un-
derwriters have agreed to give sim-
ilar reductions to airlines renewing
in the next few months," noted one
London broker.

"I don't think two losses of this
nature will have any effect in dry-
ing up capacity by themselves,"
agreed Mr. Coleman.

Losses have been average so far
this year, he said. "We would need
two or three major losses to see any
change in direction in rates."

London broker Russell Pickup,
director of Bowring Aviation Ltd.,
agreed.

"At the moment, the airline mar-
ket is still profitable overall, and
1987 is still a good year as far as
losses are concerned," he said. I
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Maryland companies launch new flex plan
Four Maryland companies have

Joined together to offer Spectra- i Products & services Gracine Huffnagle at Complete nications security equipment
Equity Markets Inc, 1098 S Mil- • Protecting the data center, in-

flex, a pre-packaged flexible bene- waukee Ave, Wheeling, Ill 60090, cluding EDP fire protection, the
fit plan administered by Blue 312-541-0900 in Illinois, 800-323- effects of electrical power varia-
Cross/Blue Shield of Maryland Arbitrators cover awards However, if they uninten- 6234 elsewhere tion and static electricity

Beginning in the first quarter of tionally miss a session or hearing, • Software management
1988, Spectraflex will be available Professional liability insurance break a code of confidentiality, are Computer security • Auditing, including EDP audit
to Maryland employers with as few covering defense costs and ludg- accused of misconduct or fail to guidelines and the role of the in-
as 50 employees ments is now available to arbitra- disclose a possible conflict of in- The Computer Security Institute ternal auditor

Under the program, BC/BS un- tors and mediators through Com- terest, couldn't arbitrators be has published its revised 1987 edi- 0 Managing EDP security, in-
derwrites medical and dental ben- plete Equity Markets Inc , a fair game for a lawsuit?" tion of the "Computer Security cluding selling security to manage-
efits, Baltimore Life Insurance Co Chicago-area specialty insurance The coverage, written on a Handbook " ment, risk analysis products, secu-
underwrites life insurance bene- broker claims-made basis by Lloyd's of The 500-page looseleaf volume rity reviews and computer security
fits, Fidelity & Guaranty Life In- "With more and more people London underwriters, lS available on electronic data processing secu- awareness techniques
surance Co , a subsidiary of being sued everyday, no profes- nationwide, according to a com- rity contains sections on • Disaster recovery planning,
USF&G Corp , underwrites acci- sional can really feel safe without pany spokeswoman Standard 0 Computer security in perspec- including how to decide on a
dental death and dismemberment some insurance protection to fall limits are $100,000 per claim/ tive,including Information on backup site, disaster recovery plan
benefit, and T Rowe Price Associ- back on," according to the com- $300,000 aggregate, with a mini- computer crime, users' responsibil- checklists and data processing in-
ates Inc administers a 401(k) sal- pany's announcement of the new mum per-claim deductible of $500 1ty and data protection surance

ary reduction plan product "Arbitrators and media- Optional higher limits of $250,000/ • Communications and network The handbook costs $87 for
In addition, Spectraflex offers tors are no exception " $500,000 are available Premiums security, including Information on Computer Security Institute mem-

flexible spending accounts for "Previous claims involving arbi- range from $200 to $450 per year security of "open" systems, a bers and $95 for non-members
health and dependent care ser- trators have sought to vacate their For more information, contact primer on encryption and commu- Contmued on next page
vices With an FSA, an employee
can deduct up to $5,000 before
taxes to pay for dependent child-
care or up to $5,000 to pay for
medical expenses not normally co-
vered by the benefit plan

With Spectraflex, an employer
gives each employee benefit cred-
its These credits may be used to
purchase a variety of benefits of-
fered by the four participating
companies

Should an employee desire addi-
tional benefits beyond what can be
purchased with his benefit credits,

he may use pretax payroll deduc- A.F.>
V

tions to buy more coverage Excess the , .WZ· I
credits may be traded for taxable -.

income

Medical options under the plan
include five BC/BS of Maryland
health care programs including the
Columbia-FreeState Health Sys-
tem, a health maintenance organi-
zation

(44*44*'
Employees also can choose be-

tween various levels of term or

universal life insurance coverage
provided by Baltimore Life

Fidelity & Guaranty Life will
Off various levels of AD&D cov-

eragt - well as various levels of
long-ana short-term disability
coverage

"Spectraflex combines the re-
sources of four highly regarded

6'
Companies in response to the

./changing needs of Maryland's f

workforce," said Carl J Sardegna,
president of BC/BS of Maryland

f.*.
BC/BS of Maryland will admin-

ister all Spectraflex accounts, and ,Wk 
assign an account service coordi-
nator to assist with administration

and communication :181'

.-1 halfFor more information contact
rt. 4 8446+ 0

913
·*f

Ken Arruda, P O Box A, Timon- &

ium, Md 21093, 301-561-7547 .. 46'%.t. '
.$ .,al

COBRA software 4.'

-Mongoose," a menu-driven S 6lir Gnipcolle En 1 :
computer software system that en-
ables employers to comply with the
health care continuation provi- ip- .

viIsions of the Consolidated Omnibus
.47 "

Budget Reconciliation Act, is being LA.. 4

3

The software provides businesses
iswell used. f

with pre-prepared correspondence
A 'r'

'R.4? 4
and payment statements covering
all COBRA compliance require-
ments

Monthly invoices and benefit
termination statements are pro- Tifco's cancellation rate isone of the lowest
duced automatically

The Mongoose program runs on inthepremium financing industry.
IBM PC and PC-compatible per-
sonal computers with 512K of ran- When a premium financing company a phone call to you before cancellation. And one of the cleanest "Cancelled" stamps
dom access memory and either two uses its cancellation stamp too freely, you Generally, that's more than enough time you ever saw.
floppy disk drives or one floppy lose commissions. Not to mention clients. to solve any problems before it's too late. Learn more For the number of the
and one hard disk drive

So, at Tifco, our Job just begins with As a result, we boast one of the lowest TIFCO office nearest you call-
A personalized Mongoose control

and command disk costs $249 95, financing. It continues with our account cancellation rates in the industry East of the Mississippi' 1-800-423-5748
plus $5 shipping and handling Ad- maintenance policy that requires a monthly West of the Mississippi' 1-800-423-5749
ditional personalized disks and In Maryland: 1-301-494-1011billing, a late notice, another late notice, and
manuals are available for $25

For more information contact,
AIMMM Inc ,PO Box 8148,
Northfield, Ill 60093, 312-441-

TIDUO
6951

THE INSURANCE FINANCE PEOPLE



Products & services

Continued from page 53
The CSI also publishes "Com-

puter Security Journal," a periodi-
cal published twice a year that
serves as a forum for new ideas and
useful information about current
security products and practices.

The journal is designed for data
processing security officers, corpo-
rate managers, data processing de-
partment personnel and risk man-
agers concerned about the security
of information in the organization.

An annual subscription to the
journal is $60 for CSI members and
$65 for non-members.

In addition, both the handbook
and the journal are available for
$140 for CSI members and $150 for
non-members.

For more information contact

Computer Security Institute, 360
Church St., Northborough, Mass.
01532; 617-393-2600.

Protective clothing
ITS Corp. has released a new

training video titled "We've Got
You Covered: Chemical Protective
Clothing."

The 16-minute presentation is
designed to provide hourly em-
ployees with an understanding of
the importance of wearing and
maintaining protective clothing.

The program begins with an ex-
planation of how the skin protects
the body from foreign or hazardous
materials. It then gives instruc-
tions on how to use, remove, main-
tain, decontaminate and store
chemical protective clothing.

The video also discusses the po-
tential for heat stress while wear-
ing protective clothing and how to
avoid this trauma, as well as what
to do if overheating does occur.

The package includes a compre-
hensive leader's guide with review
topics and a reproducible quiz. The
video costs $460.

For more information contact
Angela Loundes, Industrial Train-
ing Systems Corp., 20 W. Stow
Road, Marlton, N.J. 08053; 609-
983-7300 or 800-727-2487.

Wholesaler coverage
A new underwriting program

from Atlantic Mutual Cos. in New
York provides property, liability,
business income and crime cover-
ages to U.S. wholesalers.

The insurance program provides
coverage to businesses primarily
involved in selling merchandise to
retailers; or to other wholesalers,
including industrial, commercial,
institutional, farm or professional
business users.

Businesses that are eligible for
the coverage range from distribu-
tors of meats and other foods to
marketers of industrial machinery
and equipment to importers and
exporters of a variety of goods.

"This policy is unique in that it
includes as standard provisions
many coverages, including prop-
erty off-premises and property in
transit protection, that wholesalers
find crucial but previously had to
purchase separately," explained
John Gubernat, vp of Atlantic Mu-
tual's commercial lines division.

The wholesalers policy provides
limits of up to $25,000 for property
off-premises, which includes a
wholesaler's property that is stored
away from a scheduled business
premises.

Coverage for property in transit,
including goods transported to and
from storage facilities or property
en route to or from a place of pur-
chase or sale, is subject to $10,000
limits.

The program is available at a
minimum premium of $5,000 with
a $250 or higher per-occurrence
deductible for the property cover-
age. No deductibles are applied on
the liability portion of the pro-
gram.

In addition, policyholders are el-
igible to receive a dividend from
the insurer based on the experience
of the industry group to which they
belong.

For more information, contact a
market center manager for the At-
lantic Mutual Cos.

Benefit communication
The Institute for Management, a

division of Panel Publishers Inc.,
has released the 1987 edition of

"Communicating Employee Bene-
fits."

The spiral-bound publication in-
cludes 10 communications ideas

and strategies intended to help
readers ensure that top manage-
ment has the information it needs
to make benefit decisions and to
ensure that employees are properly
informed about their benefits.

The discussion of each strategy
offers in-depth analysis of a par-
ticular communication issue or

problem and provides step-by-step
guidance to maintain and improve
effective communication.

The 10 issues and strategies are:
• Compensation: What do em-

ployers really need to communi-
cate?

• The 10 worst and 10 best in-

vestments for organizational com-
munication.

• Using summary plan descrip-
tions for more efficient employee
communication.

• The unique nature c f flexible
benefit plan communication.

• Reduction of medical benefits
for retired employees.

• Behavior change as a key to
cost containnnent.

• A computer-based interactive
communication system.

• Strategic planning for em-
ployee benefits.

• Changing pay philos,phy: Pay
for performance or performance

planning?
• Personnel manuals as involun-

tary contracts.
The manual costs $45. If not sa-

tisfied, the book can be returned
within 30 days for a full refund.

For more ir.formation, contact
Institute for Management, 14 Plaza
Road, Greenvale, N.Y. 11548.

Asbestos coverage
Morefar Marketing Inc. has in-

creased the available aggregate
limits of its asoestos abatement in-

surance program to $5 million
from $1 million.

In addition, rates are now based
on each contractor's annual gross
receipts for asbestos removal, ac-
cording to a spokesman for the
Bala Cynwyd, Pa.-based subsidi-
ary of American International
Group Inc.

Also, a simplified "Specific
Project Application" is now in use
to make the application process
easier for projects valued at less

CertiRicts-The Comprehensive Utilimtion Review System

The onlysystem
to integrate
utilization review
withhealth daims

-

aoministration ...

CertiFacts from Erisco can maxi-

mize the cost-containment poten-
tial of preadmission certification
and utilization review. This fully
automated, online system draws
upon Erisco's 15 years of experi-
ence developing advanced com-
puter systems software for
employee benefits. CertiFacts
integrates with ClaimFacts, the
health claims management sys-
tem from Erisco, to provide the
vital link for claims adjudica-
tion, utilization reporting and
cost analyses.

Here's a typical situation-
an employee's wife is expecting
a baby. You'll see the benefits
of CertiFacts before,
during and after
hospitalization.

-

Defore
Thanks to CertiFacts' online,
single-screen processing, every-
thing moves smoothly, starting
with the employee's first call to
his preadmission review service.
The system verifies employee
eligibility iy checking plan pro-
visions in the ClaimFacts data-
base. CertiFacts records the

physician's plan for the antici-
pated normal delivery. Should
the physician indicate an alter-
nate treatment plan, it would be

16

reviewed online using objective
criteria developed for CertiFacts
by board-certified specialists.

At every point CertiFacts
promotes personal communica-
tion among the reviewer, the
employee and the physician's
office. This includes agreement
on the level of care, the treat-
ment plan, when admission
should occur and length of stay.

than $100,000, rhe Morefar spokes-
man explained.

The program which is available
to contractors with at least
$700,000 in annual asbestos re-
moval receipts, is underwritten by
National Union Fire Insurance Co.
of Pittsburgh. Pa., an AIG unit.
Premiums vary, based on the
amount of grcss Ieeeipts, and a
$1,000 propert damage deductible
is required.

The coverage is written on a
claims-made basis, and an ex-
tended reporting form is automati-
cally included in the premium for
one year unless the policy is can-
celed for non-payment.

The coverage is available in all
states except -Flor.da, Texas and
Virginia.

For further .nformation on the

improved asbato. abatement pro-
gram, contact John Foerster, vp-
communications, Morefar Market-
ing Inc., 100 _Presidential Blvd.,
Bala Cynwyd P:. 19004-1247;
215-667-7528. I

during
When a medical problem results
in a Caesarean section, instead
of the planned delivery, Certi-
Facts takes the changes in stride.
The ph>sician contacts the re-
view service tc extend the wife's

length of stay, and to revise the
treatmen: plan.

CertiFacts automatically
keeps an online diary that tracks
the case from its onset. It flags
and confirms dgnificant dates for
the reviener, including admis-
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HMO enrollment jumps 20.7%: Interstudy
By JERRY GEISEL

EXCELSIOR, Minn.-Enrollment in
health maintenance organizations is increas-
ing by more than 20% annually, according to
a research group.

Between June 1986 and June 1987, HMO
enrollment increased to 28.6 million from
23.7 million, a 20.7% increase.

And, during the first six months of 1987,
HMO enrollment increased 10.9% from 25.8
million at year-end 1986, a 10.9% rise.

During the first six months, the number of
HMOs climbed to 662, up from 626, an in-
crease of 5.8%, according to InterStudy, a
research organization in Excelsior, Minn.

The rate of increase in the number of
HMOs may be easing because of high costs
and a change in market strategy, InterStudy
theorizes.

"It is possible that the high costs asso-
ciated with starting new plans have resulted
in the industry moving away from HMO

sion, continued stay review
and discharge. It monitors the
treatment plan and the appropri-
ateness of any revisions. And,
by alerting the physician and
reviewer to agreed-upon dates
and treatments, it contributes
to cost management.

f

r

start-ups and toward the purchase or affilia-
tion with existing plans in areas where ex-
pansion is desired," InterStudy said.

According to InterStudy, membership is
concentrated in large HMOs. For example,
while just 62 of the 662 HMOs have more
than 100,000 members, those jumbo plans
have 15.2 million members, or 53.1% of total
HMO enrollment.

By contrast, while the 325 HMOs with
fewer than 15,000 members comprise almost
half of all HMOs, those small HMOs have an
enrollment of 1.8 million, or just 6.3% of
total HMO enrollment.

California continues to have the highest
HMO enrollment, 7.1 million, and the most
HMOs, 49. Other states with more than 1
million people enrolled in HMOs include:
New York, 2 million people enrolled in 31
HMOs; Illinois, 1.5 million in 34 plans;
Michigan, 1.4 million in 24 plans; Ohio, 1.2
million in 41 plans; Massachusetts, 1.1 mil-
lion in 19 plans; Wisconsin, 1.1 million in 29

&after
Because of CertiFacts, the review
service was able to offer efficient,
personalized attention and fast
response to the employee and
everyone concerned. The physi-
cian obtained quick approvals
and rapid agreement to changes
when needed. All charges were
paid promptly and accurately by
ClaimFacts based on its own

data as well as information pro-
vided by CertiFacts. And at all
times, confidentiality and security
were completely protected.

This linking of preadmission
certification to claims data

makes true healthcare manage-
ment possible by providing mean-
ingful reports for measurement,
analysis and review.

If you're an insurance car-
rier or TPA, we'd like to show
you how CertiFacts can help you
compete more effectively by
offering a unique service to
your customers.

If you're a self-administered
organization considering a pre-

plans; Florida, 1.1 million in 46 plans; and
Texas, 1 million in 34 plans.

Other survey results include:
• Enrollment in for-profit HMOs is in-

creasing at a much faster rate than enroll-
ment in not-for-profit plans. During the first
six months of this year, enrollment in for-
profit HMOs climbed 20.4%, compared with
a 4.1% increase in not-for-profit enrollment.

However, more people-15.6 million-be-
long to not-for-profit HMOs than for-profit
HMOs, which have 12.9 million members.

• Enrollment in non-federally qualified
HMOs increased 14.7% during the first six
months of the year, compared with a 10.3%
increase for non-federally qualified HMOs.

However, enrollment still is concentrated
in federally qualified HMOs. According to
InterStudy, 22.8 million people, or 79.7% of
all HMO members, were members of fe-
derally qualified HMOs, compared with the
5.8 million people enrolled in non-federally
qualified HMOs.

admission review program of
your own, we'd like to demon-
stratehow CertiFactscanprovide
you with savings in the adminis-
tration of your program.

CERTIFACTS
CLAIMBrrs
Erisco-The benefits of information

20

A

• Almost half of HMO members are co-

vered by plans that are at least 10 years old.
However, younger plans, perhaps because

of their smaller base, grew faster than older
plans during the first six months of the year.

For example, enrollment in plans that
were between 1 and 2 years old climbed
24.9% to 4.1 million, while enrollment in
plans that were between 3 and 5 years old
rose 24% to 4.5 million.

On the other hand, enrollment in HMOs
between 6 and 9 years old increased 11% to
5.5 million, while enrollment in HMOs more
than 10 years old rose 8% to 14.1 million.

The growth in HMOs is reported in the fall
issue of "The Inte,Study Edge," published
quarterly by InterStudy's Center for Man-
aged Care Research. Annual subscription
cost is $140, and individual issues are avail-
able for $40. Contact InterStudy, 5715
Christmas Lake Road, P.O. Box 458, Excel-
sior, Minn. 55331-0458; 612-474-1176.

That's right. All the advantages of
Erisco's proven mainframe soft-
ware, on a mid-range computer.
But there's more.

Your own IBM 9370.
Etom Erisco.

Now you can obtain both the soft-
ware and the hardware from us, in
a one-stop solution. You get all the
flexibility and versatility of Claim-
Facts and CertiFacts, along with
the modularity and performance of
an IBM 9370. And from both com-
panies comes a well-recognized,
long-term commitment to
customer service.

A total solution

in a compact package.
The IBM 9370 fits easily in almost
any office, with no special wiring or
air conditioning. The modular design
lets it grow along with your needs.

CertiFacts, ClaimFacts and the
IBM 9370-a dedicated solution
for controlling the bottom line of
your health care dollars.

For more information.
To learn more about CertiFacts or
other Erisco benefits software, call
or write the Sales Department at
Erisco, 1700 Broadway, N.Y.,
NY 10019, (212) 765-8500.

IBM 9370 is a trademark of International Business Machines Corp.

Ensco

 T,PLectCorporation
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Towers Perrin, Forsler & Crosby $50 for Jan

Datebook 25 cal}tives briefing $300 for Lonference Con-
ference Director Tillinghast 722 PoH Road
Darien, Conn 06820 714-553-1277

DEC 9-11 Effective Management and Di- CPCU members, $155 for non-members Also JAN 25-29 Hazardous Materials Handling
rection of Malpractice Insurers and Trusts Dec 15 in Cincinnati Bonnie Kinsley, Society and Disposal course in Los Angeles sponsored
seminar in Atlanta, sponsored by Tilhnghast, a of Chartered Property & Casually Underwnters, by the University of Southern California s Insti-
division of Towers, Pemn, Forster & Crosby, Kahler Hall, 720 Providence Road, CB#9, Mal- tute of Safet> and Systems Management $735
$725 Pat Kelley, Tillinghast, 404-365-1696 vern, Pa 19355,215-251-2735 University of California Institute of Safety and

Developing a
Systems Management, Office of Ertension and

DEC 9-11 Managed Care Change and Diver- DEC 10-11 Recovering Uncollectible Rein- In-service Programs 3500 S Figueroa St Suite
Sitication HMOs, PPOs and Beyond confer- surance conference in Los Angeles, sponsored 202, Los Angeles, Calif 90007,21 1-74 3-652 3
mee m Chicago, sponsored by the National by Erecutive Enteipnses Inc $875, $775 for
Health Lawyers Assn , $400 for NHLA mem- additional registrants from same organization JAN 27-28 Persuasive Selling Skills for

Professional
bers, $450 for non-members Program Division, Executive Enterprises Inc, 22 W 2 lst St, New New Agents and Brokers course in New York
the National Health Lawyers Assn , 522 21st St York, N Y 10010-6904, 800-223-0787, 800-831- City, sponsored by the College of Insurance
N W, Suite 120, Washington, D C 20006,202- 8333 within New York $395 for college sponson, $445 for non-spon-
833-1100 sors Professional Development, The College of

DEC 14 Pollution Update Insurance Lia- Insurance, 1 Insurance Plaza, 101 Murray St,

DEC 9-11 Techniques of Risk Management bility and Regulations workshop in Boston, New York N Y 10007, 212-962-4111

Image course in Chicago. sponsored by the Risk & In- sponsored by the Society of Chartered Property
surance Management Society Inc, $540 for & Casually Underwnters, $130 for Society of JAN 28-29 ·Preventive Defense' and the
RIMS members, $640 for non-members Fran CPCU members, $160 for non-members Also Product Liability Case seminar in Phoentr

Jordan, Risk & Insurance Management Society Feb 18 in New York Cit> Mari Jennings, So- Ariz , sponsored by the Defense Researth Insli

Inc, 205 E 42nd St, New York, N Y 10017, ciety of Chartered Property & Casualty Un- tute Inc , $395 for DRI members, $415 for non-
212-286-9292 derwriters, Kahler Hall, 720 Providence Road members Defense Research Institute Inc , 750

CB#9, Malvern, Pa 19355, 215-251-2735 N Lake Shore Drive Suite 500, Chicago. Ill
DEC 10 Reinsurance Workshop m Philadel- 60611, 312-944-0575

phia, sponsored by the Insurance Society of JAN 7-8 Seventh Annual Occupational
Philadelphia, $100 for society members, $125 Health Nursing Principles and Certification FEB 1 Human Factors in Loss Control
for non-members The Insurance Society, 737 Review Course in New Orleans, sponsored by course in New York City sponsored by The Col-

4,1

Public Ledger Building, Philadelphia, Pa the Occupational Health Consulting division of lege of Insurance, $195 for college sponsors,

"CEBS is the highest mark 4 19106 Firerran's Fund Risk Management Services Inc , $245 for non-sponsors The College of Insurance,
$275 Also Feb 4-5 in Torrance, Calif, Feb 1 Incurance Plaza 101 Murray St, New York,

of professionalism in the DEC 10 Section 89 New Legislation, New 18-19 in Schaumburg, Ill , March 34 in Arling- N Y 10007, 212-962-4111
Requirements seminar in Chicago, sponsored ton Va , and March 17-18 m Cambridge, Mass

employee benefits field. by Charles D Spencer & Associates Inc , $200 Annette B Haag, Director, Occupational Health FEB 1-2 Hazardous Waste Management of
Charles D Spencer & Associates Inc, 222 W Consulting, Fireman's Fund Risk Management Small Generators couise In Loss Angeles,
Adams St, Chicago, Ill 60606, 312-236-2615 Servi.es Inc, 4040 Civic Center Drive, Rafael, sponsored by the Institute of Safet> and Systems

Calif 94912, 415-492-4708 Management, University of Southern California,

The Certified Employee Benefit Specialist

DEC 10 Assessing Vendors (HMOs, PPOs, $160 Institute of Safety and Systems Manage-
Utilization Review Firms, etc) workshop m JAN 13 New ISO Commercial Property and ment, University of Southern Cahfornia 3500 S
Chicago, sponsored by the Health Research In- Commercial General Liability Forms se- Figueroa St, Suite 202 Los Angeles, Calif

(CEBS) designation is awarded to indi- stitule $250 Health Research Institute, 1600 S minar in Bnarchff Manor, NY, sponsored bA 90007 21 ;-743-6523

viduals who successfully complete a se- Main Plaza, Suite 170, Walnut Creek, Calif the Westchester Chapter of the Society of Char-

nes of ten college level courses and 94596, 415-676-2320 tered Property & Casualty Underwriters, $25 FEB 1-3 16th Annual Professional Develop

Jerome Trupin, 170 Hamilton Ave , White ment Course in College Station Te\as co-
examinations covering the design and DEC 10 Cost Containment Through Com- Plains. N Y 10601, 914-949-4810 sponsored by Region III of the American Society
operation of employee benefit plans munications and Education workshop in Chi- of Safely Engineers and the reraf sections of

The CEBS program is cosponsored cago, sponsored by the Health Research In- JAN 13 Customer Service for Insurance the Amellean Industrial Hygiene Assn $100

by the International Foundation of
stitute, $250 Health Research Institute, 1600 S course in New York City, sponsored by The Col- Ken Coughran 512-853-0171
Main Plaza, Suite 170, Walnut Creek, Calif lege of Insurance, $195 for college sponsors,

Employee Benefit Plans and the 94596, 415-676-2320 $245 for non-sponsors Professional Develop- FEB 4 Brief Reinsurance course m New York

Wharton School of the Univer- ment Programs, The College of Insurance 1 In- City, sponsored by The College of Insurance

sityof Pennsylvania DEC 10 Employee Benefit Plans m Mergers surance Plaza, 101 Murray St, New York N Y $195 for college sponsors, $145 for non-spin-
and Acquisitions satellite seminar sponsored 10007,212-962-4111 sors Professional Development, The College ol
by the American Bar Assn, to be broadcast in Insurance, 1 Insurance Plaid, 101 Murray St
Alabama, Arizona, California, Colorado, Con- JAN 20 Managing and Controlling Asbestos New York,NY 10007,212-962-4111
neeticut, Delaware, District of Columbia, Flor- Contammation/Exposure course in Los An-

tda, Georgia, Hawaii, Illinois, Kentucky, Louisi- geles, sponsored by the University of Southern FEB 11-12 Back Injury Prevention course in
ana, Maine, Maryland, Massachuset* Michigan, Call fornia's Institute of Safety and System Los Angeles, sponsored b> the Institute of
Mississippi, Missouri, Nevada, New Mexico, Management, $160 University of California, In- Safety and Sy.tems Management, University of
New York, North Carolina, Ohio, Oklahoma, Or- .titute of Safety and Systems Management, O f- Southern California $280 Institute of SafetUham T Hubert CEBS egon, Pennsylvania, Texas, Virginia, Washing- fice of Erten.ion and In-service Programs, 3500 and Systems Management, University of South-aroid Corporation ton and Wisconsm, $135, $85 for government S Figueroa St, Suite 202, Los Angele Calif ern Callfornia, 3500 S Figueroa St, Suite 202
employees, $65 for law students Amencan Bar 90007, 213-743-6513 Loh Angeles, Calif 90007, 213-74 46523
Assn Division for Professional Education, De-
partment 21 ALN, 750 N Lake Shore Drive, JAN 20-21 Second Annual Legislative Con- FEB 18 Pollution Update-Insurance Liabil
Chicago, Ill 60611, 312-988-6200 ference m Washington, DC, sponsored bb the tty & Regulations workshop In New York Cil)

Self-Insurance Institute of America Inc , $125 sponsored by the Society of Chartered Property
For more Information, contact the CEBS Department, International DEC 10 Building Defenses Against Errors for SHA members, $175 for non-members Keun & Casualty Underwriter, $145 for Society 01

Foundation, P O Box 69, Brookfield, WI 53008-0069, (414) 786-6700 and Omissions Claims for the Professional Shem, SIIA, P O Box 15466, Santa Ana, CPCU members, $165 for non-members Mar

Insurance Producer, Professional Risk Con- Calif 92705, 714-261-2553 Jennings, Professional Services Coordinator,
sultant and Staff workshop in Baltimore, Society of CPCU, Kahler Hall, 720 Providenct

sponsored by the Society of Chartered Property JAN 21-22 Transportation of Hazardous Road, CB#9, Malvern, Pa 19355, 215-251-2741
& Casualty Underwnters, $125 for Society of Materials/Waste course in Los Angeles, spon- .

sored by the Universi*y of Southern California s The Datebook ts comp:led from notices sent ti

Institute of Safety and Systems Management, Business Insurance Notices ihould be sent at
$265 Institute of Safety and Systems Manage- letat elght weeks m advance to Datebook, Bus:
ment, Office of Extension and In-service Pro- ness Insurance, 740 N Rush St, Chicago, m
grams, 3500 S Figueroa St, Suite 202, Los An- 60611-2590 Please melude the pnce, :f any, oj
geles, Calif 90007, 213-743-6523 the meeting and information on registration fol

interested readers Business insurance reserna

JAN. 25-26 Hawaii-The U S Offshore Alter- the nght to select meetings of most interest to it,

native conference, sponsored by the state of readers and cannot guarantee that notices wiL
Hawaii, organized by Tillinghast, a division of be pnnted
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run out?
You need a micro software employee individually

system that handles defined You'll save hours in plan
contribution plans quickly design with Autofax/MPR's
with an unlimited number of automatic proposal system.
participants per plan And, reduce your input time

Since 1923, Hewitt, Coleman and Associates has been synonymous Autofax/MPR can eliminate with personnel and payroll
with self-insurance. We can offer you expert third-party administration time-consuming calculations tape download capability.

by running compliance tests Let us tell you about thisof claims, loss control and information systems-and provide the
for 401(k), 415 limitations, system available to trust

excess coverage-for the individual corporation, groups, pools and and top-heavy testing departments, plan sponsors,
captives. It's worth your while to contact us for: Eligibility tests are run plan administrators, legal

by the system Your staff and accounting firms, andEmployee Benefit Coverage · General Liability · Workers' Compensation
no longer must check each insurance companies.

Calll-800-421-9139 In S.C., calll-242-4350
AUTOFAX DIVISION

4822 Albemarle Road

P.O. Box 3665, 2717 Poinsett Highway, Greenville, SC 29608 Charlotte, NC 28205 SUNGARI
--

with Branches and affiliated offices in major cities. (704) 568-5180 - TRUST SYSTEMS INC



''he Illinois Insurance Exchange has
established itself as a force to be reckoned
with in the insurance marketplace. Since our WE
inception in 1982 we have made remarkable
progress
and have=t
impres-

sive numbers. Today, if the Exchange was
listed along with this country's 31 major
surplus lines companies, it would rank
among the top in the following categories:

INVESTIGATION
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Flex plan cap reaction
Continued from page 1
employers and consultants have written to members
and staffers on Capitol Hill protesting the $500 limit.

Already those letters are beginning to have an im-
pact, Mr. Feltman says.

"The visibility of the issue and flexible benefit plans
has been raised. You don't have to explain what a flex-
ible benefit plan is," he says.

And, at least one member of the House Ways and
Means Committee--Rep. Bill Archer, R-Texas, is pub-
licly declaring his opposition to the $500 flexible ben-
efit plan limit.

"The (House budget reconciliation) bill does make
substantial and, I believe, negative changes affecting
cafeteria plans. In my opinion, there is no justification
for this type of restriction on a valuable means of
making employee benefits more cost effective and re-
sponsive to individuals' needs," said Rep. Archer, who
is likely to be a member of the conference committee
deciding the provision's fate.

In their letters to Capitol Hill, employers and others
say that the $500 cap on salary reduction is inadequate
for employees to fund-in a tax-effective way-medi-
cal expenses and child care.

The cap "is too low for companies to put in these
plans or for employees to effectively utilize them. This
would be especially true in the areas of child and de-
pendent care, which are two of the larger social prob-
lems facing the employees of today," Roy E. Leet,
director of benefits at Ameritech Inc. in Chicago said
in his letter.

"The limit effectively eliminates salary reduction for
dependent care expenses," said J. Douglas Wert, direc-
tor of employee benefits, and Kay A. Yanacheck, man-
ager of benefit planning and analysis, at Kraft Inc. in
Skokie, Ill.

"Removing dependent care expenses from a cafeteria
plan removes one of the few meaningful and cost-ef-
fective ways that the government can support day
care," Kraft's Mr. Wert and Ms. Yanacheck added.

"The proposed limitation of $500 in available bene-
fits is insufficient even to cover family medical insur-
ance premiums that most families pay personally. De-
ductibles and coinsurance requirements for the
average family easily bring the total health expenses
to $2,000 or more per year. A $500 limitation will vir-
tually eliminate the viability of many employer plans,"
said M. Bruce Malone, a consultant with Hunt, Du-
Pree, Rhine & Associates Inc. in Greenville, S.C.

"The United States falls behind other industrialized

nations in providing support for dependent day care,"
said Herbert E. Walker, vp-compensation and benefits
at Baxter Healthcare Corp. in Deerfield, Ill. "Baxter's
dependent day care reimbursement account allows em-
ployees to reimburse themselves for these expenses in a
tax-effective manner."

"Cafeteria plans currently enable an employee to
pay for a portion of necessary dependent care expenses
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on a tax-favored basis using both employer provided
flexible credits and salary reduction dollars. The im-
position of a cap will severely reduce the future growth
of this benefit at the very time a national consensus is
forming that both government and business need to do
more-not less-to assist working parents with neces-
sary child care expenses," said a letter from New
York-based Buck Consultants Inc. cosigned by John
Haslinger, director of flexible benefit consulting ser-
vices and Frederick Rumack, director of taxes and
legal services.

Some employers set to start flexible benefit pro-
grams said the cap might force them to reconsider.

"To date, we have already invested considerable
time and money toward the systems and communica-
tions required for start-up. But with the potential of a
$500 cap per employee, we are now faced with eva-
luating whether further expenditures on our part are
justified in light of the greatly reduced benefit con-
templated for employees," said Carolyn Hayes in the
benefits planning department of Owens-Illinois Inc. in
Toledo, Ohio.

Some employers and consultants said flexible bene-
fit plans give employees strong financial incentives to
choose the benefit options that meet their needs.

For example, in many plans, employees are given
"flex dollars" or "flex credits" to buy different benefit
options, which are assigned a monetary value. To the
extent that the employee does not use allthe flex dol-
lars or credits, the balance can be collected in cash.

"Volvo last year introduced a carefully designed
flexible benefits plan for the purpose of giving our
employees the option to select only the benefits that
they need in their current situation and not, as in the
past, whatever the standard plan offered. The plan also
encourages employees to become cost-conscious con-
sumers of benefits, and we have found the tendency is
to opt for lower option medical plans than what was
previously offered under our standard plan," Bjorn
Ahlstrom, president and chief executive officer of
Volvo North America Corp. in Rockleigh, N.J., said in
a letter.

"As a result of the introduction of flexible benefits,
we no longer have to force employees to take redun-
dant and/or unwanted benefits. They now have the op-
tion to take the amount that they do not need to pur-
chase benefits with and add it to their paychecks
as taxable cash," Mr. Ahlstrom's letter added.

"Beyond their vast benefits to employees and partic-
ular value to women, cafeteria plans help contain costs
by eliminating benefit redundancies and providing in-
centives for employees to take excessive coverages,"
said Rian M. Yaffe, president of Yaffe & Co. Inc. in
Baltimore.

"Frito-Lay has carefully designed our cafeteria plan
to encourage medical cost containment. The success of
our plan depends on providing an adequate cash in-
centive to employees who elect low-option medical in-
surance," said Michael H. Jordan, president and CEO

Continued on next page

RANKING*

4th Policyholders' Surplus
6th Direct Written Premium to Policyholders' Surplus
7th Direct Written Premium

7th Net Written Premium
7th Net Operating Income

10th Net Written Premium to Policyholders' Surplus
12th Combined Loss Ratio

*(Comparison based on 1986 results)
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NEGOTIATION DEFENSE COUNSE

SELECTIO
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- ,iian Master

/f Investigatora
Ifyou're self-insured by choice

or a victim of the insurance industry's
capacity crunch-take heart! Country-
wide doesn'tjust investigate product
liability claims; we manage them.

It's much like being backed by
a major insurance company or a fully
staffed in-house claims department.
(Except it costs far less.)

Our professional claims people have
a minimum of 10 years' experience. We
set up the file, reserve for loss and
expense, provide computer data, inves-
tigate, recommend defense counsel,
locate expert witnesses, monitor your
case with monthly reports, and, if
necessary, negotiate.

We also help arrange structured
settlements when necessary However,
we're not settlement oriented. Our

main goal is to defend the integrity
ofyour product.

Please write down our 
phone number and use

it.Well help you defend y6ur product in more
ways than one. -..

Countrywide
Services

Corporation
Specializing in product

liability claims management.
11933 Westline Drive, St. Louis, MO 63141, 314/878-3306
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NOTICE
To all Creditors, Policyholders and

Other Persons Having Claims Against
TRANSIT CASUALTY COMPANY

Notice is hereby given that on December 3, 1985, the Circuit
Court of Cole County, Missouri in CASE CV185-1206CC,
ordered TRANSIT CASUALTY COMPANY (Transit), a Missouri

corporation, liquidated for the purpose of paying its claims and debts
under Missouri law.

The Court has ordered that all persons with claims against Transit
must present said claims, together with proof thereof, to the
Commissioners of Claims by December 31, 1987. All such claims
must be filed with the Commissioners of Claims and must be made

on an official Transit Receivership Proof of Claim Form.

Any claimant who fails to file his claim with the Commissioners on an
official Proof of Claim Form by December 31, 1987 will be forever

barred from participating in any distribution of Transit assets. Claim
forms may be obtained by writing:

The Commissioners of Claims

Transit Casualty Company in Liquidation
RO. Box 815

Jefferson City, Missouri 65102

the Complete
Svstem You Can
Count On!

ABACUS, fourth generation data processing system
designed for Third Party Administrators, Insurance Carriers
and Self·Insureds! Administration, Billing, Accounting, Claims
and Utility functions to effectively administer your insurance
administration program.

ABACUS, Provides:

• Comprehensive Multi-Policy

billing system
• Commission Processing
• Multiple Carrier capability
• Automatic Calculation of

benefits & premiums.
• Claim Calculation.

• Complete Intigrated Claims Pkg
• Check Service

• Ad Hoc Reporting
• Stoploss Reporting
• COBRA Administration.
• PPO Administration.

• Claim Adjudication.

ABACUS, is a fuly integrated management information system
incorporating premium quality Hewlett·Packard equipment.
When combined with our years of experience and ongoing
support, ABACUS gives a total TPA system solution.

FOR MORE INFORMATION, CALL OR WRITE:

ABACUS
3100 McCORMICK • PENSACOLA. FL 32514

(904) 478-6477
A DIVISION OF SUNCOAST SYSTEMS, INC.

Continental Underwriters, Ltd.

SEASONED SPECIALISTS
IN MARINE INSURANCE
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Foralmosttwodecades, ourfirmhasbeen

serving a clientele that ranges from multi-
national corporations to fishing boat oper-
atorstoprovidesecurityformarinerelated
risks. The extent and quality of our ser-
vices are equally broad. As our clients
will attest, we have built a reputation based

on fair competitive rates and on experi-
ence and professionalism in the devel-
opment of terms, conditions and special

clauses for coverage of complex, un-
usual marine risks And ourclaimsdepart-
ment is one of the most efficient in the

business. Problem solving is our specialty.

Quality With Consistency

Continental Underwriters, Ltd.
419 Decatur St. New Orleans, Louisiana 70130
Telephone (504) 581-7493
Telex 754622 CULTD UD • Teletax (504) 581-7497
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Howden edict
Continued from page 2
the brokerage's C.T. Bowring & Co.
Ltd. subsidiary, he said.

Briarcliff Manor, N.Y.-based
Frank B. Hall & Co. Inc. has an in-

formal policy of placing its London
business through its subsidiary,
Leslie & Godwin PLC., according
to Peter T. Pruitt, president and
chief operating office.. "Et's been
an understanding for five years,"
he said, estimating that 85% of
Hall's London business is with

Leslie & Godwin.

"It's not an absolute rule. . . .We

still do business with scme spe-
cialty brokers outside of :hat, but
if there is an exception, tte broker
has to explain why to the regional
manager," Mr. Pruitt added.

However. New York-based Fred

S. James does not have a formal or

informal policy instructing brokers
to place business only witli its par-
ent Sedgwick Group P.L.C. in
London, said James Senior Vp and
Director Geoffrey W. Kennedy.

He explained: "We are very ada-
ment that our brokers usa the fa-

cility where our client is best
served. We have a very good rela-
tionship with Sedgwick but we
also work with other London bro-

kers and we have no mandate of

. any sort."
"We represent our Nort 1 Ameri-

can clients, not our London bro-

ker," Mr. Kennedy added. "There
are specialty facilities that non-
Sedgwick brokers can offer that
we might not be able" to access
through Sedgwick, he added. He
said that James was not prepared
to release percentages on how
much of its business is placed
through Sedgwick in London, but
"a significant amount is placed
both within and outside of the

group."
George W. Brown, chief operat-

1
K:nnerh L. B·.ss,n

heU,c ii·e Preiden

Herbert N. Z.aa

Chairnum. CEO

ing officer of Jardine Emett &
Chandler Inc., which is an affiliate
of Jardine Insurance Brokers

(U.K.), said: "We have no absolute
rule on where our business is

placed in the London market, pro-
vided, of course, it is through a
qualified correspondent, which
may include our own affiliate."

Among the reasons cited by Mr.
White for A&A's decision to funnel

all business through Howden are:
• The current turmoil in the

London brokerage community.
Over the past months, many bro-
kerage executives have jumped

from one company to another, tak-
ing their accounts with them.

This movement has made A&A

executives "uncomfortable with

having our business tied to an indi-
vidual instead of the organiza-
tion," Mr. White said.

"We have seen whole teams

move-some are now with their

third brokerage in less than 12
months. . . .The only way to handle
that situation is to place our busi-
ness within our own organization:'
in London, he explained.

The most notable example of this
turmoil among London brokers has
been the recent mass exodus of

producers following the acquisi-
tion of Lloyd's brokerage Stewart
Wrightson Holdings P.L.C. by
Willis Faber P.L.C. (BI, Nov. 23;
Nov. 9). Many clients are expected

to follow the producers away from
the merged companies.

"I would suspect that over time,
as we see more consolidation of

brokerages worldwide, other bro-
kerages are going to develop the
same discomfort over the move-

ment in London and will come to

the same conclusion," Mr. White
said.

• The substantial increase in the

expertise and size of Alexander
Howden's staff since 1984. Howden

now has about 750 employees com-

.

Manhall M. Kwner 1:A Mich:wl Barclay
EN. if# V# Prchij:n T . Vic. 1/.lident

Michael S. Mishkin
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Five successful insurance executives get
together and overnight become one of

the top 50 independent insurance
brokers in the business

It wasn't quite as simple as In doing so they are nowit sounds. The fact is included among the top fifty
Alliance Brokerage Corp. has independent insurance broker-
been in the business since ages in the business. *ute a
1890, and Mishkin, Barclay measure of their success.

& Bassin, Inc. since 1930. Naturally they don't intend to
Both have been successful change their way of doing
insurance agencies in their business. They will continue
own right. to provide clients with
These insurance executives personal, enlightened service
saw that by joining Together because the principals will
they could offer clients the remain actiVely involved.
resources, capacity, expertise After all, that's how they
and staff to satisfy virtually got where they are in the
any insurance need. first place.

Alliance Brokerage Corp. and
Mishkin, Barclay & Bassin, Inc. have merged

Call us at 1516) 333-7300 or (212) 25+6551

 ALLIANCE BROKERAGE CORP.
 990 Westbury Road, Westbury, New York 11590
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pared with 70 in 1984.

From the time A&A acquired
Howden in 1982, an acquisition
rocked by later revelations 01
scandal at Howden's underwriting
units, "We have worked diligentl>
to increase the expertise of the or-
ganization. We feel we've put to-

gether the best team of London
brokers we can identify and it is

only logical that we place the busi-
ness we produce with people whc
can do the job," he stressed.

• The added stability and secu-
rity to clients of having their busi-

ness handled by one organization
This is "absolutely the primary ad-
vantage to our clients," Mr. White
said.

"We at A&A have put together
and continue to build a global tean-
to serve our clients from beginnins
to end. To the extent that we frag-
ment and place business througl-
other markets, we do not have as
much clout for oui clients as we

would have otherwise," Mr. White
explained.

• The potential errors and omis-
sions liability exposure to A&A if a
London broker that places busi-

ness for A&A goes out of business
and coverage problems subse-
quently arise.

"At the end of the day, the retai-
brokers. . .are the ones being helc
responsible for everything being
done correctly" for their clients.
Mr. White pointed out.

However, he acknowledged tha:
there "will be certain instances" in

which A&A brokers will still fine

it necessary to work with a London
broker other than Howden, with

prior approval, "because there wil.

always be a niche broker doing
something" unique.

Other reasons for the mandate

that were cited in the report ac-

companying the memo are:
• The need for Howden's paren:

company producers to exhibit their
confidence in Howden's capabili-
ties by placing their business

through Howden.
C The economic advantage to

A&A of retaining more of its com-

missions on each placement, rather
than splitting them with a compet-
itor. I

From The Reprint Department Of·

.

munness

Insurance
Reporting weekly for

corporate risk, employee benefit
and financial executives

Reprints/Permission
If you want copies of articles
appearing in Bl to distribute at
corporate or industry meet-
ings. or for promotional mail-
ings - or permission to pro-
duce your own reprints -
contact the Bl Reprint Dept.
We've expanded to provide
you with fast, low-cost ser-
vice. (Minimum print order is
100 copies.) Call or write:

REPRINT DEPARTMENT
Business Insurance

220 East 42nd Street

New York, NY 10017
(212)210·0229.

Article Photocopies
If you missed an article in Bl
and would like a photocopy
- send your request along
with $380 per copy / per ati-
cle and a self-addressed

envelope to the Bl Reprint
Dept. Please specify issue
date and headline of arti-

cle. Only pre-paid written
requests will be fulfilled.

Issue Sales

For a copy(s) of any back
issue of Bushess insurance,

contact Single Copy Sales.
Call(313)446-1609.
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ontinued from page 10

Several improvements could be
nade in arbitration clauses to

nake them more effective, he said.

Precise procedures for selecting
irbitrators and hearing disputes
;hould be stated in contracts, Mr.
3arger said. Also, the location and
.iming of the arbitration procedure
;hould be specified, he said.

The state could establish a stan-

lard arbitration clause and en-

rorce it through the admission and
Examination processes, he said.

• Other standardized contract

anguage Although some sections
)f reinsurance treaties may be
:tated in standard language, a le-
:ally mandated standard contract
would inhibit the business, several
einsurers said.

While most primary insurance
iolicies contain much the same

anguage, reinsurance treaties are
iustom-made to the needs of each

;ituation (BI, Nov. 16)
By its nature, reinsurance must

oe flexible and respond to the
needs of specialized insurance sit-
cations, said Mr. Brown of Fire-
man's Fund.

"I don't believe detailed regula-
tion of contract language is needed
to protect insurers," he said.

• Letters of credit. Further reg-
ulation of credit lines extended to

reinsurers that allow them to se-

cure their obligations to ceding
companies may put a needless bur-
den on all reinsurers if the regula-
tions do not account for the finan-

cial wherewithal of the reinsurer,
several attendees testified.

' Although reinsurers argue that
letters of credit are needed to re-

spond quickly to primary insurers'
needs, regulators and some pri-
mary insurers have found it diffi-
cult to draw down LOCs, regula-

tors said during the forum.
And even some ceding insurers

that have been able to expediently
draw down their reinsurers' LOCs

have found that the LOCs are inad-

equate to cover claims, Mr. Rubin-
stein said.

For example, in the MIC case, if
all LOCs could be drawn down, it

still would fall many hundreds of
millions of dollars short of the

total reinsurance liability, he said.
"Collection has been difficult

and we have been interfered with

by banks and reinsurers alike. Var-

ious strategies have been employed
and, in my opinion, only legislation ·

with teeth can avoid similar prob-
lems in the future," Mr. Rubinstein
said.

State law should mandate more

realistic LOC amounts and make

collection easier when claims are

made, he said.

• A lead/follow system-mod-
eled after Lloyd's of London-on
reinsurance contracts that involve

many reinsurers. A lead reinsurer
would be designated and its deci-
sions would be binding to the other
reinsurers involved in the contract.

Many reinsurers resoundingly

rejected the idea.
Although a lead/follow reinsur-

ance system could, for example,
reduce the number of disputes
among reinsurers, reinsurance

companies likely will not be will-
ing to give up their management
control in a contract with competi-
tors, said James M. Shamberger, vp
of the Reinsurance Association of

America in Washington, D.C.
The reluctance to enter into such

agreements could reduce reinsur-
ance capacity, he said.

A lead reinsurer arrangement
would be -theoretically and prac-
tically unacceptable," said Kevin
Cullinan, controller of reinsurance

operations for John Hancock Prop-
erty & Casualty Insurance Co. of
Schaumburg, Ill.

Each reinsurer has a legal right
to evaluate claims made against it

individually, he said.
"Requiring reinsurers to pro-

spectively surrender those defenses
would be tantamount to requiring

underwriters to abdicate their

well-established legal responsibili-
ties to preserve the assets of their
corporation," Mr. Cullinan said.

• Life/health reinsurance. The

market for life and health reinsur-

ance may be more stable than
property/casualty coverage, but
state regulators have their eye on it
anyway.

Ms. Gillespie said the Insurance
Department is concerned about the
large amounts of surplus relief, a
feature of many reinsurance con-
tracts for life/health insurers that

permits a reinsurer to commit a
portion of its surplus to the ceding
company.

There are a variety of surplus re-
lief methods for life/health insur-

ers, and they differ from surplus
relief for property/casualty busi-
ness in many ways, said James
Shibley, associate general counsel
for Lincoln National Corp. of Fort
Wayne, Ind.

Parties to a reinsurance transac-

tion should be free to choose the

form of reinsurance, he said. Regu-
lators should not mandate the type
of reinsurance, Mr. Shibley said.

In a later interview, Mr. Shibley
commented that he is not aware of

any problems with surplus relief
written for life/health insurers.

Several attendees of the forum

also urged the Insurance Depart-
ment to support model legislation
that has or is being developed by
the National Assn. of Insurance

Commissioners to promote consis-
tent insurance laws from state to

state.

Reinsurance problems have
emerged, but the solutions can

come from insurance industry sug-
gestions and public comment, Ms.
Gillespie said. "I think what we
are doing is quite significant."

While some attendees said the

forum was too open-ended and
that they were unsure what the de-
partment was seeking, many other
attendees praised the department
for providing them an opportunity
to air their views. I

EC fails to adopt
insurance directive

By DENISE CLAVELOUX

BRUSSELS, Belgium-The European Community Council of Ministers
last week failed to adopt a proposed directive that would have allowed
cross-border insurance placements by policyholders.

The directive, aimed at all 12 EC member states, was first proposed
by the European Commission in 1978.

The original draft would have allowed corporate policyholders with an
office in any member state to insure risks that were situated in other
member countries.

Only the United Kingdom and the Netherlands currently allow cross-
border insurance placement, while other European countries require risks
to be insured by domestic insurers, and then reinsured throughout the
world through the local insurers.

The original directive has undergone radical changes since it was
first issued, particularly because of a December 1986 European Court
of Justice judgment that permitted an insurer in one EC-member country
to serve as the lead underwriter for a multi-insurer program covering a
risk located in another EC nation.

Continued on next page
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Cross-border insurance
• Has net income of 6 2 million ECU ($7 7 million)

While the EC Council of Ministers If a policyholder is part of a larger group, such as an asso-

Contznued from previous page
ciation, these criteria would be applied to the group as a

In its ruling, the court said that governments could make a
distinction between different types of insurance contracts

generally agrees that larger, commercial whole
EC Commissioner Lord Cockfield, who oversees the Inter-

risks should be allowed to be insured by
and impose restrictions if they were Intended to protect poli- nal Market of the EEC, including insurance, believes that
cyholders foreign underwriters. . .it ultimately these criteria are too restrictive

At last week's meeting, held Nov 30 in Brussels, Belgium, Nevertheless, several member states oppose them on the
could not agree on a definition.

the EC Council of Ministers attempted to agree on a defini-
grounds that they are far too liberal and would allow too

tion of the difference between cases where protection is lus- - much competition in their home markets

tified and cases where cross-border insurance trading should By the end of last week's meeting, only four EC member
be allowed the council, suggested that risks such as transport, credit and nations-Denmark, West Germany, the Netherlands and the

And, while the council generally agrees that larger, com- surety could be insured across borders United Kingdom-were willing to accept Denmark's pro-

mercial risks should be allowed to be insured by foreign un- In addition, Denmark suggested that risks could be insured posal, so it has been sent back to council experts for further
derwriters, while personal lines risks should be insured by across borders if the policyholder met two out of three of the modification
domestic insurers, it ultimately could not agree on a defi- following criteria A new, revised definition for the directive should be ready

nition 0 Employs more than 250 people for presentation to the EC Council of Ministers sometime

Denmark, which currently holds the rotating presidency of • Has net revenues of 12 8 million ECU ($16 million) next year .
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Work comp rate hikes countrywide at an annual rate in excess of 10%, while wage Virginia's State Coiporation Commission rejected the
inflation was somewhat less than 6%," the NCCI reports "As NCCI's 19 7% rate inclease request in October and "appioved

Cont:nued from page 3 a result, slightly more than 4% per year was needed in an aggregate change of zero percent in the level of premiums
rate increase, the spokesman said rate level increases in order to maintain the necessary bal- Virginia employers would pay for new and renewal policies "

If rate inadequacies persist, insurers may reduce the ance between premium and losses " The commission found that some of the proposed changes
amount of workers compensation insurance they write, thus The unlimited medical care benefits available to employees in NCCI's application would produce excessive premiums,"
reducing market competition and forcing employers in some who are injured on the job currently amount to 40% of total according to a commission statement
states to turn elsewhere for coverage work comp costs Mr Fein said the NCCI lS reviewing the situation, but will

In some states, the constricting commercial market for "Inflationary costs are being driven by medical care costs have to seek higher rates in the state in some form in the
workers compensation insurance has triggered the growth of that have increased by 8% per year since 1981," the NCCI future
assigned risk plans, which now account for about 18% to 20% reports States that grant only part of a needed rate inclease "are
of all workers compensation premiums written nationwide, • Loss reserve changes ]ust putting off the problem," he said "You can't hide from
according to the NCCI spokesman Five-year cyclical changes in insurance companies' loss re- the rate level It keeps emerging "

But while the assigned risk plans have provided the neces- serving practices can have a misleading effect on insurers' 0 Actuarially unsound pricing piactices
sary coverage, employers that use them are not free to choose loss ratios Deviations, schedule rating and dividends aie the "most
an insurer to underwrite their work comp exposures, Mr "By reducing reserves by 7 points, a company can improve disturbing" elements contributing to a higher combined ratio
Fein pointed out a combined ratio for a year by 14 points," the NCCI said and they continue to push this line into unacceptable results

"Right now, we are in a prolonged bad period," he added "This offers too big a temptation for many companies, and because insurers are using actuarially unsound pricing prac-
The workers compensation market picture is "not very loss reserving adjustments have been continuing and are se- tices to grant them, the NCCI says

bright" for insurers, concurred NCCI President Kevin Ryan vere " Insurers can use all three elements, when allowed by state
]n a recent statement "The impact is creating reporting-year indications that re- regulators, to tailor or reduce an individual work comp poli-

Workers compensation insurers expect at least $4 billion in sult in actuarial problems for the rate-making process," it cyholder's premium Deviations allow an insurer to reduce
underwriting losses during 1987, and continued-although reports manual premiums by a fixed percentage across-the-board
diminishing-underwriting losses through 1990 From 1977 to 1980, when more money was put aside in Schedule rating allows an insurer to adjust piemiums on the

In 1986, the combined ratio for workers compensation reserves, insurers' good loss ratio results looked worse than underwriters's appraisal of the employer's safety force and
countrywide was 122%, which means that insurers expect to they were Meanwhile, from 1982 through 1985, when less its management Dividend plans return funds to an insured
pay out $1 22 in losses and expenses for every dollar collected money was put aside in reserves, bad results looked better with good loss experience after the policy expires
1n premium than they were "Starting in 1980, we have had a growing negative impact

However, "the results vary from state to state since the "Currently, reserve adequacy is increasing, a trend pre- from deviations and schedule rating The average deviation,
underlying benefit delivery systems, economic forces and po- dicted to continue through 1990," the NCCI said dividend and schedule rating percentage for the years 1972-
litical environments differ by jurisdiction," the NCCI re- • Regulatory resistance 1980 was 6 5%," the NCCI reports
ports Double-digit rate increases of 13% in 1986 and 10% in 1987 "Since 1980, we have seen dynamic growth in this area,

Therefore, if the five worst states are excluded, the com- "created increasing regulatory and political resistance, evi- reaching a high in 1984 of 154% and 15% in 1985 The level
bined ratio drops to 118% nationwide, the NCCI reports denced by heightened activity of consumer and governmental continues to be actuarially unwarranted by underwriting re-

The 1986 combined ratios for those five states are Maine, agencies," the NCCI reports says sults

211%, Louisiana, 162%, Rhode Island, 152%, Texas, 137%, "Insurance regulators have a lot of different people they "In earlier years, the current yields from investments
and Florida, 134% have to listen to," Mr Fein said tracked competitive practices expressed in terms of divi-

The nationwide total combined ratio had been expected to Rate changes approved during 1987 ranged from an 18 9% dends, deviations and schedule rating However, the gap
drop to 117 8% by year-end 1987, but a revised estimate rate decrease in Hawaii effective Oct 1, 1987, to a 25 1% rate that emerged in 1983 has not narrowed and iS expected to
shows the ratio will likely remain in the 120% to 122% increase in Alaska effective Jan 1, 1988, according to NCCI widen through 1990 Beginning in 1988, the increase in com-
range, Mr Fein said figures petitive pricing practices is not expected to be matched by

The NCCI also predicts nationwide combined ratios of Yet, slightly more NCCI rate requests are approved without higher investment yields," according to the NCCI
111 8% for 1988, 109 7% for 1989 and 108 1% in 1990 change than are pared down by state regulators, according to In addition, insurers' projected returns on equity after tax

Four key factors are influencing workers comp insurers' NCCI statistics on rate-level activity during the first 101/2 have or are expected to average less than 7% if capital gains
profitability, according to the NCCI They are nnonths of this year in 31 states and the District of Co- are excluded, but nearly double that if they are included, the

• Inflation lumbia NCCI report says
"Inflation continues to have a material impact on the prof- "There is a much greater understanding of what insurers "Workers compensation requires meaningful improvement

itability of workers compensation," the NCCI said in a re- need," Mr Fein said in rate level and a return to sound actuarial pricing if the line
cently published 26-page market forecast However, some states don't accept insurers' view about lS to be healthy enough to remain a private-sector mechanism

"Historically, workers compensation costs have increased what constitutes a reasonable return on investment supporting a social program," according to the NCCI

1

39% of plans have AIDS strategy: Survey
About two-fifths of health care plans have begun to take I question

steps to deal with the AIDS epidemic, a new survey shows And, 12% of the respondents say they are not using case
In addition, almost half of health care plans have han- 40% of the respondents who have not

management techniques for high-cost claims Sixty-nine
dled AIDS claims, according to the survey taken action about AIDS say they plan percent say they are using such techniques, while 19% ei-

Employee benefit experts-including benefit managers- to deal with the issue "if and when"
ther do not know or did not answer

responding to a Census survey by the International Society A strong majority of the respondents believes that the
of Certified Employee Benefit Specialists reported that it arises, while 38% said they government will become involved in the controversy over
39% of the health plans with which they are associated coverage for AIDS
have begun to "map strategies" to deal with acquired im- will follow the lead of other plans. Seventy-seven percent of the respondents say legislative
mune deficiency syndrome

. proposals are likely in the near future that will require
Forty-one percent of the plans have not begun to make insurers to cover AIDS

plans to deal with AIDS, while 20% either did not know or health plans currently include coverage for the disease Only 3% do not expect such proposals, with the remain-
did not answer Only 3% said their plans did not cover AIDS, while 16% der not sure or not responding

Health plans are using several different strategies for were unsure or did not respond In addition, 23% said they foresee the creation of a "fed-
dealing with the disease For example, 20% of the respon- However, 5% of the respondents said the plans with eral entitlement program" to pay for AIDS-related health
dents said they are implementing AIDS education pro- which they are associated have "riders" that specifically care costs Forty-one percent do not believe that such a
grams for employees, while 18% have drafted a policy include coverage for AIDS cases Seventy-seven percent program will be enacted, while 36% had no opinion or did
statement regarding access to the health care plan said their plans did not have such riders, and 18% weren't not respond

In addition, 14% of the respondents have drafted a policy sure or did not answer One-third of those surveyed said they foresee that em-
statement concerning how employees with AIDS will be Thirty percent of those surveyed said they anticipate ployers' attempts to avoid discriminatory measures re-
accommodated in the workplace through measures like that their plans may place limitations on coverage for garding AIDS patients may result in a reduction of benefit
flexible schedules and reduced workloads And, 14% have AIDS-related expenses within the next few years, while levels for all types of health care claims, while 42% do not
begun cooperative efforts with community assistance pro- 35% did not anticipate such a move see this type of benefit reduction and 25% did not respond
grams to handle AIDS cases Another 35% were not sure of their plans or did not an- Almost half-49%-of the respondents say the health

Of the respondents that have not yet taken action about swer In addition, 9% said they anticipate their plans may plans with which they are associated have handled at least
AIDS, 40% say they plan to only deal with the issue of exclude all coverage for AIDS cases within the next few one AIDS claim Twenty-four percent say their plans have
AIDS "if and when" it arises, while 38% said they plan to years Sixty-two percent do not anticipate such an exclu- not yet handled an AIDS claim, while 27% did not know or
follow the lead of other plans that have adopted AIDS mon, while 29% did not respond did not respond
programs Only 42% of the plans provide coverage for azidothymi-

And, 15% of the respondents are operating on the as- dine (AZT), a costly drug used to combat AIDS, in the same For a free copy of the November Census survey on AIDS

sumption they will not have to deal with AIDS manner as any other prescription drug Seven percent of issues, contact the Research Department, Internatzonal
Despite the many respondents that had not mapped stra- the plans do not cover AZT like any other drug, while Foundation of Employee Benefits, P O Box 69, Brookfield,

tegies against AIDS, 81% of those surveyed said their 51% of the respondents were not sure or did not answer the Wis 53005, 414-786-6700

Benefit experts back variable PBGC premium
Benefit experts believe a variable-rate rate PBGC premium based on the amount posal, while 26% were not sure or did not represent an "uninsurable risk," while 39%

termination insurance premium is the bet- of unfunded liability below 125% of a respond said they disagreed with the statement The
ter answer to the Pension Benefit Guaranty plan's termination liability But, respondents were dead set against other 35% either did not have an opinion or
Corp 's financial problems than significant Eighteen percent of the survey respon- an increased flat PBGC premium for all did not answer
increases in the current flat-rate premium dents do not support such a proposal, while employers, no matter how well their pen- Finally, employers do not favor increased

Benefit specialists, inCluding employee 23% were not sure whether they support lt sion plans are funded Only 4% said they taxes on companies that terminate over-
benefit managers, responding to a CENSUS or did not answer would support a significantly increased flat funded pension plans, according to the sur-
survey by the International Society of Cert- In addition, 53% of the respondents said premium for all employers with defined vey
ified Employee Benefit Specialists also said they could support a moderately increased benefit plans, while 73% oppose such a pro- Only 31% of the respondents said they
they believe that employers' pension plan flat PBGC premium with a variable sur- posal and 23% are not sure or did not an- support increased excise taxes on asset re-
habilities are insurable charge based on the percentage of vested swer versions from terminated plans, while 43%

Fifty-nine percent of the respondents benefits not funded Only 26% of the surveyed benefit experts oblect to such a tax increase and 26% either
said they support a Reagan administration Twenty-one percent of the respondents said they agreed with a recent editorial did not answer or do not ha ve an
proposal that would establish a variable- said they could not support such a pro- comment that liabilities owed by the PBGC opinion



Lawrence
Continued from page 3
underwriting."

Lloyd's will make "great strides"
when the London Market Insur-
ance Network-which will allow
underwriters and brokers to accu-
mulate and distribute information
electronically-is up and running,
according to Mr. Lawrence (BI,
Aug. 31).

However, to remain competitive
with other markets, Lloyd': must
control its costs, he said.

The Lloyd's Council also must
find new ways to bring business
into the market, he said.

The biggest problem before the
Council is that the market's capac-
ity outstrips demand for coverage
in the softening market, according
to Mr. Lawrence.

Lloyd's may look to Europe for
new business, the new chairman
said. Insurance spending in Europe
is "miles and miles" behind the
United States although the Euro-

pean population is nearly equal the
U.S. population.

Mr. Lawrence became the lead-
ing candidate for the Lloyd's
chairmanship earlier this year
when rumors began that Mr. Miller
planned to step down as chairman.

Mr. Lawrence probably knows as
much or more about American cor-
porate lifestyles than any previous
Lloyd's chairman. Mr. Lawrence's
mother was American and Mr.
Lawrence's agency previously was
owned by Marsh & MeLennan Cos.
Inc. of New York.

Mr. Lawrence drifted into
Lloyd's in 1957 when a close friend
of the family offered him a job as a
broker at C.T. Bowring & Co. Ltd.
After Bowring's two-year training
course, he worked his way to the
top spot at the brokerage's Ameri-
can reinsurance treaty department.

Mr. Lawrence was asked to join
Bowring's underwriting agency,
Harvey Bowring & Others, in 1962
to manage the non-marine side of
syndicate 360 after underwriter

Robert Kiln left the agency to start
R.J. Kiln & Co. Ltd.

"I had a long heart-searching as
to whether I wanted to go into un-
derwriting," Mr. Lawrence has
said. "I had no thoughts of it be-
fore then."

By 1970, Mr. Lawrence was un-
derwriter for the syndicate, which
at that time was a composite syn-
dicate that wrote non-marine,
aviation, motor and common law-
or employers liability-risks.

In 1970, the syndicate wrote
about 20 million pounds in non-
marine business ($4E million at the
1970 exchange rate), including 11.7
million pounds ($28.1 million) in
non-marine business written by
Mr. Lawrence himself.

In 1980-the year M&M bought
Bowring-the syndicate was split
up, and he became the underwriter
for non-marine syndicate 362.

In 1984, Richard Keeling took
the syndicate's reins, although
both men have said that Mr. Keel-
ing had became more involved in
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the syndicate's business by 1981 as
Mr. Lawrence concentrated on
Lloyd's internal activities.

Mr. Lawrence is still the senior
partner for Murray Lawrence &
Partners, which manages syndicate
362-one of the largest syndicates
to write property insurance and re-
insurance for North American
risks-as well as other syndicates.

Three partners started the
agency after completing a manage-
ment buyout from Marsh &
MeLennan in January 1985.

Mr. Lawrence was first elected to
the Committee of Lloyd's in 1979
and served as deputy chairman in
1982. In 1983, when Lloyd's former
chairman Sir Peter Green decided
not to serve another term, Mr.
Lawrence was expected to be the
next Lloyd's chairman. But Mr.
Miller was elected by the Council.

One London newspaper alleged
that Mr. Lawrence was not elected
because the Inland Revenue was
examining reinsurance arrange-
ments of his agency's syndicates.
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However, the Inland Revenue
examined several syndicates' rein-
surance arrangements and subse-
quently settled with Lloyd's in
1986 for 43 million pounds ($63.8
million at year-end 1986 exchange
rates) to end the matter.

At the time Sir Peter stepped
down, Mr. Lawrence would not
comment on the Lloyd's Council's
election of Mr. Miller.

Instead of the chairmanship, Mr.
Lawrence was elected a deputy
chairman to Mr. Miller beginning
in January 1984.

Mr. Lawrence believes his big-
gest contribution to Lloyd's mar-
ket in that role was heading the
committee that reregistered all
Lloyd's underwriting agencies by
July this year.

"I would like to make a personal
tribute to Peter Miller," Mr.
Lawrence said last week during tea
in his senior deputy chairman of-
fice.

Mr. Miller's "energy and deter-
mination" to preserve Lloyd's good
name is a credit to the market, he
said.

During Mr. Miller's tenure,
Lloyd's membership increased
about 35% to 31,000 from around
23,000 people and capacity dou-
bled to about 10 billion pounds
($18 billion) from around 5 billion
pounds ($5.8 billion at year-end
1984 exchange rates). Also under
his chairmanship, Lloyd's has:

• Warded off threats to its self-
regulatory powers.

• Protected Lloyd's capital base
from higher taxation.

• Settled most of the controver-
sies stemming from serious mis-
deeds from Lloyd's past, including
those at Alexander Howden Group
PL.C.

• Avoided years of litigation
over 235 million pounds in under-
writing losses at syndicates for-
merly managed by PCW Under-
writing Agencies Ltd. (BI, April
13).

• Established the framework for
Lloyd's self-regulation by passing
bylaws and codes of practice.

• Completed the requirement
under Lloyd's Act of 1982 for
Lloyd's brokers to sell all their un-
derwriting agencies and to reregis-
ter all Lloyd's underwriting agen-
cies.

To show the market's gratitude,
the Council awarded Mr. Miller
Lloyd's Gold Medal.

"In Peter Miller's chairmanship
we were building the bricks," Mr.
Lawrence said. "Now, most of the
bricks are in place."

Under his chairmanship, Lloyd's
will use those bricks to continue
building the market, he said.

It is evident that there will be a
new aura around the office of the
Lloyd's chairman now that Mr.
Lawrence is taking the seat. Mr.
Lawrence, a tall man, is quieter
and not as outspoken as the shorter
Mr. Miller.

But, Mr. Lawrence has the re-
spect of his colleagues.

Perhaps the differences between
the two men is most evident in the
way they answered the same ques-
tion upon becoming chairman.
Both were asked about their re-
lationship with Lloyd's chief exec-
utive.

Mr. Miller said at the time he be-
came chairman that he would be
the prime minister and then
Lloyd's Chief Executive Ian Hay
Davison would be the head of the
civil service. "Me a figurehead?
Not a chance," Mr. Miller then said
(BI, Nov. 21, 1983).

Mr. Lawrence, on the other hand,
would not be goaded into clever
phrases to describe his relationship
with Lloyd's current Chief Execu-
tive Alan Lord.

"We have worked very well to-
gether as a team. The four chairs
have worked well together," Mr.
Lawrence said, referring to the
Lloyd's chairman and the three
deputy chairmen, including Mr.
Lord. "I can only see that continu-
ing, and I look forward to it." I
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sualty business is pouring into the marine market The Update
amount of non-marine casualty coming in by the back

Continued from page 1 door is considerably increased since last year," said
and accidental and sudden pollution, which most ma- Lloyd's underwriter Dave King, chairman of KPH
rine excess-of-loss underwriters do not write, sources Underwriting Agencies Ltd Med mal award cap illegal
say Mobil is seeking additional coverage excess of "The market lS much bigger and there lS plenty of

CHARLOTTESVILLE, Va -A Virginia statute limiting a plain-$100 million, but it would be claims-made capacity There are plenty of underwriters taking
tiff's recovery for all damages in a medical malpractice case to $1The package also includes D&0 insurance on a products liability on an occurrence basis," said Tony
million is unconstitutional because it violates both the U S Consti-claims-made basis, which also is excluded by excess-of Pickering, chief executive of the marine division of
tution's 7th Amendment right to a jury trial and the separation oftoss reinsurance contracts broker Jenner Fenton Slade Ltd

And, the premium being charged for the policy iS not When occurrence coverage is available, it iS only powers doctrine, a federal district court judge says

much higher than last year written in restricted amounts and at a higher price, Judge James Michael Jr ruled on Nov 12 that by not allowing a

A portion of Mobil's's package lS being led by Mr Pickering said }ury to decide the amount of damages a plaintiff can recover,
the plaintiff effectively lS denied a jury trialLloyd's marine underwriter Mr Rome, confirmed an "Because underwriters need income this year, they

underwriter for Mr Rome's syndicate are prepared to ignore reinsurance" restrictions, he In addition, permitting the state Legislature to direct judicial

"Underwriters are prepared to write (liability risks) said "It is becoming a trend for underwriters to take review of a verdict violates the separation of powers doctrine, the

on a net line basis, but the coverage is restricted," the risks on an occurrence basis provided they can get the ]udge ruled

underwriter said right premium and aggregate limits "
Such restrictions, according to others in the market, The underwriters are pricing the package programs Union Carbide faces charges

include aggregate limits and only writing occurrence recognizing that there is no reinsurance, he noted
BHOPAL, India-Indian government mvestigators filed criminalcoverage in the primary layers However, Lloyd's underwriter Mr Agnew disagrees

charges against Union Carbide Corp, its former chairman, WarrenMr Rome, chairman of Lloyd's Underwriters Assn , "Most underwriters are charging no higher premi-
M Anderson, and eight Indian current or former Union Carbidewas unavailable for comment ums than when the policies were written on a claims-

Lloyd's broker Willis Faber PLC lS attempting to made basis," he told Business Insurance employees in connection with the 1984 gas leak that killed more

place Texaco's worldwide reinsurance coverage in the Underwriters are being persuaded that if they do not than 2,800 people
In a statement responding to the charges, Danbury, Conn -basedLondon market on a similar basis, sources say write the package as a whole, Including the liability,

A Willis Faber spokesman confirmed that it is the they will lose all aspects of the account, he said Union Carbide restated its contention that the gas leak was caused
by a disgruntled Union Carbide India Ltd employee, and said theLondon broker for the policy, due to be renewed by "Energy packages are a basic part of the marine

Jan 1, 1988, but refused to give details market and underwriters are not prepared to turn criminal charges were "completely unfounded "

Robert Kreiling, general manager of insurance for down property premiums because of the dangers of the The company also said the Indian government may be using the

Texaco said "more than 50%" of the reinsurance for liability section" of the package, Mr Agnew said charge as a tactic to deflect public criticism as the tragedy nears
its third anniversaryTexaco's captive, Heddington Insurance Co Ltd in Packaging has become a "byword of the marine

Union Carbide and the Indian government have been negotiatingBermuda, is placed in the London marine market market Enormous numbers of risks are being written
Texaco has separate global liability programs for on a package basis, because brokers and (policyhold- a settlement of the government's $3 billion suit against the com-

pany in connection with the gas leakonshore risks and offshore risks, he said ers) know they can place the bulk (of the risk) on an
Both programs are reinsured worldwide but predo- occurrence basis," he said

minantly in the London marine market, he said Lloyd's marine underwriter Stephen Catlin does not Court limits polluters' liabilities
"We hope to get better coverage than last year Prop- believe the marine market lS taking any more non-ma-

erty rates are more favorable, and we should get rine business than last year However, much more is WASHINGTON-Citizens may not sue companies for their past

broader liability coverage We are hoping to move being written on a net line basis, he said violations of the Clean Water Act, the Supreme Court has ruled
However, companies may be sued in federal court by citizens whoaway from claims-made" coverage, he said "The (policies of the) major oil companies don't have

charge that the violations are either intermittent or occurring at theLondon's marine market iS "offering reductions in adequate restrictions The exposure is too great for the
time the suit is filed, the court unanimously ruled last weekrates and broader coverages for areas such as pollu- premiums being taken," he asserted

tion," he noted And, excess-of-loss underwriter Mr King of KPH The decision was returned in the case of Gwattney of Smith-

Mr Kreiling refused to disclose policy limits but Underwriting Agencies believes that many marine un- field Ltd us Chesapeake Bay Foundation Inc, in which the plain-
tiff charged that Gwaltney, a meatpacking plant, released a level ofconfirmed they were both in excess of $100 million derwriters are unaware of the extent to which they are
pollutants into the Pagan River that violated the limits imposed byThe policies are written on a part-occurrence and not reinsured
the company's state permitpart-claims-made basis, sources say "In many cases, brokers' wordings are very complex

British oil company BP also is in the process of ren- and cleverly designed and many underwriters (on the Under the Clean Water Act of 1972, the holder of a state permit

ewing its insurance program, confirmed Peter Powell, slip) are not aware of the fact that leaders have (ac- that allows the release of a prescribed level of pollutants into a
river is subject to both federal and state enforcement if it does notassistant manager of BP's insurance department cepted) very wide conditions-wider than their rein-
comply with the permit However, if the federal or state govern-BP currently has a policy covering its worldwide lia- surance cover," he said

bility risks, including its U S risks, said Mr Powell, ment does not enforce the provisions of the permit, private citizens"I suspect there are a number of underwriters (on the
may bring civil actions against the alleged violatorwho refused to comment on the policy's limits BP has policies) who don't understand the extent of coverage

In June 1984, two environmental groups filed suit against Gwalt-a separate policy for its hull and cargo risks being given If underwriters fully understood, they
BP is "heavily reliant on the participation of marine probably wouldn't give it," Mr Catlin agreed ney, charging that it violated its state permit Gwaltney countered

that lt had installed equipment to control the pollutants and docu-underwriters" for its entire insurance program, ac- Many brokers believe that non-marine underwriters,
cording to Mr Powell particularly at Lloyd's, have overreacted in their rigid mented that as of May 15, 1984, it stopped violating its permit

BP's current policy includes the U S risks of ltS application of the claims-made policy and argue that The Supreme Court ruled that a polluter cannot be held liable for

small U S subsidiaries However, the company, which the marine market 15 courageously writing risks on its past violations of the Clean Water Act, because under the act,

acquired The Standard 011 Co (Ohio) in July for $7 5 a basis that lS unavailable elsewhere "the harm sought to be addressed by the citizen suit lies in the

billion, is hoping to Include Standard's insurance The marine underwriters are writing the business present or the future, not in the past "
But the court said its decision "does not necessarily dispose ofwithin BP's insurance program, sources say sensibly, they argue

this lawsuit " The court remanded the case to the 4th Circuit Court
"In placing cover such as ours, it is essential you use "We have always had the view that if we see a risk as

all the capacity available," Mr Powell said "There has being writeable, we will write it (net line) I believe in of Appeals for further consideration

been considerable softening in the marine market for offering service to the (policyholder)," said Mr Evans,
hull and cargo risks and a slight easing for liability a marine underwriter Briefly noted
risks for malor 011 companies " At least one broker praised the marine underwriters

The Senate Finance Committee last week approved as part of aHowever, the market has softened less for insurance for writing on a net line basis "It is very good that
deficit reduction bill a variable-rate premium structure for theprograms that include U S liability risks, he noted underwriters are taking the risks themselves" rather

Mobil and Texaco are paving the way for other oil than passing them on to their reinsurers "That is Pension Benefit Guaranty Corp The annual premium for employ-
ers-depending on how well their pension plan lS funded-wouldcompanies to renew their liability coverage in the proper underwriting," he said
range from $14 per plan participant to $70, up from the currentLondon marine market, sources say Many critics of the marine underwriters predict the

"If Mobil succeeds (in securing the coverage), then marine market lS headed for disaster and that the ex- $8 50 flat rate premium The Senate Finance Committee also
agreed to eliminate a provision in the budget reconciliation billall the other 011 companies will insist on similar cover- clusion clauses introduced by reinsurers, even if ad-
that would have prohibited businesses from amortizing or depre-age," said one of London's leading energy risk brokers hered to, will not save the market
ciating intangible property with an indeterminable useful life

Policyholders are in a better position than last year The exclusion clauses "may address the worst ex-
(BI, Nov 9) The clause in H R 3545 would have reduced the value

because of the competiciveness of the market, said travagances but don't address the continued problem
of most insurance agencies to potential buyers The SenatePeter Evans, underwriter for Indemnity Marine Assur- of writing general liability on an occurrence basis The
Labor and Human Resources Committee last week scrubbed a vote

ance Co Ltd , a subsidiary of Commercial Union market will bankrupt itself in 10 years" if it continues
on the bill Introduced by committee Chairman Edward Kennedy,P L C Premiums are generally lower and more capac- writing such business on an occurrence basis, Mr
D,Mass, that would require all employers to provide employeesity iS available, he noted Agnew said
with federally prescribed minimum health insurance (BI, June

"It is symptomatic of the competitiveness of the "The marine market hasn't got the ability to reserve

market that people are willing to subscribe more ca- enough to pay pollution and product liability written 29, May 25) Sen Kennedy failed to line up sufficient support,
business lobbyists said A vote on the legislation, which somepacity to" packaged insurance programs, he said on an occurrence basis These losses won't manifest
groups estimate would cost employers $100 billion annually, now isLloyd's marine underwriters are hungry for pre- themselves for 10-15 years, and whoever 15 going to
not expected until early next year, a committee staffer said Ri-mium because they have excessive capacity at a time pick up the pieces in 15 years is going to be in a sorry
chard M. Miller, president of New York-based Corroon & Blackwhen both the shipping Industry and oil Industry are state," Mr King said
Corp, will also become chief executive officer Jan 1 , succeedingin a depression, underwriters and brokers explain Even one of the brokers placing package business in
Robert F Corroon, who will continue as chairman Also, John R

In addition, the London marine market as a whole is the marine market told Busmess Insurance "this won't
Lamberson, executive vp, will become chief operating officer offacing "significant competition from Norway and the last, because someone will get bitten "
Corroon & Black, the nation's sixth-largest insurance bro-U S insurers who are protected in London," Lloyd's However, Lloyd's outgoing Chairman Peter Miller
ker California Gov George Deukmelian has signed legislationunderwriter Mr Agnew said, refernng to the reinsur- said at a press conference last week that Lloyd's has
passed in a special session that allows businesses that suffered atance London provides these markets "It lS the 1diocy "got to break down ltS market distinctions" between
least $20,000 in property damage in the state's recent spate ofof underwriters creating their own violent competition manne and non-marine syndicates
earthquakes and forest fires to defer payment of their state prop-by giving overseas competitors protection in the Lon- "There is already considerable blurring at the edges
erty taxes until April 10, 1988 The state will compensate countiesdon market," he added The marine market writes a lot of non-marine busi-
for the loss in cash flow from the deferred taxes, normally due onOther underwriters say the competition in the ma- ness," he said "When a big company wants its entire
Dec 10 In addition, counties may permit businesses to defer prop-rine market is broker driven insurance package insured lt can't be restricted" by
erty tax payments until Dec 10 Gaston Caperton has stepped

London's marine market has written packaged in- internal market constraints
down as president of McDonough Caperton Insurance Group insurance programs-which wrap several different A marine syndicate currently can devote 10% of its
Charleston, W Va, to run as a Democratic candidate for governorclasses of risks into one policy-for energy-related capacity to non-marine risks, which must be written
of the state Mr Caperton still works with the brokerage, the 19th-companies since the 1950s Traditionally, brokers by a separate incidental syndicate, Mr Miller ex-

could place such packages if they proved to the lead plained If a syndicate exceeds that amount, it must largest U S broker, in an advisory capacity W Marston Becker,
formerly senior vp of McDonough Caperton, has been named presi-marine underwriter that at least 80% of the risk was disclose the fact to its members
dent of the brokerage Lloyd's of London lS appointing a de-marine-related Asked if he lS concerned that marine syndicates are
signer to sort out problems with the new Lloyd's building, after aHowever, reinsurers have expressed alarm during writing more liability risks on a net line basis, Mr
poll showed that 75% of underwriters and brokers prefer the oldthe past few years at the amount of liability business Miller said he believes "syndicates are not going to
building

finding its way into the marine market write the same amount of (liability) business on a

"It's very worrying that so much non-marine ca- net line basis " .



Reinsurer nine-month results competition is concerned, said Paul F Butler, president of St "On the treaty side, I think primary companies are retain-
Paul Reinsurance Management Corp in New York "Reinsur- ing a higher proportion of the risk," said CIGNA's Mr

Continued from page 3 ance buyens are very enthusiastic about the business As a Wayne
surers lose premium income because the higher layers of re- result, they're retaining more of their business " The leveling off of primary Insurers' price increases, which
insurance purchased are not big premium producers, he said "I woulc say it's the increase in retention much more means less income to reinsurers from pro rata treaty busi-

According to a survey of 75 reinsurers by the Reinsurance so than price competition," agreed Jim Stannard, senior vp at ness, is reflected in reinsurers' slowing premium growth as
Assn of America, net written premiums for the nine months F&G Re in Morrlstown, NJ,a subsidiary of USF&G Corp well, noted Steve Bensinger, senior vp and chief financial
ended Sept 30 increased }ust 32% to $95 billion from $9 2 "The numbers, for the time being, on price, are still holding officer at Skandia America
billion in the first nine months of 1986 the line," said John Engestrom, senior vp and chief under- Reinsurers say a bright spot in the nine-month results-

The nine-month growth rate of reinsurers' net written pre- writing of'icer at Skandia America Reinsurance Corp of and another indication of reinsurers' avoidance of price com-
miums pales compared with the premium gains reinsurers New York "It's nothing that we are overly concerned petition-is their premium-to-surplus ratio
posted earlier this year and in the first three quarters of 1986 about " If the reinsurance departments of primary insurers and
Reinsurers reported an 87% increase in the first half of this "There's some softening on the primary side on pric- other non-reinsurance entities are excluded, reinsurance
year and a 15% increase in the first quarter And, reinsurers' ing tha: gets translated to reinsurers But a significant por- companies alone wrote $8 3 billion in net premiums for the
premiums increased 51 4% for the first three-quarters of tion of what we're seeing ts companies holding bigger reten- first nine months of 1987
1986, compared with the first nine months of 1985 tions, ' said Paul Inderbitzen, executive vp of American With $88 billion in surplus, this means the premium-to-

Similar premium growth rates were posted by the 20 Re-Inst*rance Co of New York, a unit of Aetna Casualty & surplus ratio was about 1-to-1, noted North American's Mr
largest reinsurers Surety Co of Hartford, Conn Stempson "We see discipline being exercised in the market,"

For the first three quarters of 1987, the 20 largest rein- Don Snuth, president and chief operating officer of he added
surers-based on net premiums written-reported a 24% in- Kemper Reinsurance Co of Long Grove, Ill , agreed "I F&G Re's Mr Stannard agreed "I think the premium-to-
crease in net premiums written to $75 bilhon from $73 think it's predominantly the fact the companies are retaining surplus ratio indicates that there's tremendous capacity," he
billion for the comparable period last year They reported a a bigger share of their own business," he said said "There lS a certainly a lot of room for premium in-
5 9% increase for the first half and a 13 5% increase for the "We :lon't see irresponsible competition at this point We creases against that surplus "
first quarter The Top 20 reinsurers posted a 561% increase see reinsurers willing to sacrifice business rather than cut Reinsurers are following sound underwriting practices, Mr
for the first nine months of 1986 prices oeyond what they consider reasonable levels," said Stannard said "There doesn't seem to be a pressure for com-

The reinsurance industry's combined ratio for the first nine William H. Stempson, senior vp at North American Reinsur- panies to Write premiums to ]ustify their surplus "
months improved slightly to 102%, compared with 104 9% for ance Corp /Swiss Reinsurance Co of New York And this trend will continue, he predicted Top man-
the comparable period in 1986 However, the ratio de- Observers say increased retentions by primary insurers agement at reinsurance companies has promised lt will let
teriorated slightly compared with a 101 5% combined ratio have acversely affected the facultative market in particular business go if it is not attractive, and the results demonstrate
for the first half of 1987 ' The faeultative market has, to a very large extent, dried reinsurers are doing so

The Top 20 reinsurers' combined ratio also nearly mirrored up " said Bard E Bunaes, chairman and chief executive offi- Reinsurers also stressed their determination to hold the
the entire group's They reported a 101 3% combined ratio for cer of Cons titution Reinsurance Corp of New York line on prices "We continue, and I hope others continue, to
the first nine months of 1987, compared with a 104 2% ratio During the hard market, light- or moderate-hazard busi- maintain our underwriting standards," said St Paul's Mr
for the same period in 1986 And, the Top 20 reinsurers' ratio ness that normally would be retained by primary insurers Butler
deteriorated slightly from 100 9% in the first half of 1987 entered the facultative market, but that business is "now "We'll only grow as the market permits," said Paul J

While there has been some price competition, reinsurers going home," explained Peter J Greene, senior vp at Pruden- Malvasio, vp and chief financial officer at NAC Re Corp in
say their slow premium growth is primarily attributable to tial Reinsurance Co in Newark, N J Greenwich, Conn "We're not revenue conscious We're only
increased retentions by primary insurers Treaty r.insurers also have been affected, but to a lesser bottom-of-the-line conscious "

"There's nothing inordinate going on" as far as price extent, according to Mr Cole Continued on next page

Bel-Aire settles
Continued from page 4 Bel-Aire directlyInsurance services guide The suit, filed m federal court in Miami Sept 15, • If ICA agreed to the $400,000 loan, Bel-Aire
charges the defendants with fraud, negligent misrepre- would write $2 million in premiums in its first four
sentation and breach of contract weeks of operation, guaranteeing rapid pay-back on

The first three counts of the complaint-demanding the promissory note
TOXIC CHEMICALS that the $400,000 loan made to Risk Retention Service • The Dyna Span programs would be acceptable to

HAZARD IDENnFICATION NEED AN M.D.? Corp be repaid and that Bel-Aire stock certificates be the Missouri Insurance Division as appropriate bust-
ENVIRONMENTAL IMPACT signed over to ICA-are expected to be dismissed fol- ness for Bel-AireINVESTIGATION AND EXPERT TESTIMONY Let an experienced team lowing RRSC's repayment of the loan • ICA had been approved by the Insurance DivisionHAROLD I. ZELIGER, PhD.

CHEMICAL & ENVIRONMENTAL SERVICES assist you with However, ICA continues to press charges that Mr as Bel-Aire's reinsurer
18 Spring Hill Terrace Blumeyer fraudulently induced ICA and Mr Johnson Bel-Aire, Mr Blumeyer and the other defendants· new healthcare productsSpring Valley, NY 10977 to make the $400,000 loan by representing that the denied the charges ln the complaint and filed a coun-

(914) 356-9448 · utilization review additional $500,000 needed to meet Missouri's terclaim against ICA on Oct 21
· personal injury claims $900,000 minimum capital and surplus requirement The counterclaim charges that ICA fraudulently ln-

was already in place duced RRSC and Mr Blumeyer to accept the $400,000· medical malpractice claims
Mr Blumeyer later informed ICA that the $500,000 loan by promising that

B. Horwitz, M.D; Director (Was not in place • The former Dyna Span business would produce
If Mr Blumeyer had told ICA initially that the more than $2 million in premiumsKaren Bain, Exec V Pres.

RISKMASTER (713) 461-7930 $500,000 had not been secured, ICA would not have • The premiums would allow quick repayment of
made the loan to RRSC, the ICA complaint says the promissory noteSOFTWARE "Suddenly thereafter," Mr Blumeyer reported that • The premiums were adequate to the risks
the $500,000 had "materialized," the complaint says 0 Bel-Aire would have the opportunity to accept or

GENERAL CLAIMS WORKERS' Despite the previous misrepresentation, ICA then reject individual risks
agreed to allow the $400,000 to be used to capital- These promises were false, the counterclaim allegesWORKER'S COMP COMPENSATION ize Bel-Aire on the condition that the remaining ICA and Mr Johnson then required that Mr and

VEHICLE ACCIDENTS RISK MANAGEMENT $500,000 was not encumbered and did not represent Mrs Blumeyer personally guarantee repayment and
premiums received from prospective policyholders, the that Bel-Aire stock be pledged to secure the loan, theCHECK WRITING

SYSTEM complaint says counterclaim adds
FOR: PC/MINI/MAINF

FOR IBM PC AT ICA also entered into two contracts with Bel-Aire, The counterclaim requests unspecified compensatory
(313) 261-4440 the suit notes and punitive damages, recision of the agreements withIDEAL FOR SELF INSUREDS, INSURANCE

Under one of these Bel-Aire agreed to accept Dyna ICA and indemnification for losses on two specific
CV AND TPAs SINGLE AND MULTI-USER Span business that had previously been insured by risks that ICA bound on Bel-Aire's behalf without no-

ONSITE TRAINING VERSIONS AVAILABLE HANDLESUPTO New England International Surety and agreed to use tifying it
ONGOING SUPPORT 100,000 ON ONE CLAIMS all of its initial capacity on the Dyna Span programs One of the risks was Hickory Hills Park Inc , a lake-

before writing its Own programs, ICA says front amusement park in Rootstown, Ohio Bel-Aire,VALUE LEADERS IN
i Under the other contract, ICA agreed to reinsure which claims it never would have accepted the rlsk,RISK MANAGEMENT SOFTWARE

Bel-Aire for losses up to $5 million excess of a now faces a wrongful death claim involving the park
INSURANCE SOFTWARE $500,000 retention, the ICA lawsuit also says The other risk lS identified only by the name Tool

lillinqhast PACKAGES, INC. Bel-Aire breached noth of these contracts, the com- America
plaint charges Bel-Aire also says it may be subject to additional5118 NORTH 56H STREET ICA also charges Bel-Aire with several other negli- liabilities based on ICA's "misrepresentations or omis-

TAMPA, FLORIDA 33610 gent misrepresentations, including that sions "
(813) 621-6069 (FL) 0 Bel-Aire would allow Dyna Span's producers to ICA filed a motion to dismiss the counterclaim NovINSTALLED IN OVER
(212) 619-2470 (NY) continue to report only to Dyna Span and not to 10 .
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Bilnsurance Index The Bus,ness insurance index fell sharply last week to 369.2 on Dec.
8025 North Point Blvd, Winston-Salem, NC 27106

.....................lili...........9 3 from 391 1 on Nov. 24. The only advancing issues were: Phoenix
Re Corp., up i919/773-1313

GROUP 3.4%; United Fire Brnish issues
416

& Casualty Co., 1 WeekEmployee Benefit & Actuanal Consultants
up 2.296; and Dec. 3 Price P/E Div Yield High-Low490 -

ACS ACTUARIAL SERVICES TO HEALTH CARE PLANS 480
Kansas City Life Companies pence pence % pence pence

· COBRA Premium Insurance Co., up Commi Union 294 113 178 61 296-291
470

• IRC Section 419 and IRC Section 501(c)(9) Reserves 1.0%. Decliners Genl Accident 780 93 383 49 780-745
· Contributions Determined by Monte Carlo Risk Simulation 460

Gdn Royal Exch 770 104 466 60 798-765were led by:· Telephone Counsel (Funding and Design) 450
Royal 367 68 21 2 58 36&-358

· MEWA Actuanal Certification 440 Orion Capital
Sun Alliance 744 11 2 322 43 748-744

· Self-funded Substandard (and underwriting assistance) 430 Corp., down
Carlton Harker, FSA, EA, MAAA Philip Castevens, ASA, MAAA 420 14.3%; and Alex- BrokersAuthor "Self-Funding of Welfare Benefits" Author "Monte Carlo Simulations"

410 ander & Alex- CEHeathand 367 122 345 93 367-358
"Cost Containment of Health Care Benefits" 400 ander Services Hogg Robinson 119 92 96 81 123-119

Call or write for more mformation and prices 390 s Inc., down 13.9%. JH Minet 283 103 129 46 283-279
380 j The N index fell Sedg Grp 180 113 164 91 187--180

370 5.6% for the Willis Faber 210 9 1 14 8 70 210-203

For advertising information in the INSURANCE SERVICES GUIDE
360 4 week; and the Source Philip Olsen/Alan Clifton, Insurance Industry

8T Specialists Kitcat & Aitken Stockbrokers,Contact. Margaret Hikido, 740 Rush Street. Chicago, illinois 60611 % 0#CQ . 4 Dow Jones 30 In- London

Telephone (312) 649-5340 dustrials fell

/ 9.5%.
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Policyholders' reinsurance reinsurance Net Losses
surplus premiums premiums reinsurance & loss

(reinsurers written Combined
written Combined

Reinsurers premiums adjustment Loss Underwritingonly) 1987 Expense ratio
1986 ratio

earned expenses ratio expenses ratio 1987 1986

General Re $2,265,362 $1,736,244 $1,805,093 $1,795,854 $1,349,351 751% $433,800
Employers Re

25.0% 100.1% 104 1%
795,559 955,163 880,573 949,398 746,550 78 6 192,558 20.2 98.8 105 6American Re 502,856 750,977 702,666 772,666 597,670 77 4 168,144 22.4 99.8 98 5Munich Re 433,677 520,516 450,540 527,944 365,173 69.2 159,249 30.6 99.8 99 4Prudential Re 412,305 494,039 457,476 500,435 363,909 72.7 142,892 28.9 101.6 1048North American/Swiss Re 611,848 461,883 545,019 467,179 314,411 67.3

USF&G
170,365 36.9 104.2 109 1

N/A 308,355 218,561 289,088 203,995 _ _70.*_ _ __ 87,259 28.4 99.0 99 0Transatlantic Re 138,031 234,365 201,732 210,029 169,359 80.6 56,192 24.0
Kemper Re

104.6 109.9
294,461 231,617 307,237 249,639 206,294 82.6 43,625 18.8 101.4 1066National Re 167,148 230,021 256,268 236,904 200,561 84.7 41,716 18.1 102.8 1053Continental Re 120,250 206,949 209,864 206,432 156,547 75.8 60,153 29.1 104.9 1038CIGNA Re 186,980 204,126 211,783 203,400 152,020 74.7 58,812 28.8 103.5 106 8

Constitution State Mgt. N/A 186,142 166,121 185,790 141,664 76.2 44,826 24.1 100.3 108 9
Skandia America Group 317,647 173,095 155,693 177,993 127,275 71.5 57,940 33.5 105.0 1140
Constitution Re 163,350 172,110 160,534 172,038 125,700 73.1 44,368 25.8 98.9 101 9
St. Paul Re N/A 148,953 175,896 152,194 109,324 71.8 42,182 28.3 100.1 98 1Buffalo Re 163,950 140,435 129,628 129,199 130,898 101.3 29,002 20.7 122 0 108 9
US Int'I Re 104,837 131,864 149,130 132,351 95,427 72.1 35,162 26.7 98.8 97 9
PMA Re 53,682 120,560 94,127 96,726 82,059 84.8 20,508 17.0 101.8 101 8NAC Re 162,058 115,725 65,801 102,995 80,867 , 78.5 33,845 29.2 1077 1126
Totals for top 20 6,894,001 7,523,139 7,343,742 7,558,194 5,719,054 75.7 1,922,978 25.6 101.3 104.2
Total for all companies 8,798,733 9,472,796 9,174,812 9,491,150 7,173,914 75.6 2,501,497 26.4 102.0 104.9

Source Reinsurance Assn of America

Continued from preutous page '87 "

But if primary insurers price and underwrite business welReserves also are much stronger, reinsurance officials say North American's Mr Stempson said, "We see a gradual "those with the courage of their convictions" will still retaiI would anticipate the Industry, as a whole, has strength- softening of the market " But, he added that lt will be no- more business, he added "I don't think lt'S going to haveened reserves tremendously," said Kemper's Mr Smith Be- where near as severe as it has been in the past
cause few major catastrophes have occlirred during the past CIGNA's Mr Wayne said he anticipates "modest, but crash
couple of years, the industry has been able to strengthen ltS rather insignificant, growth I think '88 should be a relatively Reinsurers said they are pleased with their own companiereserves, he explained good year for the industry again " performanceBut some reinsurers still question whether all reinsurers'
reserves are adequate to a degree, be reflected in next year's results (BI, Nov 30) Greene of Pru Re's results "We're certainly enjoying th"That's the big question mark," said Constitution Re's Mr
Bunaes

demand for reinsurance, particularly facultative, because lt from anybody else, I guess It's nice to see that "
"Reserves are always an open question," agreed Michael may have reduced primary insurers' surplus, said Shearson Pru Re posted a 101 6% combined ratio for the first nin

Brothers in New York
need reinsurance to support their premium writings the comparable period m 1986Reinsurers say the slight deterioration in their combined In addition, the crash means the primary insurers will be "We're very satisfied with overall results," said Mr Smithratio for the first nine months compared with the first-half unable to go to the market for additional capital by selling sen of PMA Re, which posted a 101 8% combined ratio, th

results is not a cause for concern "I would imagine it's Just stock "The only place they're going to get capacity right now same as a year ago Mr Smithsen noted PMA Re's 84 8% puran aberration," said USF&G's Mr Stannard is from reinsurers," he said loss ratio was higher than average because of increased reReinsurance officials expect the overall trends evident this The crash could lead to greater demand for reinsurance, serving
year to continue into next year agreed Kemper's Mr Smith "It's a possibility if the market "We're quite satisfied with what we have seen so fa"We see somewhat more of the same," said Mr Mal- doesn't recover," he said
vasio of NAC Re, which appears among the Top 20 reinsurers this year," said CIGNA Re's Mr Wayne, adding there hav

emerge in early January ends up," said Mr Inderbitzen of American Re Companies period a year ago He added that CIGNA lS "reasonably optiEarly indications are that the reinsurance market generally that were heavily invested in equities are now essentially mistie" about 1988
will hold prices steady, said John W Smithsen, president and back m the same position they were in at the beginning of Next year's expense ratio may "creep up" because ochief operating officer of PMA Reinsurance Corp in Phila- 1987, he said
delphia, a unit of Pennsylvania Manufacturers' Corp

"I think next year probably would be fairly flat for rein- primary companies will turn more to reinsurance as a result year " American Re posted a 99 8% combined ratio for thi
surers," said American Re's Mr Inderbitzen "I think most of the crash, "but I don't know if that's wishful thinking or first three quarters this year, up slightly from 985% for th,people would expect 1988 premium volume to be in line with not " same period last year
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Weekly Year to Date Annual Mkt/Bk
Weekly Year to Date Annual

Price % change % change High Low Vol (000) $ Div % Yield P/E Book value value Mkt/Bk

BROKERS Pnce % change % change High Low Vol (000) $ 0/ % Yield P/E Book value value

Durham Corp OTC 2100 12
Alexander & Alexander Svcs 24 ; 34 00 20 00 8 092 44 16 9 26.15

NYSE 080
1700 139 358 3200 17.13 576 1.00 59 119 2.98 570 Farmers Group Inc OTC 41 00 30 58

Baldwin & Lyons Inc
51 25 37.75 919 120 29 120 19.95

OTC
206

12 00 77 -45 5 2700 1200 8 020 17 46 1640 073 Fireman s Fund Corp NYSE 2588 -46 263
Corroon & Black Corp

4275 2463 784 0 40 15 479 2355
NYSE

110
24.50 121 249 3750 2200 526 084 34 114 631 3.88 Fremont Gen Corp OTC 1113 53 31 0 2050 7.88 255 060 54 479 16.75Gallagher Anhur J & Co OTC

0.66
1600 15 390 31.00 1500 42 0.40 25 106 4 81 333 Home Group Inc NYSE 1138 10 -458 2488 1050 661 020 18 19 1630Hall Frank B & Co NYSE

0.70
3.63 00 750 19.00 325 388 0.00 00 106 0.00 N/A Hanover Ins Co OTC 24.50 101 -228 37 25 23.75 151 036 15 52 21.16Marsh & Mclennan Cos Inc NYSE

116
47.25 -69 222 7200 4500 606 240 51 118 514 919 Hartford Steam Boiler OTC 2200 83 -67 3663 2025 190 100 45 87 1017Poe & Assoc Inc OTC 216
7.75 31 354 13 25 7.75 0 040 52 75 057 1360 Kans City Life Ins OTC 2600 10 10

BROKERS
3150 2150 0 000 00 87 0.00 N/A

AVERAGE -65 397 34 96 Kemper Corp OTC 20.00 101 200 38.75 1988 1626 0.60 30 61 23.48 085
Liberty Corp S C NYSE 3650 39 -07 5300 3250 6 080 22 164 1996

CONGLOMERATES & HOLDING COMPANIES
1.83

Lincoln Nat I Corp NYSE 4088 71 119 6050 35.75 242 236 58 82 44.85 0.91

NAC Re Corp OTC 1925 125 267 3225 1875 33 0.00 00 178 1812 106

Berldey W A Corp OTC 21 50 75 181 3700 1875 508 028 13
Nobel Ins Ltd OTC

54 13.72
825

1.57
16 49 2 1850 8.00 99 0.40 48 393 937 0.88

Berkshire Hathaway Inc DEL OTC 285000 50 1 1 3792 00 2510 00 150 000
Northwestern Nat I Life

00 179
OTC 2200

6253 296
13 7 290 32 38 20.75 169 096 44 58 33.26 0.66

CIGNA Corp NYSE 4463 101 189 6950 45.38 830 2.80 63
Ohio Cas Corp OTC

55
3650

4201
52 55

1.06 49 25 34.75 193 168 46 86 2680 136

CNA Fin I Corp NYSE 51.75 92 37 6650 47.00 215 000 00 Old Rep Int I Corp OTC
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There's one thing
you can predict about

the unpredictable:
The Hartford will be there.

Unlike many insurance companies, The Hartford han-
dles its own claims through hundreds of offices around
the country. So when you need us, we get there fast.

Of nearly a million and a half claims handled during a
recent year, we settled 99.9% satisfactorily. That's because
The Hartford takes its obligations very seriously The ob-
ligation not only to pay for covered accidents and disas-
ters, but to take every appropriate step to lessen the

human and financial impact of
those losses.

 Responsive claims service is onennore reason independent agents and
their business customers Ida ¥2-,

# turn to us, year after year. .IF 'r '
td0 They get our best, and so will you.

THE HARTFORD That's what makes the difference.
The Insurance People ofITT The Hartford difference.

When you need us most, we're at our best.

%

1 4


