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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

Flex cap protests Mounting claims spark
suit against EIL facility

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 (Bl, 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

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, Envirnmental 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&O insurance; professional in-
demnity and errors and omissions coverage;
and liabilities under the Securities Exchange
Act (Bl, March 30).

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

New AK&A edict orders staff

to use Howden in London
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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
lan Agnew, who refuses to write U.S. liabil-

The London marine market

is prepared to write
liability risks on extremely

broad terms to maintain

premiums, says lan Agnew.

NCCI may ask double-digit hike
in workers compensation rates

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
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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
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Update

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
placed into liquidation by the New York Insurance Department in
July 1985 (Bl, July 22, 1985)

Under the settlement, Hall will pay Omaha Indemnity $14 6 mil-
lion, $46 million immediately and the balance in two annual pay-
ments of $5 million, pursuant to a secured note Also, a Hall
insurer will pay Omaha Indemnity $54 million immediately Nei-
ther Hall nor Mutual of Omaha would disclose the insurer's name

The settlement will not adversely affect Hall's fourth-quarter re-
sults because "sufficient reserves were recorded for this litigation
in the third quarter of this year,"” a Hall spokesman said

The suit charged, among other things, breach of fiduciary duties,
breach of reinsurance contracts and negligence by Hall and/or
its subsidiaries

"The settlement is another important step in getting Hall's prob-
lems behind us and restoring the company to ItS rightful place as
one of the world's premier insurance brokers Everything that our
chairman, Saul Steinberg, has predicted is coming true," said Peter
T Pruitt, president and chief operating officer of Hall

Bill increases insurer reporting

WASHINGTON-Employers that self-insure, risk retention
groups and commercial property/casualty insurers would be re-
quired to submit financial and Claims information to the federal
government under a bill introduced last week by House Small Busi-
ness Committee Chairman John LaFalce, D-N Y

The legislation is the first attempt to require self-insuring em-
ployers to submit loss data to the government

The bill, H R 3688, lists more than seven pages of the type of
information to be submitted to the U S Small Business Adminis-
tration The data required includes premium and claims informa-
tion, and verdicts, damages awarded by category and settlements

Insurers would have to submit information on actual loss adjust-
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 withesses and discovery costs

"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 Justice system,"”
said Rep LaFalce

Insurer operating income up

NEW YORK-The domestic property and casualty insurance in-
dustry posted $9 8 billion in pretax operating income in the first
nine months of 1986, a 172 2% increase from the $3 6 billion re-
ported for 1986's first nine months, according to the Insurance
Services Office and the National Assn of Independent Insurers

Aftertax net income, however, increased only a 234% to $11 3
billion from $9 1 billion

The combined ratio for the first nine months was 104 2%, com-
pared with a 108% combined ratio for the comparable period in
1986 The pretax underwriting loss totaled $7 3 billion, an improve-
ment from a $12 4 billion underwnting loss in 1986's first three
quarters Net investment income totaled $17 3 billion, up 7 9% from
$16 1 billion in the comparable period m 1986

Net written premiums grew 9 8% to $144 9 billion from $132
billion for the comparable period in 1986

At Sept 30, the Industry's policyholder surplus had increased
25 3% to $110 billion from $87 8 billion However, the insurance
industry iS estimated to have lost $10 billion to $12 billion in sur-
plus in the recent stock market dive

Kemper proposes auto mutual

BOSTON-The Massachusetts Insurance Department IS consid-
ering a proposal by Kemper Group to transfer its unprofitable auto
insurance business in the state to a non-profit mutual company
specifically designed for the purpose

Kemper is "cautiously optimistic"” that the department will agree
to the terms of ItS 400-page proposal, said Gerald L Maatman,
president of Kemper's four national property & casualty insurance
companies Commissioner Roger Singer had told Mr Maatman that
the department would decide within the next two months The com-
missioner could not be reached for comment

The unprecedented move would cost Long Grove, lll -based
Kemper $100 million, but it could improve the insurer's nationwide
private passenger auto combined ratio by an estimated 5 points,
said Mr Maatman Kemper, the state's third-largest auto insurer,
lost $31 4 million on its Massachusetts auto business last year and
expects to lose $37 1 million in 1987

The state's assigned risk auto insurance pool mandates participa-
tion of Insurers that write business in the state Fireman’'s Fund
Insurance Cos was allowed to withdraw from the pool and from the
Massachusetts insurance market last month in return for a one-
time $45 million payment to the pool (Bl, Nov 23)

Unlike the Fireman's Fund settlement, the Kemper strategy
would permit the insurer to continue writing all other lines of in-

surance in the state

Continued on page 65

Errors & omissions

= While the chart reporting insurers' nine-month results (Bl, Nov
30) was correct, American International Group Inc was inadver-
tently omitted in the portion of the accompanying article naming
insurers with underwriting profits AIG reported an underwriting
profit for the first nine months, not Continental Corp, as the article
mistakenly said

Damage claims unpaid
10 yea rs after flooding

By MARK A. HOFMANN

commercial insurers Most of the rest of the property
insurance for commercial property was written by the
JOHNSTOWN, Pa -More than 10 years after John- National Flood Insurance Assn, the predecessor of
stown was devastated by floodwaters triggered when the National Flood Insurance Program
two dams burst and a stream overflowed during a tor-
rential rainstorm, not a dime has been paid to plain- many of the lawsuits, has two funds that may respond
tiffs seeking hundreds of million of dollars in dam- to liability claims, but each of the funds may pay out
ages only $1 million per occurrence under state law And a
In the largest negligence litigation in the state's his- court still must determine whether those funds can
tory, hundreds of plaintiffs in 31 cases are suing 21 legally respond to claims
defendants, including two state agencies and their em- Another ma}or defendant, Bethlehem Steel 640
ployees and officials, two local water authorities, the was self-insured
engineering consultant for one of the authorities and
the original owner of one of the dams
In addition, plaintiffs have filed 45 wrongful death Gannett, Fleming, Corrdry & Carpenter Corp , the au-
suits against many of the same defendants

The state, which is one of the defendants named in

Two other major defendants, the Greater Johnstown
Water Authority, which owned one of the dams, and

thority's engineer, had commercial insurance that falls .
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

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

$400 million, including potential liability for wrongful and insurance issues, Judge H Clifton MeWilliams Jrg
deaths, according to Donald P Minahan, the Pitts- president }Judge of the Cambria County Common Pleas
burgh-based chief deputy attorney general for the Court, who has overseen the entire case, IS required
Western region of Pennsylvania Commercial prop- under state law to retire next spring when he turns
erty damage may amount to only a fraction of those 70, the state's mandatory retirement age
estimates Despite the passage of more than a decade since the
There is only about $42 5 million of insurance to re- tragedy, not so much as a trial date for a single
spond to the estimated $100 million to $200 million suit has been set, and attempts to settle some of the
of property damage, according to the American Insur- suits out of court have failed
ance Assn Of the coverage, 10% was written for com- Except for the appeal by plaintiffs of an August 1985
mercial property, $1 5 million of which was merchan- ruling by Judge MeW/illiams that denied a motion to

dise-in-transit inland marine insurance written by Continued on page 17

New A&A edict orders staff

to use Howden in London

By LINDA J. COLLINS

business with another Lloyd's brokerage without re-
ceiving prior approval, "the income credit to the pro-
NEW YORK-Alexander & Alexander Inc will soon ducer, office and region will be reduced by a minimum
require that all business it places with London un- of 33% With the capabilities that Howden possess,
derwriters be handled by ItS Lloyd's of London bro- we should be able to have a minimum of 95% Monr,
kerage subsidiary, Alexander Howden Ltd London-placed business with AHL by year-end 1985 "
A&A IS the first U S broker with a large London Currently about 55% of the business A&A places
brokerage affiliate to issue a formal and strict edict in London IS handled by Howden
that its business be placed with its affiliate Mr White said in an interview that he anticipates
In an internal memo issued last month, Michael K other worldwide brokerages may follow A&A's lead in
White, president and chief executive officer of A&A consolidating their London accounts with their Lloyd's
Inc, Alexander & Alexander Services Inc 's domestic brokerage affiliates He said he suspects that if other
brokerage arm, instructed "effective with policies U S brokerages with London brokerage subsidiaries
written on or after Dec 31, 1987, the following corpo- have not issued a formal directive like A&A, at least
rate policy is applicable All new business opportuni- some have informal understandings
ties on London-type business will be submitted only to No other leading U S broker has iss .ed such a di-
Alexander Howden Ltd " rective, but several have consolidated their accounts
Furthermore, "All renewal London business will be with their affiliate
placed with AHL unless an exception is specifically According to John T Sinnott, executive vp of Marsh
made by (a) regional director Requests for exceptions & McLennan Cos Inc m New York, M&M "has never
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 It necessary to do so Without a mandate,
don market," Mr White added
The memo explained that if A&A producers place

about 90% of our placements in London are through"
Continued on page 60
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Lawrence elected Lloyd's chairman

Mr. Lawrence

By STACY SHAPIRO

LONDON-LIoyd'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
(Bl, 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

LONDON-AIirlines due to renew

their hull and liability insurance during
the next few months will still be able to

negotiate significant rate reductions

despite the death of more than 260 peo- vestigation.

ple in two recent air crashes, London

-underwriters and brokers say.
Last month's loss of a South African

Airways Boeing 747 and a Korean Air
Lines Boeing 707, which probably will
cost London insurers more than $100
million, will have no effect on rates
being quoted in the London market,

until next April.
The South African jet plunged into

Bel-Aire settles with regulator

the Indian Ocean on Nov. 28 with 160
passengers and 19 crew members on worldwide by National Aviation Insur-
board after the captain reported smoke
in the cockpit.

There were no survivors, and the

cause of the disaster is still under in- Lloyd's is Barry Coleman, underwriter

South African Airways, which has ton Underwriting Agencies Ltd.
not had a major accident since April
1968, has $750 million in liability in-
surance and maximum hull insurance
limits of $120 million, according to
London sources. The hull had an in-
sured value of $86 miillion.

About 55% of SAA's hull and lia-

sources say. Indeed, most underwriters bility insurance was placed in the Lon-

expect aviation rates to continue to fall don market by Lloyd's of London bro-
ker Willis Faber P.L.C., confirmed

Michael Davies, a Willis Faber director.

By DOUGLAS McLEOD

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

insurance.”

the policy.

E $8-
The rest of the coverage was placed °
E $6-
ance Brokers of Johannesburg, South -
Africa. E
The lead aviation underwriter at
for syndicate 648, managed by Welling- s
2.
SAA renewed its fleet insurance Oct.
1 with "significant"” premium reduc- .

tions of about 40% for hull cover and
10% for liability, London sources say.
Mr. Davies confirmed that SAA "did
attract a market reduction in line with
the current trends” but would not spec-
ify how much.
Mr. Coleman refused to comment on

1984

Continued on page 52

Source: Reinsurance Assn. of America

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. "l 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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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 (BIl, 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

ford, Conn.

Continued on nezt page

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, lllinois, Kentucky,

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-

As primary insurers increase their retentions, rein-

Continued on page 66

ble-digit comp hikes

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

* Increases of 20% to 30% in Alaska, Ar-
kansas, lowa, 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, lowa and multiline property/casualty in-
Continued frompremous pcas 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 Insuran29 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
tI’UStV\_IOFthy ' that firther t?ken 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 comgla|rt 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 charge blic District Court in Miarri related to his sale of several alleg- behalf of purchasing groups in

aga.nst Bel--Ai e, in- or the publi

cluding that the irs _Irer, 1 C ensed ~  Mr Blumeyer pledgec Bel-Aire  However, ICA and Eel-Aire con- edly bogus jnsurance companies, placing coverages with AlIC 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 a,’., attornev with the
phromissoryfncte 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 &

an half its initial capi:al ahd 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 AlIC

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-

sorM note from Bel-Aire President agreec to underwrite business %ro- have been hit with cease and desist receftl, received a certificate of ents of Dyna Span that had been

Arthur A Blumeler ZIl 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 comblna_tlon of Raton and to _cede reinsLrance to states (BIl, 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 aIIegedIySSUeC b¥ a fed- tention gnro%ps, 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, AlIC noted that It would

seek approved status In other

states next year, though Mr Fea-

. . man said that other state regula-

Slrenglh and Seeu rHy In a Changlng Word - tors have not yet been approached

The press release also notes that

the holding company may seek to

394 4 _ 6% B:irtohase or form a life insurance

Kentucky was chosen because of

4 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 former

1)

6/ |3*4#1 26’45.’ Kentucky Gov Bert Combs
[¥ - -3>“C £.S| ' AlIC also had applied for a 11-
cense in Nebraska after separately

* I I ting th ith th
: 141 5<-..infr $1 million in capital, Mr Feaman
<$5 |>49** *aS ——4 —'4':4 . confirmed '

Y_’__hf 1,7 f The Nebraska application-in
. which AIlIC was represented by
) ath Benjamin Nelson, an Omaha law-

i yer and former Nebraska insur*nce
commissioner-was withdrawn

1 3-%—)%64-1 --,EZL* |r= . after the Kentucky approval came

through, and the Nebraska com-

pany's capital was transferred to
Kentucky, Mr Feaman said

A1-»-=4: .-rl - One condition of any Nebraska

license would have been that AIIC

1 L = not do business with ICA or Dyna

4.2- Span, according to Nebraska In-
fly A=->"-9 k- - 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-

Tt rently negotiating reinsurance

T covers, he said, though he declined

—.ji to provide the names of pros-
pective reinsurers

While Mr Johnson IS the prinel-

pal shareholder of AlIC's parent

company, AllIC's president and
:1 5 chief executive officer is John H

i Grote Jr
Mr Grote, a Florida agent, IS
currently facing Florida Insurance
o 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 It WasS 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 inJunction was issued, though
*leultative ellen:s. And seourly In the Insurance Department did not

. . . include these in its complaint be-
Imew# thal Skandia, serving clients cause of uncertainties over
since 1900, is the oldest operating whether the injunction would be
reinsurance compagqy in the U.S. interpreted as applying outside of

Florida

Meanwhile, ICA is pursuing its
lawsuit against Bel-Aire, Risk Re-
tention Service Corp , Mr Blu-
meyer and his wife, Hope Blu-
SKANDIA AMERICA GROUP meyer

Headquarters: 280 Pas™ Avenue,New York
Allanta. Chicago, NewYork, San Francisco /

Contlnued on page 66



1hanks to

modernmedidne,
he'llnowbe able

tooutlivehis savings.

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.

Sl *:. -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

Sources for statistics: Employee Beneftt Research Institute, 1985; National Underwriter, 1986

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:

A division of Northwestern Nmion: 11 life llisumnce Comptiny, Nlinneal,olis, i\IN (not,Kimitted in the State of New York). The North Atlantic l.ife itisitralice Company of America. Jericho, NY (a member of the NWNI. Companies)



[fan employee were forced mto this home,

In many cases, the answer 1s yes. the number one company in group LTD?

Right now, over 100,000 working age people are LTD Extended Care 1s the first group disability
confined to nursing homes as a result of an accident or insurance benefit designed for small to mid-size
chronic illness! But only 3% of all people have insur- companies to protect disabled employees who require
ance to cover the cost*-an expenditure that averages full-time nursing home care.
$25,000 per year.> And studies show that 6 out of 7 It works like this. In the event of such a need,
people would be financially devastated in the event of UNUM'’s base LTD plan does what it was meant to do,
such a disability:* replace income. While the LTD Extended Care benefit

But now there is a way to help cover these cata- helps pay up to 100% of the nursing home costs —
strophic expenses. With LTD Extended Cares™ From without reducing the base LTD benefit. The result?

'Master Facilities Study Data, Department of Health and Human Services, 1982 2Life Association News, May, 1987 “Ibid, *House Commitlee on Aging, November, 1985 “Employee Benefit Plan Review, April, 1987




would his family be forced out of this one?

The disabled and their dependents are protected without UNUM LTD.

against devastating financial hardship. And assets are To learn more about this major advance in group

preserved. disability coverage, call UNUM. The company that
LTD Extended Care is available for employees protects people’s income.

of companies who participate in UNUM’s base

LTD plan.

For you, LTD Extended Care means a new sales “ "””M
opportunity. Because it allows you to sell to those peo- -~ ®
ple with our popular base LTD plan. And LTD Extended 5
Care is another good reason to approach those clients InCOme PrOtECthH.

First UNUM Life nce Company

UNUM Life Insurance Company UNUM Life Insurance Company of America
ew York State only)

Portland, Mame 04122 Portland, Maine (4122 (All states except New York) Elmsford, New York 1(
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Unfair to withhold IRIS results

USTICE PREVAILED in the court-ordered re- non and perhaps start a run on an otherwise finan-
lease of the previously confidential Information cially sound insurer We think that's unlikely, and

on the financial condition of insurers compiled by we expect that the NAIC will be proved wrong now
the National Assn of Insurance Commissioners that the Information has been released.

As we reported, a District of Columbia Superior -Insurance consumers are entitled to know the
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(Chicago)
CHICAGO: Stacy Adler (Assistant Copy Editor)
Karen Brown (Ass,stant to the Editor)
Linda J Collins (Agent/Broker Editor)
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Court ordered district insurance regulators to re- names of insurance companies that insurance regu- LOS ANGELES: Donna D,Blase ureau chief

lease three 1987 Insurance Regulatory Information lators have identified for the highest priority in the
System reports The reports had been requested by surveillance process Then, the insurance buyers
University of Indiana professor and newsletter and/or their brokers can further investigate the fi-
publisher Joseph Belth (Bl, Nov 30; Nov 23) nancial health of an insurer under special scrutiny

Glenn Huntley (Assoctate Editor)
NEW YORK. Douglas Mcleod (Bureau Chief)
Kari Berman (Sta# Reporter)
Judy Greenwald (Assoctate Editor)
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-
One of the three reports covers five-year trends eating that the insurer As heading for financial
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
tention or were targeted for attention The other be able to understand and accept the reasons, once
two reports provide supplemental ratios on life/ac- they are explained.
cident/health insurers, inclliding one on the ade- Consumers are entitled to this regulatory infor-
quacy of loss reserves. mation from government employees Furthermore,
These insurers needing immechate regulatory at- It has been unfair to withhold this Information that
tention are identified by the results of certain fi- can otherwise be obtained by the largest brokerage
nancial tests that are designed to send up a red flag firms. Those with the money and the computer
when an insurer's results fall outside predeter- power can run their own IRIS tests and get the

mined norms same results as the NAIC

Deborah Shalowitz (Associate Editor)

Corporate: H L Stevenson (Comorate Ed,tor)

Advertising Director: Donald A Walsh (New York)
Midwest Sales Manager: Robert L Niesse (Chicago)
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The NAIC had fought to keep the results of these An interesting footnote is that the district regu- Corporate Marketing Manager: Alice Steloff (petroit)

financial tests confidential, contending that the lators received the reports by accident The NAIC
designation as needing immediate regulatory at- had intended to keep the reports from regulators in
tention does not necessarily mean that the insurer states where requests for the IRIS information
is facing financial adversity The NAIC has con- were pending. But, due to a clerical error, the dis-
tended that releasing the names of these insurers trlet regulators received the reports

could lead consumers to such an erroneous conclu- As we said, justice prevailed

Letters

Purchasing group insurers need regulatory scrutiny

To the editor One of the points Jon While Mr Harkavy brought up this IS Intends to opeiate, as well as annual
Harkavy brings up in his letter on the point to rebut the proposition that risk statements, the new insurer is unbur-
Risk Retention Act (Bl, Nov 9) relates to retention groups were not adequately re- dened by any of these mandates In fact,
regulatory solvency overview of risk re- gulated, he has Indirectly raised a related this "hybrid risk retention group" never
tention groups Although Mr Harkavy issue that bears equal consideration This even mentioned in the act is free to oper-
does not cite the specific section of the issue relates to insurers of purchasing ate nationwide upon the filing of a cur-
act that provides for this, it is contained groups The question rela.ing to purchas- sory notice While the act never expressly
in Section 7 Because of this section, as ing group insurers is whether or not state carved out federal pre-emption for pur-
Mr Harkavy correctly observes, -a state insurance commissioners in non-char- chasing group insurers, such a pre-emp-
insurance commissioner has more powers tering states have available to them a tion has, in effect, been created through
in this area over a risk retention group corresponding procedure as is provided the interpretation of language in the act
under the act than over a traditional in- in Section 7 for risk retention groups It relating to the "location”" of a purchasing
" He further points out that "a would appear that they do not Thus, if a group
commissioner can go to federal court to state insurance commissioner found a It would seem that expansion of Sec-

surer

en]oin a risk retention group operating purchasing group insurer chartered in tion 7 to empower state insurance com-
nationwide, if it can establish that the another state to be in a "hazardous fi- missioners with the same authority over
group is operating under a '"hazardous fi- nancial condition,"” the commissioner purchasing group insurers as they are
nancial condition Finally, he notes would be confined to an action in state given over risk retention groups found to
that, "under the traditional regulation of court Although the commissioner might be in a "hazardous financial condition" is
insurance, a commissioner has authority obtain an injunction to shut the purchas- well worth our consideration While all

only in his or her own state ing group insurer down in its state, the eyes are focused on the purchasing group
insurer would be free to operate nation- itself, we must consider that this entity
wide until each individual commissioner will not ultimately be called upon to pay
took similar action to StOp It from the claims of policyholders, nor will it
operating become insolvent Thus, to concentrate
The irony of this result is particularly our energies on a group of insurance
apparent when comparing a risk reten- buyers, rather than on the ultimate risk
tion group to a newly _icensed insurer bearer, 13 to divert analytical and critical
formed for the express purpose of becom- thinking from where It is most needed

Business Insurance welcomes let-
ters from its readers Please keep
your comments as bnef as possible
We reserve the right to edit Letters
for clarity or space We will not
publish unsigned letters Send your
comments to Letters to the Editor, ing a purchasing group insurer While the Karen Cutts
Business Insurance, 740 N Rush

