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What went wrong?
* Occidental tracing apparently bogus policies

By DOUGLAS McLEOD

NEW YORK-One year after it paid $22.5 million
for two apparently bogus property reinsurance poli-
cies, Occidental Petroleum Corp. is still trying to
find out what went wrong

Occidental, which believed it was buying reinsur-
ance for its Bermuda captive from London-based
Phoenix Assurance P.L.C.-is investigating how the
coverage ended up with a Canadian agent repre-
senting an apparently non-existent Phoenix Insur-
ance Co.

This company is not related to a Travelers Corp.
subsidiary in Hartford, Conn., also called Phoenix
Insurance Co.

Occidental is also trying to find out who ulti-
mately received its premiums, most of which were
wired through bank accounts in New York, Florida
and Switzerland before disappearing.

Also investigating the placement are Occidental
broker Bayly Martin & Fay International Inc.,
which Occidental is suing for $150 million, and regu-
latory and law enforcement agencies in the United
States and Great Britain.

But while the inquiries have revealed more about
who was involved in the placement, how the busi-
ness was brokered and where the premium went,
Occidental doesn't appear much closer to recovering
its lost premium.

BMF has yet to answer Occidental's lawsuit, filed
last August in California State Superior Court for
Orange County (BI, Aug. 26, 1985). The suit charges
BMF with fraud, breach of contract and negligence
in placing the coverage.

None of the four other British and U.S. brokers
involved in the placement has been named in the
lawsuit or has been accused of any wrongdoing. In

recent interviews, two of these brokers said they
were duped.

Meanwhile, Occidental has been unable to collect
from Phoenix Insurance Co.-or anyone connected
with Phoenix-on several million dollars in prop-
erty losses suffered during 1985, a source close to
Occidental said.

Thomas P. Lambert, a Los Angeles lawyer repre-
senting Occidental in its suit against BMF, said the
oil company would not comment on whether it had
been able to obtain coverage to replace that suppos-
edly written by Phoenix for 1985 claims.

Occidental has not filed any of its claims with
Sterling Insurance Co., a Liberian corporation pur-
portedly formed last year to pay losses on behalf of
Phoenix's reinsurers, according to E. Glen Johnson,
a lawyer representing BMF with the Fort Worth,
Texas, firm of Kelly, Appleman, Hart & Hallman.

Bernard Hubscher, a New York attorney who said
he represents Phoenix's reinsurers, told BMF that
the reinsurers would pay valid claims through Ster-
ling as long as the claims were not "substantial,"
according to Mr. Johnson.

Mr. Hubscher also told BMF that the reinsurers
could not return Occidental's premiums because
they had passed along premiums to their own rein-
surers, Mr. Johnson said.

Mr. Hubscher-who declined to identify Phoe-
nix's reinsurers for BMF-would not comment for
the record on the Occidental case.

The Phoenix placement involved two layers of
property, reinsurance for Occidental's Bermuda cap-
tive, Piper Indemnity Ltd. The first layer comprised
aggregate stop-loss reinsurance for Piper's $1 mil-
lion per-occurrence retention and the second com-
prised reinsurance for $9 million excess of $1 mil-

Continued on page 4

update

California asks court to give
reinsurance money to MIC
SAN FRANCISCO-The California

Insurance Department last week
asked a San Francisco Superior Court
to rule that Mission Insurance Co. is

entitled to reinsurance proceeds that
Delaware regulators say should go to
Pacific American Insurance Co.,
which is in liquidation in Delaware.

MIC, in conservation in California,
fronted long-haul truckers liability
policies for Pacific American. As se-

Continued on nest page

New rate hikes seen
as major insurers
boost their reserves

By JUDY GREENWALD

NEW YORK-Analysts say the decision by major insurers to add sub-
stantially to property/casualty reserves reflects how badly the industry as
a whole is under-reserved.

The analysts add that the actions also indicate that further rate increases
are necessary and that the tight market cycle may last longer than many
observers have predicted.

Philadelphia-based CIGNA Corp. announced Jan. 30 that it would re-
port a $1.2 billion charge against its fourth-quarter 1985 earnings to
strengthen its reserves (BI, Feb. 3). The increase is equivalent to 28% of
CIGNA's year-end 1984 re-

1serves.

The CIGNA move will re- 'In general, I think the
sult in an anticipated operat-
ing loss of about $853 million industry is still
for 1985, which analysts de- under-reserved, but is
scribe as the largest loss ever
reported by a property/casu- catching up,' says David
alty company. Seiffer of First Boston.

In addition, Continental
Corp. said last week it will i
also report a 1985 operating
loss because it is adding $220 million to reserves, an amount equivalent to
5.9% of its year-end 1984 reserves.

New York-based Continental did not estimate the size of its 1985 operat-
ing loss, though it did say it would report a net gain for the year as a result
of investment gains.

Meanwhile, Standard & Poor's Corp., which has given CIGNA an AAA
rating for its claims-paying ability, says it is now reconsidering that rating
because of the $1.2 billion charge.

Both S&P and Moody's Investors Services Inc. in New York plan to
re-evaluate both CIGNA's and Continental's ratings on debt issues, as well
as a CIGNA preferred stock issue.

Analysts say CIGNA's and Continental's actions are an indication of how
Continued on page 31

Benefit costs jump 3.3% in '84: Chamber
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By JERRY GEISEL

WASHINGTON-Increases in employ-
ers' benefit costs continued to moderate in
1984, a new survey shows.

Benefit costs per employee increased
only 3.3% in 1984 to an average of $7,842
from $7,582 in 1983, according to the latest
U.S. Chamber of Commerce benefits sur-
vey.

While benefit costs continue to rise, ben-
efit expenditures equaled 36.6% of total
payroll in 1984, unchanged from the previ-
ous year, the survey shows.

The 3.3% increase in overall benefit
costs is substantially less than hikes in re-
cent years. Benefit costs jumped 5.5% in
1983 to $7,582. In 1982, benefit costs rose
8.5% to $7,187 from $6,627 in 1981 (BI, Jan.
14, 1985).

As was the case in 1983, benefit costs
eased in 1984 because pension costs-em-
ployers' third most expensive benefit-

dropped 2.1% to $1,011 from $1,032. Pen-
sion expenditures as a percent of payroll
decreased to 4.7% from 5%.

However, both health insurance and So-
cial Security payroll taxes rose sharply in
1984.

Insurance costs, which include health
and life insurance payments, increased
8.3% to $1,581 per employee from $1,460,
rising as a percent of payroll to 7.4% in
1984 from 7% in 1983.

Social Security payroll taxes climbed
7.9% to $1,408 from $1,305 per employee,
increasing as a percent of payroll to 6.6%
from 6.3%.

Benefit costs increased in 13 of the 21
industries included in the Chamber sur-
vey. The largest jump was found in the
pulp, paper, lumber & furniture industry,
where expenditures increased 21.4% to
$8,079 from $6,656.

Double-digit increases also were re-
corded in three other industries:

Hardening market puts
county jailers in a bind
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• Trade (wholesale and retail), up 21.2%
to $6,006 from $4,956.

• Food, beverages and tobacco, up
20.4% to $8,531 from $7,083.

• Rubber, leather and plastics products,
up 12.4% to $7,847 from $6,979.

Eight of the surveyed industries re-
ported declines in benefit costs during
1984: banks, finance companies and trust
companies; chemicals and allied products;
machinery (excluding electrical); miscella-
neous non-manufacturing industries; pri-
mary metal; printing and publishing;
stone, clay and glass products; and trans-
portation equipment.

These decreases ranged from 0.8% in the
primary metal industry to 8% in the ma-
chinery (excluding electrical) industry.

The cost of providing benefits to em-
ployees is outlined in the survey, the 23rd
since the Chamber project began in the
1940s.

Continued on page 14
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update Decision could cost firm

Contznued from previous page

Reinsurance proceeds sought millions m asbestos cover
curity to MIC, it was named an additional reinsured on Pacific
American's own reinsurance policies, the suit says The regulators
are competing over the proceeds from these policies By STEPHEN TARNOFF between five asbestos producers and scores of insurers

The reinsurers, also named defendants, are Fremont Indemnity over the scope and extent of insurance coverage fol:

Co , Eagle Star Insurance Co , Republic Insurance Co and Pine Top SAN FRANCISCO-A policy exclusion for "asbes- asbestos diseases
Insurance Co toms" written in the late 19705 and early 1980s excludes The producers in the trial. which began March 4,

Meanwhile, negotiations to avoid liquidating MIC are taking coverage for all asbestos-related diseases and not just 1985, are Manville Corp, GAF Corp, Nicolet Inc, Fi-
longer than expected "Intense negotiations" were still going on late asbestosis, a Superior Court Judge says breboard Corp and Armstrong

last week between California regulators, MIC's reinsurance policy- In the first interpretation of an "asbestosis exclu- Phase 2 of the trial, which concerned interpretation
holders and representatives of American Financial Corp, Mission mon," San Francisco State Superior Court Judge Ira A of the asbestosis exclusion, began last July and ended in
Insurance Group's chief shareholder, says a department spokesman

Brown Jr ruled that former asbestos August Armstrong was the only pro-
producer Armstrong World Indus-

1 ducer involved in this phase of the

CGL form available in 22 states tries Inc and its insurers between 'This is the first litigation
1977 and 1982 understood the terms ruling on what the At issue was how to interpret ex-

NEW YORK-The revised claims-made commercial general ha- of the coverage to mean that cover- clusions for "all liability from asbes-

bility policy form is now available for use in 22 states, according to age for all asbestos diseases be ex- exclusion means,' tosis" in policies for Armstrong writ-
the Insurance Services Office

cluded
attorney Fred

ten between Jan 1, 1977, and Jan 1,

But, to date, Illinois and Connecticut are the only two of the 14 As a result of last month's decision, 1982

states that rejected an earlier version of ISO's claims-made CGL to Lancaster, Pa -based Armstrong Gregory says. The lead underwriter for Arm-

have approved the revised form ISO revised the form last month won't have access to more than $125 strong was H S Weavers Under=

after many regulators declined to approve it (BI, Jan 13) million in liability insurance it sought -I--Ii- writing Agencies Ltd, which, along

ISO says the form has been approved in Alabama, Connecticut, for asbestos bodily-inlury claims with other participants from the

Florida, Idaho, Illinois, Iowa, Kansas, Kentucky, Louisiana, Maine, under policies written during those years, insurers' at- London market, wrote first-layer umbrella insuraY
Maryland, Mississippi, Montana, Nevada, Utah and Wisconsin torneys say of $5 million per year

The form also is available for use in California, Colorado, Indiana, However, the court also ruled the asbestosis exclu- Insurers on other layers during the five years at issue

Missouri, New Mexico and Tennessee, unless they reject it sion does not apply to asbestos property damage claims Included The Home Insurance Co, National Union Fire
brought against Armstrong, and thus the coverage is Insurance Co of Pittsburgh. Pa, Interstate Fire & Cas-

$50 million added to National Re potentially available for Armstrong for these types of ualty Cos, United States Fire Insurance Co, Central
claims, which involve the cost of removing asbestos National Insurance Co, Puritan Insurance Co, CNA

STAMFORD, Conn -National Reinsurance Corp has received a from buildings Insurance Co , and various London market insurers

$50 million capital infusion from its parent, Lincoln National Corp, The Jan 14 decision by Judge Brown came in the These insurers wrote more than $125 million in lia-
boosting its surplus to about $121 million, says William D Warren, midst of the third phase of massive insurance litigation Continued on page 29

National Re's chairman and president
National Re, the 11th-largest U S reinsurer with nine-month net

premiums of $1433 million, plans to use the money to support exist-
ing business and pursue new opportunities, Mr Warren says

N.J. rules Capacity still plentiful
High school sports to continue reaffirmed

WINNETKA, Ill-New Trier High School is continuing its sports
in political risk market

programs after finding $6 million in general liability coverage The by court
school had considered cutting sports Feb 1 because $10 million in By STACY SHAPIRO

expiring coverage could not be replaced (BI, Feb 3) By MEG FLETCHER
New Trier has a $1 million primary policy written by Continental

LONDON-Predictions of a capacity shortage for political risk in-

Insurance Co and $5 million in excess coverage from Great Ameri-
TRENTON, N J -The New Jer- surance are proving wrong, with three new players entering the

can Surplus Lines Insurance Co It lS paying $127,000 for the $6 sey Insurance Department now has market in recent months

million in coverage, compared with the $26,682 it paid for the $10 a 3-0 record in legal skirmishes But the coverage may not suit clients' needs or may be too expen-

million in coverage, says Business Manager Robert Larsen with insurers over its regulations sive And underwriters are being very selective about the risks they
that limit insurers' rights to cancel decide to take

UNR settles with two insurers or not renew many property/casu- The new participants, all with the reinsurance to back them up,
alty insurance policies are Trade Indemnity PLC, Britain's lead credit insurer, PanFinan-

CHICAGO-Asbestos defendant UNR Industries Inc has settled a In the most recent test, a three- cial Insurance Co Ltd in London, and Trade Credit Underwriters

lawsuit over asbestos coverage with two insurers for $11 6 million Judge panel from the Appellate Di- Agency Inc in New York

The Chicago-based company, which filed for Chapter 11 protec-
vision of the state Superior Court Competition is so heated, in fact, that Trade Indemnity last month

tion in 1982, said Commercial Union Insurance Co and affiliate last week unanimousl> ruled that gave presentations to insurance brokers to generate new business,

Falcon Insurance Co agreed to pay the money when UNR reorga- the department's regulations were sources say

nizes or no later than April 1,1988 The settlement is subject to the
valid Only last May, political risk insurers were concerned that the lack

44We are very happy about it It's of reinsurance support would significantly reduce their capacity,
approval of the bankruptcy court

UNR filed suit in 1983 in federal court against about a dozen pri-
a pretty strong opinion," said Insur- both in the United States and London (BI, May 27, 1985)

mary and excess insurers, including Commercial Union and Falton,
ance Commissioner Hazel Frank But, although there has been a reduction in reinsurance capacity,

alleging they conspired to fix prices, boycott and intimidate policy-
Gluck "there is no capacity shortage," says Michael Eve, managing director

holders and deny coverage, ultimately forcing UNR into
The Feb 3 court decision is the of BankAmerica Insurance Brokers Ltd in London, a division of

bankruptcy (BI, Sept 26, 1983)
third time state judges upheld the BankAmerica Corp and a political risk specialist

A trial date is expected to be set soon UNR attorney Philip Heller
Insurance Department's controver- "A lot of underwriters like to blame the lack of capacity for not

said settlement discussions continue with other insurers sial regulations, which were writing certain deals, but they should call the deals unsuitable rather
adopted on an emergency basis in than say there is a capacity shortage," says Robert E Svensk, chair-

Fee limit sought in Manville
September and made permanent man and president of TCU
one month later The regulations .If there lS a good deal, you can usually find the capacity to sup-
were later revised, and some port it," he says

NEW YORK-Manville Corp shareholders are seeking to limit
contingent fees plaintiffs' attorneys may receive as a result of a amendments are still pending (BI, Political risk is a generic term used for several specific types of

proposed $2 5 billion to $3 billion settlement with asbestos victims Oct 7,1985, Nov 18,1985) coverage that protect a company from loss of assets or goods due to

Attorneys for the shareholders committee in Manville's reorgani-
Two courts in November denied political strife

zation recently filed papers with the U S Bankruptcy Court in New insurers' request for relief from the The most-often-requested political risk coverage is contract frus-
rules (BI, Nov 11, 1985) tration insurance, which covers losses due to the cancellation or re-

York asking the court to fix "reasonable" compensation for plain-
tiffs' attorneys Some estimate plaintiffs' attorneys may get as much

The regulations "were designed Continued on page 26

as $1 billion from the settlement
Continued on page 25 

The motion says the committee has a "vital interest" in the issue
since "this drain on the estate directly dilutes equity " Plaintiffs'
attorneys deny they will get $1 billion and have said voluntary pro- Tort reform on the docket at RIMS
cedures may be adopted to limit fees (BI, Dec 16, 1985)

Manville is also expected to file its consensual reorganization plan
and supporting documents to the bankruptcy court this Friday By JOANNE WOJCIK O'HARE Mr Esenberg 15 coordinating the general session a

this year's RIMS conference

Are the U S and Canadian civil Justice systems, in The session, moderated by RIMS President P Rich

index fact. civil and Jusf ard Hackenburg, staff vp and assistant treasurer of Al
That's the question the gen- legheny International Inc ir

eral session of the Risk & Insur- Pittsburgh, will feature a pane

ance Management Society Con- of experts who will examin,
A.R.M exercises 20 Ticker 31 ference will explore on April problems inherent in the civi
Around the states 17 Vol 20, No 6-Business Insur- 16 REActl foR<*5 justice system from differen

Ask a risk manager 19 ance (ISSN 0007-6864) is published The 24th annual RIMS con- points of view

Benefit beat 10 weekly at 740 Rush St, Chicago, ference will be held April 13-18 The panelists will recom
Classifieds 28 Ill 60611 Second-class postage is in Toronto mend appropriate changes anc
Datebook 22 paid at Chicago, Ill, and at addi- Conference registrants also Soc,efXinG. suggest methods to implemen

Insurance services guide 30 tional mailing offices Postmaster will be able to see both the U S them, Mr Esenberg said
Letters 8 Send address changes to Business and Canadian court systems in Franklin Nutter, president o
London line 16 Insurance, Circulation Depart- action during two simulated trials of product liability the Alliance of American Insurers, will discuss the cur
Markets 12 ment, 965 E Jefferson Ave, De- lawsuits rent state of the civil Justice system from an insurer
Opinions 8 troit, Mich, 48207, 313-446-1611 "We want our members to hear firsthand what the point of view
Perspectives 19 Copyright 1986 by Crain Commu- real positions are of the insurance industry, of the trial He will probe the questions, "Are we insurable unde
Speaking out 19 nications Inc lawyers, of the defense attorneys" toward tort reform, the present tort system?" and "What changes, if any

said Robert Esenberg, risk management administrator are needed'>" said Mr Esenberg
for the city of Virginia Beach, Va Continued on page 1
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Reagan budget would shift health costs
By JERRY GEISEL care costs For example, an employer with Mazo predicts Thus, as Medicare pays less, the employer

10,000 retirees would see its annual Part B Some experts believe that some employers automatically has to pay more
WASHINGTON-Some employers will premium costs shoot up to $3 72 million from will decide to eliminate picking up the Part B The administration also proposes that

have to pick up more health care costs for $1 86 millioo in fiscal 1987 premium for future retirees rather than face Medicare coverage for retirees
their retired workers if the Reagan adminis- The impact of the proposal would vary the prospect of paying substantially higher would not begin until the first full month
tration gets its way widely For example, of employers that offer premiums after a beneficiary turned 65

In its proposed budget for fiscal 1987 sub- post-retrement health care benefits, between But employers might be reluctant to reduce Under current law, retirees are eligible for
mitted to Congress last week, the administra- 15% to 20% pick up the Part B premium for or eliminate payment of Part B premiums for Medicare on the first day of the month in
tion recommended that retirees and employ- reti red salaried current retirees because of recent court deci- which they turn 65

.ers pay for a greater share of Medicare costs employees, esti- sions that have barred companies from mak- For example, a retiree who turns 65 on
now paid by general revenues mates F ra n k ing unilateral cuts in their post-retirement July 15 now is covered under Medicare start-

Under current law, the Medicare Part B ¢44 MeArdle, director healthcare programs, some say ing on July 1 Under the administration's
premium, which covers physician bills, is of education and "Employers are quite skittish about mak- proposal, Medicare coverage would not begin
supposed to pay for 25% of that program's Budget communications at ing any post-retirement health care until Aug 1
costs The administration is proposing that the Employee changes," a consultant noted Last year, when it unveiled a similar pro-
the Part B premium, which is currently of the Benefit Research Other Reagan administration Medicare posal, the administration said the delay in
$15 50 a month, be raised so that it covers a United States Institute, a Wash- proposals also would shift more health care Medicare eligibility would not hurt many in-
much greater percentage of the program's
costs

Government ington-based bene- costs to employers dividuals since most employer provided
fits think-tank For example, the administration is recom- plans automatically extend benefits until

Where retirees pay the premium, the pre- But among mul- mending lifting in 1987 the annual Part B Medicare coverage begins
mium would be gradually raised over the tiemployer health Medicare deductible to $100 from $75 After The administration is repeating its support
next several years so that by 1991 it would plans offering post-retirement health bene- 1987, the deductible would be mdexed to rise for a proposal in a pending budget bill to require
cover 35% of the program's cost fits, the vast majority pay the Part B pre- in tandem with increases in the medical care employers to offer workers and their spouses

But, where third parties, such as employers mium, said Judith Mazo, vp and director of component of the Consumer Price Index age 70 and older the opportunity to enroll in
'and multiemployer health plans, pay the re- research at New York-based benefit consul- Raising the deductible would affect em- their group health care program in lieu of Medi-
rees' premium, the premium would be tant Martin E Segal Co ployers whose post-retirement health pro- care for their primary health care coverage
lacked up next year so that it would cover Changing the basis for setting the Part B grams are coordinated with Medicare Under Currently, the choice of opting for the em-
50% of the program's cost Medicare premium would require congres- some arrangements, the employer plan auto- ployer health care plan over Medicare for pri-

Employers with big retiree populations sional approval Such a change "will be con- matically picks up health care costs not cov- mary coverage only has to be extended to
would experience large increases in health troversial and will generate opposition," Ms ered by Medicare Continued on page 29

Searle says it has cover
Y .

L

for its discontinued IUDs -

-

.

t

By STEPHEN TARNOFF f kij" -4 <** r
SKOKIE, Ill -Pharmaceutical giant G D Searle & Co, m the wake of

its decision to discontinue sales of its two popular intrauterine devices, says
.-

it has adequate insurance and reserves to cover any awards or settlements
However, the Skokie-based company is declining to reveal Just how 9 .. -r • .1, 11 1 1

much it has reserved or the limits of its hability insurance coverage 4

The company announced last week that it would no longer sell its CU-7, a 'fw /I

or "Copper 7," and TATUM-T intrauterine copper contraceptives in the
/...46

**

United States, blaming escalating product liability litigation costs and the '* I
inability to obtain product liability insurance for the IUDs
r Despite the action, Searle continues to express confidence in the IUDs'

..:..

"safety, efficacy and medical utility" when used in accordance with U S T

19. 7 :.

Food and Drug Administration prescribing information
The company also said that discontinuing sales of the IUDs will have no A 11.49/ 4.

material effect on earnings
1 -I- •-r

,

"Between insurance and reserves for potential losses, I think we've cov- ,

ered all the potential bases," said Paul Mornson, director of risk manage- ·' 0<L#' .--'ment for Searle, which is now a unit of St Louis-based Monsanto Co
Searle was unable to obtain liability coverage for ltS IUD products for t '.

J.t-,1986 forward, Mr Morrison explained However, the company does have
insurance for prior years

"We were not offered terms for coverage," Mr Morrison said "I think 4' '-6---/Pil#.> %
the general hability insurance crisis everyone is experiencing was cer- Photo AP/Wide World

tainly not a helpful factor in searching for coverage for IUD products " Liability insurance problems threaten Mardi Gras plans of the Zulu, shown in an earlier parade.
However, he said underwriters' decision to exclude IUDs has not hurt

Searle's ability to obtain coverage for other products it manufactures
Searle's decision to discontinue sales of the IUDs came approximately six

months after A H Robins Co, manufacturer of the Dalkon Shield IUD,
Continued on page 30

Mardi Gras
Hardening market puts Coverage problems rain on famous parade
county jailers in a bind By MICHAEL BRADFORD quirement could not be met, she said

"They wanted $1 million, but no one would write
NEW ORLEANS-Even New Orleans' Mardi it," said Ms Gettys "The (krewe) captains went be-

By ROBERT A. FINLAYSON Gras, one of the most famous pre-Lenten festivals of fore the council and convinced them to drop it back
fantasy, is being hit by the realities of the tight ha- down to a half-million," she said "

BENTON, Mo -When the Scott County Sheriff's Department's law en- bility insurance market Facing the loss of millions of dollars in revenue
forcement liability insurance was canceled last November, Sheriff William A week before Fat Tuesday, at least one krewe, or that the carnival annually generates for New Or-
Ferrell closed the county Jail and sent 43 prisoners packing to other county March Gras parading organization, was still scram- leans, the City Council decided to reinstate the old
lockups in the state bling for the $500,000 in liability coverage that is liability insurance requirement, Ms Gettys ex-

The Jail closing proved only temporary, however, when later that same required by city officials plained
month sheriffs in Missouri agreed to form a self-insurance pool, which If no coverage is in place by tomorrow, members "Once they found out no one was going to write $1
began issuing policies Jan 1 of Zulu will be watching the festivities from the million, it was either go back down or call off Mardi
9 But Sheriff Ferrell's action is symptomatic of the insurance problems sidelines Gras We were all worried," she said
tocal law enforcement officials now face-particularly those operating The rest of the krewes have found liability cover- Almost all the krewes managed to find the
Bils age, but they have had to pay more than twice as $500,000 in coverage, officials said. But, last week,
' Only a few years ago, law enforcement coverage for local peace officers much for about half the limits the krewe of Zulu was still looking for coverage for
was plentiful, with 30 to 40 insurers offering the coverage First-dollar And, for a while, it looked as if the liability insur- its coconut-tossing troops
:overage was common, and premiums were relatively cheap ance crisis, coupled with New Orleans City Council The Zulu parade is one of the most popular,

Now, only two insurers-Imperial Casualty and Indemnity and National action, might turn the colorful parades into a Jazz mainly because of the unique souvenirs that have
Casualty Co -remain as major players in this market, according to brokers funeral become the krewe's trademark All the krewes
and law enforcement market, although a few small companies are offering Orleans and three other area parishes, or counties, throw beads and doubloons, but Zulu is known for
limited amounts of coverage always required at least $500,000 in liability cover- chucking coconuts.

County sheriffs who manage to get coverage say they are being forced to age for parading krewes, according to Dorothy And, it is those gold-painted souvenirs that are
accept substantial deductibles, sometimes as high as $50,000 per occurrence, Gettys, an underwriter with Gettys Insurance causing Zulu's insurance blues.
While premiums have Jumped as much as 300% Agency in New Orleans, which places coverage for Ms Gettys explained that most krewes have had

But many other county sheriff departments either can't afford coverage about 50 krewes few, if any claims, during recent Mardi Gras cele-
)r can't buy it at any price Then last year, Ms Gettys explained, the New Or- brations But Zulu generates 15 to 20 claims each

The National Sheriff's Assn m Washington, DC, says it has been unable leans City Council passed an ordinance requiring year from revelers who have been beaned by the
o find hability insurance for about a third of the more than 2,000 sheriff's krewes to carry at least $1 million in liability cover- husky palm nuts, she said
iepartments for which it once helped find law enforcement coverage age for parades m the city According to Ms Getty, National Union Fire In-

Insurers and law enforcement officials contend much of the problem However, it soon became apparent that that re- Continued on page 30
Continued on page 30
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ForTedays ...
and Tomorrows ... Risks 1

.Computer Losses. Pollution Liability. Product Recall.
Business Interruption Losses. Product Liability. Terror-
ism. These are just a few of today's risks your business
faces. Tomorrow, you can fully expect the emergence of
new threats to finaneial security. Tomorrow, even more,
you will need Independent Insurance Agents to provide
crucial risk management advice.

Why?
• Because Independent Agents identify and find

ways to protect against today's and tomorrow's
risks.

• Because at least one of the many companies
they represent will offer the precise coverage
to fit your needs in the most cost-efficient way.
Cost containment literally begins and ends with
Independent Agents.

• Because with the advice of your Independent
Agent you ean eliminate costly overlaps and
close gaps in protection.

• Because an Independent Agent can recommend
creative programs that utilize traditional
insurance, self-insurance, co-insurance, cap
tives, or a combination that best suits the
special needs of your business.

Because your Independent Agent represents
you and secures a fast, fair settlement when a
loss occurs.

That's why todav 7 out of 8 commercial insurance
policies are written by Independent Agents. That's why
more businesses are :urning to Independent Agents for
assets protection.

That's why Independent Agents pmvide more cover-
age for more individuals, by far, than any other delivery
system in the world.

The Independent Agency System represents hun-
dreds of the strongest, oldest, most reliable insurance
companies in the country. So, no matter how big or
small your needs, you should consult an Independent
Insurance Agent. Helping you manage risks as you grow
is their only business.

For professional counsel and in-
depth risk management techniques -----0.

rsonal rds_ssseyour C MY 1
Independent Insurance Agent i YouR j Independent 1

identified by this symbol. \ SutunceAGENT /
 SeRVES VOI FIRST /

independent insurance Agents ofAmerica
INCORPORATED

100 Church Street, New York, NY 10007
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$18,125,000

$395,000

Amro Bank

(Geneva, Switzerland)
For account of

Phoenix

Commissions to
U.K. bank accounts of:

1. W.G. Hill

2. Hill Leonard

Marine Ltd.

3. Bilou

Chart: Amy Palmer

Occidental cover
Continued from page 1 e
lion.

Occidental had worldwide prop-
erty coverage of up to $500 million
on certain exposures written by
Lloyd's of London and other Brit-
ish and U.S. insurers. The remain-

der of this coverage is not in dis-
pute.

The aggregate st6p-loss reinsur-
ance for Piper was originally to
have been placed directly with the
Insurance Exchange of the
Americas in Miami through Coun-
tach Intermediaries Ltd. in New

York.

However, this coverage was
eventually placed with Phoenix.
Although Phoenix was then to
have retroceded the business to the

Miami exchange, IEA President
Arturo Toro confirms the retroces-

sion was never placed with the ex-
change.

Countach's reinsurance interme-

diary license expired last August,
and the company's New York
phone number has since been dis-
connected. Countach Executive Vp
Gary I. Hoskie, reached at his home
in Levittown, N.Y., referred ques-
tions to Mr. Hubscher, who de-
clined comment. Two other Coun-

tach employees involved in the Oc-
cidental placement could not be
reached.

Reinsurance for the $9 million
excess of $1 million per-occurrence
layer was placed with Phoenix
through three British brokers:
Bijou Insurance Services, based in
the London suburb of Warlingham
and designated as BMF's British
consultant; Hill Leonard Marine
Ltd., based in Chelmsford; and
W.G. Hill & Son (Insurance) Ltd., a

London-based Lloyd's broker that
acted as a fronting broker for Hill
Leonard.

David A.V. Carter, a director of

W.G. Hill, said his company had
acted as Hill Leonard's fronting
broker on previous placements at
Lloyd's. W.G. Hill became involved
in the Occidental placement be-
cause the deal required "the
strength of someone larger than
Hill Leonard," he said.

BMF's attempts to place the Ocei-
dental program began in late 1984.
By the first week of January 1985,
the $9 million excess layer had
been bound with Phoenix through
an underwriter named Gordon

Clark at an agency called Phoenix
of Switzerland in Vancouver, Brit-
ish Columbia.

The chain of brokers subse-

quently issued a series of cover
notes confirming this placement.

According to Mr. Carter, W.G
Hill issued a cover note on the ex·

cess layer to R. Ian MeGuire
Bijou's managing director, on Jan
2, after receiving assurances thal
Hill Leonard would issue a sup·
porting cover note to W.G. Hill
That cover note was received from

Continued on page t
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Many of our early policyholders were loggers and A

companies in the forest products industry.

13.6.3
This year, our country  «'65 c..2 Insurance. On the very day th have been loyal to us.

celebrates the 75th l first constitutionally-approved Over the years we've learned
anniversary of work- t·.

f. workers compensation law , a lot of ways to help companies
ers compensation. / 21 went into effect, We went into protect their human, physical
This landmark business. and financial assets. But we're

4' r-J

legislation is Our Polkyholder Number One especially proud of pioneering
still America's only social is still a Wausau customer. workers compensation
insurance program d#ecfto Because back in 1911 we laid the insurance.

the single purpose ofputtingjob- foundation of our reputation - And we've also learned that

disabled employees backto work providing exceptional servke. one of the most valuable assets

And this year also marks the We've built on that reputation we protect is our own reputa-
diamondjubilee of Wausau for 75 years and policyholders tion for service.

WAUSAU WORKS

8,/-9 ri#t WAUSAU
9*r·U#_ INSURANCE

- NES® WausauW,sconsin54401
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Occidental cover
Continued from page 4
Hill Leonard on Feb. 7.

Meanwhile, BMF had received
the W.G. Hill cover note and a

cover note from Countach on the

placement of the aggregate stop-
loss reinsurance with the Miami

exchange. BMF then sent its own
cover note for both layers to Occi-
dental on Jan. 4.

All of the cover notes for the $9
million excess layer showed Piper's
reinsurer as "Phoenix Insurance

CO."

The reinsurance purportedly
covered a three-year period start-
ing Dec. 31, 1984, and required up-
front premium payments of $3 mil-
lion for the aggregate stop-loss
layer and $19.5 million for the $9
million per-occurrence excess
layer.

The cover notes specified that
premiums were to be paid within
45 days after inception of the cov-
erage.

On Feb. 5, 1985, Bijou's Mr.
MeGuire sent a telex to Michael

Vizio, a BMF vp, passing on
instructions from Countach and

Hill Leonard on where the Occi-

dental premiums should be wired.
The telex instructed that:

• Net premiums of $2.85 million
after BMF's commission on the $1
million aggregate stop-loss layer
should be wired through Chase
Manhattan Bank in New York to

Israel Discount Bank in New York
for the account of Countach Inter-
Inediaries.

• Net premiums of $18.525 mil-
lion after BMF's commission on the

$9 million excess layer should be
wired through Chase to Capital
Bank in Oakland Park, Fla., for the
account of Hill Leonard Marine

Inc. (see chart, page 4).
Hill Leonard Marine Inc. was a

Florida corporation formed in De-
cember 1984 by Philip H. Leonard,
managing director of Hill Leonard
Ltd., and Richard L. Fast, a Fort
Lauderdale insurance agent.

In an interview, Mr. Fast-listed

in incorporation papers as presi-
dent of Hill Leonard Marine Inc.-

said he helped set up the Florida
company and that he opened its ac-
count at Capital Bank with $100.

Mr. Fast said he was not involved

in the Occidental placement.
"I had no part of that deal. That

would have been way over my
head," Mr. Fast said.

He confirmed, though, that more
than $18 million in Occidental pre-
miums arrived in Hill Leonard's

Capital Bank account. He also con-
firmed that he received telexed

instructions from Mr. Leonard to

authorize the bank to wire $18.125
million of the money through
Chase in New York to Amro Bank

in Geneva, Switzerland, for the ac-
count of Phoenix.

The remaining $400,000 repre-
sented commissions of $100,000 to
W.G. Hill, $100,000 to Bijou and
$200,000 to Hill Leonard Marine

Ltd. All of this money-with the
exception of a $5,000 fee that was
retained in the Florida account-

was later wired to the British bank

accounts of the three brokers.

Mr. Fast said he was surprised by
the amount of money suddenly ap-
pearing in Hill Leonard Marine's
account at Capital Bank.

"It was a $100 account, and the
next thing you know, there's $18
million going through there," he
said.

He also said Mr. Leonard had

told him to instruct Capital Bank
that a Mr. Davis of BMF would be

checking on the transfer.
But Mr. Johnson, BMF's lawyer,

says that there was no one named
Davis at BMF who would have

been involved in the Occidental

program.

Philip Willis, a former Capital
Bank officer who handled the Hill

Leonard account and who recently
left the bank, said that he could not
remember if a Mr. Davis ever

called on the transaction.

Occidental and BMF are still try-
ing to learn what happeK:ed to the
premiums after they passed
through Israel. Discount Bank and
Amro, the Swiss Bank Mr. John-
son said the premiums wired to
Amro were withdrawn the same

day.
Pierre Baeriswil, an Amro offi-

cer, said he had refused to accept
the $18.125 million as a deposit and
had asked : Geneva lawyer repre-
senting Phoenix to remove the
money as scon as it was wired.

"I said to the client, 'You have to
take out this amount as Boon as it

comes,"' Mr. Baeriswil said, ex-
plaining that the sum was too large
to accept as a deposit.

Mr. Eaer,swil would not identify
the Geneva lawyer rel:resenting
Phoenix cr the name of tne bank to

which the money was transferred.
Officials at BMF, W.G. Hill and

Hill Leonard all say that, as the
premiums were transferred and for
several months thereafter, they be-
lieved that Occidental's reinsur-

ance had been placed with Phoenix
Assurance, a unit of Sun Alliance &
London Insurance P.L.C.

"The suggestion all along was
that it was the U.K. Phoenix," Mr.
Carter said, though he added that
no one had ever told him so specifi-
cally.

Mr. Leonard, responding to ques-
tions telexed to his lawyer, Howard
Barrington-Clark, said he was as-
sured by Mr. MeGuire of Bijou and
Gordon Clark, the Vancouver un-
derwriter, that the Sun Alliance
unit was on the risk.

A reporter who called Mr.
McGuire's home in Warlingham
was told by Mr. MeGuire's wife
that he did not wish to discuss Occi-
dental.

Repeated attempts to reach Mr.
Clark were unsuccessful. The

phone at Phoenix of Switzerland,
Mr. Clark's Vancouver agency, has
been answered by a variety of re-
corded messages since last year.
The phone has since been discon-
nected.

Two former BMF officials who

were fired following the Occidental
placement-Executive Vp William
A. Baxter and Senior Vp Russell
Larsen-also declined to comment

for this story.
In an interview last year, how-

ever, Mr. Baxter said BMF had
been assured by W.G. Hill that the
coverage was placed with Phoenix
Assurance.

BMF's lawyer, Mr. Johnson, con-
firmed that BMF added "Phoenix

Assurance Co." over the signature
of Gordon Clark on manuscript
policy forms for the aggregate and
excess coverage. Mr. Johnson said
this was done on Mr. MeGuire's au-

thority.
Which of the brokers was ac-

tually responsible for placing the $9
million layer with Phoenix Insur-
ance Co. is a matter of dispute.

Mr. Barrington-Clark said that
Mr. Leonard had "absolutely"
nothing to do with the placement of
the Occidental business with Gor-

don Clark, though he said that Mr.

Leonard had previously atternfted
to place accident and health busi -
ness with Mr. Clark.

"His contact with Clark (on the
Occidental placement) came only
after the cover note was issued and

the business done. ' Mr. Barring-
ton-Clark said.

Mr. Leonard was first conzacted

regarding Occidental in early :an-
uary by Mr. McGuire, who told him
that he "could get in on it and to
stand by," Mr. Barrington-Clari
said.

Mr. Leonard then heard ncthing
more and thought he had been 'cut
out of the deal" until he received a
telex from Gordon Clark lacer in

January saying that Mr. Clark was
"glad to be doinE business" with
him, Mr. Barrington-Clark said. Ey
this time, W.G. Hill had already i:-
sued its cover note, Mr. Barrington-
Clark said.

"We believe the chain Fa: al-

ready established and Leonard was
added as a separate link," Mr. Bar-

Continued on facilig page

HOW UAC BACKS UPTHi
BEFORE THE CLAIMS GEl

The Claims Backer SM UACs on kne computer sfstem
puts accurate timely claims handling reports nght at
your fingertips

Claims that get backed up in handling prose-
dures are usually the ones that end up costing
you an arm and a leg. At UAC we've devel-
oped an on-line computer system that cuts
through the red tape and delay

Now reports from the scene are fed
directly into our computerized system. This
information is immediately accessible to UAC
management, supervisors and to you.
Result: faster access to data, better control,

...

reduced paper handling and mproved
productivity.

Called The Claims Backer,SM this iew

system gives you the information you need to
manage your claims more effectively at edery
step. For example, because you have aczess
to more accurate information, reserves can be
set more precisely in some cases freeing up
funds that might otherwise remain tied JP.

The UAC team of adjusters, specialists



Continued from facing page
rington-Clark said.

W.G. Hill's Mr. Carter, however,
said that this version of events was
"as incorrect as you could get."

Mr. Carter denied that W.G. Hill

had any part in the actual place-
ment of Occidental's coverage with
Phoenix and added that Mr. Leon-

ard had told him that Mr. McGuire
had no part in it either.

When Mr. Leonard first ap-
proached him to act as fronting
broker on the excess portion of the
Occidental risk, Mr. Carter said he
told Mr. Leonard that W.G. Hill
would not take the business if Mr.
MeGuire "had anything to do with"
placing the reinsurance.

"Leonard assured me absolutely,
categorically that McGuire had ab-
solutely nothing to do with the
placement of that bloody insur-
ance," said Mr. Carter.

Mr. Carter also said he had pre-
viously dealt with Gordon Clark on
other business.

Whether or not Hill Leonard was

directly involved in placing the $9
million excess layer with Phoenix
through Gordon Clark, it ap-
parently was involved in placing
the $1 million aggtegate layer that
originally was intended to go to the
Miami exchange, according to
Tony Harris, BMF's general coun-
sel.

In a March 20, 1985, telex to Van-
couver, Mr. Leonard asked Mr.
Clark if he would be able to accept
the $1 million aggregate layer with
the Miami exchange acting as
Phoenix's reinsurer, according to
Mr. Harris.

Mr. Clark responded by telex the
same day that Phoenix would ac-
cept the risk and that he would
work out the details with David

Skoller, secretary/treasurer at
Countach in New York, Mr. Harris
says.

Occidental apparently had no in-
dication for several months thar

there was any problem with Piper s
reinsurance.

On April 3, 1985, BMF's Mr. Lar-

RISK MANAGER
BACKED UP.

id supervisors has been helping risk man-
jers for over 65 years. Now the team is
Auipped to do even more.

For more complete information about
Jr new capabilities, contact: Marketing Vice
resident, Underwriters Adjusting Compan*
Corporate Place South, Piscataway, NJ 08854.
r call 201-981-8200.

son informed Occidental in a letter
that because of delays in lining up
coverage with the Miami exchange,
the aggregate stop-loss layer had
also been placed with Phoenix, ac-
cording to Mr. Johnson, BMF's at-
torney.

Ten weeks later, in mid-June,
Occidental received a phone call
from an FBI agent warning that
the coverage written by Phoenix
might be fraudulent, Mr. Johnson
said.

At about the same time, Mr.
Leonard at Hill Leonard sent a
telex to Robert Bolderson, a busi-
ness acquaintance at Ocean State
Insurance Group in Newport, R.I.,
asking him to make "confidential
enquiries" about Mr. Clark and
Phoenix of Switzerland through
contacts in Canada.

Mr. Bolderson, who confirmed
he received the telex, said he
wasn't able to furnish Mr. Leonard
with any information.

Mr. Johnson said that by the end
of July, Mr. Baxter, the BMF exec-

URD®
THE TEAM WORKS

utive vp who was later fired, was
meeting in London with Mr.
Hubscher, who had stepped
forward as a representative of
Phoenix Insurance Co.'s unnamed
reinsurers.

Occidental filed its lawsuit
against BMF on Aug. 9, charging
negligence and breach of contract
and asking for at least $22.5 million
in compensatory damages and $100
million in punitive damages.

Occidental's complaint was
amended in October to add a
charge of fraud and to increase the
compensatory damage claim to at
least $50 million.

The compensatory claim was in-
creased to include not only the
$22.5 million premium Occidental
paid but also the cost of replace-
ment coverage, potential uninsured
claims and legal costs.

BMF is awaiting a court hearing
on a motion to strike certain ele-
ments of the complaint and is not
expected to file an answer until the
motion is decided.

Sources say that BMF has ap-
proximately $50 million in applica-
ble errors and omissions coverage
with several insurers, including
Employers of Wausau.

E&O insurers for W.G. Hill,
which voluntarily suspended doing
business at Lloyd's last year-have
already denied the broker's claim
under a policy exclusion covering
all Hill Leonard business, accord-
ing to Mr. Carter. W.G. Hill has
since sold its client portfolio and is
essentially out of business, Mr.
Carter said.

BMF is continuing to investigate
the placement, Mr. Johnson said.

Other investigations are being
conducted by the New York Insur-
ance Department's insurance
frauds bureau, in conjunction with
the office of the U.S. Attorney for
the Southern District of New York;
the FBI; and the city of London Po-
lice Department's fraud squad.

Representatives of each of these
agencies declined to comment on
their inquiries. .

Consultants

in Oregon
to be tested

By MEG FLETCHER

SALEM, Ore.-Insurance con-
sultants in Oregon will have their
first opportunity to take a newly
mandated licensing test in mid-
March.

However, the test date has not
been officially scheduled by state
officials, who are busy implement-
ing the risk management consul-
tants' licensing law, H.B. 3004,
which went into effect Jan. 1.

The law applies to persons who
charge a separate fee for giving ad-
vice on insurance matters, includ-
ing financial planners.

The law does not specify
whether a risk management con-
sulting firm or each individual con-
sultant must be licensed, according
to Joyce Meagher, supervisor of li-
censing and continuing education
for the Insurance Division of the
Oregon Department of Commerce.

Division officials are seeking the
advice of the state attorney gen-
eral's office in deciding whether li-
censes will be required for each
firm or each individual consultant,
she said.

Exempted from the law are at-
torneys, certified public accoun-
tants and bank trust officers, when
acting in those respective capaci-
ties, Ms. Meagher said.

In addition, "a licensed insurance
agent is not expected to obtain an
insurance consultant's license in
order to give advice about insur-
ance in the usual course of placing
a risk and earning a commission,"
according to a bulletin from the
state Insurance Division.

To be licensed, a consultant must
pass the examination, be at least 18
years old and provide proof of resi-
dency in Oregon or in a state with a
law similar to Oregon's, Ms.
Meagher explained.

Although Ms. Meagher said she
does not know of states with simi-

lar licensing laws, a consultant li-
censed in anotherstate could be
granted reciprocity if he submitted
a copy of his state's law and Oregon
insurance officials found it accept-
able.

Currently, about 27 other states
have laws requiring insurance and
or risk management consultants to
be licensed.

An Oregon consultant must also
provide proof that he has five years
of experience in the insurance field
and has secured $1 million in errors
and omissions coverage under-
written by an insurer authorized to
do business in Oregon.

The consultant must also post a
$5,000 bond and pay an as-yet un-
determined application fee. There
is no renewal fee. .
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opinions . business
First things first msurance®

Reporting weekly for corporate risk,
employee benefit and financial executives

Thiscussion of privatizing the Pension Benefit Guar- could dump their plans on the PBGC and walk away
Publisher Alfred Maleck, (New York)

1-,Panty Corp insurance program should be put on the from their pension promises, as can be the case now
back burner until Congress completes action on a more They would be responsible for paying a much greater Editor Kathryn J. Mcintyre,ARM (Chicago)
urgent task shoring up the agency's financial base share of the benefits Deputy Editor: Mark S Rosati (Ch,cago)

The PBGC is currently on the road to insolvency; its If these reforms were enacted, the PBGC insurance Managing Editon James M Burcke (Ch,cago)
termination insurance program has a $1 3 billion defi- program would much more closely resemble what it iS Assistant Managing Editor: Dave Lenckus (Ch,cago)

CHICAGO: Alison Kittrell (Copy Editor)
cit Unless revenues are increased, the PBGC will be supposed to be-a last-resort guarantor of pension ben-

Joanne Wolcik O'Hare (Assistant Copy Ed,tor)
unable to guarantee benefits to participants in termin- efits-rather than a system in which healthy employ- Carol Cain (Assoctate Ed,tor)

ated pension plans the agency has taken over. ers subsidize the benefits of companies no longer will- Meg Fletcher (Assoaate Ed,too

That would be a social catastrophe that Congress ing to honor their promises Stephen Tamoff (Associate Editor)

Linda J Collins (Agent/Broker Topescannot allow to happen Public support for employer- Once these reforms are enacted, and only then,
sponsored pension plans would plummet without a should discussion begin on long-term alternatives to

Associate Editor)

Donna D,Blase (Staff Reporter)
program to guarantee payment of benefits when com- the PBGC insurance program Manlou Jones (Directory Editor)
panies can't meet their obligations One alternative that we like is allowing the PBGC to Holly E Segu,ne (Graphics Ed,tor)

A budget reconciliation bill now pending in Congress charge so-called risk-related premiums Under that Amy Palmer (Graphic Artist)
Paul Winston (Proofreader)would prevent such a disaster by boosting the termina- concept, premiums would be based on the financial

tion insurance premiums the PBGC charges employers condition of a company's pension plan.
Cal, Sangalis (Ass,stant to the Ed,tor)

with defined benefit plans to $8 50 per plan participant If the PBGC were allowed to charge risk-related pre- DALLAS: Michael Bradford (Assoaate Editor)

frorn $2 60 miums, employers would have a financial incentive to LONDON: Stacy Shapiro (London Ed,tor)

So the PBGC does not keep coming back to Congress improve the funding of their pension programs LOS ANGELES: Robert A Finlayson (Bureau ChieO
Steve Taravella (Associate Editor)

for additional premium hikes, the legislation would Reagan administration officials, as we reported re-
NEW YORK: Douglas McLeod (Bureau Ch,e/)

close many loopholes in current law that allow employ- cently, also are interested in allowing commercial in- Judy Greenwald (Assoctate Editor)
ers to shift underfunded plans onto the PBGC at a rela- surers to provide termination insurance coverage WASHINGTON: Jerry Ge,sel (Wash,ngton Ed,tor)
tively low cost They believe having private industry provide coverage Corporate: H L Stevenson (Corporate Editor)

For example, most employers would have to fully would be more efficient than a monopoly program
Adverbsing Director Donald A Walsh (New York)

fund their benefit promises before they could termi- Privatization may have merit, but it certainly needs
Midwest Sales Manager. Robert L Niesse (Chicago)

nate pension plans more study Among other things, it isn't clear whether
CHICAGO: Deborah D Neale (Distnct Manager)

And, companies in financial difficulty no longer insurers would write the needed coverages. Beverly J Kluxdal (District Manager/

letters Classified Sales)

Fran Pryby\o (Production Manager)

LOS ANGELES: Michael J Sharpe (D,stnct Manager)

Minimum premium plans don't limit employer liability NEW YORK: Charles A Horvath (D,stnct Manager)

Jack Forrest (Distnct Manager)

To the editor May I take issue with a more than the additional $18 million year, is exactly the same as under a con- Martin J Ross (D,stnct Manager)

statement in your otherwise excellent ar- That is the insurance aspect of minimum ventionally funded plan, and in fact the Courtney Bauer (D,stnct Manager)
ticle concerning self-funding health ben- premium plans " statement has frequently been made that
efits in the Jan 27 issue Unfortunately, under most minimum the "risk position" of both the employer Director of Communications: Ronnie I Drachman

In your discussion of minimum pre- premium arrangments, the statement is and the insurer are precisely the same (New York)

mium plans, you give an example where incorrect under conventional funding and mini- EDITORIAL: Chicago 312-649-5398
an employer with a conventional insur- Claims exceeding the $18 million liabil- mum premium arrangements
ance premium of $2 million would pay a ity limit would result in a deficit and an This a a frequently misunderstood

Dallas. 214-363-1066

$200,000 minimum premium, leaving the obligation on the part of the employer to point about minimum premium arrange- London 014044228

balance of $18 million to pay claims So the insurer in future years to the extent ments Los Angeles 213-651-3710

far, so good the deficit is not recoverable from other Marshall P. Stuart New York 212-210-0100

The problem lies in your statement sources of surplus Senior Vp Washington 202-662-7200
"However, no matter how high claims go, The possibility of a deficit, which is Alexander & Alexander of California Inc ADVERTISING: New York 212-210-0133
the employer will not owe the insurer generally carried forward to the next San Francisco

Chicago 312-649-5276

Middle class also hurt One more 'no' vote for claims-made policy Los Angeles 213-651-3710

COMMUNICATIONS: New York 212-210-0132

by pension plan limits To the editor The ongoing debate on ment for 50% of the modest premium then CIRCULATION: Detroit 313-446-6492

the claims-made commercial general lia- charged Our cost $7,000
To the editor Allow me to provide an- bility insurance form m your Letters col- If the same circumstances occurred on Published by Crain Communications Inc. Chicago

other perspective on the issue of qualified umn appears equally divided Our munic- our excess general liabil.ty coverage, the
G D CRAIN JR

Founder (1885-1973)
pension plan benefit and contribution ipal government will cast a no vote at our outcome would be very different Would

MRS. G.D CRAIN
limits 1986 renewal date we pay hundreds of thousands of dollars Chairman

I believe that low- and middle-paid em- It is true that this form has long been for the extended reporting period in addi- KEITH E. CRAIN

ployees would benefit in the aggregate if with us for directors and officers and pro- tion to the new insurer's premium? This Vice chairman

there were no limits, and that there fessional liability coverages Our equiva- would not be very attractive S.R. BERNSTEIN

should be no limits lent is the public officials liability policy Our answer Bank the premium and Chairman-executive committee

• Many employers set plan formulas so In 1985, our professional liability in- Issue tax-exempt bonds in the event of a RANCE CRAIN

that top-paid employees receive the limits surer ceased providing this coverage and catastrophic loss President

and other employees receive a pro rata the new insurer refused an acceptable ret- Daniel W. Ryan MARY KAY CRAIN

(scaled down) benefit When the Section roactive date It was a simple matter for Director of Finance Treasurer

415 limits are met at the top, no new plans us to buy the extended reporting endorse- Village of Skokie, Ill MERRILEE P. CRAIN

are added Secretary

• With no limit on non-qualified de- Why is industry fighting for 'inferior' product?
WILLIAM A. MORROW

ferred compensation plans, the limits do Senior Vp-operations

not affect top management at public cor- To the eddor Regarding John A Those of us who can will band together to Published weekly at 740 Rush St , Chicago. IN 60611, Telex 25-4248, Cable

porations and provide a rationale to limit Churilla's Jan 20 letter, if there is noth- pool our risk under modified occurrence
CRAINCOM Offices. 220 E 42nd St, New York, N Y 10017, Telex 604207

CRAIN COM NYK, 1 Northpark. East Suite 114,8950 N Central
benefits for others ing a claims-made policy can't do that an policies And, the courts will have their

Expressway, Dallas, Texas, 75231, Suite 814, National Press Building,
• The limits reduce total plan funding occurrence policy can, why is the insur- day with it Washington, DC 20045,6404 Wilshire Blvd, LoS Angeles, Calif 90048,

and, therefore, overall U S savings ance industry fighting so hard to get it ap- Lawrence J. Bell 20-22 Bedford Row, London WC1 R 4EB, England $1 50 a copy $60 a year

Those who feel that limits do not matter proved? Will the claims-made policy au- Assistant Vp-Risk Management in U S Canada and all other foreign add $16 for surface mail Europe and

since they affect only the rich do not un- tomatically give me an unlimited tail Revco D S Inc Middle East only add $45 for air delivery First-claas mailtoUSand Canada

derstand the limits without charge9 Or will I have to pay tri- Twinsburg, Ohio only, add $48 Bermuda only, $105 per year exped,ted delivery WIUIAM

STRONG. vp-circulation NICK CAVNAR, circulation manager JOHNRobert L. Williams ple the premium to get it?
Williams, Thacher & Rand What if I don't have a risk manager to Sorry, wrong number, HUFFMAN, fum#ment director Four weeks' not,ce required for change of

Baltimore mind the store9 What if I let the 60 days
address Send subscnption correspondence to Circulation Department,

Business Insurance, 965 E Jefferson Ave, Detroit, Mich, 48207, or phone
slide by° What if my agent forgets to re- administrator says 313-44&1611 Microfilm copies are available from University Microfilms, 300
mind mei Has he enough E&0 coverage, Zeeb Road. Ann Arbor, Mich 48013 Microfiche copies available Bell &Business Insurance wetcomes let-

ters from its readers Please keep There is no way to make a silk purse To the editor We submitted the wrong Howell, Micro Photo Division. Old Mansfield Road. Wooster, Ohio 44691

out of a sow's ear Even the industry peo- telephone number with our entry to the Portions of the editorial content of this issue are available for repnnt or
your comments as brzef as possible

ple can't agree on a form London doesn't directory of claims administrators in the reproduction in other media For information and rates to reproduce in
We reserve the right to edit letters general circulabon media, contact ART MERTZ, The Cran Syndicate, 740
for clarity oT space We witi not like the ISO form and, so far, has three of Jan 27 issue The correct telephone num-

its own St Paul and Trenwick have writ- ber is 212-997-5713 Rush St, Chicago. Ill 60611, 312-649-5303 For reprints or reprint

publish unszgned letters Send your permission contact Repnnt Department, Business Insurance, 220 E 42nd

comments to Letters to the Editor, ten their own forms already Where is the Robert P.J. Booher
St, New York, N Y 10017, 212-210·0229

Business Insurance, 740 N Rush St, concurrency between layersp Manager
It is an inferior product, and it won't Claims Management Services

Memberof Business

Chzcago, Ill 60611 Publications Auditof Circulation ARP
fly The insurance regulators plan to limit Marsh & MeLennan Inc

-  its use to only certain types of business New York



WN,li
£NVaH lillia
allisal(milr

mini £NmlaM
UNOIN AIM ZIOI„

,all,1 nOLOG
OHM„

3aialll AUN
mos mi 01

ON 109„

;Ailinall DNVanSNI
jill Nl 19NVID

V 10}mil„



r

10 / business insurance, February 10, 1986

Hughes requires new employees to join HMO
Following in the footsteps of

Lockheed Corp., Hughes Aircraft
Co. now requires all new employ-
ees at its Los Angeles facilities to
enroll in a health maintenance or-

ganization during the first year of
their employment.

Lockheed, based in nearby Bur-
bank, is believed to be the first
major employer to establish such a
policy (BI, Sept. 17, 1984).

Effective Jan. 1, all new Hughes
employees in the greater Los An-
geles area must enroll in one of
nine HMOs. Hughes Employee

L

benent beat

Benefits Manager Dick Smith
projects the move could save the
company $3 million to $5 million
after one year, depending on the
number of employees hired.

After their first year in an HMO,
employees may opt for enrollment
in the company's indemnity health
plan, but Mr. Smith predicts most
employees will remain in an HMO.

Previously, new employees were

given the choice of enrolling in an
HMO or in the company's self-in-
sured indemnity health plan,
which is administered by Aetna
Life & Casualty Co. in Orange,
Calif. Hughes pays about 14% less
per month per employee enrolling
in an HMO than it does per em-
ployee covered by its self-insured
program, Mr. Smith estimates.

Hughes pays the total HMO en-

t

rollment cost; the employee does
not contribute to the premium.

The number of Hughes employ-
ees enrolling in HMOs has in-
creased by about 10% in each of the
past several years, Mr. Smith said.

About 60,000 of Hughes' 75,000
U.S. employees are based in Los
Angeles. Mr. Smith says the new
provision does not apply to employ-
ees outside the Los Angeles area
because both the number of em-

ployees hired and the number of
available HMOs are too small to

make such a policy practical.

Crawford & Company
now offers overnight

updates to your claims
administration datab ase

Claims administration with value added...

overnight information to explore options
and keep track of claims progress.

The choice is yours. . . You can
analyze massive traditional monthly loss
runs using data which is obsolete before
you receive it. Or you step into the future
with PC-based interaction with Crawford's
mainframe with SISDAT+™.

Each night the Crawford mainframe
is fed the day's financial and data updates
as submitted by Crawford's nearly 550
claims offices in the U.S., Canada, and
Puerto Rico. Your reports reflect the latest
data available on your claims.

Through your PC, you may order
standard report modules which, for
example, allow you to analyze potential
retention levels or create customer loss

runs with single word commands. Oryou
can customize that report to isolate one
region's performance compared to the

I'd like to see exactly what you mean about
Crawford's "va/ue added" claims administration.

Send me the SISDAT+ booklet showing sample
reports and how they can be used.

Name

Title

Company

Address

City, State, Zip

Phone( )

1

1

rest of yourorganization, even on a"c/aims
made" basis if you wish. You can also
choose from other options, too numerous
to mention here.

How can you use the information?
Communicate better with top manage-
ment... analyze the potential cost benefit
for risk control and have the supporting
data right at hand... package yourclaims
experience to allow your broker and/or
underwriters to better understand yourreal
exposures.

Send today for the 64-page booklet
describing the SISDAT+ RMIS, supported
exclusively by the nationwide system of
Crawford & Companyclaims professionals.

Crawford & Company
5620 Glenridge Dr., N.E.
Atlanta, Georgia 30342

Better yet, give Barry LaFIeur a call at
(404) 256-0830. As Crawford's Vice Pres-
ident, Market Production, he'll respond to
qualified inquirers with our SISDAT+
information overnight.

Crawford
RISK MANAGEMENT SERVICES

CLAIMS SERVICES

By year-end 1986, Mr. Smith pre-
dicts more than 50% of Hughes' Los
Angeles employees will be enrolled
in an HMO.

In a separate 1986 benefit change,
Hughes is imposing a 50% reim-
bursement penalty against those
employees in its self-insured plan
who do not use hospitals belonging
to Hughes' Preferred Hospital Net-
work, Mr. Smith reports.

Employees must choose one of
the 50 hospitals in Los Angeles, San
Diego and Orange counties that
Hughes has determined to be cost-
conscious or forfeit 50% of their re-

imbursement for incurred hospital-
ization expenses. Employees who
use designated hospitals are reim-
bursed for 90% of their expenses.

A year ago, Hughes had only 13
hospitals on its preferred provider
roster.

Retirement incentives

Grand Rapids, Mich.-based
Booth Newspapers Inc. is using
cash bonuses to persuade 106 com-
posing room employees at its eight
newspapers in Michigan to retire
early, said Vp Roger Schoemaker.

The composing room employees
are eligible to receive a lump sum
of $14,000, plus $400 for each year
of service, plus full retirement ben-
efits from Booth's defined benefit

pension plan. Ordinarily, the plan
does not pay full benefits until a
worker reaches age 62.

In addition, eligible employees
will receive $10,000 for each year
until they reach 62, while employ-
ees between 62 and 65 will receive

$2,500 for each year until they
reach 65.

Employees can receive a maxi-
mum of $100,000 under the incen-
tive plan.

The incentives are intended to

cut the composing-room workforce,
which eventually will be replaced
by computer technology, Mr.
Schoemaker said.

Composing room employees at
six of the company's newspapers
are represented by the Interna-
tional Typographical Union Wol-
verine Local 535; employees at the
other two newspapers are repre-
sented by ITU Local 18.

Contracts negotiated by both
16cals guarantee employment for
members, but not necessarily in the
composing room.

Early retirement
Some 2,340 salaried employees at

St. Louis-based Monsanto Co. have

opted for early retirement under a
program offering cash incentives in
addition to full pension benefits.

Eligible employees were offered
an incentive ranging from 50% to
140% of base salary, a spokesman
said. About 62% of the 3,880 eligible
employees opted for the plan.

To be eligible, workers had to be
at least 50 years old, with a mini-
mum of 10 years of service with
Monsanto. In addition, employees'
age and years of service had to
equal a combined total of 70, the
spokesman said, noting that the
amount of each worker's incentive

was based on this total.

The spokesman said the early re-
tirement program was offered to
decrease Monsanto's salaried work-

force to better accommodate "a dif-

ferent business environment."

Under the early retirement pro-
gram, Monsanto also is providing a
"career center," said the spokes-
man. The center offers a job search
program for retirees who wish to
continue working, along with
counseling for retirees interested in
starting their own businesses.

.

Made any beneit changes ? Write
Donna DiBlase, Business Insurance,

740 N. Rush St., Chicago, Ill. 60611;
312-649-5393.
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CHICAGO: 740 RUSH STREET/IL 60611/(312) 649-5276
LOS ANGELES: 6404 WILSHIRE BOULEVARD/CA 90048/(213)651-3710

update

RISK MANAGEMENT SERVICES

issue Date: March 17

Ad Closing: March 4

Commercial insurance buyers turn to
an information-packed issue on risk
management services, featuring BI's
exclusive directory of leading risk
management consultants.

business
insurance

markets

Corroon & Black acquiring
Phoenix-based Olliver/Pilcher

Corroon & Black Corp., the na-
tion's sixth-largest insurance bro
kerage, has acquired 01-
liver/Pilcher Insurance Inc., a re-

gional brokerage based in Phoenix,
Ariz. in a stock exchange valued in
excess of $14 million

Olliver/Pilcher, which special-
izes in commercial lines, generated
gross revenues of about $11 million
in 1985, up 26% from 1984. Business
Insurance ranked Olliver/Pilcher

as the nation's 35th-largest bro-
kerage based on 1984 revenues of
$8.6 million

Corroon & Black had not yet re-
leased its 1985 results last week

C&B reported 1984 revenues of

Skandia Ameriea has a

eonimitment to reinsuranee

85 Years Experience. Skandia America Group's tradition for providing
sound reinsurance dates back to 1900. Today, in addition to our own strong
financial structure, we are backed by Skandia Group which has $7.3 billion
in assets. Result: Skandia is positioned to provide you with stability based
on financial integrity.

SKANDIA
AMERICA
GROUP

The resourceful reinsurer

280 Park Avenue · New York, N.Y. 10017

$199.1 million.

Corroon & Black says it acquired
Olliver/Pilcher to strengthen its
presence in the Arizona market
and in the Southwest.

"Olliver/Pilcher is the No. 1 bro-

ker in Arizona, and the acquisition
reflects our desire to be No. 1 in the
Southwest. . .We're committed to

expansion in the Southwest, which
we see as a high growth area in the
next few years," said Stephen
Crane, Corroon & Black's senior vp
and chief financial officer.

"We hope to augment this thrust
with other acquisitions in that area
in the future," he added.

Olliver/Pilcher will initially re-
tain its own name because of its

name recognition in the Arizona
market, said William W. "Wick"

Pilcher II, who will become presi-
dent of 011iver/Pilcher. He had

been vice chairman.

Mike Metzger, who had been
president of Olliver/Pilcher, will
become executive vp in charge of
sales and branch operations.

All other executives will retain

their current positions with 01-
liver/Pilcher, Mr. Pilcher said.

Corroon & Black's Phoenix of-

fice will operate independently
from Olliver/Pilcher throughout
1986, although the offices are ex-
pected to merge sometime in early
1987, Mr. Pilcher said. 01-
liver/Pilcher will retain its four

branch offices in Arizona and its

current staff of 175, he added.

About 40% of the brokerage's
stock was owned by employees
through an employee stock option
plan, while the remaining stock
was held by principals of the bro-
kerage

Olliver/Pilcher shareholders will

receive Corroon & Black stock in

the exchange.
"We decided to go with Corroon

& Black because their philosophy
and their mix of business were sim-

ilar to ours," Mr. Pilcher said, add-

ing that the brokerage was at an
"all time high" and was in a good
oosition to sell.

NYIE syndicates
IAT Syndicate Inc., capitalized at

$5 million, has been formed to
write treaty and facultative rein-
surance on the New York Insur-

ance Exchange.
The syndicate's sole investor is

Peter Kellogg, chief executive offi-
cer of the New York investment

firm Spear Leeds & Kellogg.
In addition, Massachusetts Mu-

tual Life Insurance Co. has raised

the surplus of its MML Syndicate
Inc. to $10.5 million from $5 mil-
lion. MML also writes treaty and
facultative reinsurance.

Both syndicates are managed by
Johnson & Higgins Willis Faber
(USA) Inc.

According to the exchange, MML
Syndicate joins five other syndi-
cates at the exchange that have in-
creased capital since the third quar-
ter of 1985.

Allianz Syndicate Inc. has seen
the largest single increase since last
year's third quarter, when $7.5 mil-
lion was added to its capital, ac-
cording to exchange figures. Gold
Street Syndicate Corp. added $3
million to its capital and Pan At-
lantic Investors Ltd. has upped its
capital by $800,000, says the ex-
change.

J&H, W.F. Syndicate B Inc. has
increased capital by $560,000 and
Candon Syndicate N.B. has put an
additional $500,000 into its capital,
according to the exchange.

The exchange could not provide
current capitalization figures for
these five syndicates. .
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Berkshire Hatha ay
wants to write

your bus business
And we give youunequaled
financiiil strength as well.*

In this chaotic market, if you're
looking for an insurer who can provide
your bus operations with Auto Liability,
Physical Damage and General Liability
and the loss-paying capability you
need, we are it.

Our National Indemnity Group has
more than 35 years of experience under-
writing buses of all types and sizes.

We have the facilities to settle your
claims in all states.

The National Indemnity Group
has a combined surplus of more than
$1 billion and is rated A+ by A.M.
Best. The National Indemnity
Group includes:

• National Indemnity Company
• National Indemnity Company of Minnesota
• National Indemnity Company of Florida
• Home and Automobile Insurance Company
• National Fire and Marine Insurance Company
• Columbia Insurance Company

For the name of our general agent in
your area or for more information about '
our bus programs, telephone or write
'Br Cross, Mark6ting Director, National
Indemnity Company, 3024 Harndy Street,
Omaha, NE 68131, (402) 346-7400
'Iblex: 62-883038

BERKSHIRE HATHAWAY INSURANCE GROUP
NATIONAL INDEMNITY COMPANY • COLUMBIA INSURANCE COMPANY

CONTINENTAL DIVIDE INSURANCE COMPANY • CORNHUSKER CASUALTY COMPANY

CYPRESS INSURANCE COMPANY · HOME AND AUTOMOBILE INSURANCE COMPANY

KANSA FIRE AND CASUALTY COMPANY · NATIONAL FIRE AND MARINE INSURANCE COMPANY
NATIONAL INDEMNITY COMPANY OF FLORIDA · NATIONAL INDEMNITY COMPANY OF MINNESOTA

REDWOOD FIRE & CASUALTY COMPANY

*A.M. Best's most recent comparison ranks the
Berkshire Hathaway Insurance Group first among all
major property/casualty groups in their key measure-
ment of financial strength - Best's test of gross
leverage. See Best's Insurance Management Report
Property/Casualty Release No. 6 March 4, 1985.
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Benefit costs The decline in pension costs for dustry Lp 94 1% to $196 from 3101 spent $12,671 per employee, up 45% industry spent the least on pension
many of the surveyed companies However, profit-sharing Lay- from $12,122 in 1983 plans in 1984 $221 per employee,

Continued from page 1 can probably be attributed to ad- ments among banks, finance and That expenditure was far ahead down from $239 in 1983 Pension
The survey is based on the re- vances in the stock market As the trust , omfanies slipFed 211% to of the second-ranked public utili- costs also were low among depart-

sponses of 1,154 employers, ranging stock marke- rose, the value of plan $321 per emp_oyee f rom 5407 ties industry, with an average per- ment stores, which spent $260 per
from those with fewer than 100 assets increased, reducing the need Prcfit -sharing payments also fell emfloyee benefit cost of $10,371, a employee, up 24 4% from $209
employees to those with more than to make fund contributions 19 :% tc $572 from $7 Ll in the pe- 2 3* increase from $10,142 in 1984 • The primary metal industry
5,000 workers Some 40 2% of the But some indus'ries did not fol- tro}eum industry, and 4 3% to $163 • As an industry, department spent the most on health and life
employers surveyed have fewer low this trend, and Instead found from $ L70 <imong surve>ed em- stores contributed the least to em- insurance It spent $2,760 per em-
than 500 workers their pension Cos.s rising in 1984 ploye.s in tie rubber leather and ployee benefits in 1£84 Tnat indus- ployee in 1984, up 13 3% from

Of the many benefits surveys Among surveyed employers in plastics industry try spent 13,956 in 1984, up 6 3% $2,436 in 1983 Other big spenders
published each year, the Chamber's the food, beverage and tobacco m- That 19 59 decline cost the petro- from $3,721 in 1983 Sper ding a bit included the stone, clay and glass
is especially important to benefit dustry, pension costs rose 44 7% in leum industry its status as paying more were surveyed employers in products industry, which paid
managers because it lists exact per- 1984 to an average of $1,231 per the most generous profit-sharing the textile products and apparel in- $2,294 or 25 6% more than the
employee expenditures in a broad employee from 5851 Pension costs payments It fell to tte No 2 posi- di.stries, Tuth an aerage per-em- $1,827 it paid in 1983, and the petro-
cross-section of industry The ex- in the department store industry tion, surpas:ed by the instruments ployee benefit cost of 34,322, up leum industry, with a $2,227 tab in
penditures include costs for such increased 24 4% to $260 from $209 and miscellaneous manufacturing 8 9% from $3,968 1984, up 18 5% from $1,880

benefits as pensions, health and life Profit sharing payments, reflect- Industries, where profit-sharing • The public utility ir dustry re- Health and life insurance costs

insurance, Social Security and ing a general_y bullish economy, pagments increased an average of ccrded the highest pension costs in were lowest among department
profit-sharing plans rose in 18 cf the 21 surveyed indus- 67 3% 10 $629 per employee from l{84 It spent $2,124 per employee, stores, where per-employee costs in

The survey can help benefit tries $376 down slightly from $2,126 in 1983 1984 were $578, up 14% from 1983

managers compare their com- Big percentage increases were Other findings in the Chamber Other industries with large pen- The only other industry with
panies' benefit costs to others in the found in tne 1ransportation equip- su-vey include Sin costs includec the petroleum health and life insurance costs of
same industry and determine how ment industry, up 166 7% to $240 • Despite declining pension and ir dustry, where costs slipped to less than $1,000 per employee was
successful their companies have per employee from $90, the trade profit-sharing costs, the petrcleum $_,667 from $2,050 and he primary the textile products and apparel in-
been in controlling benefit costs industr> (wholesale and retail), up industry sti-l spends more on oene- rretal industry, which spent $1,487, dustry That industry spent $910

While the 1984 Chamber survey 102 2% to $459 from $227, and thE fits than any other -ndustry Sur- uo slightly from $1 463 per employee, up 11 3% from $800

provides more evidence that the stone, clay and glass products in veyed petrcleum corrpanies _n 1984 The textile products :nd apparel Continued on next page

dramatic surge in benefit COStS lS
over, a new historical section shows
how expensive benefits have be-
come since the early 1970s

For example, insurance pay-
ments per employee have increased
to $1,581 in 1984 from $369 per em- ' i 1 11 1 11
ployee in 1971-a 328 5% increase

Also, between 1971 and 1984, the

average cost per employee for So-
cial Security payroll tax climbed to
$1,408 from $372-a 2785% in-

24,

crease

Eighteen of the 21 surveyed in- .
544,

:

dustries reported an increase in in-
Z

surance costs, the most expensive
employer-provided benefit

t

The biggest percentage increases
were reported in the trade (whole-

4

sale and retail) industry, whose in-
surance costs Jumped 60% to $1,369
per employee from $889 In addi-

44 -

tion, insurance costs in the stone,

clay and glass products industry in- .

creased 25 6% to $2,294 from $1,827
Insurance costs also jumped

sharply in the pulp, paper and lum-
ber industry to $1,722 from $1,429, a

01-
20 5% increase Insurance expendi- 4 5
tures in the petroleum industry in- J

..>.
t

creased an average of 18 5% to
$2,227 from $1,880 in 1983 '4• +

4 rAnd, insurance costs rose by an
average of $10 each per employee
in two Industries fabricated metal &.

products, $1,980 from $1,970, and 3 'AS
'*,f '24 9/

printing and publishing, $1,385
from $1,375

f 'A. ,

However, insurance costs de- f.,]ft,/1 , &
4 7 -trclined in two industries machinery

$2,032 from $2,163, and chemicals
(excluding electrical), down 61% to

and allied products, down 44% to 7: 9.

$1,671 from $1,748 13 '48' 2#
Social Security costs, the second .

most expensive benefit expense, in-
creased in all 21 surveyed indus-
tries as a result of a mandated

FICA tax increase The tax climbed

79% per ernployee in 1984, up to ¥rK. 7 ff
$1,408 from $1,305 in 1983

In 1984, the FICA tax for em-

ployers was boosted to 7% of an em-
ployee's first $37,800 of salary

2,2 4
.t

compared with a 1983 tax rate of
67% of the first $35,700 of salary
The FICA tax now is 7 15% of the

first $42,000 of wages
However, several employers did

save money on pension costs during
1984, the survey shows

Among employers in the ma-
4 52+

chinery (excluding electrical) in-
dustry, pension costs per employee
fell 35 6% in 1984 to $754 from
$1,171 the previous year Pension
costs slid 22 1% in the transporta-
tion equipment industry, down to
$1,003 from $1,288

Other decreases were reported
. ....

by employers in the pulp, paper,
lumber and furniture Industry, 0 D .

where pension costs declined 19 9% IA. 0 01 10 0 8 1. .

to $450 from $562, and in the petro-
leum industry, where pension costs
declined 18 7% to $1,667 from .

$2,050 0 .0 ..D A

Also, pension costs in the print-
ing and publishing industry slipped
17 4% to $765 from $962, and 14 8%

.

to $609 from $715 among banks, fi-
nance and trust companies



Continued from previous page
• Industries with the highest benefit costs as a percent

of payroll in 1984 include: primary metal, 45.4%, down
from 47.1%; petroleum, 43.8%, up from 40.7%; and public
utilities, 41%, up from 40% in 1983.

• Industries with the lowest benefit costs in 1984 as a

percentage of payroll include: department stores, 29.1%,
down from 31.8%; textile products and apparel, 30.9%, up
from 30.5%; and miscellaneous non-manufacturing,
31.3%, down from 32.8% in 1983.

• Of the average $7,824 spent on benefits per em-
ployee in 1984, some $2,054, or 26.2%, went to cover le-
gally required benefits, like Social Security. Some $1,721,
or 21.9%, was spent on tax-exempt benefits, like group
health and life insurance. And, $1,460, or 18.6%, was paid
for tax-deferred benefits, like pensions and profit-shar-
ing plans. In addition, an average of $2,381, or 30.4%, was
spent per employee on taxable benefits, like vacations
and rest periods.

• Employers spent an estimated $610 billion on bene-
fits in 1984, up from $550 billion in 1983, said James Mor-
ris, a Chamber consultant who directed the survey.

Copies of "Employee Benefits 1984" are available from the
U.S. Chamber of Commerce, Publications Fulfillment
(RKVL), 1615 H St. N.W., Washington, D.C. 20062. The
cost is $20 per copy. Discounts are avaiiable for bulk
ordeTs. Prepayment is requested.

Industry

Employers' benefit costs per employee

Petroleum

Public utilities

Primary metal
Transportation equipment
Chemicals & allied products
Machinery (excluding electrical)
Food, beverages & tobacco
Fabricated metal products
Stone, clay & glass products
Pulp, paper, lumber & furniture

Printing and publishing
Rubber, leather & plastics products

Electrical machinery, equipment & supplies
Instruments & miscellaneous manufacturing
Insurance companies

Miscellaneous non-manufacturing industries
Hospitals
Trade (wholesale and retail)

Banks, finance companies & trust companies
Textile products and apparel
Department stores

Source: U.S. Chamber of Commerce Survey Research Section

1984

$12,671
10,371

10,343

9,525

9,119

8,556

8,531
8,394

8,313

8,079

7,856
7,847

7,808
7,591
7,319
7,196
6,146
6,006

5,873
4,322
3,956

1 11 1

r
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1983 % Change

$12,122
10,142

10,422
9,794

9,198

9,296

7,083
7,776
8,112

6,656
8,216

6,979
7,406
7,457

6,833
7,511

5,728

4,956
6,277
3,968
3,721

4.8

2.3

-0.8

-2.7

-0.9

-8.0

20.4

7.9

-2.5

21.4

-4.4

12.4

5.4

1.8

7.1

-4.2

7.3

21.2

-6.4

8.9

6.3

Chart Holly Seguine

RIMS conference
Continued from page 2

Presenting the plaintiffs' bar's
perspective will be Robert L. Ha-
bush, president-elect of the Ameri-
can Trial Lawyers Assn., while Eu-
gene Anderson of the New York
law firm of Anderson, Russell, Kill

& Olick will represent defense at-
torneys.

Mr. Habush and Mr. Anderson

will debate whether a complete
overhaul or only minor adjust-
ments to the civil justice system are
needed.

Patrick Head, president and gen-
eral counsel for FMC Corp., a Chi-
cago-based manufacturer, will
speak on the need for tort reform
from the point of view of corpora-
tions.

Wrapping up the program will be
a presentation of the judicial view
of the current North American

civil justice system.
Because many RIMS member

companies are based in Canada or
do business there, retired Canadian

Supreme Court Justice Allen M.
Linden, who also is president of the
Law Reform Commission of Can-

ada, will direct this portion of the
program, according to Mr. Esen-
berg.

Justice Linden will compare the
civil justice systems in the United

'RIMS is very much
involved in tort

reform,' explains
session coordinator

Robert Esenberg.

States and Canada, describing the
influence U.S. court decisions have

on Canada.

In addition, a jurist from the
United States will speak at the ses-
sion.

Questions from the floor will be

encouraged after the presentations,
and microphones will be placed
throughout the Metro Toronto
Convention Centre auditorium for

that purpose.
"RIMS is very much involved in

tort reform," and the program is
designed so that members "will
have the knowledge. . .and can ac-
tively support on a grass-roots level
the tort reform issues," said Mr.
Esenberg.

The general session is open to all
conference registrants, as are the
two mock trials. During those
dramatizations, the audience will

be divided into juries that deliber-
ate to reach a verdict after attor-

neys for both sides present their ar-
guments.

One of the suits will be tried in a

simulated U.S. court, and the other

will be set in a Canadian-style
courtroom.

The simulated trials are intended

to give registrants a better under-
standing of the risk manager's and
corporation's roles in the defense of
product liability lawsuits.

Additional seminars at this year's
RIMS conference will focus on gen-
eral risk management, risk finance,
loss control, employee benefits and
workers compensation issues.

In addition, Geraldine Ferraro,
the 1984 Democratic nominee for

vice president, will address the
conference luncheon on Thursday,

April 17.
Many of the sessions will be held

in the Metro Toronto Convention

Centre, which also will house exhi-
bits from more than 200 vendors.

Registration fees for the full con-
ference are $595 for RIMS mem-
bers, and $695 for non-members.

For a partial week, the fees are
$475 for RIMS members, and $575
for non-members. The cost for one

day is $195.
For more information, contact

the RIMS Conference Department,
205 E. 42nd St., New York, N.Y.
10017;212-286-9292. .
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Lloyd' s sues expelled underwriters for costs
By STACY SHAPIRO

LONDON-Lloyd's of London is
taking legal action to recover more
than 1.25 million pounds ($1.76 mil-
lion) in penalties and legal costs
from two expelled underwriters.

Peter Stephen Dixon, former
chairman of PCW Underwriting
Agencies Ltd., and Thomas Ray-
mond, former chairman of Brooks

& Dooley (Underwriting Agency)
Ltd., were named in separate law-
suits filed Jan. 28 in High Court in
London.

Mr. Dixon owes 1 million pounds
($1.41 million) in fines and 215,430

pounds ($304,000) in legal Costs,
Lloyd's claims. Lloyd's demanded
that Mr. Dixon pay the fines and
legal costs after he was found guilty
of misconduct and fraudulent acti-

vities and expelled in November
1985.

Lloyd's said Mr. Dixon, who now
lives in Warrenton, Va., helped
mastermind plans to misappropri-
ate millions of pounds in syndicate
funds to benefit himself and his

business associates (BI, Nov. 11,
1985).

Mr. Brooks owes Lloyd's 39,688
pounds ($56,000) in legal costs,
Lloyd's says. Lloyd's demanded he
pay that amount after he was ex-
pelled in December 1984 for mis-
conduct.

Lloyd's said Mr. Brooks, who
now resides in Milan, Italy, helped
siphon more than 6.2 million
pounds ($7.44 million) of reinsur-
ance premiums from Lloyd's syndi-
cates over a 13-year period (BI,
Dec. 17, 1984).

If the High Court agrees that
these "civil debts" should be paid,
Lloyd's will have the power to seize
any assets that Mr. Dixon or Mr.
Brooks have in the United King-
dom to pay the debts, said a Lloyd's
spokesman.

Financial services

The controversial British finan-
cial services reform bill should be

law by July, according to the Brit-
ish Department of Trade and In-
dustry.

The bill, published Dec. 19, 1985,
received its second reading in Par-
liament on Jan. 14 and went to a

committee on Jan. 28.

According to the department, the
bill should be approved by the
House of Commons by April, then
passed by the House of Lords and
signed into law by July.

The bill, designed to protect indi-
vidual investors, sets up regulation
for the Stock Exchange and other
financial services.

However, the bill as currently
written would not regulate Lloyd's
of London or non-life insurance

transactions.

But members of Parliament are

expected to argue that Lloyd's be
regulated by the Securities and In-
vestment Board, which the bill
would establish.

"To my mind there can be no
doubt that the changes affecting
the financial services industry will
have a profound influence on the
economy as a whole, but still far too
many people regard the financial
services industry as a distant insti-
tution that hardly touches them,"
Michael Howard, British minister
of corporate and consumer affairs,
said in a guide to the bill furnished
by the Department of Trade and
Industry.

"Through the financial services
bill we seek to maintain and en-

hance the U.K.'s position as one of
the world's financial centers. We

must ensure that the new system of
regulation inspires confidence," he
said.

One of the companies that op-
poses portions of the financial ser-
vices bill is Alexander Stenhouse

Financial Services Ltd; a company

london line

formed following the merger of
brokers Alexander & Alexander
Services Inc. and Reed Stenhouse

Cos. Ltd.

Although the company has not
stated exactly which provisions of
the bill it opposes, Alexander Sten-
house said last week that "if many
of the proposals as outlined. . .are
allowed to proceed, it will sound
the death knell of the independent
intermediary....

"For our part at Alexander Sten-
house Financial Services, we would
have to think seriously about
whether we should continue to op-
erate as independent interme-
diaries in what we see would be an-

extremely difficult market," the

company said.

Captive reinsurance
The Institute of London Un-

derwriters, a powerful trade asso-
ciation, last month defeated a mo-
tion calling for the London market
to stop providing reinsurance for
captives.

Reg Brown, underwriter for the
Dugdale Syndicate at Lloyd's of
London, explained that he made
the motion because he said captives
were "tax avoidance" schemes

designed to take "premiums from
our mouths."

Captives expose reinsurers to
greater risks because they are not

"professional insurers," Mr. Brown
said.

He blamed that inexperience for
creating "innocent capacity,"
which caused the underwriting
losses that subsequently triggered
the current tight property/casualty
market.

However, Mr. Brown admitted

he knew nothing about reinsuring
captive insurance companies and
that he had never written reinsur-

ance for them.

In arguments against the motion,
John Elliott, director of Sedgwick
Risk Management Services Ltd.,
said that captives help control costs
for reinsurers because they retain
smaller, frequently occurring,
claims rather than pass them on to
commercial underwriters.

Also, "captives are committed to
risk management," said Mr. Elliott.

"You must welcome any steps
anyone takes in this direction," he
said.

A captive promotes risk manage-
ment, because the corporation
would rather prevent losses than
pay claims, he noted.

"Anything the industry can do to
help (reduce losses) certainly
should be welcome," Mr. Elliott
commented.

Mr. Elliott also noted that if Lon-

don doesn't support captives with
reinsurance, they will shop in other
markets, depriving London of an
important source of premiums.

In addition, he noted than many
commercial insurers, including
"one that was started at a coffee

house called Lloyd's," began as mu-
tual insurance pools like the mu-
tual captives now being formed for
U.S. liability exposures. •

Season tfterseason, respondink
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Delays seen in California comp reform
SACRAMENTO, Calif.-The

workers compensation reform pot
is beginning to boil in California,
but observers say the final product
probably won't jell until 1987.

The high cost and scarce supply
of commercial liability insurance is
expected to dominate the Califor-
nia legislative scene this session,
pushing workers compensation to
the back burner, observers say.

In addition, 1986 is an election
year, which means legislators don't
like to tackle tough issues, one ob-
server notes.

However, some workers com-
pensation reform activity is already
taking place.

Most recently, the Senate Rules
Committee approved the Senate In-
dustrial Relations Committee's re-
quest to hire Florida-based work
comp troubleshooter John Lewis.

The Industrial Relations Commit-
tee, chaired by Sen. Bill Greene, D-
Sacramento, wants Mr. Lewis to
help it draft a reform bill by this
spring, said Casey Young, chief
consultant to the committee.

Mr. Lewis carried out a similar
task most recently in Massachu-
setts, where he and Cornell Uni-
versity Professor John F. Burton
Jr. assisted the Legislature with a
reform measure (BI, Dec. 9, 1985).

Also, an employer-backed multi-
faceted "wage-loss" work comp bill
was recently withdrawn from leg-
islative consideration. However, it's
expected to be reintroduced later
this year.

That bill-A.B. 1000-was with-
drawn last month in a strategic
move. Backers would have been
unable to secure enough support to
move the bill out of committee be-

around the states

fore a Jan. 31 deadline.

A.B. 1000 called for the replace-
ment of the state's current workers
compensation system with one in
which benefits are based on actual
wages lost as the result of a work-
place injury (BI, Sept. 23, 1985; Nov.
18, 1985). Currently, injured work-
ers are compensated according to
subjective criteria used to predict
lost earning capacity.

The measure can be given a new
number and reintroduced, or it can
become an amendment to bills still
pending, said William George,
chief consultant to the state Assem-
bly Finance and Insurance Com-
mittee, which is chaired by Assem-
blyman Alister McAlister, D-Sacra-

mento, the bill's sponsor.
Californians for Compensation

Reform, a coalition of more than
800 employers, local governments
and insurers that is backing the
bill, is still trying to determine the
best strategy, said Linda Brodt, as-
sistant executive director.

But Paul Gladfelty, vp of the
California Manufacturers Assn.
and a member of the CCR, said:
"The bottom line is that we have to
work out a compromise with
organized labor if anything is going
to happen in 1986."

Labor, still stinging from the
governor's veto of its workers comp
bill last session (BI, Oct. 14, 1985),
says it tried to negotiate with em-

fI 4 ,
-          B.-R r. T

 Shad, Morahan& Company, Inc.

Sband Moraban Plaza Evanston, IL 60201

A

ployers in the past and will try
again this year.

Meanwhile, both sides are await-
ing a legislative report on the state
workers compensation system. Mr.
Young of the Senate Industrial Re-
lations Committee, is drafting the
report and expects it to be released
this month. One observer said the
report will serve as a blueprint for
the reform effort.

Malpractice policies
NEW YORK-A state Supreme

Court judge has ordered an unli-
censed insurance company and a
related brokerage firm to stop sell-
ing malpractice policies to dentists
formerly insured by Union Indem-
nity Insurance Co. of New York.

Judge Stanley S. Ostrau issued
the temporary restraining order
last month against Promark Risk
Management Corp. and British &
American Casualty Co., both
owned by Stephen Weicholz of
East Rockaway, N.Y., and Coral
Springs, Fla.

The restraining order was
granted at the request of New York
Insurance Superintendent James
Corcoran, who sued the two com-
panies Jan. 2 to stop the sale of
malpractice policies and to recover
premiums paid to Promark.

According to the complaint, Mr.
Weicholz was an agent for Union
Indemnity, a unit of Frank B. Hall
& Co. Inc., and American Fidelity
Fire Insurance Co., a unit of
American Plan Group. Both insur-
ers have been declared insolvent
by New York regulators.

Mr. Weicholz allegedly informed
3,000 dentists who were policyhold-
ers of the two insolvent companies
that Promark had arranged re-
placement dental malpractice cov-
erage with British & American.
Neither Promark nor British &
American is licensed to operate in
New York, the lawsuit says.

The complaint asks for a court
order halting the sale of the British
& American policies and seeks re-
covery of about $1,400 for each
dentist who paid premiums to Pro-
mark. The suit also asks the court
to fine the two companies $30,000
for violations of New York insur-
ance law.

Self-insurer fund
SACRAMENTO, Calif.-Em-

ployers in California that self-in-
sure their workers compensation
risks may be required to pay a pre-
occurrence assessment to a state-
wide security fund that covers the
claims of bankrupt self-insurers, a
fund official says.

The California Self-Insurance
Assn. is setting up a committee to
study possible changes in the fund-
ing mechanism of the state's Self-
Insurance Security Fund, said Jo-
seph E. Markey, legislative advo-
cate for the association and the sec-
retary/treasurer of the fund.

The security fund was estab-
lished in 1984 to pay the claims of
injured workers if the assets of a
bankrupt self-insurer are inade-
quate to make the payments.

Currently, self-insurers can be
assessed 1.5% of what they paid in
the prior year in workers compen-
sation benefits to pay the claims of
the bankrupt employer. However,
assessments cannot be made until a
self-insured employer is unable to
pay benefits.

One possible change that the
committee will study will be to
change the assessment schedule to
a pre-occurrence basis from the
current post-occurrence systern,
Mr. Markey said.

Late last year, the fund assessed
workers compensation self-insur-
ers the maximum 1.5% to satisfy
claims against bankrupt self-insur-
ers (BI, Jan. 13). •
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M any naive reinsurers have under-priced themselves into extinction.

The bargain hunters' search for
cheaper reinsurance, coupled with
massive overcapacity, led the industry
into the depths of a $2.7 billion loss in
1984, with acombined ratio of 12Z1.

The reinsurers who are left are the

ones with the resources, the under-

writing skills and the toughness to say
"Enough "

While therds now a big gap in
reinsurance capacity for some risks,
North American Re continues to pro-
vide stable and reliable reinsurance for

our clients.

North American Re To survive,
we had to be one of the fittest.

NORTH AMERICAN REINSURANCE CORPORATION 100 EAST 46T4 STREEI NEW YORK, NY 10017 (212) 907-8000

NOIZTH AME12ICAN

We Take Your Risk
Out Of Reinsurance.
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ASK A RISK MANAGER
Use examples to show
value of managing risks

With the insurance market in

the doldrums, brokers

overworked and risk managers
unable to satisfy their corporate
insurance needs, what do you do
to show the boss the benefits of

risk management?

This is a good question, very

A broad in i scope. And, it has notbeen completely answered to my
satisfaction in our company.

To set the proper tone, I think
risk managers should take
advantage of their current
environment in an aggressive way.

There are several possible projects, and many should be
started early in 1986 and carried on through the year.

Some colleagues may say you're doing well to hang on
in this environment. But I believe you will do better by
challenging what you're doing and how you're doing it.

The challenge I like best is to tell your company that
insurance expense can be held to a zero increase in 1986.
With all the publicity and negative conversation, this
should get someone's attention.

To meet this challenge, begin by analyzing your total
insurance expense. I find that 68% of my expense is
self-funded moneys set aside to pay workers
compensation, general and automobile liability losses.

About 1% of this amount involves property insurance,

Would you like advice from an experienced colleague on
a risk management, benefit management or actuarial
problem? Three features in the Perspective section of Busi-
ness Insurance can give you some answers.

Ask A Risk Manager, Ask A Benefit Manager and Ask An
Actuary answer written questions from readers on risk and
benefit management issues and actuar-
ial problems.

This month's column, on risk manage- -    -
ment issues, is written by Ralph F. Perry  - 
Jr., vp and director of risk management m
at Amfac Inc. in San Francisco. Joseph ill-r'j iltllllll
Duva. director of employee benefits and 
compensation at SCM Corp. in New SZ
York, answers benefit management 
questions. And, William J. Miner, an ac-  
tuary with The Wyatt Co. in Chicago,
answers actuarial questions. Mr. Perry

Mr. Duva's and Mr. Perry's columns
appear alternately on the second Monday Of each month.
Mr. Miner's column appears every other month on the first
Monday of the month. MT. Perry's next column will appear
in April

Address your questions to ASK, Business Insurance, 740
N. Rush St., Chicago, m. 60611. Please give us your name,
title and employer; however, Bt, :iness Insurance wiU con-
sider unsigned letters.

so my problem obviously is in the casualty area. Further
analysis shows that almost 70% of these self-funded
moneys are in the workers compensation area.

Now, I analyze the total insured expense increase
from one year to the next and find this increase was
about 30%, or about $3.9 million. This is the number you
need to attack to keep overall expenses from rising.

Now that you have a number, you must logically
apportion it, based on a profit center's loss history, to
each of your profit center operations.

The challenge now becomes localized, and you can
place this challenge on the back of the decentralized
safety management program. There is no question profit
centers must run their own safety management
program-and you have given them the target.

With self-insured claim dollars exceeding $10 million,
it is conceivable that well-managed safety programs can
reduce this part of your expense close to 30%.

There are several other areas that should be

addressed and can be part of your overall objectives in
this unstable environment.

For example, a risk management information system
is now mandatory. There is no way to track losses and
control the financing of these losses without it.

An RMIS also is needed to administer a good
risk-control program, whether centralized or
decentralized.

You also may want to consider a centralized, guided
risk control program, if it appears that the decentralized
program is not doing the job. Remember, there is a need
to measure and reward successful programs.

Claim administration is more visible than ever before

and will grow in importance with increased deductibles
and retentions. How are you handling claim/loss
administration? Is it in your control? Is this the time for
a comprehensive claim administration audit?

Effective management in this area is all-important to
your internal control of the risk management
department, and it also is as important in the marketing
of your insured program. In the latter area, a
well-thought-out, written claim administration
procedure for your company may be the only way you
can continue an unbundled program.

Look at the risk management department itself. Is it
structured in a way that can assist and support your
broker in marketing your program? Your insured
program is one buying catastrophe coverage-and the
marketing of this coverage needs solid internal support.

Have you communicated with your profit center
people to explain insurance market problems and your
need for their support and response when gathering
underwriting information? This seems obvious, but
doing so with a good new article and brief statement
from your department can do wonders.

Also, communicate with your legal department.
Contractual obligations must be tightened and written
precisely. Avoiding the assumption of risk in contract
language is more important than ever these days.

Give some lessons to your profit centers on reading

certificates of insurance they receive. Does the
certificate provide the coverage that was requested? Are
they interpreting our "insurance" language
correctly?

Perhaps it is time to review your department's job
descriptions. This is a good exercise to do yearly, but it is
more important now.

Above all, be aggressive. Get the message across that
you and your company want to be responsible for
themselves in today's insurance world.

Developing five-year plan
may help you meet goals

Do you develop a five-year

 plan for your risk managementdepartment's expenses? If so,
what does it encompass, and can
you describe its principal
features?

I actually do not develop a
five-year plan.

A However, I have been challenged
by an outsider to do one for my risk
management department, and
perhaps even to consider a personal
one for myself.

The intriguing part of my
conversation with this individual was his statement

that, "You would be surprised how many of these goals
come true within that five-year period"-if you do a
five-year plan.

This led me to thinking about my department, its
internal structure and contribution to the corporation,
and how I might like to see it positioned sometime in the
future.

Why not write a 1990 or 1991 report to put these ideas
in perspective? They then would become the goals and
directions you would be working toward to accomplish
your plan.

This is better than no real direction at all.

As you can see, I am still talking myself into this.
And, since I cannot offer any real suggestions, perhaps
one additional thought may help.

I truly believe that the insurance market down cycle,
which well may continue for several years, offers the
best opportunity for the risk management community to
contemplate its future.

Corporations can no longer-and may never
again-transfer certain risks to others for a price.

And, their need to evaluate, control and finance these
risks for themselves provides you as a risk management
professional with the best opportunity ever to be
a major contributing force in your company's
future. .

Industry actions beg federal regulation
By Thomas S. Bloom

TPHE COMMERCIAL property and
1 casualty insurance industry is in the

process of creating the most effective
argument for federal regulation that
could be devised.

Certain classifications of coverage have

become virtually unobtainable-public
entity liability, directors and officers
liability and many lines of errors and
omissions, among others.

Hardly any member of the public will
not be adversely affected, directly or
indirectly, by these tight market
problems.

The size and influence of the portion of
the market that has been abandoned is

speaking out

staggering.
Only some prompt and responsible

action by a significant portion of the
insurance industry will forestall the
consideration of potentially drastic
legislative remedies.

Adequate umbrella limits cannot be

provided for an entity of any appreciable
size.

Programs providing total protection in
the hundreds of millions of dollars are

being replaced with limits usually not
exceeding $10 million or $20 million,
with some even lower. In addition, the

new terms for coverage almost always

are more restrictive than the terms that

are expiring.

Pricing has become a joke. Of the few
underwriters still active in these areas,

principally in the surplus lines market,
most do not even maintain the pretense
that the pricing of their products is based
on any actuarial reality.

Premiums are purely a function of
what the market will bear.

Buyers are being forced to bid higher
and higher for increasingly unavailable
capacity.

As individual insurers get closer to
their targeted premium, or near the

maximum volume established by either
their home office or their

premium-to-surplus ratio, prices climb
even higher and terms become even
more restrictive.

This is the age of arrogance. Few
individual underwriters exhibit the least

Continued on next page

Thomas S. Bloom is

president of McAtear
Associates Inc., an ez-
cess and surplus tines
wholesaler in Grand

Rapids, Mich.
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Predicting accidents could prevent them
By The Insurance Institute

of America

The following question and answer are
drawn from the curriculum for the
Associate in Risk Management
designation awarded by the Insurance
Institute of America. Thev represent the
type Of question asked on, and possible
answers to, the three examinations for
the A.R.M. designation. This month's
material, taken from the May 1984
examinations for ARM 55, Risk Control,
deals with some basic concepts for both
predicting and preventing accidents-in
this case, motor vehicle accidents.
Accident frequency indicates the
importance of preventing or reducing
these accidents.

Q: Over the past 10 years, the delivery
trucks of Acme Furniture Co. have been

involved in numerous traffic accidents.

On the average, one truck in every 15 has
been involved in an accident each year.
The driver has not been injured in three
out of every five of these accidents.
However, one out of six drivers injured
has died as a result.

Based on the above information,

compute-or show how to compute-the
probability that:

• A particular truck will be involved
in a traffic accident this year.

• A randomly selected driver will be
hurt in an accident this year.

A.R.I. exercises

• A randomly selected driver will be
killed in an accident this year.

Injuries and fatalities to its truck
drivers impose significant workers
compensation costs on Acme. Describe
one specific way in which Acme could
reduce these workers compensation costs
through:

• Loss prevention.
• Loss reduction.

e Non-insurance transfer.

A: Considering the probabilities of
accidents, injury and death asked in the
first part of the question:

• As the question indicates, the
likelihood of a given truck being in an
accident in any given year is
one-fifteenth, or 0.067 or 6.7%.

• For a particular driver to be hurt
this year requires two events to occur:
The driver must be in an accident, and
the driver must be hurt in that accident.

The fact that the driver is not injured in
three out of every five accidents means
that the driver is injured in two out of
every five accidents, or in 40%-or
0.4-of them.

Therefore, the probability of a given
driver being injured in an accident this
year is the joint probability of 'an accident
and an injury, computed as 0.067 times
0.4, which equals 0.027, or 2.7%. This joint

probability also could be computed as
one-fifteenth times two-fifths, which
equals two-seventy-fifths.

• For a driver to be killed, that driver

must be among those one out of six
injured drivers who dies. As computed
above, the probability of a randomly
selected driver being injured is 0.027.
Thus, it follows that the probability of
such a truck driver being killed is
one-sixth of this, or approximately
0.004.

The specific ways in which Acme can
reduce its workers compensation costs
related to driver injuries and fatalities
include:

• Loss prevention measures. Any
measure that would reduce the

number-or probability-of accidents in
which drivers are injured would reduce
Acme's workers compensation costs.
These measures could include driver

training or vehicle maintenance to
reduce the likelihood of any truck
accident.

They also could include better design
of the truck cab to reduce the likelihood

that, if an accident occurs, the driver will

be injured.
• Loss reduction measures. Action to

reduce loss severity measured in dollars
of workers compensation claims can be
taken either before or after the vehicle

accidents.

Pre-accident measures to reduce

severity could include reducing the speed
at which the trucks are operated, thus

also reducing the violence of the
accidents and the severity of driver
injury.

After a driver has been injured,
effective medical management of the
injuries and rehabilitation of the driver
could cut workers compensation costs.

• Non-insurance transfer. One way
for Acme to transfer to another company,
other than an insurer, its workers

compensation costs for driver injuries
would be to subcontract the delivery
work to another firm, which then would

bear the workers compensation costs of

delivery vehicle accidents. Note,
however, that trying to contract with .
another firm-not a workers

compensation insurer-to be responsible
for Acme's statutory workers

compensation obligations to its own
employees would violate the typical
statutory provision against transferring
an employer's duty to provide workers
compensation benefits. •

The sample questions and answers used
in this column are taken from the Associ-
ate in Risk Management designation cur-
riculum of the IIA. For more information
on the content Of the A.R.M. program,
write Dr. G.L. Head, Vp, Insurance Insti-
tute of America, P.O. Box 314, Malvern,
Pa. 19355.

Insurance industry crying for federal regulation
Continued from previous page

interest in the policyholder's legitimate right to fair
treatment. Even fewer have any interest in the
problems faced by the retail or the wholesale market in
attempting to construct adequate programs for their
clients.

The concept of good faith, once presumed to be the
bedrock upon which this industry rests, seems to have
disappeared with the soft market.

There is no spirit of cooperation between markets.
The practice of a broker and his or her markets
working together to construct a coordinated placement,
fair to the policyholder and all participating insurers,
has disappeared.

Each insurer wants to use only its form, on its terms,
at its price, with no consideration given to the
fact that a concurrent program thereby is made
impossible.

The worst is yet to come. Superimposed on these
other conditions is the fact that the industry is well on
its way to forcing on commercial policyholders the most
drastic change in coverage in history.

Even supporters of the claims-made concept admit
that the reduction in coverage will be significant. Why
else would they support it?

Some observers feel that the reduction is so severe as

to be undefendable in the litigation that is sure to
follow.

Beyond its more limited coverage, the form lends
itself to the future manipulation of the policyholder's
interests to the insurer's advantage. The chance of the
courts allowing such manipulation to stand is almost nil.

There are any number of these forms now in the
market. Each insurer insists on using its own version.
Non-concurrency of form, on an industrywide basis, is
now a matter of fact.

As an additional inducement to legislative action, the
insurance industry recently put itself through one of the
most destructive price wars in the history of any
business.

That insanity now has led to a string of insurer
insolvencies that may continue well into the future.
Those failures are not minor. Thousands of

Each insurer wants to use only its
form, on its terms, at its price,

with no consideration given to the
fact that a concurrent program
thereby is made impossible.

commercial policyholders and public entities have been
left with uncovered claims and uninsured gaps in their
programs.

Only responsible parents and lucky mergers have
prevented several major failures.

How long can an industry with such broad fiduciary
responsibilities continue to damage its customers
without inviting a public response? Surely the twin
remedies of federal legislation and a national guaranty
fund will seem the obvious response.

With much good cause, the insurance industry is
crying for legislative relief-on both the state and the
nationallevel-from a civil justice system that is out of
control.

But, once invited into the tent, the legislative camel
may not eat only from the other side's plate, particularly
to the extent that it is perceived that the current crises
in availability and affordability have been caused by, or
exacerbated by, the industry's own foolishness and
greed.

The industry had few friends among the public or the
legislators before this scenario began. It will have fewer
still when it is over.

Individual managers and underwriters are hard to
fault for doing what they are paid to do-maximizing
profit.

But jointly, for the first time in the history of the
business, they have created a situation that is simply not
defendable to society as a whole. From the perception of
the public, the situation cries out for legislative
relief.

State regulation is patently not capable of addressing
the issue. The efforts of individual states to establish

voluntary market assistance programs are

commendable but will fall short of success.

New laws and regulatory rulings limiting the right of
insurers' cancellation and non-renewal of policies only
serve to drive capacity away from the states that need it
most.

If the National Assn. of Insurance Commissioners

could act in effective concert, perhaps the individual
states could establish meaningful remedies. But, this has
never been done before, and there is no indication it

will begin now.
The American insurance industry has consistently

and effectively supported state regulation for any
number of reasons, and many of those reasons are
valid.

But, the simple fact is that the industry likes state
regulation because it is perceived as being both
ineffective and easily manipulated.

Insurance is the only industry of any size in the)
United States that is not subject to federal regulation.
That fact will become more apparent over the next few
years.

Repeal or amendment of the McCarran-Ferguson Act,
the federal law that leaves primary regulation of the
insurance industry up to the states, could be only one
congressional debate away. There is sure to be much
pressure on national legislators to consider such
action.

Only immediate and effective voluntary action by the
majority of the commercial property and casualty
industry will prevent this action being considered.
And, such enlightened self-interest never before
has been demonstrated by the insurance
industry.

It is said that, in the long run, every constituency gets
the government that it deserves. The same could be said
of business and regulators.

If the insurance industry, by abandoning its
obligation to those it is supposed to serve,
goads society into demanding new and more
effective regulation, then it will have no one
to blame but itself when it finds it is playing a
new game under new rules and is answering to a new
nnaster. •
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We're changing the face of benefits communications.
f-

Admit it. Despite your best efforts to explain your bene-
fits plan to employees, many are still thoroughly confused.

You need MetLife SHOWCASE:

As easy to use as an automated bank teller Metlife
SHOWCASE is the first computer-based service ever offered
that enables employees to obtain complete information on
their personal benefits status. Whatever they want to know,
whenever they want to know it.

They can check existing benefits participation. They can
plan savings and forecast accrual. They can explore any

*MetLife SHOWCASE Communications Service-Patent Pending
©1985 Metropolitan Lifetnsurance Co. N.Y., N.M
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combination of flexible benefits options. And they can do it
themselves, making your life simpler.

For a demonstration of MetLife SHOWCASE, call 1-800-
847-8285. After all, what good is an expensive benefits plan if
your employees don't understand it?

GET MET. IT PAYS.

) Metropolitan LifeAND AFFILIATED COMPANIES
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OJROWDED NOW There's

getting to be quite 2 mob out there promising
you professional settlement services and big

.,3,". 4 & 44

savings And each firm boasts it is preeminent
in the field. There is only one company that can

4,"dillwaillqi#07 -8 .I. .*.dliligull&(ABMIM 4**Il£ 1 1 lay legitimate claim to being the oldest and the

I. 4
best in this business The Structured Settlements

1

Company

6 h *t31 . WE WERE THE FIRST When hardly anyone
knew what the term meant, we were helping lay*.t

the legal foundation for the structured settle-
. .T=r, - ments concept Then when claims managers and

I .

defense attorneys wanted to know more about
. b .4 CM;/.4.-% 1 /- 1 -'C structures, we led the seminars

f
K a. . ,

STILL #1 Our consultants have, on average,
seven years experience Our most senior people

- -· have been designing, negotiating and imple-
I . 4: .: 

1/$45 . menting structured settlements for 12 years No
*

other company can come close to matching the
9 4, 1:*274 know-how we field every day

1 1 -OY,». This expertise can make a difference to you To
1 3..

1
find out how askJoe long, or another of our

,, equally qualified consultants, to attend your
next settlement conference At no cost

Call us at the telephone number most convenient for you. THE
Los Angeles 213/642-1999 / 800/421-2022 SWRUCIFURED

St Petersburg 813 / 823-2666 / 800 / 237-6361 SEITLEMENTSO))ices in Boston • Chicago • C:nomnatt . DaUas • Kansas City •
Los Angeles • New York • San Francisco • St. Petersburg COMPANY



PBGC drops its allegations
against benefit consultant

WASHINGTON-The Pension Benefit Guaranty Corp. is dropping
charges that a benefit consultant's negligence damaged an employer's pen-
sion plans and the PBGC's pension insurance program.

In a suit filed last year, the PBGC alleged that George B. Buck Consult-
ing Actuaries, a subsidiary of Buck Consultants Inc. of New York, un-
derestimated the likelihood that Mesta Machine Co.'s pension plans would
have to pay special early retirement benefits to workers because of plant
shutdowns (BI, Sept. 2, 1985),

The PBGC lawsuit sought unspecified damages from Buck for losses
suffered by the agency's insurance program as a result of Buck actions.
The PBGC also had asked the court to bar Buck from preparing and sign-
ing actuarial valuation statements for clients unless the statements were
reviewed and approved by other consultants.

The PBGC took over the plans in 1983 and assumed their estimated $56
million.in liabilities. Also in 1983, Pittsburgh-based Mesta filed for reorga-
nization under Chapter 11 of the Federal Bankruptcy Act.

In preparing annual actuarial valuations for Mesta's two defined benefit
plans between 1979 and 1983, Buck assumed the probability that the plans
would have to pay the so-called shutdown benefits was between less than
1% and 6%, the PBGC had said.

Since Mesta was shutting down operations at the time, Buck should have
given a higher probability that the shutdown benefits would be paid,
PBGC officials said. "The probable chances that shutdown benefits wiuld

, be paid may not have been 100%. . .but they were close to that. Certainly,
1% to 6% was not reasonable," PBGC General Counsel Edward Mackiewicz
said when the suit was filed.

Since the suit was filed, Buck has provided "newly disclosed" facts indi-
r eating that the consultant had changed certain actuarial assumptions to

take into account Mesta's troubled financial condition, according to a joint
Buck-PBGC statement released last week.

The statement also noted that many of the issues, such as how a com-
pany's financial condition should be taken into account in establishing
actuarial assumptions, have not been resolved by pension experts.

"Both Buck and the PBGC agree that these issues should be addressed by
members of the pension community," the statement said, adding that Buck
and several other actuarial consultants will conduct a study of these issues.

A Buck spokesman said, "We thought from the very beginning that the
charges were without merit. . .and this vindicates our position." .

Whafs your
compaq Dolicy on
Schizorenia?

It's a subject most people don't even like to
mention-let alone set special policy for. But you
could cover it, by including mental health cover-
age in your employee benefit package.

If there's a chance that your company is los-
ing money, through a lack of productivity on the
part of valued employees-and their benefit plan
doesn't include this vital coverage-please use
the coupon below.

The National Association of Private Psychi-
atric Hospitals has available a limited number of
copies of a study which analyzes this important
benefit. It candidly compares mental health ben-
efits to other benefits. It speaks to the question
of mental health benefit costs. And it tells a whole
lot more about subjects most people don't even
like to mention.

1IheNational AssociationofPrivatePs*bigtricHospdials

PLEASE SEND MY CONFIDENTIAL
COPY OF THE NAPPH REPORT TO:

Nsmp

Titip

Company

Artrirpqq

City/State/Zip

1319 F ST. N.W. • Washington, DC 20004 • (202) 393-6700

Exchange OKs liquor liability form
MIAMI-Underwriters at the Insurance Ex-

change of the Americas have approved a new
claims-made form and regulations for writing liquor
liability coverage. The exchange now writes the
coverage in Georgia, Texas, Florida and Wyoming.
Until Feb. 1, the cover was on an occurrence basis.

Leonard Traurig, a member of the Insurance Ex-
change Underwriters Assn. and general manager of
Ali$ Syndicate Inc., said the new form will include a
retroactive date that provides coverage from the in-
ception of the first claims-made policy.

Mr. Traurig said defense costs will be included
within the policy limits and that an automatic 60-
day discovery clause to report claims after the Policy
period ends will be included at no additional charge.

Punitive and exemplary damages are excluded
from the coverage, and one aggregate limit applies
to alllocations of a multilocation risk.

Mr. Traurig haid the association decided to begin
writing liquor liability cover on a claims-made form
"because of the current state of the market."

The exchange has said it feels the move to a

claims-made form for liquor liability insurance will
enable it to continue providing a market for the cov-
erage. Recently, other insurers have begun re-
stricting the amount of liquor liability coverage they
will write (BI, Dec. 23, 1985).

Exchange underwriters are providing up to $1
million in coverage and charge rates based on liquor
receipts. For example, a policyholder with $1 mil-
lion in coverage would pay $2.396 for each $100 in
receipts, with a minimum premium of $1,500.

Discounts of 25% are available to clients with re-
ceipts from $500,001 to $2.5 million; those with re-
ceipts of more than $2.5 million can get a 50% dis-
count. Exchange underwriters have eliminated
their discounts to private clubs and liquor stores,
and risks for liquor wholesalers and distributors
must be submitted for rating. Minimum premiums
for limits of $100,000 to $300,000 are now $1,000.

The underwriters also will continue writing li-
quor liability for special events on a selective basis.
The claims-made coverage has a minimum pre-
mium of $1,000.
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PHOENIX ASSURANCE
COMPANY OF NEW YORK
and

LONDON GUARANTEE i_f
& ACCIDENT COMPANY
OF NEW YORK
are pleased to announce
the appointment of
UJ m. H. mEGEF a co..inc.

as their Managers for
Ocean Marine, Inland Marine,
Commercial Multi-Lines,
Commercial Multi-Peril

and Related Property Coverages.

For underwnting information contact

MARINE UNDERWRITERS SINCE 1887

31 05' Q ), Four World Trade Center, New York, N.Y 10048
Telephone: 212-775-1300

161ex: 12-9249 · Fax: 212-524-6805

f Atlanta · Baltimore · Boston · Chicago · Columbus · Dallas · Detroit
Hamilton, Bermuda · Houston · Los Angeles · New Jersey, Clifton

New Orleans · New York Regional · Philadelphia · Pittsburgh
San Francisco · Seattle · Syracuse · Toromo · Vancouver

Correspondents throughout the World
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A BRIEF MESSAGE ABOUT INSURANCE

PLACEMENTS FOR

\

• Security Guards,

• Patrol Services,

• Detective Agencies,

• Armored Car Service,

• Alarm Monitoring and

• Alarm Installation

C 4

For more than a decade Cover X Corporation has
continuously provided a stable insurance product

for the Security Industry. During that time many
companies and agencies professing to "specialize"
in this industry have come and gone. In today's
difficult insurance marketplace most are simply
gone. COVER X CORPORATION IS STILL

HERE, providing that industry with custom tailored
GENERAL LIABILITY, PROFESSIONAL LIABILITY

and WORKERS COMPENSATION.

If you have current or potential clients in the security industry whose long range

interests lie in obtaining a quality insurance product in a stable market then you owe
them a Cover X quotation.

For further information or applications call or write

COVER CORPORATION
P. O. Box 5096, Southfield, Michigan 48086

Telephone: (313) 358-4010 - Telex: 23-5635

Insuring monsters
can be a pain in
the neck.
Feel like screaming for help? Turn to one of the largest excess
and specialty lines groups in the nation. We're creative and
flexible enough to handle even the most unusual insurance
problem. Without choking up. Call us.

CIS OFFICES: Kirkland, WA, CIS Northwest. Inc., 206/827-8702 • Sanford (Orlando) FL, Creative
Insurance Specialists, Inc. 305/321-2040 • Dallas, TX, Crump-Davis, inc, 214/363-7636 • Denver, CO,
Crump-Davis, Inc. 303/320-5300 • Houston, TX, Crump-Davis of Houston, Inc., 713/690-05CO •Tulsa,
OK, Crump-Davis. Inc. 918/496-3407 • Columbus, OH, Crump London of Ohio, Inc. 614/451-3636
• Memphis, TN, Crump London Underwriters (Memphis), 901/761-1770 I Waukesha, WI, Crump London
of Wisconsin. Inc. 414/547-7712 • Atlanta, GA, Crump-Loveless. Inc., 404/393-4788 • Morrisville, PA,

Crump Mid-Atlantic, Inc. 215/493-1704 • New York, NY, Crump-Northeast Risk Managers Ltd.,
212/425-7788 • Long Beach, CA, E.H Crump of California, Inc., 213/432-4420 • Los Angeles, CA, E.H
Crump of California. Inc., 213/388-4411 • San Diego, CA, E.H. Crump of California, Inc., 619/569-0200
• New Orleans, LA,GaM Marine, Inc.,/Surplus Lines, 504/588-9044

eis
CREATIVE INSURANCE SPECIALISTS

The Excess and Surplus Lines
Offices of the Crump Companies

Member of AAMGA and NAPSLO

League of Cities planning
to form reinsurance facility

By MEG FLETCHER

WASHINGTON-The National League of Cities plans to create a rein-
surance facility by spring to help insurance pools operated by member
municipal leagues find reinsurance support.

The cost of forming the facility, plus additional fees, will be passed on to
participating pools operated by members of the Washington-based national
organization. No estimate on the cost is available yet.

Formation of the facility was authorized by the league's board at the
organization's annual Congress of Cities convention, held late last year in
Seattle.

The board also gave the organization's executive director the authority
tc negotiate and enter into agreements to establish the reinsurance facility.

Plans are to file an application by mid-February to establish the facility
in Vermont. Vermont was chosen because member pools thought it appro-
priate to locate a facility for public entities in the United States, said Don-
ald L. Jcnes, special assistant to the executive director.

Alsc, Vermont expressed a willingness to work with facility planners,
and the state's capitalization requirements were acceptable, Mr. Jones ex-
plained.

Plans are to capitalize the facility with contributions from participating
pools. A pool is expected to contribute $1 in capital for every $3 in pre-
mium it pays, said Mr. Jones.

The facility will separate workers compensation risks from other risks,
although details are still being worked out, he said. "The hope is to have
the facility up and running to provide reinsurance in the spring."

There are 49 municipal leagues nationwide, with one in every state but
Hawaii. Of those, 22 operate self-insurance pools that provide a variety of
eoverages

"A substantial number of additional state municipal leagues also are
taking steps to form such pools," the board's resolution says.

About 10 of the 22 existing pools have taken the lead to assist in estab-
lishinE the "pool of pools," Mr. Jones said. He declined to identify them
until their governing boards formally authorize their participation.

New York-based Corroon & Black Corp.'s Advanced Risk Management
Services Division was named as broker for the facility in mid-November,
Mr. Jones said. The broker's willline up reinsurance for the facility.

Consultant Tillinghast, Nelson and Warren Inc. in Atlanta has been
hired to help gather and analyze loss data from proposed members.

The resolution says adequate reinsurance is essential to the continued
viability of existing pools: "The combined forces of declining interest rates,
lack of capacity within the insurance industry and expanding notions of
municipal liability on the part of the judiciary are likely to continue over
the next several years to adversely affect the capability of American cities
:o obtain both primary and reinsurance protection for their day-to-day
activities."

Participation in the proposed facility now is limited to league members.
However, the possibility of non-member pools joining in later has not been
ruled out, Mr. Jones said. .

Additional directors resign
Cook Data Services Inc. in Dallas

and International Soft Drinks Inc.

_n Minneapolis are among the latest
companies to lose members of their
boards of directors because of a

lack of directors and officers liabil-

ty coverage (BI, Jan. 27).
Cook Data Services has lost two

of its four directors. Robert E.

+H-H-H99*

1

D

Glaze and Vestor T. Hughes Jr. re-

signed following the Jan. 20 ex-
piration of the Dallas-based hold-
ing company's D&0 coverage.

Kenneth Anderson, president of
Cook Data, would not identify the
company's D&0 insurer but said
the decision not to renew the cov-

erage was made because Cook had
changed its business direction.

Cook's main focus had been on

producing computer software for
the oil and gas industry through its
subsidiary David P. Cook & Associ-
ates, he explained. However, that
company was sold and Cook re-
cently entered the video rental
business through subsidiary Block-
buster Video Inc.

Mr. Anderson said Cook hopes to
replace its D&0 coverage soon and
agents are gathering quotes from
insurers. He said he did not know if

the directors would return if cover-

age were found.
Mr. Glaze and Mr. Hughes have

agreed to serve as consultants to
the board of directors, he said.

International Soft Drinks Inc.

lost three corporate directors-one
of whom was also an officer of the

company-because it could not ob-
tain D&0 coverage.

The resignations of outside direc-
tors James F. Ehrlich and Howard

M. Zimmerman and of Gerald La-

pides, who also was the company's
vp and secretary, were disclosed
Jan. 22 in an 8K filing with the Se-
curities & Exchange Commission in
Washington. Mr. Lapides also re-
signed as a company official.

The company, which manufac-
tures and distributes a soft drink

called Champagne Brus, now only
has one remaining director and of-
ficer, Howard Lapides. Mr. La-
pides, the company's president and
treasurer, would not comment on
the resignations or on the com-
pany's insurance problems. .



New Jersey rules
Continued from page 2
to curb what the commissioner

conceived as abuses by insurance
companies, including midterm pol-
icy cancellations, blanket non-re-
newals, cancellations of entire lines

of insurance and midterm pre-
mium increases without adequate
reasons or notice to the insureds,"

said the 24-page opinion.
The regulations now apply to all

admitted insurers writing most
property/casualty lines. Excluded
are: surplus lines insurers; ocean
marine and aviation insurance;

out-of-state risks covered by poli-
cies issued in New Jersey; workers
compensation and employers' lia-
bility insurance; and fidelity,
surety and performance bonds.

Specifically, the rules prohibit
midterm premium increases
and/or any reduction in the
amount of coverage provided
under most policies without depart-
mental approval. They prohibit in-
surers from canceling blocks of pol-
icies or not renewing entire lines
without approval.

The regulations also prohibit is-
suance of notices of non-renewal or

cancellation unless the department
approves an insurer's underwriting
standards 90 days in advance. They
also prohibit changes in policy
terms and conditions when policies
are renewed, unless mutually
agreed upon by the policyholder
and the insurer.

Three insurer trade organiza-
tions-the American Insurance

Assn., the National Assn. of Inde-

pendent Insurers and the Alliance
of American Insurers-have un-

successfully challenged those regu-
lations in New Jersey courts.

In the Feb. 3 decision, the judges
rejected the insurers' "principal
contention that there is no statu-

tory authority for the rule."
The judges also found that the

rule does not violate the Commer-

cial Insurance Deregulation Act of
1982 and found "no merit" in insur-

ers' arguments that the rule will
force insurers into insolvency.

They also dismissed constitu-
tional claims that the rule "impairs
contractual obligations" and "takes
private property for public use be-
cause it compels an insurer to dedi-
cate a portion of its assets to insur-
ing risks which it does not wish to
insure and. . .may be construed to
preclude insurers from obtaining
premium increases in the ordinary
course of business."

The judges did not discuss the ap-
plicability of the rules to personal
lines coverages, except to note pro-
posed changes would exclude per-
sonal lines from the regulations.

Allstate Insurance Co. of North-

brook, Ill., decided not to appeal an
earlier decision in favor of the de-

partment because of Ms. Gluck's
support of a proposal to remove
personal lines from the rules.

John J. Nangle, assistant vp and
assistant general counsel for the
NAII, said, "We are very much dis-
appointed" by the latest decision.

"We are considering our options
regarding appeal," added Patrick J.
O'Brien, the AIA's senior counsel.

However, the judges' unanimous
decision makes it more difficult for

insurers to seek a review by the
state Supreme Court, said Deputy
Attorney General John J. Hayden.
Ms. Gluck noted that while some

insurers are following the rules,
there have been a couple of dozen
instances of insurers "thumbing
their nose" at the regulations, in-
cluding multiple offenses by a sin-
gle insurer, she said. The depart-
ment can levy fines of $2,000 for
the first offense-$5,000 if it is will-
ful and wanton-and $3,000 for
each subsequent offense, she said.

Meanwhile, insurers and regula-
tors agree that very few new risks
are being written in New Jersey.

"Insurers are being very timid
about writing new business, and
justifiably so," said Mr. O'Brien.

However, insurers are writing

little new business anywhere, Ms.
Gluck noted, pointing out that the
regulations have preserved cover-
age for existing policyholders.

Even if the latest ruling is not
appealed, the regulations are not
expected to remain in their current
form for much longer.

Replacement regulations are cur-
rently being hammered out with
industry representatives. The new
rules will eliminate some require-
ments particularly onerous to in-
surers, like the requirement that
insurers provide equivalent cover-
age upon renewal, she said.

In another development, Ms.
Gluck will resign as insurance
commissioner in the spring to head
the state's Transportation Depart-
ment, which is "a much larger de-
partment," according to a spokes-
man for Gov. Thomas Kean.

She will be replaced by Kenneth
D. Merin, her predecessor, who left
the Insurance Department less than
a year ago to direct policy and
planning for Gov. Kean. .
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4 66Thanks to CNAs LTD program,
I'm preparing for a new career in medicine,

not permanent disability:'

V

r.

r

"I'd been in the medical field for over 15 years when an the service behind it. And truly good service requires the knowl-
injury left me with severe physical limitations. 1 could no edge that comes with experience. With over 40 years in the LID
longer do my job. Fortunately, our Group LID program was business, we've gained the expertise to provide the quality
with CNA Insurance. Their claim representative suggested service and extra effort that our clients rely upon. Like a proven
I return to medical school to study another specialty that I rehabilitation program providing employees a chance for a
would be physically capable of handling. CNA paid to relocate new and productive career.
my family. And, they're paying full benefits until I can begin CNA has the experience to handle claims with the special
working again. I'm optimistic that I will return to a attention they deserve. Have your broker contact us to discuss
satisfying career." our Group LID plans and what they can do for you.

This is an actual case history. Coverage is underwritten by Continental Casualty Company, one of the
CNA believes that Group LID coverage is only as good as CNA Insurance Companies.

CNA ®
For All the Commitments You Make
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Political risk be costing him 23% of the insured be selective," said Mr Svensk contract frustration at home and questioning at the moment
value," says Mr Martin But despite the pitfalls the three abroad, embargoes and license can- whether we should offer faculta-

Continued from page 2 "There would be more business if new markets for such insirance cellation at home and abroad, can- tive reinsurance to primary un-
pudiation of contracts resulting ratir.g structures were better," says are now available cellation, transfer delay, war or "fi- derwriters-which would solve
from political acts of the host cotn- BankAmerica': Mr Eve "The PanFinancial is considered by nancial loss" and other government some underwriters' problems "
try price tencs to be expensive, and eli- many brokers in London to be an acts TCU offers one basic policy

Other widely written forms of ents feel that tney cannot afford exciting new market Another feature of PanFinan- form The risks Include export

political risk insurance include it " "PanFinancial has a good start cial's policy is that there are very credit, contract repudiation and
coverage against confiscarion, ex- The main underwriters in politi- with good wordings, reinsurance in few exclusions note non-payments

propriation and nationalization of cal risk coverage are in Lloyd's of place, good underwriters and they PanFinancial says it is not liable Like PanFinancial, TCU limits

assets by a foreign government, London, American International will be selective," said Simon Scott, for any loss arising from physical its exclusions to the failure of the
and currency in convertibility Group Inc and the three new mar- director of Britain's leading politi- damage or those arising directly or insured to perform or improper
covers kets sour2es say cal risk insurance brokers, Invest- indirectly from acts or omissions by documentation from the policy-

Another type of coverage, export In add.tion, government agen- ment Insurance Interna-ional the insured, including, but not lim- holder and the failure of the policy-
credit insurance, protects against cies, like the Overseas Private In- (Managers) Ltd, a subsidiary of ited to fraudulent, dishonest or holder to show material disclosure
the losses from the non-payment of vestment Corp and Export-Import Hogg Robinson Group PLC criminal acts, insolvency, and documents TCU does not ex-
goods after they have teen re- Bank in the Umted States, as well PanFinancial is backed by ltS bankruptcy or financial default of clude war or nuclear risks
ceived by foreign buyers as the Export Credit Guarantee shareholders, Continental Insur- the policyholder, or failure of the Another newcomer, Trade In-

These coverages are expensive, Department in the United King- ance Corp in the United States, the policyholder to comply with any demnity, has not had the kind of
especially because the client must dom, write political risk coverages Skandia Group in Sweden and Ya- policy warranties or conditions welcome it expected

"

consider other factors besides pre- These underwriters, too, are suda Fire & Marine in Japan. all of Basically, if it is in the policy- A leading British credit insurer
mium to calculate the cost for cov- being very selective about the risks which are the principal reinsurers holder's control, don't expect us to since 1918, Trade Indemnity moved
erage, says David Martin, direc:or they will underwrite, which may of PanFinancial The compaiy has pick up the bill," said Mr Roberts into political risk insurance in May
of political risk for BankAmer.ca be one reason policyholders feel a paid-up capital of 9 million The policy can be written for 1985 to write the gamut of cover-
Insurance Brokers Ltd there is a capacity shortage pounds three years and typically covers ages It hired Jerry Friend from the

A client, for example, ma> pay a M r Svensk says most political Just last month, PanFinancial in- 90% to 95% of the amount at risk, ECGD to manage ltS export divi-
premium of 3% of insured value for risk underwriters only insure about troduced the first of seven Folic.es although the policyholder may be sion, found a quota-share reinsur-
a contract frustration insurarce 5% c f the submissions they see Of it plans to launch asked to accept a larger participa- ance treaty led by Lloyd's Merrett
policy, he said But the client may the 1,000 submissions that TCU has It's called "contract comEletion tion, said PanFinancial Syndicates Ltd, a leading political
also be asked to co-insure cr self- seer sinie it open€d last July, insurance " Although lt pr)vides PanFinancial will not discuss risk insurer, and began offering po-
insure the first 10% of the coverage "we'll underwrite a ccuple " traditional contract frustraticn cov- limits, but sources say that the com- litical risk coverage
Then, the client may have to wait Adds Mr Martin of BankA- erage, "we thought that the words pany probably can write between With ample reinsurance, in fact,
360 days for claims payment, losing mer ca, "There are some very hairy 'contract frustration' were too neg- $4 million and $5 million per risk, Trade Indemnity has no problem
the interest on that money policies in the market at the mo- ative," said Martin Roberts com- which is comparable to the capacity offering $50 million to $100 million

"So overall, the insurance may ment The world lS not a safe place mercial director of PanFinancial of a Lloyd's syndicate of political risk coverage, Mr
and is ge nerally promoting debt "So we thought it would be much Another of the new political risk Friend said
There are real pc litical risks more positive to say contrac: com- underwriters, TCU in New York, is But the Trade Indemnity Export

Executive Placement pletion because that iS what the eli- a managing general agent for Credit and Political Risks Policy isthere "

Nationwide specialists in Mr Svensk noted that between ent is looking for," he said Aetna Casualty & Surety Co TCU actually a political risk endorse-

COMPENSATION & BENEFITS 197C and 1983, only 10 countries The policy, which provides cov- is managed by Mr Svensk, who ment to the company's export
V.1.P RESOURCES, INCj had to reschedLle their debts, but erage for individual overseas con- was previously president of AIG credit insurance And, the coverage

278 Cratton Avenue in 1983 alone, 20 nations had to res- tracts, includes some or all of the Political Risk Inc is for the entire revenues of the

Staten Island, NY 10314 checule 'Herein lies the problem, following risks public buye- non- Brokers say TCU is more company up to 200 million pounds,
(718) 494-6725 Joseph Gross and as an underwriter you have to payment, public buyer repudiation, designed to write large credit and rather than for individual contracts

political risks When it began in in individual countries
July 1985, TCU advertised that it 2 The product is not designed for
could write $50 million limits for clients who want political risk cov-
governments and government erage on $1 million to $10 million

.. I . .. .,
. agencies that wanted coverage and individual contracts

$5 million for private companies Mr Friend says the coverage
However, Mr Svensk says these "has not been as successful as we

A i
D limits for government entities have would have liked I talked to bro-

been scaled down to about $25 mil- kers 10 months ago to ask them
lion what requirements they would like

D D But, of the 1,000 submissions that to see, and they said that we needed
TCU has seen, "none needed more political risks coverage, so I got po-
than $20 million of coverage any- litical risk coverage I found it sur-
way," said Mr Svensk prising that it hasn't been more

1 1 Aetna takes half of any r.sk and successful "
the rest is facultatively reinsured, Last month, Trade Indemnity
said Mr Svensk. made three presentations to bro-

And TCU is considering getting kers in London and two other Brit-
into the political risk reinsurance ish cities to Inform them about

1, it I , field itself, on a facultative basis what the insurer has to offer
.

. If primary underwriters were "Basically, we want to get across

1
willing to reinsure each other, to the brokers that we are flexible

there would be more than adequate in the facilities we can produce,"
I ..=' : capacity," said Mr Svensk "We are said Mr Friend

-
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New syndicates
..:. :21%%..4:1

.
car & boost IlE's volume

It*

dicates helped boost the gross pre-: r. - 27.....4-Vie-/le.

CHICAGO-Newly formed syn-

truck mium volume of the Illinois Insur-

I.
ance Exchange to $79 9 million for
calendar year 1985-a fivefold in-Rental
crease over the previous year

, Y <' 54: +L
Continental Underwriters. Ltd, has More than half of the premium
earned the confidence and respect cf insurance volume-53 6%-came from busi-

a large and impressive clientele ness written by seven syndicates
k,·>,,4 '-*,I -g3/-'-_--4---Y2*9-55-- because those terms "average" ard  formed in 1985

- I

.
+ --.r-li

1 1. "business as usual have no part in cu * A + Admitted Major Carrier The 4-year-old exchange re- 2 L,r -2tsb --2- --L f] professional voccbulary During our * Coast to Coast ported gross premium volume of
4 numerous productive years in the marine * 25 years continuous stable $152 million in 1984, $7 milhon in

4 zi _+ insurance business, we have beer dis
-dc » Rental Market 1983 and $2 4 million in 1982, its

Irr * '-St-p tinctly unusual in our durability and first full year of operation
staying power in trying hines Equally * Fast Quotes

Premiums written by seven new
unusual is our willingness to underwrite * High Limits syndicates on the exchange totaled
Hull and Machinery plus Primary and * VERY COMPETITIVE RATES

some $42 8 million An eighth syn-
Excess Protection and Indemnity And (213) dicate approved late last year bymost unusual of all is the consistent

6 the exchange's board did not beginquality of our performance which gives
an added measure of security to our 653=5060 writing until after Jan 1

Of the business written by theclients So if you don't find "average"
4

/

4- appealing, please give usa call BEDFORD new syndicates, Titan Holdings
Syncidate Inc, which began under-

INSURANCE SERVICES, INC. writing in October, lS responsible
7966 BEVERLY BOULEVARD for $13 2 million or 30%

I' LOS ANGELES, CA 90048 4590 Some $36 6 million of the gross
Continental premiums wntten are attributable

to three syndicates that have been

Underwriters, Ltd.
year Of those, LWB Syndicate Inc,

419 Decatur St

on the exchange for more than a

owned by L W Biegler Inc in Chi-
New Orleans. IA 70130 cago, wrote $336 million, more

$
Telephone (504} 581-7493i "We wrote the book"

Telex 754622 CULT[) UD
; than any other HE syndicate LWB

f

Telefax (504) 581-7497 0 1982 Unico American Corp wrote $12 4 million in 1984, which
A Crusader insurance Product was about 80% of the IIE's gross

4

4 "Lloyd's. London, Correspondents" premium volume that year

1
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CONTINUITY

When the competition is fierce and the
stakes are high, you can't afford to break
your stride and interrupt continuity for even
a moment.

In the fast-moving, non-stop world of
risk management and employee benefits,
continuity means keeping your name
constantly before the frontrunners of
the industry.

Continuity assures that the people who

NewYork: 220 East 42nd Street, NY 10017 (212) 210-0133

saw your advertising message last week
won't forget it next week.

That's why, week after week, BI is there
to relay your message to the leaders in risk
management and employee benefits.

It's the weekly pages of BI that the
decision-makers turn to for all the news and

developments in your industry.
Business Insurance. Stay ahead in what

just may be the toughest race around.

business
insurance

a publication of Crain Communications Inc.

The game plan that works.

Chicago: 740 Rush Street, IL 60611 (312) 649-5276 Los Angeles: 6404 Wilshire Blvd.,CA 90048 (213) 651-3710
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the professional marketplace
RATES AND CLOSING TIME:

Rates: Display classified is $79.50 per column inch, minimum of one inch. Straight Closing. Published every Monday. Copy must be in written form by noon
classified is $6.50 per hne, mmimum of 5 lines. Count 34 characters per line (include Tuesday. 6 days preceding publishing date. No verbal phone copy accepted.
each space and punctuation as a character). Additional $13.00 charge for blind box Prepayment required Mail ads to Beverly Kluxdal. Classifted Advertising.
ads Only those responses which fit into a business size envelope will be forwarded. 740 N. Rush St., Chicago, IL 60611. For more information call 312-649-5340
Responses are forwarded daily.

LOSS CONTROL SPECIALIST

CONTRACT BASIS REINSURANCE
Individual/or firm to perform loss TRENWICK AMERICA RISK MANAGER
control services Obtain 'Request for OPPORTUNITY City of Portland, Oregon ($45.698annually, pluscomprehensive City
Statement of Interest and Qualifica-
tions' Jefferson County Purchasing REINSURANCE CORPORATION -paid benefits pkg ) Plan, cevelop and guide the risk management

Department, 1700 Arapahoe Street, Professional reinsurance un- policy of the City. develop and manage self-administered, self-in-

Golden, CO 80419, or call (303) 277-
8585 Deadline-March 15,1986

derwriting company available sured programs providing workers comp and liability coverage for

for acquisition Fully staffed (Connecticut) City, establish and maintain an aggressive and effective program to

Excellent opportunity in the Carolinas
preventand minimize losses Degree in Risk or Business Administra-

Large profitable portfolio Ex-
with national brokerage for commer-
cial property casualty producer Large cellent opportunity to estab- $48,000,000 tionhighly desired Application mustberec'dor postmarked by Feb-

ruary 28,1986 Resume witt-out application will not beaccepted For
accounts experience preferred Send tish a reinsurance company application contact
complete resume to

Box 1956, Business Insurance Needs only financial backing CAPITAL AND SURPLUS PORTLAND CIVIL SERVICE BOARD
740 Rush St , Chicago, IL 60611 Confidentiality guaranteed 1220 S W 5th Ave , Room 100
MARKETING/SALES EXECUTIVE Reply to Admitted Property and Casualty Portland, Oregon 97204

Nation mde dental consulting firm
seeks marketing/sales executive with Box 1949, Business Insurance 503-248-4352

minimum 5 years experienceselling to 740 Rush St, Chicago, IL 60611 Reinsurance
Fortune 500 companies and the insur-

EOE

ance industry Applicant must under-
stand insurance business, dental back- 21 Charles Street 59 John Street
ground a plus Must be willing to trav- SURPLUS LINES

Westport, Connecticut06880 New York, New York 10038el, bright and aggressive go-getter for UNDERWRITER
our expanding company Excellent Telephone (203) 226-8116 Telephone (212) 608-6166
salary & commission. 10OK possible Excess and Surplus lines MGA 1% RISK MANAGEMENT
for top salesperson Send resume. in seeks experienced general liabil-

Telex 643-679 Telex 125-017

confidence to B Dillon, 315 Fifth ity excess and surplus lines un- Fax (203) 227-7349 Fax (212) 406-9894
Ave, 6th floor, NY, NY 10016 or call

ASSOCIATES
212 696-5800 derwriter We area rapidly grow- (12/31/85)ing Wisconsin based MGA deal- k932 Occidental Petroleum, an international company

ing in specialty lines Candidates headquartered in Los Angeles, has two excellent new

FOR SALE- with E&S company experience opportunities m Risk Management
will be given first consideration

MGA LICENSE This excellent careeropportunity ANALYTICAL/FINANCIAL POSITIONS 1* One position is for a Risk Management Associate m
offers an excellent Benefit  the property area Qualified candidates for this 

TEXAS LICENSE FOR SALE. package plus proven stability thru Consulting/Brokerage firm specializing in placement and  Position will possess a business degree in Finance or
all market cycles If interested management of Guaranteed Investment Contracts (GIC's) #r Accounting plus 35 years experience m prop- 5*

Reply to: please send resume with salary has been purchased by San Francisco investment advisor  erty claims adjusting and/or property insurance <
Box 1951, Business Insurance requirements to underwriting The second position is in the casualty

740 Rush St. Chicago. IL 60611 Box 1955 Business Insurance
with over $6 Billion under management §f« area Qualified candidates for this position will

740 Rush St, Chicago, IL 60611 Two positions need to be filled asa result of this association
*= possess a business degree plus 3-5 years experience m
 casualty Insurance underwriting and/or casualty

1 INSURANCE INDUSTRY FINANCIAL ANALYST * claims
LOSS PREVENTION MANAGER

VERMONT This position requires a self-starter with strong fi- *f Also desirable for these positions are certifications as 5
Catholic Mutual Group seeks a prop- nancial background to develop and maintain a t* a P,operty Casualty Underwriter and an Associate in 2*
erty and casualty loss prevention eng,- credit rating and ranking system of insurance com-

ence to direct and coordinate loss pre-

Vermont's leading insurance agency

neermtha minimum of 7 yearsexpert- seeking 4 commercial property casualty

This position requires an individual with experience

Risk Management

producers with a minimum3-5 years ex- panies (stock and mutual) Occidental offers a competitive compensation and
benefits package and career advancement opportun

vention services for Catholic Church penence for our offices located,n Bur- 2 MANAGER-CONTRACT PLACEMENT DEPARTMENT ttles Please send you r resume and salary history to
properties throughout the United lington White River Jct-Hanover area,

States Proven loss prevention skills Brattieboro-Keene area and Killington Employee Relations
with major insurance company a must in underwriting, pricing and execution of GIC'sand

If you are self-motivated andlooking to
Competitive starting salary plus excel-

OCCIDENTAL PETROLEUM
10,n a highly professional, growing Single Premium Group Annuities (SPGA's)

lent benefit program Send complete re- agency then thus ts an excellentoppor- Interested parties should contact
sume including salary history In confi-

 xy CORPORATION
tunity for you 10889 Wilshire Boulevard

dence to David M PeNy
Send resume in confidence to

Los Angeles, CA 90024

Donald E Ruth CERTUS Certus Financial Corporation Equal Opportunity Employer 
Catholic Mutual Group

Ned Pike, President

KINNEY, PIKE, BELL & CONNER, INC FINANCIAL 44 Montgomery Street, #2160
4223 Center

EXCELLENCE.
P O BOX 370

Omaha, NE 68105 CORPORATION San Francisco, CA 94104 1 7 L IT'S A TRADITION AT OCCIDENTAL.
RUTLAND, VERMONT 05701 415/391-1501

91 1, D A 'ACUTATIVE/
TREATY
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Medium size Insurance brokerage company SUPERVISOR
with principal office located In New Jersey Balance The Art Of The Possible
seeks individual with accounting or legal
background to supervise administrative and With The Power Of The Individual. Risk Managennent
sales personnel. Background must include a Be Part Of Our Corporate Relocation To Atlanta! Southern California Gas Company ts the nation's
successful track record in office administra- RFC INTERMEDIARIES, INC ts a renowned facultative and largest distnbutor of natural gas We seek a capable
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our Corporate Headquarters to Atlanta, we are providing pro-
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fessionals the unique opportunity to combne the power of their
reer opportunity Send resume with salary his- supervision of personnel

talents with the possibilities of these dynamic opportunities
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Reagan budget of-hving adjustment for retirees' tion noted that in the private sector budget, OSHA says it will issue 14
benefits full retirement benefits generally safety and health rules in fiscal Equal

Continued from page 3 After 1987, future COLAs would are not available until age 65 1987, compared with 12 in the cur-
employees and spouses who are be- be limited to the percentage change • Changing the basis for deter- rent fiscal year

Opportunities
tween 65 and 69 in the Consumer Price Index, mining pension benefits for future OSHA inspectors are estimated to

The proposed budget also calls mmus two percentage points retirees Pension benefits would be make 71,400 worksite inspections
for major changes in the Civil Ser- For example, if the CPI rose 5% based on a worker's highest five in fiscal 1987, virtually unchanged

Each weekly issue of

vice Retirement System, which in 1988, federal retirees' pension years of salary, instead of the high- from 71,303 inspections that were Business insurance gives
covers 47 million federal workers, benefits would be increased by 3% est three years of salary performed in fiscal 1985
retirees and survivors Proposed Currently, pension benefits are The administration says over- The recently reorganized Office you an equal opportunity
changes to the program, which will boosted annually to match the full hauling the Civil Service pension of Pension and Welfare Benefit to reach and motivate
pay $25 billion in benefits this year, increase in the CPI, while only 3% program by reducing future bene- Programs, which helps administer
up from $2 8 billion in 1970, in- of private pension programs are fits and increasing employee con- the Employee Retirement Income Bl's more than 125,000
clude fully indexed to the CPI, the ad- tributions would reduce the federal Security Act, estimates that it Will

• Increasing to 9% from 7% em- ministration said budget deficit by $156 billion over issue 2,892 ERISA-related exemp- purchasing influentials
ployee contributions toward the • Reducing the benefits paid to the next five years and begin the tions, variances, determination let- top administrative
cost of their pension benefits early retirees by 2% per year for . long-overdue process of putting ters, interpretations and regula-

This increase is long overdue, the those retiring before age 62 Cur- the government pension and finan- tions, down from 3,435 m 1985 and financial executives,
administration says, noting that rently, full retirement benefits are cial house in order " However, the pension office ex-

while government contributions to- available to federal employees who Elsewhere, the administration iS pects to conduct a total of 2,245 plan risk managers, employee

ward the Civil Service Retirement retire as early as age 55 The aver- asking Congress to appropriate reviews and investigations, up benefits managers and
program have increased 2,703% age federal employee retires at age $225 million for the Occupational from 1,675 in fiscal 1985
since 1960, employee contributions 60 Safety and Health Administration, A proposed budget for the pen- the agents and brokers
have increased by only 474% In support of this new early re- up from $218 million in 1986 mon office was not available last

who serve their needs
• Eliminating next year's cost- tirement penalty, the administra- In the administration's proposed week

Administration urges privatizing OPIC When you want to reach

your prime audience,
the Business insurance

By JERRY GEISEL would leave a vacuum in the political risk insur- vate insurers (see story, page 3)
ance market that commercial insurers would be Because OPIC provides coverage not available audience is unequalled I

WASHINGTON-The Reagan administra- hard-pressed to fill, experts say in the commercial market, it really isn't compet-
tion's goal of shifting more federal programs to "There is a real question whether private in- ing with private insurers, said Francis X Boylan,
the private sector could cost companies a pri- surers could provide the same breadth of cover- managing vp of Alexander & Alexander Inc 's PUBLISHING   CLOSING
mary insurance market for political risk insur- age that OPIC offers," said William L Mather, Foreign Credit Division in New York DATES
ance administrator-risk management at Gillette Co in But the private market has certain advantages

DATES

The administration is recommending in its Boston, which purchases OPIC coverages to pro- over OPIC
proposed budget for fiscal 1987 that the Overseas tect its investments in about 10 countries For example, OPIC only can offer coverage for Jon 6 Dcc 20

Private Investment Corp, the federal agency While commercial insurers, like OPIC, write new investments, a restriction that private insur- Jan 13 Doc 0-7

that provides various political risk coverages to coverage for currency inconvertibility and ex- ers do not face
U S companies investing in less developed coun- propriation, OPIC is the only meaningful market In addition, OPIC cannot provide coverage for Jan 20 Jan O

tries, be privatized for physical damage caused by war, revolution, an overseas investment project that would re-
Starting this year, an interagency task force insurrection and civil strife, said Bill Jasper, a vp duce Jobs in the United States Private insurers

Jan 27 Jan 11

will examine various privatization options, the in the Los Angeles office of Johnson & Higgins do not have to consider a proJect's effect on the Fcb 3 Jan 22
administration said in its budget proposal In addition, OPIC will extend coverage for up U S Job market in deciding whether to offer cov-

It isn't exactly clear what the administration to 20 years on a risk Political risk insurance erage
Fob 10 Jan 20

means by privatization, since the budget pro- written by private insurers, like underwriters at Experts believe that OPIC and the private Feb 17 Fcb 1
posal doesn't provide full details Lloyd's of London and American International market both are necessary to meet employers'

Conceivably, it could mean turning OPIC into Group Inc, rarely will write a policy for more political risk insurance needs Feb 24 Feb 11

a private insurer, free of any connection to the than three years "I'm in favor of the private market playing Mar 3 Feb 19
federal government Or, it might mean the dis- Also, no private insurer can match OPIC's ca- more of a role, but there still is a role for OPIC to
mantling of OPIC and forcing employers to try pacity of providing up to $100 million of cover- play," said Gillette's Mr Mather Mar 10 Feb 26

to find all their political risk insurance coverages age on a project, said Mr Jasper In fiscal 1985, OPIC wrote more than $5 billion

m the private market OPIC also is more likely to offer coverage in in political risk insurance coverages and re-
Mar 17 Mar 4

If that were the case, the destruction of OPIC countries where the risks are greater than pri- ported a net income of about $100 million • Mar 24 Mar 12

Mar 31 Mar 19

Asbestos decision
Cameron-Webb

Insurance company attorney Fred Gregory said Apr 7 Mar 26
the decision was very significant for insurers in as- forms consultant

Cont:nued from page 2 bestos litigation Apr 14 Apr 1
bility insurance for Armstrong during that period "This is the first ruling on what the exclusion MIAMI-Peter Cameron-Webb, Apr 21 Apr 8

The insurers argued that the exclusion for 44asbes- means," he said, adding that Judge Brown was not former chairman of now-defunct

tosis" meant that coverage for all asbestos-related swayed by arguments he should abandon rules of PCW Underwriting Agencies Ltd Apr 28 Apr 15
diseases should be excluded because the insurers and contract interpretation on what the parties intended at Lloyd's of London. has resigned May 5 Apr 23
Armstrong intended that the exclusion for "asbes- in favor of a forced construction advocated by Arm- as an underwriter for a syndicate

tosis" took in the whole asbestos health problem. strong on the Insurance Exchange of May 12 Apr 30
Thus, not only asbestosis, which is a scarring of Mr Gregory, with the Los Angeles firm of Gib- Americas and is opening a Miami May 19 May 7the lungs, but other asbestos-related diseases such as son, Dunn & Crutcher, represents Aetna Casualty & consulting firm, sources confirm

lung cancer and mesothelioma, a cancer of the lining Surety Co and Bird & Cos, the name given to cer- The firm, called International May 26 May 13
of the lung linked to asbestos exposure, should also tain London market underwriters Consultory Management Services, Jun 2 May 20be excluded, they argued Attorney Jeff Carlisle, who represents National will provide "insurance under-

Among Armstong's arguments, however, was that Union, agreed that the decision was important writing consulting" services, said Jun 9 May 28
the court should look to the plain meaning of asbes- "We were very delighted Judge Brown focused on an employee at Usher Syndicate
tosis for its decision and that, if anything, only as- what the intent of the parties were in making the Ltd at the IEA Jun 16 Jun 4

bestosis should be excluded decision," he said. Mr Cameron-Webb was em- Jun 23 Jun 10
It also argued that if it has more than one mean- Mr Carlisle, with the Los Angeles firm of Lyn- ployed by Lincoln Underwriting

ing, the language lS ambiguous, and thus the policy's berg & Nelsen, added that the decision could help Management Inc, the company Jun 30 Jun 18

interpretation should be construed in Armstrong's insurers as they litigate the interpretation of similar that manages the Usher Syndicate Jul 7 Jun 24
favor, which would mean the more limited defini- language in other cases and possibly might be an He primarily wrote marine cover-
tion indication of Judge Brown's approach in other ages (BI, Sept 2,1985) Jul 14 Jul 1

In his decision, Judge Brown agreed with the in- phases of the California insurance litigation Mr Cameron-Webb could not be
Jul 21 Jul 8

surers Attorneys said it is too early to tell what impact reached for comment

"The clause . which excludes 'all liability result- the decision will have on Armstrong's coverage in The Usher employee said Mr Jul 28 Jul 16
ing from asbestosis' applies to all liability resulting asbestos litigation because the trigger of coverage Cameron-Webb would serve as the

from asbestos-related bodily injury claims, and not has not been decided new venture's president She said Aug 4 Jul 23
simply to the disease known specifically as asbes- Judge Brown will decide later whether Arm- the company would begin operat- Aug 11 Jul 29
tosis," Judge Brown said strong's coverage is triggered by a victim's exposure ing Feb 12 and until phones were

"The court determines that it was the mutual in- to asbestos, called the exposure theory; the manifes- installed at the downtown office, Aug 18 Aug 6
tent of the parties that this meaning attach to the tation of an asbestos-related disease in a victim, or Mr Cameron-Webb could be Aug 25 Aug 13
language used in the asbestosis exclusion," the Judge the manifestation theory, or both, including a la- reached through the syndicate
said tency period, known as the "triple trigger" theory While in London, Mr Cameron- Sep 1 Aug 19

He added that this interpretation also applies to Because the insurance policies containing the as- Webb was chairman of PCW, a

excess umbrella policies incorporating the asbestos bestosis exclusion were issued from 1977-1982, a Lloyd's underwriting agency that
Sep 8 Aug 26

exclusion by reference and to the policies that follow court decision in favor of the exposure theory would managed six syndicates controlled Sep 15 Sep 3
form to the policies containing the asbestosis exclu- probably not have much impact on Armstrong be- by Minet Holdings PLC
sion cause most victims' exposure took place prior to Minet sued Mr Cameron-Webb Sep 22 Sep 9

But the court said the asbestosis exclusion does not those years and seven others, charging that Sep 29 Sep 16
apply to property damage claims, to which some- However, under the triple-trigger theory, Arm- from 1979-81, losses of as much as

but not all-of the insurers argued the exclusion also strong could tap the 1977-1982 insurance It could 130 million pounds ($181 4 million
applied also exhaust other Insurance before that, however at today's exchange rates) incurred

An attorney for Armstrong said the company was And with a decision for the manifestation theory, by the 1,500 members of the syndi-
looking into the possibility of an appeal but had not which says coverage lS triggered when a disease is cates were the result of misappro- . business
yet decided if it would do so manifested in the victim, many cases would fall into priation of reinsurance premiums

"I was gratified Judge Brown ruled in our favor the 1977-1982 years and under-reserving for claims msurance
with respect to property damage and disappointed However. in light of Judge Brown's broader inter- Although Lloyd's has alleged
he did not rule in our favor on the hmited meaning pretation of the "asbestosis exclusion," coverage that Mr Cameron-Webb played a New York: (212)210-0133
of asbestosis," said John Heintz, with the Washing- would not apply to these bodily injury claims, Mr role in the misappropriation, for-

Chicago: (312)649-5275
ton firm of Covington & Burling. Gregory said mal charges never were filed

- against him (BI, Nov 18,1985) . Los Angeles: (213)651-3710

1
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Jail coverage Perry Winget, executive director

Searle ends sale of IUDs 'We're at the mercy of the Missouri County Sheriff's
Continued from page 3 Assn, says the association had con-

Continued from page 3 stems from the federal Civil Rights
of the carriers. I'm

sidered adopting a program similar
filed for protection under Chapter 11 of the Federal Bankruptcy Act Act, which allows Inmates to sue not sure I know what to Florida's for some time, but "we

because of mounting liability claims against it (BI, Aug 26, 1985) their Jailers in federal court for al- got real serious" when premiums
However, a Searle spokesman maintains any comparison between leged civil rights violations The act the answer is,' says shot up and several departments

the cases is like comparing "apples and pineapples " For example, has no statute of limitations and no Sheriff Germond. could not buy coverage
Searle voluntarily discontinued sales and had the approval of the cap on liability The Missouri pool has about 40
FDA, he said While law enforcement officials members, he said

So far, Searle has been named in 775 lawsuits by women who used maintain that many of the suits And, sheriffs from several other
the CU-7 or TATUM-T Of those, 305 suits are pending and 470 have filed by county Jail inmates are "find and keep competent attor- states have approached the Talla-
been settled or dismissed One-third of the 470 were dismissed with- "frivolous," they acknowledge that neys" who have experience work- hassee, Fla, consulting firm that
out payment to plaintiffs others are valid, stemming from ing with civil rights litigation, Mr set up both pools-Hunt Insurance

The company says it has won eight of 10 cases that have gone to overcrowding and prison condi- Chapman says Group Inc -to inquire about the
trial The two plaintiffs' verdicts against it included one in 1979 for tions that do not meet minimum Markel receives about 400 appli- possibility of setting up their own
about $70,000 that was settled for $60,000 prior to an appeal In 1983, federal requirements cations for coverage each week, ac- pools
the company was hit with a $350,000 verdict, but settled that case for Richard L Germond, sheriff of cording to Mr Chapman, who says Florida's program has been in
$250,000, also before an appeal Lenawee County, Mich, and presi- the MGA accepts only about 30% to place for seven years, explains

In recent months, the company says it has successfully defended dent of the National Sheriff's Assn, 35% of those submissions John Hunt Jr, president of Hunt
the CU-7 in four jury trials, but at a cost of $1 5 million says his department paid $13,000 The two most important reasons Insurance Group The pool is

And, many more suits may be brought One plaintiffs' attorney for $1 million in liability coverage why Markel will reject a risk are designed to give sheriff's depart-
said that while his firm has only filed about 15 suits, it is evaluating in 1984 In 1985, the same coverage that a government lacks an up-to- ments in the state a "a stable mar-
"hundreds" of claims, some of which are ready to be filed cost $49,000, with a $10,000 deduct- date policies and procedures ket they can depend on year after

The suits generally allege the IUDs cause pelvic inflammatory ible He would not identify the in- manual for officers, or it operates a year," he says, because county
diseases, ectopic pregnancies, perforated uteruses and infertility. surer Jail without 24-hour supervision sheriffs are "tired of being at the

Sales of the IUDs in the United States generated approximately That coverage expires June 31, But many rural communities in mercy of the insurance industry "
$11 million in revenues for Searle last year "and I hope they renew us," Sheriff the Midwest historically have not The Florida pool has had Just one

The CU-7 lS the most frequently prescribed IUD in the United Gerrnond says had 24-hour supervision for county rate increase in seven years of op-
States It was first marketed in 1974, and along with the TATUM-T He also notes that in 1984, the de- jails, Mr Chapman says Many of eration, according to Mr Hunt He
has had continuous FDA approval as prescription drugs, the com- partment was covered under the these Jails were covered under poll- says the pool, which is operated
pany said county's umbrella liability policy cies written by regional companies like a trust fund, does not show a

A spokesman for Searle's Pharmaceutical Group explained the for $15 million above the $1 million that did not require around-the- profit, but does have adequate re-
company's decision in a prepared statement primary layer Now, it has just $1 clock guards serves

"The escalating cost of defending unwarranted product litigation million in umbrella coverage above Mr Chapman maintains that The pool has been successful in
makes continuing in the IUD business in the US no longer econom- the $1 million primary layer these regional insurers withdrew controlling losses because its mem-
ically sensible for the company Searle made this decision because of "That's not a substantial amount from the market because they were bership is responsible for managing
mounting unjustified litigation in the U S that has made future of coverage for the exposure we hit with major claims stemming it, Mr Hunt says Thus, he says, the
product hability insurance virtually unobtainable " have," he says from Jail incidents members can see that they must

A plaintiffs' attorney in the CU-7 litigation said she
4,wasn't sur- Many other communities, how- Factors considered in the pricing keep losses down to control premi-

prised,"by Searle's decision and speculated that one reason lS that ever, have no coverage at all, Sher- of coverage include the size of the ums
plaintiffs are beginning to try successful suits against the company iff Germond points out jail, its age, whether the depart- Currently, Mr Hunt says, sher-

Patrina Jo Stone, with the Denver law firm of Stone & Associates, Currently, National Casualty can ment is accredited by one of the iffs in five other states are consid-
also cited Searle's desire to cap the number of lawsuits against it She offer limits of up to $1 million, ac- national law enforcement accredi- ering a self-insurance pool as an al-
said the 775 cases cited by Searle was probably "very low " cording to James H Chapman, vp tation organizations, the state de- ternative to commercial insurance

Plaintiffs' attorney Roger Brosnahan of the Minneapolis firm of of Markel Service Inc in Rich- partment of corrections' assessment But Sheriff Germond sees trou-

Robins, Zelle, Larson & Kaplan, said the company is "treating it as mond, Va, the managing general of the county Jail, and whether the ble ahead for these programs He
an economic and legal problem rather than a health problem " agent for the program department does pre-hiring psy- says there simply are not enough

He said the reason for discontinuing sales also may be based on Imperial Casualty reportedly chological tests on all personnel departments in most states to de-
recent studies showing a higher risk of infertility among those using offers limits of $300,000 Special Mr Chapman says even the best velop the kind of reserves that
IUDs, including the Copper-7, the fact that the company's patent Risks Inc of Virginia Beach, Va, sheriff's department will be hit would be needed in the event of a
runs out next year and that the market for IUDs is dwindling the MGA for Imperial's program, with claims Therefore, he is look- major loss, unless the pool can ar-

Another plaintiffs' attorney, Roger Pardieck, said Searle has con- could not be reached for comment ing for "quality departments" that range reinsurance Currently, nei-
sidered taking the Copper-7 off the market for several years "Two years ago we probably had will allow the MGA to develop a ther the Florida nor the Missouri

"It's good litigation," said Mr Pardieck with the Seymour, Ind, 15 or 16 national competitors, now good defense against claims Mar- pools have relnsurance in place
firm that bears his name "These are strong, legitimate cases " we're down to one," Mr Chapman kel also encourages policyholders "If you get a million-dollar ver-

The company said it is notifying doctors and supply houses nation- said, referring to Imperial Casu- to implement risk management diet, it would wipe out your re-
wide of its action and will accept all returned inventory alty He added that a couple of procedures that will stem claims serves," Sheriff Germond warns

Women who are using the CU-7 or the TATUM-T need not have small regional insurers write law Policy deductibles have "gone Even at the national level, a cap-
them removed, the company added But, neither IUD should be used enforcement policies, but "they way up," Mr Chapman notes, with tive lS not feasible without re-
for more than three years following insertion, the company says. offer very narrow coverage " the minimum being $1,000 and the insurance, Sheriff Germond con-

The company also said it is looking into the sale of its non-U S Mr Chapman says law enforce- average between $1,000 and tends The National Sheriff's Assn
IUD business Currently, the IUDs will continue to be distributed in ment coverage is cost-intensive be- $10,000, including loss adjustment is considering forming a captive in-
countries where there are fewer product liability problems cause the claims involve alleged expenses surer to serve sheriff departments

civil rights violations He says 80% The lack of capacity and high nationwide, but the unavallability
of the suits are filed in federal cost of law enforcement liability of reinsurance has stalled that ef-

t court coverage is forcing many commu- fort, he said
This makes claims management nities to examine alternatives to Meanwhile, the association can

insurance services guide very expensive because the defen- the commercial insurance market do little but wait for the reinsur-

tants in these cases must respond This year, Missouri became the ance market to improve, says Sher-
within 20 days, and an attorney second state in which county sher- iff Germond "We're at the mercy
must be assigned to every case iffs joined together to create a self- of the carriers," he says, adding.

Use the Insurance
CASUALTY ACTUARIES, INC. Markel's program has been suc- insurance pool, following the ex- "I'm not sure I know what the an-
RobertFLowe FCAS,MAAA,FCA cessful because they are able to ample set by Florida SWer is"
• Loss Reserve and Rate Evaluations for

Services Guide to InsuranCe .Compgnies and Se,f-In-
f

sured. Mardi Gras insurance
reach your best • Statutory letters of opinion on loss and

loss expense reserves Continued from page 3 Proteus paid $1,725 for $1 million in coverage written

prospects.
One Insurance Center Plaza Suite 1

St Louis MO 63141 surance Co of Pittsburgh, Pa, decided not to renew by AIG in 1985, this year AIG is billing the carnival
(314) 878-5002 Zulu's coverage for this year's celebration, and last club $4,833 for limits of $500,000 The deductible on the

week other insurers were balking coverage for the 20-float parade is $250

ATWOOD & CO.
LOSS CONTROL ENGINEERING "It's because of the coconuts," she said "They have According to Ms Gettys, carnival floats are valued at

by independent professionals had extensive claims " around $3,000 to $5,000 She explained that many clubs
Consulting Actuaries FIRE PROTECTION and SECURITY Ms Getty noted that even those krewes that have rent their floats from the builder and then purchase an

Reinsurance and Reserve Analysts Now 7 offices m U.S and Canada coverage are paying more than twice as much in pre- endorsement to the builder's comprehensive general 11-
for Captives, Self Insurers & Insurers. GAGE-BABCOCK & ASSOCIATES mium this year for about half as much in coverage ability policy

13113 Po/vera Ave Ask for Iree brochure 312/530-1494 She explained that last year, clubs insured their Blaine Kern, known by many in New Orleans as
Rancho Bernardo, CA 92128

(619) 451-6049 135 Addison, Elmhurst. IL 60126 parades at rates from $50 to $65 per float for $1 million "Mr Mardi Gras," estimates he builds 90% of the carni-
in liability coverage val floats

"This year, no one could get that," she said, adding "I do most of Mardi Gras," he said

TEMPORARY CLAIMS ADJUSTING SERVICES that rates are closer to $125 per float and limits are While the floats are inside his "den" they are pro-
usually $500,000 tected by his comprehensive general liability policy

Most of the insurance she places for the krewes iS But, once in the limelight, many are insured by en-
Servicing Claims Statewide in California written by syndicates on the Insurance Exchange of the dorsements added to his coverage

Americas in Miami, she said Coverage written by the
4,

Workers' Compensation
It's less expensive for (the krewes) to rent from

IEA carries a $250 per loss deductible and limits of him," Ms Gettys explained
Longshore and Harbor Workers' Act $500,000 Mr Kern would not release specifics of the coverage

Property/Casualty In addition, she said, four or five of the clubs are on his float-building operation, Blaine Kern Artists Inc
insured by ComCo Insurance Co in Amarillo, Texas But, he did say he was able to renew his own liabilityC Inside and Field Adjusters The ComCo coverage has $500,000 limits and a $2,000 coverage although his premiums "almost doubled "
deductible, according to Ms Gettys He also pointed out that, under Louisiana law, a

Claim Netts not an employment agency sothere Thomas C Farrell Jr, president of Farrell & Co in parading organization cannot be held liable for injuries
B NO FEE FOR PERMANENT HIRING New Orleans, said he found coverage with American at a parade unless malicious intent iS proven

International Group Inc units for three krewes only in "You get out there and people are pushing, laughing,
C/aim Net 3572 Hamilton Street. Irvine. CA 92714 {8001 325-2125 mid-January catching doubloons and beads and something is liable to

AIG, he said, at first notified him that it would not be happen," Mr Kern remarked "A horse lS liable to step

(
\ writing coverage for the parading krewes but changed on your foot You go at your own risk "

For advertising information in the INSURANCE SERVICES GUIDE 1 its mind However, Ms Gettys said that krewes, like the Zulu,
ContaGt Beverly Kluxdal, 740 Rush Street, Chicago, Illinois 60611 And, premiums for the liability coverage have tri- generally pay small injury claims rather than take the

Telephone (312) 649-5340 pled, he said For example, the 345-member krewe of case to court to claim immunity under the state law •
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 Bi Insurance Index Insurers boost reserves means that the '86 and '87 earnings will be
'We feel this reserve free and clear of any problems in past busi-

/ Continued from page 1 ness, so we're very bullish about it," says
badly the industry is under-reserved strengthening indicates Derby Securities' Mr Hill

40

i
In addition, USF&G Corp. announced last higher-than-expected levels "I think CIGNA's very courageous and up-4GO

week that it had boosted ltS reserves by $100 front m doing what they did," he adds455

450 1 million in the fourth quarter The insurer of payouts in future months,' 44I view it positively," says Gloria L Vogel,
had already added $142 6 million to reserves- 145 says Mr. Puccia. a New York-based vp with Legg Mason

' 110 during the first three quarters of 1985 Wood Walker Inc "I think that this clears
E 435 It's not known what effect the charge will  the deck, as management has said, on a lot of

430 have on USF&G's year-end earnings because the reserve deficiencies that obviously had
a .OK a dispute between the insurer and its accoun- most of which is asbestos-related been in play It should enhance future earn-
i 1

120 tant has delayed release of the earnings (see Mr Arton says CIGNA judges its reserves ings
1 /10 related story). on an ongoing basis, but a thorough analysis David O'Leary, director of research at
4 410 E The added reserves are for 1984 and prior can only be conducted at year-end, when lt Fox-Pitt, Kelton in Hartford, says he was

{ years, says a USF&G spokesman, who could compares its accident year and calendar year surprised by the move, "I think it was a veryI 400 not comment on the lines for which the re- development conservative action on their part "
 395 E serve additions are earmarked At the end of 1984, he says, CIGNA disco- A Continental spokesman said Continental

11 Thomas Rosencrants, research director at vered a "small aberration" in its data that led will add $220 million to reserves for its prop-IS/ 3850 1 j- Conning & Co in Hartford, Conn , says to a $225 million reserve boost. At the end of erty/casualty reinsurance and specialty lines8 .:f,SBPSffy#my#em CIGNA's and Continental's actions show that 1985, it realized the aberration was actually a for 1984 and previous years
Fi-2---1-=-I--/ losses throughout the industry are under- trend, which led to the $1 2 billion charge In addition, the company is also making a

stated and therefore, 44

earnings are over- A company spokesman notes that $1 2 provision for doubtful reinsurance recover-
The Business insurance stock index surged to stated " Price increases will continue to be billion is only 4% of the approximately $30 ables, the spokesman says
a record high during the most-recent trading quite large as a result, he says billion in premium outstanding "It's not a lot The largest single factor leading to Conti-
period. The 8/ index of insurance industry Referring specifically to the CIGNA re- when you're trying to predict the future " nental's reserve boost was an increase in the

stocks closed at 456.4 points on Feb. 5, up 9.9 serve boost, Frederick V Hill, a principal at But Mark Puccia, assistant vp at Standard size of claims on Individual and commercial
points from 446.5 on Jan. 29 and up 28.4 points Derby Securities in New York says, "It may & Poor's, says S&P views the $12 billion re- auto policies Another factor, according to the
from 428.0 points on Jan. 22. A total of 45 raise questions about a lot of other companies serve boost negatively. His company has company, was large tort awards
stocks posted gains, 11 recorded losses and who weren't in a strong financial position to placed CIGNA on its CreditWatch list, indi- The spokesman notes while the reserve ad-
three were unchanged during the period. The take such a dramatic move " eating it iS under 44special surveillance dition will mean an operating loss for both
top gainers were Kemper Corp., which leaped Myron M Picoult, senior vp and senior in- A decision on lowering CIGNA's ratings the fourth quarter and 1985, the company
17.8%; Torchmark Corp.. up 9.4%; Farmers surance analyst at Oppenheimer & Co in will be made within two weeks, says Mr will report a net gain because of investment
Group Inc., up 8%; Ohio Casualty Corp., up New York, adds "It would be fallacious to Puccia gains, including a stock issue (BI, Aug 26,
7.4%; and Provident Life & Accident Insurance beheve this would be unique Others out The move by CIGNA "lowers our assess- 1985)
Co. and Statesman Group Inc., each up 7.1%. there need this and the sooner they recognize ment of projected earnings We don't think The spokesman says the company is confi-
The biggest losses were recorded by Frank B. this, the better this is good," he says, describing the reserve dent its reserves are now adequate, although
Hall & Co. inc., which plunged 11.4%; USF&G "The business isn't as healthy as they have strengthening as an "expression of past and reserve levels are "constantly monitored "
Corp., down 5.3%; Durham Corp., down 3.8%; been telling everyone Rates will have to be future problems " Conning's Mr Rosencrants says the Conti-
Nobel Insurance Ltd., down 3.8%; and Amen- moved up higher and sustained longer than "We feel this reserve strengthening indi- nental reserve boost was unexpected, but
can General Corp., down 2.6%. The Business anyone has expected," Mr. Picoult says. cates higher-than-expected levels of payouts adds that "it's prudent they understand that
insurance stock index rose 2.2% during the "In general, I think the industry is still in future months," says Mr Puccia This will the additional liability exists" and recognize
trading period, outperforming two of the major under-reserved, but lS catching up," noted mean a cutback in the funds CIGNA can in- it
market indicators and tying with the third: The David Seiffer, a New York-based vp with vest and, in turn, in its investment earnings, In addition to CIGNA and Continental, a
New York Stock Exchange composite climbed First Boston Corp "I think they're better off he says spokesman for The Home Group Inc last
1.2%, the Standard & Poor's 500 rose 1.3% and than a year ago as far as reserves are con- The move also hurts CIGNA's credibility, week said the company added $30 million to
the Dow Jones 30 Industrials rose 2.2% for the cerned," though he adds, "I think there's he says "It tends to make you think about its reserves for reinsurance recoverables in
same penod. more catching up to do " whether there are any adverse future devel- the fourth quarter, in addition to $10 million

Gavin Arton, CIGNA's director of finan- opments down the road," he says added for that purpose during the third quar-

British Issues cial relations, says that of the $12 billion to Mr Arton says CIGNA had anticipated its ter
be added to the insurer's reserves, $220 mil- credit ratings would be re-evaluated as a re- The company added about $233 million to

1 Week

4 Feb Price P/E Div Yield High-Low lion will go toward reserves for professional sult of the $1 2 billion charge But he disa- its statutory loss reserves throughout the
Companies pence pence % pencepence hability losses, $120 million is earmarked for greed it would hurt future earnings year, including $170 million during the first
Commt Union 244 N/M 169 69 244-238 asbestos losses, $80 million for reinsurance "This isn't going to be paid out tomorrow," quarter, says the spokesman
Gent Accident 733 33 3 31 4 43 733-720 losses and $50 million for losses in the ex- he says, noting that the $12 billion will be The Home reported a $197 million operat-
Gdn Royal Exch 755 66 7 38 6 51 760-753 cess/surplus lines area spent over several years "If anything, it Will ing loss for 1985, compared with a $61 million
Royal 788 493 350 44 BOO-785 The remaining $770 million, he says, will be slightly beneficial to us" because lt loss for 1984
Sun Alliance 591 985 236 40 591-580 go toward CIGNA's "regular lines," 1nclud- strengthens CIGNA's ability to pay claims Despite analysts' view that the Industry lS

ing close to $300 million for the hability por- and adds to its mvestment resources still under-reserved, several insurers say
Brokers

tion of its commercial package policies Mr Arton also disputes that the move they are not contemplating additions to their
CE Heath 685 89 37 5 54 688--683

Hogg Robinson 307 12 5 13 4 44 311-298 Other lines in this category Include mono- hurts CIGNA's credibility While "nobody's reserves
JH Minet 267 12 1 11 4 43 268-262 line general liability business, workers com- perfect in predicting the future," the com- A spokesman for the Hartford Insurance
Sedg Grp 388 169 171 44 388-473 pensation and commercial auto Some of the pany currently feels the $12 billion charge Group said last week Hartford lS adequately
Stew Wrightson 770 148 328 43 773-763 reserves will also go toward bonding, marine "fully addresses the problem," he says reserved "There is nothing in our current
Willis Faber 453 212 236 26 470-453 and personal lines business, including per- Securities analysts were more positive than evaluation to indicate the need for any major
Source Philip Olsen/Alan Clifton. Insurance Industry sonal automobile and umbrella coverages S&P about the CIGNA move adJustments," the spokesman says

Spectalists Kitcat & Aitken Stockbrokers, A total of $200 million of the $12 billion "I think they've bitten the bullet about the Hartford boosted ltS reserves by 10% last
London

added to reserves is for pre-1978 business, adverse development of past business, and it year to $4 3 billion
Similarly, a spokesman for Aetna Life &

Casualty Co says, "We continue to feel we
are adequately reserved " The insurer has in-
creased its reserves by about $401 million in

Bl industry Stock Report the first three quarters of 1985 This increase
February 5, 1986 1/30/86 thru 2/5/86

reflects business growth as well as additions
to reserves, he said

Disagreement delays
Brokirs mice % Chg. P/E $ Div % ni High Low Vol (000) Price % Chg. P/E $ 011 96'fld High Low Vol.(000)

Chubb Corp NYSE 63.75 0.8 0.0 1.56 2.4 63.75* 61.25 776.1
Alexander & Alexander his NYSE 35.50 2.5 0.0 1.00 2.8 34.75 799.6

Baldwin & Lyons Inc

36.13* Combined Intl Corp NYSE 53.SO 0.9 9.7 2.16 4.0 54.00* 53.25 460.4 USF&G earnings report
OTC 76.00 1.3 16.8 0.80 1.1 81.00* 72.00 2.3

Corroon & Black Corp NYSE 62.SO 0.6 84.5 1.00 1.6 62.SO* 60.75 82.0 Continental Corp NYSE 49.50 3.9 24 5 2.60 5.3 50.00* 47.25 1,077.6
Crump E H Cos Inc OTC 24.50 -2.0 23.3 0.25 1.0 24.63 24.00 149.3 Crown Life Ins Co BALTIMORE-USF&G Corp lS delayingOTC 270.00 6.3 16.3 0.00 0.0 270.00 254.00 3.6
Emett & Chandler Cos Inc OTC 17.75 0.0 30.6 0.00 0.0 17.75 17.75 38.1 Durham Corp OTC 43.75 -3.8 8.1 1.28 2 9 44.75 43.00 16.0 reporting its year-end results because ofFariers Group Inc OTC 77.75 8.0 13.1 1.76 2.3 77.75* 71.88 696.1
Gallagher Arthur J & Co OTC 53.25 -0.9 24.2 0.28 0.5 53.25 52.75 23.5 Fireman Fd Corp NYSE 37.63 3.1 0.0 0.30 0 8 37.63* 36.SO 1,246.9 "unresolved issues" with its accounting firm,
Hall Frank B & Co Inc NYSE 19.50 -11.4 0.0 0.00 0.0 21.75 19.00* 580.6

Coopers & Lybrand, over how its investmentMarsh & Rclennan Cos Inc NYSE 97.25 6.6 21.8 2.70 2.8 97.25* 91.25 269.1 Fremont Gen Corp OTC 29.25 0.9 0.0 0.48 1.6 29 50* 29.25 461 5

Poe & Assoc Inc OTC 14.50 1.8 0.0 0.80 5.5 14 50* 14.50 1.3 Great West Life Assurn Co OTC 500.00 2.0 5 0 18.00 3.6 509.00* 490.00 0 1 lnCOme should be reported
===== Home Group Inc AMEX 27.63 6.2 0.0 0.00 0.0 0.63* 25.63 1,287.8

AGENTS/BROKERS AVERAGE 133.1 1.7 Hanover Ins Co OTC

N.,t,.4 st.= 20,4., i„.pt„ orc #:8 8 18 zoo M #:00: N:R 53.8 erating and net results for 1983, 1984 and the
The disagreement also means USF&G's op-78.0

Kans City Life Ins OTC 29 75 1.7 11.7 0.87 2.9 30.00 29.50 4.7 first three quarters of 1985 will almost cer-
Conglomi,ates a 11.I-ng Cos. Kemper Corp OTC 95.00 17.8 20 6 1.80 1.9 95.00* 80.25 882.6 tainly be restated, according to a USF&GLiberty Corp S C NYSE 34.SO 1.5 14.9 0.72 2.1 35.00 34.13 13.2
American Express(Firemang Fd) NYSE 60.00 3.4 16.9 1.36 2.3 60.00* 56.25 4,440.1 Lincoln Natl Corp Ind
Anderson Clayton(Ranger/PanAm) NYSE 53.50 -2.1 37.2 1.32 2.5 54.88 53.50 81.7 NYSE 58.63 1.1 13.8 2.00 3.4 59.13* 57.13 387.2 Spokesman
Armco Inc NYSE 9.88 -4.8 0.0 0.00 0.0 10.63 9.88 600.4 Mission Ins Group Inc OTC 2.75 0.0 0.0 0.00 0.0 2.75 2.75 630.5

Berkley W R Corp OTC 42.00 5.0 131.3 0.32 0.8 42.00* 39.00 224.0 The changes involve reclassifying invest-
Monmental Corp OTC 35.50 1.1 12.0 1.40 3.9 35.63 35.13

CIGNA Corp NYSE 69.00 -1.3 33.5 2.60 3.8 69.00 65.38 4,754 0 14.7 ment income as capital gains and restatingNac Re Corp OTC 36.25 1.4 28.8 0.00 0.0 36 25* 35.50 19.5

Nobel Ins Ltd
CNA Fint Corp (CIA) NYSE 69.25 4.7 21.6 0.00 0.0 69.50* 66.63 355.3 OTC 15.75 -3.8 20.7 0.25 1.6 16.25 15.75 93.5 realized capital gains or losses as unrealized

Northwestern Natl Life Ins OTC 27 50 -0.5 7.2 0.80 2.9 27.63 27.25 299.3
General Re Corp NYSE 117.25 4.9 34.7 1.56 1.3 117.25* 111.25 750.2

Ohio Cas Corp OTC 80.00 7.4 23.5 2.80 3.5 80.00* 75.00 604.4

ITT (Hartford Group) NYSE 40.13 4.2 12.6 1.00 2.5 40.13* 38.63 3,555.9
capital gains or losses, says the spokesman
He could not say whether the changes willSears Roebuck & Co. (Allstate) NYSE 39.25 0.6 11.0 1.76 4.5 40.13 39 00 4,500.3 Old Rep Intl Corp OTC 38.88 1 3 10.5 0.74 1.9 38.88 38.13 79.8

Teledyne Inc (Argonaut) NYSE 330.00 2.7 7.1 0.00 0.0 330.00 320.75 120.9 orion Cap Corp NYSE 32.00 1.2 0.0 0.76 2.4 32.00 31.SO 167.4 mean an upward or downward adjustment in
Protective Corp OTC 22.50 2 3 8.4 0.66 2.9 23.00 21 75 47.2 resultsTransamerica Corp Provident Life & Acc Ins Co OTC 28.13 7.1 7.6 0.76 2.7 28.13 26.38 176.0

COccidental & Fred S. James) NYSE 36.38 6.2 16.9 1.68 4.6 36.38* 34 25 925.7
St Paul Cos Inc OTC 93.00 6.9 41.2 3.00 3 2

i===. ====. 93.00* 89.00 1,124.5 Some of USF&G's investment strategies in
CONGLOMERATES/HOLDING COS. AVERAGE 12.7 1.3

SAFECO Corp OTC 53.63 3.4 16.3 1 60 3.0 53 88* 52.75 747 5 recent years have been criticized by analysts
Sri Corp OTC 17.63 3.7 587 5 0.80 4.5 18.00 17.50 65.0 for their "creativity," but the USF&GSelbels Bruce Group Inc OTC 20.00 2.6 4.1 0.80 4.0 20.00 19.25 85.6

Statesal Group Inc OTC 5.63 7 1 0.0 0.05 0.9 5.75 5,25 1223 spokesman says the accounting changes "in-
Tokio Marine & Fire Ins Co OTC 222.00 2.8 41 8 1.05 0.5 226.25 216.00 5.0

Insu-- volve the entire portfolio "
Torchmark Corp NYSE 24.75 9.4 11.4 0.60 2 4 24.75 21.25 1,699.8 The changes are concerned only with gen-

Aitna Life & Cas Co NYSE 56.50 -0.7 21.2 2.64 4.7 56.88 55.88 3,248 0 Travelers Corp NYSE 48.63 -2.3 12.2 2.16 4.4 49 00 48.38 3,390.3
American General Corp NYSE 37.00 -2.6 11.2 1.00 2.7 37.25 36.75 1,748.3 United Fire & Cas Co erally accepted accounting principles, saysOTC 32.75 0.0 15.3 1.20 3.7 32.75 32.25 22

Amern Heritage Life Init Co NYSE 39.50 1.6 14.8 1.20 3.0 39.75 39.13 3.1 United States Fid & Gty Co NYSE 40.25 -5.3 0.0 2 20 5.5 40.75 40 25 2,266.2 the spokesman No adjustment will be re-American Indty Fint Corp OTC 22.13 2.9 0.0 1.12 5.1 22.13 21.50 49.4 uilife Corp NYSE 39.13 6.5 8.8 1.12 2.9 39.38 37.13 278.9
American Intl Group Inc NYSE 121.00 3.0 30.2 0.44 0.4 122.25* 115.50 925.4 quired to the statutory financial statements

Washington Natl Corp NYSE 27.50 3.3 9.5 1.08 3.9 27.50 26.63 110.7
An,co Reins Ltd OTC 0.88 0.0 0.0 0.00 0.0 0.88 0.88 10.5 filed with insurance regulatory authoritiesZenith Natl Ins Corp OTC 29.38 3.1 0.0 0.68 2.3 29.38* 27.50 692.1

Avem.O Corp NYSE 39.00 0.6 15.4 0.60 1.5 39.0* 38.00 15.3
..... USF&G's results will be released "later

Business Mons Assurn Co Amer OTC 29.50 0.0 8.3 1.04 3.5 29.50 29.00 65.6
INSURANCE COMPANIES AVERAGE 14.1 2.4

r this month," the spokesman says .

System design Altman Information Systems



If you were designing a Rolls Royce pickup,
you'd goto anexpert.

WhybuyWorkers'Comp. anydifferently?

4 1

Expertise makes all the difference, whether
you're designing a certain car or an insurance
program matched to your company's needs.

Which is why you should consider
American Mutual. Nearly 60% of our business
is in Workers' Comp. We know it cold. And we
can put our knowledge to work for you. With
programs as individual as you are.

We can also customize general liability and
commercial auto insurance plans for you with
the same expertise. (Even if you own a Rolls
Royce pickup truck.)

The point is, whatever your insurance
needs, you should do business with experts.
Because the risks can be high if you don't.
American Mutual. We're experts.

Handcrafted, Rolls Royce, Truck/Station-
wagon transformations by Clyde Cassady,
Classic Coachworks, Security Park, Rancho
Cordova, California 95670.

American
AAutual

INSURANCE COMPANIES, WAKEFIELD. MASS. 01880


