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Update
BIC beneficiaries may lose

most FCIC insurance coverage
WASHINGTON-The Bush adminis-

tration proposal to overhaul banking
regulation suggests eliminating "pass-
through" Federal Deposit Insurance
Corp. coverage for bank investment con-
tracts.

Pass-through coverage gives each
beneficiary up to $100,000 of deposit in-
surance. Because one BIC can cover

many beneficiaries, the federally in-
sured contracts have a competitive edge
over the guaranteed investment con-

Continued on nezt page

New pension rules fall short
Proposal won't ease non-discrimination testing for many firms

By JERRY GEISEL

WASHINGTON-Proposed In-
ternal Revenue Service rules, in-

tended to help employers with dif-
ferent pension plans covering
various corporate units pass IRS
non-discrimination tests, may

prove unworkable for many em-
ployers, benefit experts say.

Consultants point ouc, though,
that these proposed "separate line

of business" rules will not present
benefit managers with near the
level of trouble caused br the now-
repealed Section 89 non-discrimi-

nation rules for health care plans.
For example, the rules would not
apply to employers that offer only
one pension plan.

However, the proposed IRS rules
are vital to major employers, like
conglomerates with many subsi-
diaries, that offer different plans
with varying benefit levels to dif-
ferent corporate units.

The proposed rules define re-

quirements that a corporate unit
must meet if the corporation wants
to only consider employees of that
unit when running pension non-
discrimination tests. This is known

as testing on a separate lines of
business basis.

Without such rules, an employer
would have to run various IRS

non-discrimination tests on a

unit's plan by considering all of a
company's workers, including

those not even covered by the plan
being tested.

For example, under one IRS non-
discrimination test-known as the

ratio percentage test-the percent-
age of non-highly compensated
employees companywide covered
by an individual pension plan must
equal at least 70% of the percent-

USAir underinsured

jetliner in L.A. crash
By STACY SHAPIRO

LONDON-USAir Groip Inc. is underin-
sured for the loss of its Boeing 137 jetliner
tha: crashed into 2 commuter plane at Los
Angeles International airport earlier this
month, killing 34 people, brokers and un-
derwriters say.

However, USAir's liability insurance
limits of $850 million are more than ade-

quate to pay death and 'injury claims that
will arise from the disaE ter, observers say.
rhe owner of the commuter airliner,

SkyWest Airlines, has Eiability insurance
limits of $250 millicn.

Aviation brokers and underwriters say
that USAir reduced the value of its fleet-in-

2luding the 737 that crasied in Lis Angeles
-when it renewed its aviation coverage to
Dompensate for a huge increase in its avia-
-ion insurance premiums.

The renewal went into effect on Feb. 1, the

day of the crash.
USAir risk management officials referred

reporters to the airline's public relations
staff, who did not return calls.

Although a liability reserve had not been
established by insurers early last week, Lon-
don sources estimate the reserve will total at

least $50 million.

However, the airlines' insurers may not
have to pay. If it is determined that a Federal
Aviation Administration air traffic control-

ler was responsible for the disaster, the U.S.
government then could pay part or all of the
hull and liability losses, said a leading de-
fense attorney.

According to tapes released by federal
authorities last week, an air traffic controller
evidently was not aware that she had cleared
the USAir and SkyWest aircraft to use the

Continued on page 32

age of highly compensated employ-
ees companywide who are covered
by the plan.

However, if the company is able
to run this non-discrimination test

on a separate lines of business
basis, it would only have to com-
pare an individual unit's lower-
paid and highly paid workers who
are covered by a plan.

The company would not have to
consider employees not employed
by the unit when running the test.

Consultants agree that it likely
would be much easier for many
pension plans offered by individ-

ual corporate units to pass non-
discrimination tests on a separate
lines of business basis than on a

companywide basis.
"The intent of the regulations is

sound. The rules recognize that
there are sound business reasons

for offering different plans to vari-
ous corporate units," said John

Woyke, a principal in the Valhalla,
N.Y., office of benefit consultant

TPF&C, a unit of Towers, Perrin,

Forster & Crosby Inc.
But the requirements contained

in 165 pages of complex regula-
Continued on page 33
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Thirty-four people died when the USAir Boeing 737 crashed into a commuter airliner.
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By JERRY GEISEL

WASHINGTON-The Bush ad-

ministration for the first time is

proposing sweeping reforms of
medical malpractice liability laws
to control health care costs.

In the proposed budget it sent
to Congress last week, the admin-
istration said it is preparing com-
prehensive medical malpractice
tort reform proposals, including
elimination of joint and several li-

ability for non-economic damages,
for adoption by the states.

If states fail to adopt the package
by 1995, hospitals in those states

CBOT continues development
of insurance futures contracts

Page 3

could lose-in 1995 alone-about

$800 million in federal Medicare
funds.

"We have the administration

jumping on the medical malprac-
tice tort reform bandwagon. This is

a very encouraging development,"
said Martin Connor, president of
the American Tort Reform Assn., a

business-supported lobbying and
research group in Washington,
D.C.

Meanwhile, the proposed $1.45
trillion budget for fiscal 1992 also
would shift more health care costs

to employer5 from the Medicare
program.

In addition, the budget proposes
requiring employers-also for the
first time-to indicate on W-2

wage statements whether employ-
ees have health insurance. A clear-

inghouse within the Department of
Health and Human Services would

then try to ensure that employers-
not Medicare-are the primary
payers of certain health care bills.

Other budget provisions would
substantially increase Medicare
Part B premiums for well-to-do re-

tirees and boost Social Security
payroll taxes for certain public
employers and their employees.

Finally, the budget notes that the

Court upholds net worth limit
imposed by state guaranty fund

Page 2

administration later will introduce

legislation to further reduce the
vulnerability of the Pension Bene-
fit Guaranty Corp. to big claims
from the termination of under-

funded pension plans.
These proposals are contained in

the 2,029-page, seven-pound bud-
get document the administration
unveiled last week.

Tort reforms are needed to help
control soaring health care Costs,
the administration said.

Medical malpractice insurance
premiums, which the administra-
tion says rose to $4.2 billion in

Continued on page 26

Employee assistance programs
calm workers' war worries
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Update Court sides with Carbide
Proposal threatens BIC cover
Continued from prev.ous page
tracts offered by insurers

The Bush proposal would restrict FDIC coverage for BICs to in guaranty fund dispute$100,000 for an entire contract, observers say
The administration also proposes allowing banks to sell insur-

ance by forming affiliations with financial services firms
"Well-capitalized" banks could form financial services holding By DOUGLAS McLEOD has cleared one obstacle in -ts at- court that the litigation has not

companies with insurers and securities or mutual fund firms And, tempt to recover the full $32 5 mil- produced enough information to

financial services and commercial companies could affiliate with HARTFORD, Conn -Union Car- lion of policy limits written by decide how ti apply CIGA's $100

banks, in a structure that would replace bank holding companies bide Corp is a step closer to recov- Transit Casualty Co, ordered liq- deductible on claims

In these new holding companies, however, only banks would be ering $325 million from the Con- uidated in 1985, Midland .nsur- The Supreme Court remanded

covered by federal deposit insurance Affiliates would be separa- necticut Insurance Guaranty Assn ance Co of New York, ordered liq- the case to the trial court for fur-

tely capitalized to protect the bank should the affiliate fail to pay claims arising from the 1984 uidatec in 1986, and Integrity ther proceedings on the deductible

The proposal also suggests allowing banks to sell insurance only poison gas disaster in Bhopal, Insurance Co of Paramus, NJ, or- question and other issues
if their home states allow it Sixteen states now allow such sales India dered liquidated in 1987 "The decision affirms the com-

The Connecticut Supreme Court The five-]udge state Suireme pany's position on key legal issues

WPPSS utility loses cover last Tuesday affirmed a lower Court panel also reseczed CIGA's in the case," a Union Carbide
court ruling that CIGA's $300,000 contention that its obligations spokesman observed

TUCSON, Ariz -A utility involved in the $225 billion Washing- cap on covered claims applies se- should be offset by the amounts CIGA does not intend to appeal

ton Public Power Supply System bond default must return the $5 parately to each of the roughly Union Carbide collected from ltS the ruling further, said CIGA at-

1 million it recovered under the three-year directors and officers 550,000 claims by Bhopal victims solvent insurers torney Joseph C Tanski of Hut-
The court relected CIGA's argu- However, the court chins & Wheeler m Boston

liability policy in force in 1981 because 11 obtained the coverage
fraudulently, a federal court lury decided ment that ltS liability should be • Vacated the lower court's rul- The litigation stems from the di-

The jury verdict represents the first finding of insurance fraud in capped at $1 8 million, or $300,000 ing tha: Union Carbide is entitled sastrous Dec 3, 1984, leak of poi-

1 connection with the 1983 bond default, the largest municipal de- for each of six policies written for to recover more than $6 mil'ion in son gas from a Union Carbide
Union Carbide by three insolvent defense costs from CIGA, calling India Ltd Flant in Bhopal Thefault ever, said attorney Dale Fredericks of Sedgwick, Detert,

Moran & Arnold in San Francisco He represented Illinois Employ- excess liability insurers the ruling premature leak killed about 2,300 people and
ers Insurance of Wausau, a Nationwide Mutual Insurance Co unit With the ruling, Union Carbide • Concurred with the lower Continued on page 31

that paid the $5 million with a reservation of rights to Public Util-
ity District No 1 of Cowlitz County in Longview, Wash

The utility was one of 88 utilities that participated in WPPSS Risk management utopiaProjects 4 and 5 Those two nuclear power plants were ultimately
terminated, leading to the default

The Cowlitz County utility put the D&0 policy proceeds toward Federal rules part of broker's ' perfect world'the $34 million it paid in settlements with WPPSS bondholders,
Mr Fredericks said

But, in its Jan 17 verdict, the jury found that By MICHAEL BRADFORD to a panel at the annual Risk Man- Holbrook, president of Marsh &

• Utility officials were aware of the probability of a claim agement Educational Conference McLennan Inc of New York

against them or the utility when the three-year D&0 policy was ATLANTA-In a "perfect insur- sponsored by the Atlanta chapter "These companies would be re-
bound ance world" large insurers and of the Risk & Insurance Manage- gulated for solvency only," he sug-

• Utility officials had knowledge of an act, error or omission that reinsurers would be federally ment Society Inc Jan 30-Feb 1 gested "They would be free fronn

might give rise to a claim chartered and so strongly capital- A law auth- rate and form (regulation), and
0 When it applied for coverage, the utility made a misrepresen- ized that guaranty funds would be ,NTA 04,4 orizing federal they would be free frorn assess-

tation "with the intent to deceive " unnecessary, says the president of 40 Aw,+ 1 charters for in- ments for residual markets and for
U S District Court Judge Robert C Bellom still must rule on a major brokerage 0 surers and rein- guaranty funds "

Illinois Employers' request for $1 4 million of preludgment interest Claims handling based on trust, surers that write In fact, no federal guaranty fund
and attorneys' fees, Mr Fredericks said rather than litigation, and the large -isks would be needed, Mr Holbrook

The utility has not decided whether to appeal, said Don Donald- availability of global underwriting o
* 4 would not "solve said, because capital requirements

son, a lawyer with Walstead, Mertschin, Husemon, Donaldson & services from all insurers would G
44:ZED d' the problems of for insurers would be stringent

1 Barlow in Longview
form the other founda:ions of in- personal lines enough

} In another pending suit, Illinois Employers lS seeking to recover surance utopia, according to the business or small businesses," but Other benefits of such a system

another $5 million it paid on a D&O policy to Public Utility Dis- brokerage executive large accounts would have the would be to "encoulage allen, un-

trict of Grant County in Ephrata, Wash, another participating In any event, the industry this "freedom to insure with federally authorized and unregulated un-
WPPSS utility, Mr Fredericks said year should expect consolidation chartered insurance companies derwriters to seek federal charters

Most WPPSS litigation was moved to Tucson because all Wash- as non-U S underwriters eye ex- that could only write with a fed- and to protect policyholders from
ington Judges would have been customers of the involved utilities, pansion here, as well as federal eral charter and not nold a state the exposure to risks with unli-
he explained regulatory intervention, according charter as well," said David D Continued on page 22

New W-2 reporting proposal
WASHINGTON-Legislation introduced in the Senate last week Guaranty fund limit upheld

would add new health care coverage reporting requirements for
employers By DOUGLAS McLEOD court brief in the litigation Mr Stephenson called the Michi-

S 365, introduced by Sen William Roth Jr, R-Del, would add Mr Brown argued that 11 15 Un- gan case the single most serious
two lines to employees' annual W-2 statements In the first line, CINCINNATI-In a blow to risk fair for large policyholders zo be challenge to the net worth limita-
employers would indicate whether they offer group health insur- managers, a federal appeals court excluded from guaranty fund pro- tions developed by several state
ance On the second they would Indicate whether the employee had says a Michigan guaranty fund tection, since guaranty fund as- guaranty funds and adopted by the
family or individual coverage provision that denies coverage to sessments are added to the premi- National Assn of Insurance Com-

Federal officials and federal contractors then would analyze the policyholders with substantial net ums they pay He descri Ded the missioners in its guaranty fund
information to ensure that Medicare was not improperly paying worth is constitutional situation as "taxation without in- model law

:ll!:st=%F:srlrlvas workers 65 and older-that employer The 6th U S Circuit Court of demnification " Some state legislatures have put
Appeals last week reversed a lower "If you are going to denv cover- action on net worth limitations on

Without such a systematic collection and analysis of health in- court ruling that found the guar- age under the funds, you'd bet- hold pending the outcome of the
surance data, waste and abuse in the so-called Medicare Second- anty fund's net worth provision ter stop assessing the premiums," Michigan case, he said, while other
ary Payer program will continue, Sen Roth said was not rationally formulated and Mr Brown said states that already have the limita-

A similar W-2 information requirement is included in the Bush ,therefore violated the constitu- Guaranty fund officials, how- tions were "holding their breath"
administration budget proposal (see story, page 1) tion's equal protection clause ever, were overloyed by :he rul- while awaiting the ruling

"We are disappointed," said Paul ing The 6th Circuit ruling came in a

Court orders windup of Focus Brown, director of governmental "Yahoot" said Dale Stephenson, lawsuit brought by Borman's Inc,
affairs for the Risk & Insurance president of the National Confer- a Detroit-based unit of The Great

HAMILTON, Bermuda-Focus Insurance Co Ltd has been or- Management Society Inc in New ence of Insurance Guaranty Funds Atlantic & Pacific Tea Co, against
dered into compulsory, court-supervised windup York, which filed a friend-of-the- in Indianapolis Contznued on page 35

The order was handed down by Bermuda Supreme Court Chief
Justice Sir James Astwood Feb 5 in answer to a windup petition Inside
filed in November by creditor Mutual Fire, Marine & Inland Insur-
ance Co of Philadelphia, which lS seeking $4 4 million in unpaid i# A federal judge is expected to rule next month on Departments
claims from Focus The court order was made under Section 161 of whether Chevron Corp must pay 40,000 former Gulf Oil
the Bermuda Companies Act, which governs the winding up of Corp employees $600 million of surplus pension plan

Advertiser index. ..28
companies that, among other things, are unable to pay their debts assets PAGE 4

At issue.... ... . . . .......... .......................10
David Lines and Peter Mitchell will continue as provisional hq-

uidators of Focus, formerly Trenwick Reinsurance Co Ltd , until a
Benefit beat. .6

9 Despite winning several recent battles over the de-
creditors' meeting is held to vote on their permanent appointment

Class,fieds_ ...30
ductibility of premiums paid to captive insurers, risk man-

Info 19
Messrs Lines and Mitchell were named provisional liquidators of agers must seek a law codifying their victories, this
the troubled company in December, after the court ousted share- week's editorial says PAGE 8 Insurance services guide........ .. .......31

holder-appointed liquidator Julian Ashby (BI, Jan 28, Dec 31,
International 97

1990) i.00 Protecting bank property from a variety risks ranging
Letters ....................8

London....... .......... ..... .....
Mutual Fire attorney Ian Kawaley said at the hearing that he has from natural disasters to bomb threats ts the topic of

Markets 10
also been asked to appear on behalf of four other Focus creditors the recent American Bankers Assn National Security

Op,nione
Allstate Insurance Co , European General Reinsurance Co, Transit and Risk Management Conference Coverage begins
Casualty Insurance Co and Chartwell Reinsurance Co on PAGE 14 Perspectives..................

Mr Kawaley said that no creditors have voiced opposition to the Vol 25, No 6-Bumness /nsurance (ISSN 0007-6864) is published weekly

windup order Focus lawyer John Rithiluoma confirmed there 7 In Perspectives Sandra G Gustavson of the Unlver- by Crain Communications Inc, 740 N Rush St, Chicago, 111 60611-2590
would be no shareholder opposition to the windup order sity of Georgia says quality business management edu- Second-class postage is paid at Chicago, It, and at additional mailing of

Updates continued on page 34 cation must include risk management as an integral ele- fices Postmaster Send address changes to Business insurance, Circulation
Departmeit, 965 E Jefferson Ave, Detroit, Mich 48207 3185, 800-678-

ment PAGE 20 9595 or 3 3 446-1611 Copyright 1991 by Crain Communications Inc



Benefit execs

winning respect
from top brass

By SARA J. HARTY

As their responsibilities become
more complex, corporate employee
benefit departments are gaining
increased respect and recognition
from top management, according
to a recent survey of benefit man-
agers and other benefit profes-
sionals.

Sixty percent of 639 respondents
said top management perceptions
of the benefits department had im-
proved in the last two years, the
International Foundation of Em-

ployee Benefit Plans found.
Thirty-five percent said the per-
ception had remained the same,
while only 2% said management
had a worse perception of the ben-
efits department. Two percent did
not benefit.

Top managers, who had long
seen the benefits department as
"an administrative necessity
buried deep within the human re-
sources department," now consider
it a "dynamic function" within the
overall organization, said Craig J.
Davidson, research associate with
Brookfield, Wis.-based IFEBP, and
author of the survey.

Improving perceptions may be
due in part, the survey suggests, to
the increased responsibilities of
benefit departments.

Sixty-eight percent of the re-
spondents reported that their ben-

efit department's responsibilities
had increased in the past two
years. Yet only 31% had added
staff members in the same time pe-
riod.

Eighteen percent said they antic-
ipate additional staff members will
be hired in the next year, while an-
other 7% said they didn't know if
more staffers would be hired.

As an example of increased re-
sponsibilities, the benefits staff at
GAF Corp., a Wayne, N.J., com-
pany that produces building ma-
terials and chemicals, has gone
from being "administrators of
plans to designers of plans," said
Carl Verdone, the manager of cor-
porate benefits.

Yet GAF has hired no new

staffers and has no plans to do
so, said Mr. Verdone. He antici-
pates the work load will continue
to increase.

Responsibilities have expanded
in benefits departments "almost
across the board," said Henry von
Wodtke, a benefit consultant with
Buck Consultants Inc. in New

York. He attributed this to em-
ployer efforts to cut back on man-
power and increasingly complex
rules governing benefit plans.

Mr. von Wodtke suggested that
as benefit departments' duties con-
tinues to become more complex,
top management will begin to ap-

Continued on page 21

Non-admitted insurance barred

California rule
on auto cover hit

By LOUISE KERTESZ

SAN FRANCISCO-An emer-

gency state regulation effectively
barring surplus lines brokers from
placing auto coverage with non-
admitted insurers is creating havoc
for commercial auto risks, buyer
and broker representatives say.

At a lively hearing here last
week, business representatives,
brokers and insurers argued that
the regulation has forced buyers to
terminate long-term relationships
with non-admitted auto insurers

and to pay substantially higher
premiums.

Brokers contended that the Cali-

fornia Insurance Department pre-
sumes all non-admitted insurers

are unreliable. Many commercial
auto risks-especially truck and
ambulance fleets-have used non-

admitted companies for years be-

cause the admitted market lacks

sufficient capacity, they added.
Admitted insurers countered

that rules should be strengthened
to bar non-admitted insurers from

illegally siphoning dIf their busi-
ness.

The emergency regulation bars
placing either commercial or per-
sonal passenger auto coverage with
surplus lines insurers unless the
risks have been declined by the
California Automobile Assigned
Risk Plan. A CAARP official has

said that the assigned risk plan, as
a market of last resort, would not
likely reject an auto risk.

The regulation-issued Nov. 15
and known as Section 2173, "Pre-
Conditions to Placement with
Non-admitted Insurers"-is de-

signed to protect consumers from
financially unstable non-admitted

Continued on page 34
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Traders at the Chicago Board of Trade may someday bid on health and auto insurance futures.

Insurance futures
CBOT finalizes Here's ho-
details while contracts
awaiting OK would work

By JUDY GREENWALD

CHICAGO-The Chicago Board of Trade is forg-
ing ahead with plans to introduce insurance fu-
tures contracts, though many observers continue to
question insurers' interest in trading them.

In addition, regulators' and rating agencies' atti-
tudes towards the contracts remain unclear.

The CBOT currently is preparing a response to
questions about the proposed health and auto in-
surance contracts posed by the Commodity Futures
Trading Commission, the federal agency that must
approve them (BI, July 2, 1990). The contracts also
must receive the CBOT's own final approval.

There is no set timetable as to when the CFTC is

likely to reach a decision, said Gregory Samorajski,
the CBOT's senior operations manager-financial in-
stitutions, who is in charge of the contracts' devel-
opment. While the CFTC has a year to act on an
application, it also can "stop the clock," which it
has done in this case, to obtain more information.

The CBOT-which has hired Tillinghast, a unit of
Towers, Perrin, Forster & Crosby Inc., as a consul-
tant to make recommendations on how to structure

the contracts-plans to focus the contracts on small
group health insurance and personal auto physical
damage insurance, at least initially, Mr. Samorajski
said.

Both the health insurance and auto insurance

contracts will be based on the underwriting perfor-
mance of a select group of policies. The initial price
of the contracts will be based on insurers' predic-
tions of expected claims activity and will subse-
quently rise and fall if the amount of claims filed
under the policies is less than or greater than ex-
pected (see related story).

CBOT spokesmen foresee health and auto insur-
ers investing in the contracts as a way to hedge
their underwriting performance.

In addition, employers that self-insure their
Continued on page ll

By JUDY GREENWALD

CHICAGO-The Chicago Board of Trade's
proposed insurance futures contracts initially
will be based on the experience of small
group indemnity health policies and on per-
sonal auto physical damage policies written
in one region of the country, probably the
Midwest, say CBOT spokesmen.

The CBOT, which has released additional
details on its plans for the contracts as they
develop, is now seeking federal approval of
the contracts (see related story). The ex-
change itself also must give final approval.

James Hayes, president of James A. Hayes
& Associates in Schaumburg, Ill., a consul-
tant helping to develop the health insurance
futures contract, said the contracts are ex-
pected to be based on an index composed of
small group policies written by both commer-
cial insurers and Blue Cross & Blue Shield
Assn. plans.

Small group policies tend to be more stan-
dardized than larger group policies, making
them more adaptable to an index, said Mr.
Hayes. "That's one of the major reasons we
picked the small group market."

Some insurers have indicated interest in

supplying policy data on which an index
could be based, he said. None has given for-
mal approval.

"We expect some companies to drop in or
drop out," said Mr. Hayes, who did not iden-
tify the interested companies.

Data from participating insurers would be
collected by a clearinghouse. A monthly
index would then be developed based on the
projected "pure" loss ratio of paid claims di-

Continued on page 12

EAPs respond to workers' war worries
By LOUISE KERTESZ

For the first time since World

War II-and to a much broader ex-
tent-employers nationwide are
beefing up employee assistance
programs to help workers deal
with war-related stress.

Both employers with in-house
employee assistance programs and
those that contract with EAP ven-

dors are trying to help workers
deal with stress caused by the war
in the Persian Gulf by, among
other things:

• Offering seminars on how to
cope with feelings about loved ones

or friends participating in Opera-
tion Desert Storm, producing
goods used in the war effort, gen-
eral feelings of uneasiness and

even me-

mories of the

WAR Vietnam War

by veterans of
in #he that conflict.

• Establish-

GULF ing support
groups.
•Imple-

menting de-
briefing sessions for employees
who have been reassigned from
their jobs in Saudi Arabia to posi-

tions in the United States because
of terrorisrn fears.

• Allowing workers and their
families from one to a dozen visits

to professional EAP counselors an-
nually at no cost to the employee.
If extended counseling is needed,
the EAP refers the ennployee to
outside providers, the cost of
which would be covered by the em-
ployee's mental health benefits, if
their plans provide such coverage.

• Establishing phone counseling
hot lines.

• Providing literature on dealing
with stress.

However, few employers that do

not already offer workers EAPs are
establishing the programs now, ob-
servers said.

Today's employee assistance
programs, administered by profes-
sional counselors, are more broad-
based and sensitive to workers'

feelings than the programs of the
1940s, according to EAP executives
and employers.

And though they by no means ig-
nore worker productivity, today's
programs are not dominated by it,
EAP professionals say.

During World War II, employ-
ers offered programs "designed to
keep alcohol abuse in American in-

dustry from interfering with job
performance at a time of unprece-
dented demand for productivity,"
noted Richard Bickerton, informa-
tion specialist in the Arlington,
Va., headquarters of the Employee
Assistance Professionals Assn.

But, the "occupational health"
programs evoi -,vers offered during
World War .i were designed to
"keep people productive" and were
not concerned with "exploring
their mental health" like today's
EAPs, said Marilyn Kingston, a vp
of The Holman Group, a Canoga
Park, Calif.-based EAP provider.

Continued on page 31
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Ruling expected soon in Gulf pension dispute
By JUDY GREENWALD

HOUSTON-A federal judge in
Houston is expected to rule next
month on whether Chevron Corp.
must pay 40,000 former Gulf Oil

Corp. employees the $600 million
of surplus assets in Gulf pension
plans when the merged companies
combined plans in 1986.

Although any decision likely will
be appealed, a ruling in the case
will clarify several gray areas of
the Employee Retirement Incorne
Security Act of 1974, said plain-
tiffs' attorney H. Lee GodIrey, an
attorney with Susman & Godfrey
in Houston.

Chevron already has agreed tc a
partial settlement of tte suit,
under which it will pay $24 million
to 3,000 former Gulf workers for

benefits they lost when Chevron
divested Gulf units af:er the

merger. U.S. District CO»irt Judge
Sim Lake in Houston formally ap-
proved the partial settlement last
month.

A trial on the lawsujt-which

followed t.hree years of discovery-
began last year and sterns from
Chevron's handling of Gulf con-
tributory and non-contributory
pension plans and other benefit

plans following the $13.2 billion
merger of the two oil companies in
1984.

Mr. Godfrey said Chevron con-
tinued to manage the Gulf plans
separately from Chevron's own
plans until June 1986. At that time,
the Gulf pens on plans had $600
m-llion in surplus assets, including
$130 million of contributory plan
assets that represented funds con-

tributed by bo-h the company and
Gulf workers

A major issue in the case is the

Uncoll.cted claims trans.ate

iiito lost profits. At Amerisan
International Recovery, Inc. we can

help. As a member company of
American Inzernational Group,
Inc., our insurance expertise is sec-
ond to none. The same can be szid

about orr comprehensive line of
recovery services. And with a nation-

'1[p)

former Gulf workers' claim that

Chevron terminated so many Gulf
workers following the merger that
there technically was a partial ter-
mination of the pension 3_ans
under ERISA.

Under E-RISA, a partial Termi-
nation occurs when a group Id en-
ployees previously covered by a
plan are excluded either because of
severance from the employer r be-
cause of a plan amendment.

The employees contend that
Chevron terminated many Gulf
pension plan participants before
they became vested to avcid paying
pension benefits. The Gulf plan
participan.s did not fully ves: until
after 10 full years of service, Mr.
Godfrey said.

The workers are asking the court
to rule:

• That between January 1984
and June 30, 1986, there was one or

more partial terminations of the
pension plans be:ause of a decline
in the numbers ©f Gulf partici-

pants.
• That if there was a pa rtial ter-

mination of the plan, under the
languape of the Gulf pension plans

therp should be a pro rala distri-
butiin of the $6: 0 million in sur-

plus assets to the workers
Barring that, the workers seek

the distribution of the $1.10 million
in surplus assets from the contrib-
utory p.ans, Mr. Godfrey said.

"If there is such a prcvision, it
would be a very, Jery unusual pro-
visicn,' observed Dennis Coleman,

a partrer with r enefit consultant
Kwasha Lipton in Fort Lee, N J.

The S24 millior settlement that

Judge Lake formally approved last
month sterns from charges con-
tained in the lawsuit that fc-rmer

Gulf employees k st benefits when

wide network of offices dedicated recovery, there's no fez. That
solely to claims recovery, nobody is means you can be sure th: t when
better positioned to help you. we hai--dle your job, 110 stone will

What does all this obsessiveness be Icf- unturned. in fact, we often

cost? Put it this way: Ifthere's 110 recover more than our clients
thought possible.IIV American

Ifyou're looking for a company
/ A International char ccnsiders persistence a virtue,
7 . Recovery,inc. cal-. A.I. Recoveryat 1-8()()-345-4232.

A Member Company of American International G-oup, Irc.

Chevron divested itself of several

Gulf units after the merger·, ac-
cording to Mi·. Godfrey.

Chevron did not in all cases per-
mit employees to take the benefits
for which they were eligible under
the Gulf benefit plans at the times

of the divestitures, including early
retirement benefits, retiree medi-

cal benefits and life insurance ben-

efits, he said.
The $24 million settlement at

least partially compensates the
former Gulf employees for the loss
of these benefits. The settlement

also entitles the former Gulf work-

ers to rejoin the Chevron benefit

plans subject to plan participation
requirements.

And, all employees terminated
between January 1984 and June
1986, without having been vested
in the Gulf pension plan-includ-

ing those who were employed by
divested units who wore later lei-

minated without vesting-will be
vested for the periods they worked
for the company, Mr. Godfrey said.

The agreement also provides that
the workers dismiss their claim

that there was a partial termina-
tion of Gulf plans between January
1982 and December 1983.

"We've said all along that we've
followed both the letter and the

spirit of the law in adjusting the
pension plans, and we'll stick to
that,'' a Chevron spokesman said.

Chevron Chairman Ken Derr

said in a statement when the par-

lial so.ttlement was originally an-
nounced in November that Che-

vron is ''pleased with this
settlement because it brings an end
to major issues in the lawsuit that
could have gone on for several

years and cost millions more in at-
torney fees and expenses."

"I want to stress that Chevron

acted with integrity in adminis-
tering the Gulf pension plan and
other benefit plans in what is a
complex and uncertain area of
law," Mr. Derr said.

According to Mr. Godfrey, Judge
Lake has not signed the settlement
agreement yet, but he is expected
to do so when he announces his de-

cision in the Chevron case next

month. •

Governor seeks

board's ouster
AUSTIN, Texas-Charging the

State Board of Insurance with "gross
fiscal mismanagement," Gov. Ann
Richards is asking two of its three
members to resign

In her State of the State address

last week, Gov. Richards called for

James Saxton, the chairman, and Ri-
chard Reynolds to resign by Feb. 15.
Both have indicated they will not
leave.

If they do not resign, the gover
nor suggested, board operations
could be placed under control of a
three-member State Conservatorship
Board.

Gov. Richards accused the board

of "gross fiscal mismanagement" and
said no early warning system has
been put in place following the col-
lapse of National County Mutual Fire
Insurance Co. in 1989. That collapse
fueled a bari·age of criticism that
eventually led to the resignation of
all board members at that time.

Mr. Saxton said an early warn-
ing system is in place, though not
fully computerized. The system "is
equal or comparable to that of any
other state and will be far superior
when it is completed," he said. "A
complete turnover at the top would
retard our progress."

Mr. Saxton's term expires in Jan-
uary 1995. Mr. Reynolds' term runs
through January 1993.

Gov. Richards recently appointed
Claire Korioth, a lawyer with
Korioth & Korioth in Austin, as the

third board member. She replaced Jo
Ann Howard, whose term expired. I
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A[MERLE NORMAN COSMEnCS,WAUSAU WAS
THE PERPECr CHOICE.

 The goal at
Merle Norman

1
/ / Cosmetics is per-

e

fection. It is evident in their

products, sold exclusively
9.f

by trained consultants in

Merle Norman studios

across the country. And

evident in their spotless

manufacturing plants,

maintained to Highly Pro-

tected Risk (HI?R) standards.

Wausau is one of only a

handful of property insur-

ance carriers with the

technical expertise to

engineer, underwrite

I and service HPR

accounts.

"Our reputation was built on our standard of excellence;' says Armin i Merle Norman understands

the importance of a good
reputation. One of the

Lohbrunner, Risk Manager of California-based Merle Norman. "We reasons they chose Wausau.

wanted a property insurer that shared that philosophy - but insurance companies can be hard to assess. Until

Wausau works with /2 · - : you've experienced their service, you have to trust their reputation.
Merle Nonnan :A<- *

protecting its four Highly 1, <We have found that Wausau lives up to its reputation;' Mr. Lohbrunner adds. "It is
Protected Risk : P,
(HPR) manu. ,, : J a sound company and a reliable partner for us:' Wausau's reputation is supported
facturingplants. )f

by an A+ (Superior) A.M. Best rating. One of - 4WAUSAU
 the things Merle Norman finds so attractive. 9 1F B#U. r! I INSURANCE

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 Telephone (715) 845-5211 A Member of the Nationwide® Group
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IBM adding to pension benefits to cut jobs
By MICHAEL SCHACHNER 
International Business Machines

Corp. is attempting to trim its
workforce by encouraging employ-
ees through sweetened pension
benefits to retire early.

Among other things, Purchase,
N.Y.-based IBM has dropped a
penalty figured into its pension
benefit calculations for workers

who retire before age 60.
The computer manufacturer also

is calculating pension benefits
based on the average of employees'
final five years of salary instead of
10 years of salary.

In addition, IBM is implementing
a special retirement benefit for all
employees that provides a lump-
sum payment or an annuity in ad-
dition to pension benefits.

All of the moves are part of
IBM's long-term plan to reduce its

Benefit beat

U.S. workforce of about 205,000,
said an IBM spokesman, who
would not comment on how much

the company wants to cut its
workforce.

While IBM likely will pay more
inpension benefits as a result of
the changes, those increased bene-
fits will be more than offset by a
reduction in payroll, said the
spokesman.

One element of the three-step
plan, which the self-insured com-
pany announced last month, is the
elimination of :o-called age reduc-
tion factors in its pension calcula-
tion formula that discouraged em-
ployees from retiring before age
60. Previously, employees needed
30 years of service and had to be 60

years old to qualify for full pen-
sion benefits.

IBM reduced the pension bene-
fits of early retirees with 30 years
of service by about 2% for each
year of difference between the re-
tiree's age and 60.

Under the revamped pension
calculation formula, employees
will need only 30 years of service to
qualify for full pension benefits;
there is no minimum retirement

age requirement.
IBM has not determined how

many employees can now retire
without penalty. But the spokes-
man said that he expects hundreds
of employees under 60 to retire this
year.

In addition, IBM has modified its

pension benefit formula to figure
in a retiree's average salary over
the final five years of service with
the company, down from 10 years.

Time Is On Your Side...

So Is Agricultural's
At Service

We know that your asbestos abatement
contractor clients can't afford to wait a

month or even a week for a quote.
That's why we deliver a quote
NOW Our 48-hour turnaround

ASBESTOS ABATEMENT INSURANCE

Annual benefits then are calcu-

lated by multiplying the average
salary by 1.35% and the number of
years of service.

Under the previous formula, the
average of a retiree's final 10 years
of salary was multiplied by 15%
and years of service to calculate
annual pension benefits.

Although the multiplier has been
reduced, pension benefits for most
retirees will increase, the IBM

spokesman said.
But, if a retiree's pension benefit

would be lower under the new for-

mula, the benefit will be calculated
using the old formula.

IBM also has created what it

calls a "personal retirement provi-
sion plan." which is designed to

provide additional retirement in-
come beyond pension benefits.

Under this plan, IBM is making
an initial allocation to employees'

is the maximum time it takes to get you
what you need. A quote now! Our

service is A+. and it matches our Best

rating. We promise. We deliver.
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plan accounts equal to 5% of cur- '
rent salary. However, the minimum j
contribution is $1,000 and the

maximum is $7,500, according to I
the spokesman.

IBM will contribute 1% of salary «
in 1992 to employees' accounts, 2%
of salary in 1993 and 3% per year
after 1993. The accounts will earn

approximately 8.5% in interest an- S
nually, the spokesman said.

The 5% initial allocation is being
paid by IBM's overfunded defined
benefit plan, but subsequent allo-
cations will be made from IBM's

total compensation program.
Money accumulated in personal

retirement provision accounts can C
be taken by a retiree in the form of
a lump sum or a monthly annuity.

"With the increased pension
benefits and the PRP plan, some-
one coming to IBM at an early age
who also joins the optional 401(k)
savings plan could take with them ,-
upon retirement as much as 85% of k
their outgoing salary," the spokes-
man said.

Pension plan survey
Most Fortune 500 industrial

companies' pension plan assets ex-
ceed all vested employee benefit
obligations during 1989, Hewitt
Associates found in a recent sur- 4
vey. ,

The survey found that 94%-or
368-of 392 respondents' plans
were overfunded.

Additionally, 91%-or 357-of «
the survey respondents reported 4
they had enough assets to pay for -
all accrued benefits-both vested

and non-vested-while 75%-or f'

294-said they had sufficient ;
assets to cover all projected benefit -
obligations. -

The study examined companies f
that in 1990 prepared financial '
statements in accordance with Fi-

nancial Accounting Standards
Board Statement No. 87. The stan-

dard requires companies to dis- .
close to what level pension obliga-
tions are funded as well as the ;

assumptions used to project future
benefit levels and plan costs.

On average, all survey respon- .
dents maintained assets to cover

153% of vested obligations, Hewitt
reports. The survey found that the
plans had assets to cover 142% of
accrued benefits and 115% of pro- ,
jected benefits on average.

To calculate future pension ben-
efit obligations, pension plans on
average assumed that employee sa-
laries would increase 5.8% an-

nually. To determine an expected
return on plan assets, employers
used a long-term interest rate of
9.21% on average. And, once future '
benefit obligations were estimated,
the discount rate used to determine

the present value of liabilities was
8.62% on average.

The survey also reports that
6%-or 23-of the respondents
have taken steps to protect pension
plan assets in the event of a take-
over by another company. These
respondents said that the use of
excess pension plan assets has been
restricted to increasing retiree
benefits.

The survey also asked survey re-
spondents how they are responding
to FASB's final accounting stan-
dard, FASB 106, issued in Decem-
ber, that requires employers to rec-
ognize retiree health care
liabilities on their financial state-

ments by 1993 (BI, Dec. 17, 1990).
Only 4%-or 16 employers-said

they already are recognizing these
liabilities on their financial state-

ments. And, 2%-or eight firms-
said they are funding retiree health
care benefits in advance.

The survey, "Pension Plan Dis-
closure Under FASB Statement

No. 87," is available for $25 from
Diane Schuett at Hewitt Associ-

ates, 100 Half Day Road, Lincoln-
shire, Ill. 60069; 708-295-5000. •
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Markets

RBH plans
to acquire
art specialist

Rollins Burdick Hunter Co., the re-
tail brokerage subsidiary of Chicago-
based Aon Corp, plans to acquire
Washington, D.C.-based Huntington
T. Block Insurance, which specializes
in brokerage of fine arts coverage.

The acquisition is pending ap-
proval by both companies but should
be completed by the end of the first
quarter of 1991, said John McCaffrey,
senior vp at Aon and vice chairman
at RBH.

Terms of the purchase were not
disclosed.

"We're not only a full-service bro-
ker; we also are very aggressive in

specialized niches," Mr. McCaffrey
said in explaining the RBH acquisi-
tion.

'Huntington is dominant in the
fine arts area" and its national repu-
tation will generate additional clients
for RBH, as well as expand its exist-
ing client base, Mr. McCaffrey said.

"It's a great fit for us. Our other
offices can tap into (Huntington's)
resources, and that will help us pene-
trate the market even further," he
said.

Huntington specializes in fine arts
coverages for museums, art dealers
and galleries, as well as for large pri-

vate, corporate or municipal art col-
lections.

Huntington also specializes in
venue insurance used by art galleries
that sponsor traveling exhibitions.

The agency services the major art
museums in Boston, Philadelphia and
Chicago, Mr. McCaffrey noted.

In addition, the company was the

broker for the Van Straaten Gallery
and three other galleries destroyed in
a 1989 fire that demolished as much

as $50 million of artwork housed in a

historic Chicago building complex
(BI, April 24, 1989).

Mr. McCaffrey pointed out that in
addition to Huntington's specializa-

tion in fine arts, the broker can place
directors and officers liability cover-
ages for non-profit organizations and
offers consulting services.

The company will retain its man-
agement, as well as nearly 130 em-
ployees, and will function as a stand-
alone unit of Aon and division of

RBH in Washington, according to Mr.
McCaffrey.

New consultant

Three former insurance and gov-
ernnnent executives have forrned a

new consulting firm, Bailey, Morris &
Newhall in Washington, D.C.

The new company specializes in
health care, pharmaceuticals, insur-
ance and financial services regula-
tion.

Bailey, Morris & Newhall will offer
clients consulting services on regula-
tory or legislative policy development
and will provide government affairs
representation for insurers, health
care and pharmaceutical companies
and employens.

The principal partners are William
W. Bailey, J. Wilson Morris and
David Newhall III. Most recently, Mr.
Bailey was executive vp-federal gov-
emment affairs for Mutual of Omaha

Cos. in Washington, D.C.
Mr. Morris was a senior aide to

the Speaker of the House of Repre-
sentatives from 1987-1989 and has

worked as an independent consul-
tant since then.

Mr. Newhall was most recently

deputy assistant secretary of defense
for health affairs and acting assistant
secretary for health at the U.S. De-
partment of Defense.

For more information, contact Wil-
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What should be Congress' top employee benefit priority this year?

Congress should allow businesses to
offer catastrophic medical coverage
without mandated benefits. This

would allow many uninsured com-
panies to offer coverage to their em-
ployees. Benefits mandated by juris-
dictions have increased the cost of

fully insured plans to the extent that
many small employers can no longer
afford to offer benefits.

0,-
Richard D.

Weiner

Manager, Ben-
efits and Com-

pensation
The Southern

Connecticut

Gas Co.,

Bridgeport,

Conn.

From the standpoint of social policy,
health care cost containment ought to
be at the top of the list. It's a very
complex problem that continues to
worsen. The solutions ultimately will
require cooperation and sacrifice from
all facets of the industry: purchasers,
users, providers and insurers.

iNNIFyi Kathy Heroid
Benefits

Manager
Daubert In-

dustries Inc..

Weslchester, 111.

The U.S. health care system is an in-
controlled monster that is strangliig
American businesses, yet leaves :o
many unprotected. The answer does
not lie in forcing more of the burd:n
upon employers or employees, but
through a carefully designed national
health policy that is affordable, yet
maintains a high standard of health
care.

Mary B.

<* Consumers

Bondarenko

Director-Em-

ployee Benefits

Power Co.,

Jackson, Mich.

The health care crisis merits top con-

sideration this year. An effective legis-

lative response must address all of
the following: government cost shift-
ing to private purchasers, the unin-

sured, and the need to encourage or

mandate managed care and utiliza-
tion reforms to contain costs.

H)WHO
MINIMEY
COST oF!11SK.

Compiled by Sara Harty



Insurance futures
Continued from page 3
health care programs could trade
health insurance futures contracts as

a hedge against adverse claims devel-
opment.

Others businesses that are linked

to the health and auto insurance in-

dustries-like hospitals and automo-
bile parts manufacturers-also may
invest in the contracts to hedge
against fluctuations in their markets.

And, individual investors, based on
their perception of factors like health
care inflation and rising auto prices.
could be attracted to the contracts.

Insurers trading the contracts
would report any gains-or losses-
stemming from the contracts as in-
vestment income. While CBOT offi-

cials last year said the contracts
could be used like reinsurance (BI,
May 21, 1990), insurance regulators
have since said that the contracts will
be treated as investments rather than

as reinsurance.

Some observers say that since the

contracts will not function in the

same way as reinsurance, insurers are
more likely to stick with the reinsur-
ance market rather than trade fu-

tures to hedge their risk.
And, one consultant says he does

not think that employers that self-
fund their health care plans would
be interested in trading the contracts.

Even as details of the contracts

emerge, many group health insurers,
securities analysts and others refuse
to comment on them, explaining that
the information available about them

still is too sketchy.
For instance, a spokeswoman for

Principal Mutual Life Insurance Co.
of Des Moines, Iowa, said the insurer
has been trying to obtain information
about the CBOT proposal. "We're
looking at it," she said. "We just
haven't reached any conclusions."

Similarly, a spokesman for the
Massachusetts Mutual Life Insurance

Co. of Springfield, Mass., said the in-
surer does not have enough knowl-
edge about the CBOT's plans to com-
ment on them. "We'd like to have

LONG-T

Detailed knowledge of every customer's business
operations enables the brokerage experts of Hobbs
Group to deliver maximum protection per premium
dollar.

The process continues with the identification and
evaluation of risk. Your current exposures and
losses are carefully analyzed. Working with the
support of our underwriters, we advise you on an
overall loss control program.

Next, Hobbs Group creates an insurance plan
that reflects the particular objectives of your

H

more information on it."

However, a Travelers Corp. spokes-
man said the company is interested in
the concept of insurance futures.

"From a Travelers perspective, we

think it's a veq interesting idea, and
we're in the process of learning more
about it," he said.

"Our understanding is it can be
useful for managing liability risk,
and we think these contracts could

produce a more direct inflation hedge
for liabilities," he said.

At this point, Travelers is in-
terested in gauging the demand for
the contracts. "Obviously, we're very
interested in finding out what the
pricing of it is going to be."

Jonathan Lewis, assistant vp of
Skandia Investment Management
Inc., an investment advisory unit of
Skandia American Group of New
York, said: "I think it's an innova-
tion whose time will ultimately come.
It's just a question of getting the reg-
ulatory approval.

"It seems that a lot of people's
concerns are that a lot of details

P
m

enterprise. We have an extensive understanding
of world insurance markets. You will find us easy
to do business with.

Minimizing your long-term cost of risk means
eliminating or controlling losses and using
self-insured retentions properly. This is what
Hobbs Group strives to accomplish for every
customer.

In addition, Hobbs Group's customers rely on
our in-depth service. They know that whatever the
task, their Hobbs Group team is capable.

¥RIGHT
Arkwright Mutual Insurance Company

Hobbs Group, 1nc.
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haven't been worked out," Mr. Lewis

added. The question of how to imple-
ment the contracts on a day-to-day
basis is "what seems to be the river

that needs to be crossed between

concept and reality."
Mr. Lewis said he believes it is

appropriate for insurers to join other
segments of the financial services in-
dustry, like banks and securities
firms, that already trade futures con-
tracts. "Futures, really, when issued
properly, are a risk management
tool," he said.

"There are a number of situations

in which I think it would be clearly
beneficial" for insurers to trade fu-

tures contracts, agreed Richard E.
Sherman, a principal and actuary
with Coopers & Lybrand in San
Francisco.

However, Mr. Sherman predicted
that insurance futures contracts

"won't start off with a bang," be-
cause insurance company manage-
ments tend to change slowly. "I think
people are going to put their toes in
the water a little slowly at first."

Others indicated attitudes toward

the proposed insurance futures con-
tracts that ranged from mild interest
to total disinterest.

"From Aetna's standpoint, we are
not anticipating extensive use of that
vehicle," said a spokesman for Aetna
Life & Casualty Co. of Hartford,
Conn.

Tom Scott, chief financial officer
of Washington National Insurance
Co. of Evanston, Ill., said: "We're

at the very early stages of thinking
about the matter. We find the con-

cept interesting because we're in the
health insurance business."

Because health insurance is a cy-
clical business with both good and
bad claim years, "we're interested in
a variety of ways of controlling that
fluctuation," he said.

However, Mr. Scott said that he
is not yet convinced that using health
insurance futures to hedge will be ef-
fective and still has questions about
how the contracts will operate.

And, while Washington National
wants to learn more about the con-

cept, it is not prepared to move
quickly once they are introduced, Mr.
Scott stressed. "We would not be a

near-term user."

Others said they have no plans to
use the contracts.

"Quite frankly, we do not see any
practical application here for us,"
said John Pallotta, senior vp-group
insurance for New York-based
Guardian Life Insurance Co. of

America. "I guess the concept is
clear, but I'm not sure the practical
aspect of it is clear," he said.

And Frank Grimone, executive vp,
treasurer and chief financial officer
for Central Reserve Life of North

America Insurance Co. in Berea,
Ohio, said flatly: "I would have no
interest in it. I don't see any benefit
in it. We protect ourselves with the
reinsurance treaty so we wouldn't
have any interest in what they're
doing."

Lincoln National Life Reinsurance

Co. of Fort Wayne, Ind., a unit of
Lincoln National Corp., is not in-
terested in insurance futures and has

failed to discover any interest among
other insurers, said Thomas West,
president.

"I have not found a single com-
pany that has volunteered they have
any interest in it," Mr. West said.

"There were varying degrees of in-
terest" but no strong enthusiasm for
the concept when a CBOT represen-
tative spoke to the group insurance
committee of the Washington, D.C.-
based Health Insurance Assn. of

America, said Harvie Raymond,
director-insurance products for the
HIAA.

"It's premature at this time to
really know what the industry be-
lieves will be the benefits and the

problems," said Mr. Raymond, who
is monitoring the issue for the HIAA
However, he added that people are
having difficulty understanding the
concept on which the contracts are
based.

Securities analysts who cover the
insurance industry also have their
doubts.

"I'm very leery that something like
this is going to be successful," said
David Wells, an analyst with Fitch
Investor Services of New York. "It's

going to be tough to implement and
make work from a practical stand-
point.

"I don't see how it's going to fly,"
he said. "I don't think there's going to
be much demand for it."

"I doubt that there'll be much in-

surer interest," said Robert Arvan-
itis, senior vp and an investment
banker with Conning & Co. of Hart-
ford, Conn.

The way the contracts are cur-
rently structured, the value of a con-
tract is based on insurers' results, he
explained. Where insurers do need
protection-which the proposed con-
tracts do not provide-is in guaran-
teeing the price and availability of
reinsurance in the future.

Employers that self-insure their
health care plans also are not likely
to embrace health insurance futures

Continued on next page
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Insurance futures will become popular because he be- price of the contracts, which would mg, the Insurance Department would economist with the Insurance Infor-
lieves there are few investors outside make them less attractive to Insurers nevertheless still want to promulgate mation Institute m New York

Continued from prevzous page of the Insurance mdustry that would and self-insurers, he said regulations covering the insurance One of the major benefits of rein-
trading, said Steve MeGill, a manag- be interested in the contracts "When you get to the pow.t when futures contracts to establish mean- surance is the surplus rehef it pro-
ing consultant at A Foster Higgins & Insurance futures are "fundamen- the buyers are few and far between," mgful standards covering issues Lke vides, which particularly enables
Co in Chicago tally different from other futures, the pnce of the contracts would be diversification, accounting and -e- smaller insurers with small capital

He believes that self-insurers will where there are only a couple of van- "discounted," Dr Taylor said If that porting bases to write more business Smce

continue to buy stop-loss insurance ables to grapple with," said Dr Roger occurs, "then why wouldn't you go to While the contracts hkely will be Insurance futures contracts will pro-
rather than trade futures to protect Taylor, national leader of health care the reinsurance market'>" he asked traded, volume will not be large, Mr vide only Investment Income, "lt's

themselves from adverse claims ac- consulting with The Wyatt Co in Futures contracts also pose msur- Dutcher said "All you have to do is hard to see who they're going to sell
tivity Washington, D C ance regulatory questions look at the current extent of the (in- it to," Mr Mooney said

"Stop-loss is a lot more budget- For example, while in.,estors are Foremost, some states do not allow surance) Industry in the futures mar- Meanwhile, a spokesman for the

able and fixable m a corporate en- interested in trading grain futures insurers to invest in futures con- ket," he explained "They are not oig New York Insurance Department
vironment than lolling the dice of for which there are only a couple of tracts players m the current futures mar- said it would have no comment on
futures contracts," Mr McG11 said major variables, such as ramfall, "the "Obviously, that's a state-by- state ket " whether insurers would be able to

An employer usually does not self- underwnbng rtsk of a large pool of question," said the CBOT's Mr Sa- One factor that has dampened en- purchase the contracts until regula-

insure unless it can reasonably pre- claims is a different animal," Dr moralski thusiasm for the concept is that regu- tors "really took a look at them "

diet the rlsk it is takmg, he contm- Taylor said "I would imagine almost every lators have made lt clear the con- Rating agency Standard & Poor's

ued If a company can reasonably And, because insurance companies state would want to adopt regula- tracts would be treated as an Corp of New York would want to
predict its risk, "why buy futures and self-insured employers would be tions" concerning the contracts, he investment rather than as reinsir- take a close look at any Insurer trans-
contracts?" Mr McGill asked initial "sellers" of the contracts, the said "We're not to the point yet ance, Mr Dutcher said actions involving futures contracts,

Another consultant said he does lack of other investors willing to where we can say exactly what will If the insurance contracts were to said Alan Levrn, senior vp
not think health insurance futures "buy" contracts would distort the be done " be treated as reinsurance, lt woild Mr Levin said the agency's per-

If an insurer is domiciled in a state open up another market to transfer spective is that if there lS a devel-
that does permit msurers to mvest m risk and represent competition for oping market for futures contracts,

-/0....- Get the advantages of Vermonfs futures, the insurer apparently then the remsurance market, Mr Dutcher then there might be some opportu-

Ail,Ila largest and most experi- could trade insurance futures con- said nity to hedge underwriting risk But,

 enced independent cap- tracts, said Arnold Dutcher, deputy Insurers had hoped ltS mtroduc- he added that the concept still has a

tive manager Full service director of the Illmois Insurance De- tion would open up reinsurance ca- "long way to go "

from formation to oper- partment pacity and reduce ltS COSt Now, he While futures and options trading

ation, regulatory re-
The National Assn of Insurance said, the value of the contracts to can lower Ilsk, it also can increase

Commissioners does not survey the insurers' bottom line will be based risk and, if not properly used, lead to
col porting, accounting, states that currently allow futures on the performance of the underly- significant losses, Mr Levm said

,-r-rx...r,,....... .r.rrr-r, reinsurance, Invest-
L=le IQI ZI-*lhl Kl ,, . i- LA 111 LQ 11 tradmg An NAIC spokesman noted ing portfolios of the insurance fu- And, he noted, few Insurers have

ment. Exclusive that lf insurance futures trading lS tures contracts the expertise available to trade the
providers of the most permitted as an Investment, the con- Because the futures contracts will contracts knowledgeably "We would

 comprehensive and tracts then would be rated by the not be considered remsurance, ' irs want to be convinced that companies
 I • l I l j '11 HI : f l ! I R 161,8 '1 61 :
 timely financial report- NAIC's Securities Valuation Office just hard to see how it would replace are able to manage that risk We

ing available Plus the Mr Dutcher also said that while normal reinsurance or even be wouldn't assume automatically they
Ilhnois' statutes allow futures trad- cheaper," said Sean Mooney, an know how to manage it "choices and cost savings

available only through an
independent

How contracts would work
H Lincoln Miller, CEO Michael T. Rogers, COO Continued from page 3 month policies-for which a fi>ed, procedures-in other words, health

Experts In alternative market mechanisms Prime Movers of Law vided by premium Loss adlustment guaranteed premium lS charged- insurance claims-would not meet

7 Vermont Insurance Management expenses and other management ex- that cover 25 to 500 employees, witn expectations, would be the natural

1 PO Box 306, Montpel,er, Vermont 05601
penses would not be included a maximum $300 individual deduct- initial buyers

The index would be based on 12- ible and up to a 20% copayment Individual speculators also
Factors hke the age, sex, loca-ion would trade based on their per-

and occupation of the covered indi- ceptions of where health care in-
viduals would be factored in when flation and utilization are headed,
the clearinghouse compiles the index Mr Hayes said Trading also could

CRR professionals know both rehabil- The onginal pnce of the contract be based on investors' projections

itation and the claims process. Here's would be determined by subtract- of interest rates, he said
mg the insurers' projected loss ratio The index on which the contracts

how our personal touch expedites that from 100% and multiplying by are based initially would be up-

process and helps you contain costs: $100,000 For instance, if it is ex- dated monthly, which would stim-
pected that $80,000 in claims would ulate trading For example, if after
be paid out for every $100,000 m pre- one month the policies on which

We acknowledge your referral within miums collected-or an 80% joss the Index is based are producing
ratio-the price would be $20,000 claims that would results in an 85%

3 days and personally contact you. Within Insurers and employers that self- loss ratio on an annualized basis,

5 days we start the Initial Reha- insure their health plans could use the price of the contract would
the policies to hedge underwriting drop from the original $20,000 to

WHILE YOU WERE OUT bilitation Survey, getting input losses For instance, using the pre- $15,000, which could trigger trad-

M Debm. A 1<pja from all involved parties. We vious example, an insurer would ing
wnte $100,000 in policies with the Mr Hayes said that eventually

, ORR then create a plan, review cost expectation that they would generate the Index could be updated more
$80,000 ln losses The Insurer then frequently

Phone _ 609 395-9090 estimates and reserves with
could "sell" a futures contract for Trading could also be triggered

you and update you every 30 $20,000 to hedge against its under- between updates of the index by
writing rlsk factors such as increases in the

TELEPHONED PLEASE CALL X days. From the time of referral, By the end of the policy year, how- health care component of the Con-
CALLED TO SEE YOU URGET cost-effective physical and ever, the msurer finds it has paid out sumer Price Index, the announce-

V #-.

Mpqqpgp or*
$90,000 in claims on the policy That ment of new medical technologies

vocational rehabilitation begins, means an "excess" loss of $10,000 and changes in the number of peo-

04*f. ending if possible with a job If the policies that comprise the ple with AIDS
mdex on which the futures contract Once the initial contracts are es-

placement and follow-up. is based perform similarly, the con- tablished and popular, Mr Hayes
tract price would have fallen to said additional health insurance
$10,000, according to the formula contracts could be introduced, fo-You're involved at every used to set contract prices cusing on areas like managed care

step, armed with full informa- 100% 90% x $100,000 plans, large, self-insured employ-
= $10,000 ers' experience, long-term care in-*S>.*f tion. All parties benefit from The insurer then could "bu 4" a surance, and retiree medical bene-

the best, most cost-effective futures contract for $10,000, which fits
would give the insurer a $10,000 The automobile physical damage

rehabilitation, applied promptly. profit on the contract, since it orig- futures contracts, which would be
inally "sold" a contract for similar in structure to the health

Take that first step now. Contact $20,000 The $10,000 "profit" gen- insurance contracts, are expected
erated by the futures trading to be based on six-month policies

Debra A. Keiser, Assistant Vice President, would offset the $10,000 "loss" with a maximum deductible of

Continental Rehabilitation Resources, generated by the health insurance $1,000, said Gregory Samorajski,
policy written by the insurer senior operations managei-finan-

One Continental Drive, Cranbury, Nj Insurance futures contracts cial institutions for the CBOT, who

08570-0001. Phone (609) 395-2020. would be based on one-year poll- is in charge of both contracts' de-
cies And a runoff period of Lp to velopment
six months before the contracts are Options trading, as well as fu-
settled would allow for incurred- tures trading, would be available

C
01-1 -r.SM Continental but-not-reported claims on both the health and auto con-

Kis
Health insurance futures con- tracts, said Mr Samoraiski

Rehabilitation tracts have natural buyers and In options trading, a trader can
sellers, said Mr Hayes purchase the right to buy or sell a

Resources, Inc. Insurers and self-insured em- futures contract at a specific price
ployers which are interested in before a specified date This allows
hedging in case claims exceed futures traders to hedge their posi-
projections would be the likely in- lions, said Mr Samorajski

There when it counts. itial sellers And hospitals and "It's a way to limit risk without

other medical organizations, which eliminating upside potential," he
fear that revenue for health care said
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Pre.disaster plan called critical
Bank's vp
describes

Hugo effo rt
By COLLEEN JOHNSON

NEW ORLEANS-Protecting
bank property is critical in a hur-
ricane, and pre-disaster planning
can help, says a South Carolina
bank executive.

David R. Conley, vp at South
Carolina National Bank, described

how his bank prepared for and
dealt with Hurricane Hugo at a
session at the American Bankers

Assn. National Security and Risk
Management Conference late last
month.

A few days before Hurricane
Hugo hit in September 1989, a re-
covery control team, composed of
senior bank officers, met to make

sure communica-

No
tion plans were in
place and prepare
a checklist for

branch offices, Mr.

Conley said.
To help protect bank property,

managers were told to have items
like mineral oil, petroleum jelly,
plastic duet tape, large plastic
bags, rubber gloves, plastic sheets
and a paint brush.

The checklist then instructed

employees on how to power down
automatic teller machines and

computer equipment, and how to
place currency and important doc-
uments in plastic storage bags in
the vault. Items in the vault should

be moved above floor level, the
checklist noted. Both sides of the

vault door should then be coated

with mineral oil and petroleum
jelly to protect against rust, and
duet tape should be placed over the
outline of the door.

Windows should be taped to pre-
vent broken glass from flying into
the office, he said.

A command center was set up at
the bank's Columbia headquarters.
Mr. Conley advised having a back-
up location in case the original
command center is severely da-
maged.

Before a storm hits, employees
should be directed to call the com-

mand center for help with either
bank or personal difficulties, he
said.

Mr. Conley also recommended
that banks plan on assisting em-
ployees whose homes are damaged
by a hurricane, and that employees
be urged to develop personal disas-
ter recovery plans.

"Once their lives are back in

order, they'll be able to come in
and help you get your bank up and
running, and not before," he said.

One lesson Mr. Conley learned
the hard way: Have a list of cur-
rent employee phone numbers. In
the aftermath of Hurricane Hugo
the bank found many of its num-
bers were outdated. It wound up
asking a radio station to broadcast
a message asking employees to call
in if they needed help, he added.

Use materials and workers from

outside the area to clean up after a
disaster, he advised. By doing so,
banks will avoid depleting already
scarce local resources. "You

coul<in't beg, borrow or steal a slab
of plywood in Charleston 48 hours
after Hugo hit," noted Mr. Conley.

The bank attempted to open a
branch in every city hit, if only for
a few hours, on Sept. 25, the first
business day after the hurricane
was over, he said.

Portable generators powered
lights and calculators, Mr. Conley
said, adding that employees should
be instructed on the limited capa-

bilities of these gererators. At ore
branch where a g€nerator wa:n't
fully functioning, an investigasion

later found :hst employees had
drained its pcwEr on non-essential
items like a coffee pot and :wo
curling irons, he said.

Key brancr_€s should be pre-
wired to accommodate a gener:-
tors, he added.

Cleanup teE ms removed downed
trees from arcund the affected

banks, and extra security was pro-
vided, he saic. "Remember tlis :s

not business as ususl," he said.

'Remember this is

not business as

usual," says Mr.
Conley. 'People are
very stressed out.'

"People are very stressed out."
Also, employees-from tellers to

execu:ives-from areas nct se-

verely damaged by the storm vo-

lunteered to help staff branches in

the disaster area, Mr. Conley
noted "I think this speeded our re-

covery up tremendously," he said.
'[t also boosted morale like you
Fouldn t believe."

Money spent and actions taken
during the cleanup should be do-
cumented for insurance purposes,

he sa.d. And, bank risk managers
should make sure they know how
much of the extra expense of get-
ling back in business is covered by
the bank's property insurance, he
added.

In addition, bank officials should

get to know the local authorities
who will control access to a hurri-

cane-stricken area after the storm,
he pointed out.

Finally, Mr. Conley suggested
banks put on a hurricane pre-
paredness workshop for employ-
ees, noting that the National
Weather Service is willing to pro-
vide speakers for these meetings.

Thomas Gerrity, vp-information
security at First City Bancorp of
Texas Inc. in Houston, moderated
the session. •
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Bankers beware of pollution liability: Expert
By COLLEEN JOHNSON

NEW ORLEANS-Ban< trust

departments should beware of a
court ruling that lenders may be li-
able for cleaning up pollution on
property used to secure loans, ex-
perts warn.

Pollution-related lawsuits prob-
ably have prompted banks to re-
vise their lending practi:es "to
stay away from environmental
trouble," said Kenne:h 0 Freer,
president of The Hampton Corpo-
rate Strategy Group Inc. in Ports-
mouth, N.H. "Look at wha: vou're

doing in the lending area, and pick
those s:me practices and bring
them into the trust area, " he re-

commended.

20
Mr. Freer and

Michael R. Gar-

field, senior coun-
sel for Bank of

Boston, spoke last month on a
p anel about trust property man-
agement a: the American Bankers
Assn. National Security and Risk
M anagenent Conference.

The U.S. Supreme Court recently
declined to review an 11th U.S.

Circuit Court of Appeals ruling on

HOME INSURANCE COMPANIES
Customer Service Comes Firstr

BIEDERMAN, KELLY
100 FIFTH AVENUE

NEW YORK, NY 10011

lender liability for cleanup costs.
The appeals court held that a
lender with "the capacity to influ-
ence the corporation's treatment of
hazardous waste" could be held li-

able under the Comprehensive En-
vironmental Response, Compensa-
tion and Liability Act (BI, Jan. 21).

That ruling contrasts with a 9th
Circuit interpretation of the Su-
perfund secured lender exemption.
In August, that court held that a
municipal entity that issued reve-
nue bonds to a firm to promote
industrial development was not li-
able for cleanup costs because the

municipal entity was not involved
in managing that firm (BI. Sept. 3,
1990).

To avoid liability, Mr. Freer said
banks should avoid operating
property held in trust and be "very
careful" in dealings with closely
held businesses. He gave tips for
trust departments managing en-
vironmental exposures:

• Use an environmental check-

list to identify potential exposure
on all properties the bank holds.

• Establish a committee to over-

see administration of all properties
with potential exposure.
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He built his success on losses.

Mike Conroy has been dealing with insurance claims
for a quarter centwry now.

He was a claims veteran even before joining us as
Executive Vice President for Claims and Loss Control.

'l rose through the ranks," he says. "The first claim
check I delivered was for $35. When you start like that,
you never forget your policyholders are peop/e."

Under Mike's direction, The Home is doing an even
better job of handling claims these days.

Among other things, every time we settle a claim,
we ask our policyholders to tell us how we're doing. To
make sure we're delivering everything they expect
of us.

If that was important before, it's even more so now.
Because now that we're concentrating on larger more
comp/ex risks, we need the best claims people in the
business.

Which is, after all, why Mike Conroy's with us now.
The Home underwrites Commercial Unes, Major

Accounts. Specialty Lines and upscale Personal Lines.
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• Before acceptance, require a
completed environmental checklist
for all properties and surveys for
those likely to have such expo-
sures.

• Require that all trust docu-
ments authorize the bank to moni-

tor, review and inspect any prop-
erty held in a trust or estate.

• Require that all trust docu-
ments give the trustee power to
clean up properties. This probably
will minimize the bank's liability
and save the customer money in
the long run, he said.

• Avoid placing officers on
boards of closely held corporations
that might have pollution expo-
sures. Unless a bank purchases a
specific rider, its directors and of-
ficers policy generally won't pro-
tect such officers, he said.

• Analyze closely held com-
panies from a financial and invest-
ment management viewpoint.
Avoid management involvement by
requiring the company to hire
competent third-party managers
who make financial reports to the
trustee.

• When possible, dispose of
closely held companies and proper-
ties with pollution potential within
six months. If a bank holds prop-
erty it is foreclosing on longer than
six months, a proposed EPA rule
would place the burden of proving
it was not held for investment pur-
poses on the bank, he said.

• When liquidating a business as
part of an estate, employ an inde-
pendent firm or auctioneer who in-
demnifies the bank.

• When liquidating business, do
not oversee completion of work in
process or take other actions that
may cause the trust department to
be held liable as an operator.

If a client wants to place prop-
erty in trust, the bank's new busi-
ness officer should inspect the
property for environmental prob-
lems like asbestos and buried oil

tanks, Mr. Garfield said. If the
bank doesn't look for such prob-
lems before the property is placed
in trust, the client could later
argue that the bank should have
done so and is responsible for
cleanup costs, he said.

Banks also must keep an eye on
properties held in trust to make
sure no outside party places toxic
substances on the land, he said.

Bank risk managers should make
sure they are familiar with both
state and federal environmental

regulations, he noted.
Dennis W. Kreiner, vp and assis-

tant secretary of Mercantile-Safe
Deposit & Trust Co. in Baltimore,
moderated the session. I

370 attend

banking
conference

NEW ORLEANS-About 370

people attended the 1991
American Bankers Assn. Na-

tional Security and Risk Man-
agement Conference.

The annual conference was

held Jan. 22-25 at the Hyatt Re-
gency New Orleans. Concerns
about travel due to the Persian

Gulf war apparently did not
significantly affect attendance,
an ABA spokesman said. Only
three of 24 registrants from En-
gland did not attend, and one of
two registrants from Israel did
not come.

Next year's conference will be
held Jan. 26-29 at the Sheraton

Harbor Island in San Diego.
Those interested in attending
should contact Saundra Cur-

renee, ABA program manager,
at 202-663-5290. I
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Bank acquisitions require eye for detail
By COLLEEN JOHNSON

NEW ORLEANS-Risk manag-
ers for banks contemplating a
merger or acquisition should care-

fully research the other company,
experts say.

"Bankers who do not do their

homework thoroughly. . .are in for
some very unpleasant surprises,"
said Edward G. Weiss, director of

corporate risk management for
First of America Bank Corp. of
Kalamazoo, Mich.

Mr. Weiss spoke at a session on

mergers and acquisitions at the
American Bankers Assn. National

Security and Risk Management
Conference late last month.

Once they learn a merger or ac-
quisition is being considered, bank

risk managers should "immedia-
tely get as much information on
that organization as possible," Mr.

Weiss said. One of the best con-

tacts could be the risk manager's
agent/broker or insurer, he said,

adding that no risk manager
should contact the other organiza-

tion without ap-

2*0 proval from supe-
riors.

When that first

contact is made,

"keep in mind, the tone of your
voice is very important," Mr. Weiss
said. He advises planning what to
say, keeping conversations brief
and bearing in mind that the other
person may be thinking, "Where's
my job going?"

Mr. Weiss also suggested calling
the proposed change an "affilia-
tion" and noted that it's important
to "be friendly."

"Just because your company is
interested. . .you don't walk in like
a bull in a china shop," criticizing
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past practices, he recommended.
Before proceeding, risk manag-

ers should review: insurance poli-

cies; annual reports; appraisals;
audit reports; an automobile list;
branch locations; building values;
captive programs; charge-off re-
ports; the claims history; claim re-
serves; the value of furniture and

fixtures; contractual obligations;
the value of electronic data pro-
cessing and the tapes and discs on
which it is stored; and environ-
mental risks.

He also advises reviewing: farm
management programs; foreclo-
sures; insurance reports; leasing;

prior and pending litigation; loss
runs; real estate on which the bank
had foreclosed and to which it now

has title; repossessions; funds set
aside for deductibles or self-insur-

ance; settlement practices and
trust-held properties.

Risk managers should also look
at companies used by the organiza-
tion in question. These include the:
brokerage, data processing firm,
insurer and agency, leasing com-

pany, mortgage company. title
company, travel agency, foreign
bank and the corresponding bank.

Next comes a written trans ition

plan for insurance programs Mr.
Weiss suggested having the plan
approved by management and
sending copies to the chief execu-
tive of the target company.

Insurance policies can be conso-
lidated either on the date of ac-

quisition or upon expiration.
After the session, he recom-

mended consolidating individual

policies for the company being ac-
quired at the time of expiralion.
This helps the acquiring company
avoid antagonizing the ins rers
and agents for the acquired com-

issues. Track the trends. Follow'the

changes and developm,entsin risk
management, employeehiSSIBfand
the commercial insurance industrv -

with topics such as'€!frinstince; fost
control, captives,·benefit plan design & -adrilistratiGn. systems &-knalysis,
surplus lines, reinsurance, market

conditions, financial developments,
claims settlements, government
regulations & legislations, and more.

TOTAL ENCLOSED $

PAYMENT MUST ACCOMPANY ORDER -

E] Visa [3 Mastercard [3 Optima [3 American Express

[3 Check Enclosed (payable to Business Insurance)

Mail to:

Editorial Index Service
Business Insurance

220 East 42nd St.

New York, NY 10017
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pany, and possible early cancella-
tion penalties, he explained.

Some types of coverage, how-
ever, must be consolidated at the

time of acquisition. A clause in
directors and officers liability and
financial institution bond policies
says coverage ends on the date of
an acquisition, he explained.

All cancellations or non-renewal

of policies should be made in writ-
ing, and former agents and brokers
should be thanked for their service.

Also, risk managers should con-
tact the chief executive of the com-

pany being acquired and ask if that
person knows of any event that
could lead to a claim, he said.

John F. Roskopf, vp at Rollins
Burdick Hunter Co., a retail bro-

kerage unit of Aon Corp. in Chi-
cago, also offered tips for risk
managers dealing with an acquisi-
tion. Attendees viewed a video of

Mr. Roskopf's presentation, since
he was recovering from surgery.

In reviewing the closing agree-
ment, risk managers should con-
sider the assumption of incurred
but not reported claims and cur-
rent, past and future liability;
whether claims reserves-both by
the company and the insurer if
there is a retrospectively rated pol-
icy-are adequate; terms of trans-
fer; and prior insurance.

In doing a financial analysis of
the company to be acquired, a risk
manager should look at adverse
claims development and its poten-
tial impact on cash flow, income or
assets, Mr. Roskopf said. This will
show that the risk manager is
looking at the "big picture," and
not just technical issues, he added.

Prior mergers and acquisitions,
along with divestitures, should be
reviewed to see whether the com-

pany to be acquired may have di-
vested a company but retained re-
sponsibility for the IBNRs of its
products, Mr. Roskopf said.

Risk managers should also con-
sider possible liability for any dis-
continued products, Mr. Roskopf
said. And they should be aware
that if an acquired company has
products under warranty, continu-
ing to honor the warranties could
strengthen a case for successor lia-
bility, he said.

He recommends examining the
loss history of a potential target
company. By avoiding acquiring
that company's insurance policies,
the purchasing company can avoid
liability for incidents predating the
buyout, Mr. Roskopf explained.

Risk managers should object to a
target company's suggestion that it
will settle pending cases to clean
up the books. That could set an un-
favorable precedent, he said. And,
since the acquiring company may
sometime need testimony from of-
ficers of the acquired company, the
acquiring company should try to
reach an agreement for "access to
their talent," he added.

Among the items Mr. Roskopf re-
commended bank risk managers
review in a potential acquisition
are:

• The approval process for loans
and overdrafts.

• Computer/data security.
• Who signs checks and makes

disbursements.

• Documentation and audit pro-
cedures.

• The adherence to investment

guidelines.
• Owned real estate and lender

liability.
• Housekeeping, in that falls are

a frequent source of claims.
• Non-bank divisions like fi-

nance companies, leasing com-
panies, data processing services,
foreign exchange operations, tax
and persohal finance planning, in-
surance agencies and charitable
and community work.

Michael R. Becker, vp of First
Chicago Corp. in Chicago, mo-
derated the session. •
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Experts detail bomb threat response plan
By COLLEEN JOHNSON

NEW ORLEANS-A bank's re-

sponse plan to bomb threats should
be designed to correspond to the
various degrees of immediacy and
specific threats, according to a cor-
porate security manager.

War in the Persian Gulf has

made terrorism a "hot topic," said
Peter J. Baldassaro Jr., vp at Hi-
bernia National Bank in New Or-

leans. He spoke on "How to De-
sign a Bomb Threat Plan that

Won't Blow Up" at

NO
the American

Bankers Assn. Na-

tional Security and

Risk Management
Conference late last month.

Although only about 5% of bomb
threats to banks come from terror-

ist groups, these are the ones that
should raise the greatest concern,
Mr. Baldassaro warned.

About 70% of bomb threats come

from inside sources, such as un-

happy employees and customers.
And the remaining 25% come from

sources with no apparent business
connection to the bank, he said.

Moderator Daniel E. Hunter, se-

nior vp-corporate security at C&5/
Sovran Corp. in Atlanta, stressed,
however, that he didn't think the
Gulf war would increase terrorist

threats to banks.

After receiving a number of
bomb threats, Hibernia National

Bank decided to develop a re-
sponse plan, with assistance from
law enforcement officials and a se-

curity consultant, Mr. Baldassaro
said.

A bomb threat raises several

issues, he said, including: how to
provide a reasonable level of safety
expected by employees and cus-
tomers; the impact of business in-
terruption; possible negligence
claims; and potential endanger-
ment of insurance coverage if the
bank does not act prudently in
such a situation.

When forming a response plan, a
bank should consider how it will

be communicated to employees and
tested and what to do if a bomb

explodes, Mr. Baldassaro said.
One person, rather than a com-

mittee, should be designated to
make decisions when a threat is

received, he said. "This guy is
going to be Harry Truman, because
the buck is going to stop there."

Any threat must first be eva-
luated in terms of how specific it
is, he said.

For example, more drastic mea-
sures should be taken if a location

of the bomb or time of detonation

is given, or if the threat is or could
be related to a terrorist group, Mr.
Baldassaro said.

To lay out such guidelines, Hi-
bernia National Bank, with the

help of law enforcement officials
and consultants, has developed a
series of responses depending on
the level of the bomb threat.

For example, if a caller says only
that there is a bomb in the bank,
the bank should call police, in-
crease observation and control at

entries, and search exit and stair-
well areas, he said. However, if the
caller is more specific and provides
information such as a location of

the bomb but does not indicate po-
litical motivation, the bank should
also order searches of the building
and specific departments and
areas, in addition to the previously
described steps, he said.

If the caller gives a detonation
time that is more than an hour

away, the bank should stop all
entry to the building and evacuate,
along with taking the above steps,
Mr. Baldassaro said.

Finally, if the threat is politic-
ally motivated-or the caller im-
plies or states the threat is from a
terrorist group-and gives a deto-
nation time of less than one hour,

the bank should call poli 2e, search
exits and stairwells, stop all entry
to th? building, order an evacua-

tion and conduct a post-threat
search, he recommended.

A key part of any response plan
is ou -lining who will search for a
bomt and how they will do it, he
said. The best people to search a

targeted area are emfloyees who
are Yamiliar with it and they
should be trained how to conduct

the search, he said.

Bombs are most likely to be

planted in public areas like a res-
troom or near the entrance to a

building, because the person

planting the bomb will want to
carry it for the shortest t.me possi-
ble, Mr. Baldassaro said.

To help employees deal with a
bomb threat, Hibernia nas placed a
tear-out sheet in the office phone

A key part of any response plan is outlining who

will search for a bomb and how they will do it,

says Mr. Baldassaro of Hibernia National Bank. The

best people to search a targeted area are employees

who are familiar with it, he says.

directory that illustrates the dif-
ferent categories of bomb threats.
An employee that receives a threat
over the phone needs only to pull
out the part of the sheet describing
the threat and forward it to the ap-
propriate person, Mr. Baldassaro
said.

This helps employees clearly re-
member what was said, he ex-

plained.
Evacuation routes should be es-

WE BUILD SPECIALTY

PROGRAMS FROM THE

GROUND UR

tablished, as should a gathering
area away from the building, so
that employees will not scatter and
can be called back to work if it is a

false alarm or minimal damage
occurs, he added.

If an evacuation is necessary,
people should be directed to exit
by going "up and away," or to a
floor above the bomb, if possible,
and away from the device before
descending, he said.

In fact, we're one of the leaders in specialty

business insurance. We work with producers

to develop and grow specialty programs

for the movie business, nursing associations
and sporting events, to name but a few-that

require an expertise other insurers don't have.

So if you're _ooking for a company that will
work with you to develop specialty coverages,
try Transamerica Insurance. And see why

our programs are worth watching.
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Bank mar agers should also olan
ahead to kelp police preserve the
crime :cEn2 and deal with refort-
ers, Mr. Ealdassaro said,

Dur.nE ti: presentation, Mr.
Baldassaro re ferred to an artie-e in

a bank secrity publication that

says "nationwide statistics on
bomb threats indicate a ratio of

one reml bomb to every six
threats.'

Hoever Bill Chain, an FE·I
agent wto also spoke at the ses-
sion, sai E there "really are no rel.-
able statistics" on nationwide

bomb :hrea- s

Berrari Graiser, a New Orleans

police sergeant, said officers in h.s
district reganded to 150 reports ef
bomb threats in 1990. About SO of

them -Ne-e "goid calls," meaniz.g
that a bomb or some device was

found, hE ssid. I

, Lie ' - f *'.
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Tips on maximizing broker relations, service
By CCLLEEN JOHNSON -

NEW ORLEANS-Whether
searching for a new broker or try-
ing to maintain a good relationsh*
with a euire.-_t one, risk managers
should ma-:e sure their broker un-
derstands-and

does-what they
want, experts Bay. No

Credibilizy is the
most imporsan trait

risk managers must project in the in-
surance marketplace, said John E.
Foley, corpor Ete planning officer of
Alexander & Alexander International
Inc., a divis_on of Alexander & Alex-
ander Servi zes Inc. in New York,

"If you're civalier with your bro-
kers and Lnderwriters, it'll come
back to haun-- you," Mr. Foley saic
during a Fanel discussion at the
American Eatikers Assn. National
Security and Risk Management

Conference late last month.

Asking a variaty of brokers for ox·-
posals-whirh do not inclu i. O-cs
from insurers-"does keep y,Ic_r -Drc -
ker on his bes," out shitild no: te
done annually unless changes are
necessary or there are problems w_tn
a program, Mr Foley said. lt:ing
together a proposal for a pa -tic-far
client is "ver, expensive," he said

Brokers generally don': make much
money during the first year with a
new client and are lo)king for lang-
term reiationshiDS, Mr. Foley said.

Risk managers seeking broler pr:)-
posals should start four to six mor.tns
before renewals ard shou- d be spe-
cific, he advised.

Risk managers for banks, Mr. Fcley
said, should ask prospect.Ve broken
for:

• Background on their compan>
and informa-ion on how they ser-
vice financ.al institutions.

/4 :fl' /,7

• Information including resumes
-n the sen':ce tear that would Le
assignec to the account.

• Refe-ences from finar.cial inst:-
luton Sients, including conta-t
r:mes and phine nus_bers

• Infcrmatiin on how clients are
kept abrrast of market changes.

• Details on how 2overage sum-
maries, Fremium and loss exhibits,
commissi,)n paid schedules loss con-
trol repcits, risk ana->sis reports and
attachment pcint analysis would be
privided

• Inforna.ic,n on whether the bro-

ker is a'filialed with c,r precluded
frcm using a particular insurer.

• Information on ability and ex-
perience in evaluating and devel-
Dp ng alternative insurance mecha-
nisis.

• Descriptions o. serv-ces thal
4-ollid be prOV-decl, along with a de-
ser.ption of the method and amount

of compensation.
• A thorough analysis of strengths

and weaknesses of the current pro-
gram with recommendations for
change at renewal.

Edgar W. Armstrong, consultant
and manager with The Wyatt Co.
in Washington, D.C., said asking sev-
eral brokers foI proposals is the best
policy when 10z,king for changes in
D&0 or financial institutions bond

coverage. The broker chosen on the
basis of a proposal will then obtain
the insurance, said Mr. Armstrong,
noting that the market for those
types of coverage is too limited for
one bank to have four or five brokers

seeking competitive bids from insur-
ers.

Competitive bidding can be used
for general property/casualty cover-
age, but shouldr.'t be done more than
every four to six years, he said.

Risk managers could also award

a permanent appointment to a bro-
ker, but "I've never found a situa-
tion where it's worked," Mr. Arm-
strong said.

Some reasons for seeking proposals
or competitive bids, according to Mr.
Armstrong, include: merger or acqui-
sition; change in the underwriting
cycle; dissatisfaction with the current
broker; notice of non-renewal or a
major change in policy conditions;
dissatisfaction with current un-

derwriters; consolidation of cover-
age; a new exposure; and concern
over insurance costs.

Mr. Armstrong's tips for seeking
proposals or competitive bids from
brokers include:

• Base specifications on an audit
of your current insurance program,
including any new risks or changes.
But, don't let competitors bid on an
incumbent broker's package.

• Limit the number of brokers in-
volved.

• Don't award the business to a

broker that can't handle an account
of that size.

• Don't let more than one broker

go to the same underwriter in the
bidding process-except in the case
of reinsurance.

• Let brokers improve on your
specifications.

• Te11 prospective brokers you
don't intend to put the program up
for bids every year.

• Look at factors other than price
when choosing a broker-such as
scope of resources and the way the
broker treats you.

• Thank all participants in the
bidding or proposal process.

Mr. Armstrong suggests that risk
managers develop a contract with the
chosen broker, covering topics such
as how the business will be placed,
how many underwriters will be
looked at and what services will be
provided.

Also speaking on the panel was
Wynne B. Romefelt, vp/risk manage-
ment officer at First National Bank

of Toms River, N.J. Hank Bieniecki,
vp of Boatmen's Bancshares Inc. of
St. Louis, moderated the session. I
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Risk management education
By Sandra G. Gustavson Business students well prepared to lead useful professional and

societal lives

1

THERE IS QUITE A CONTROVERSY raging over Now is the time for individuals and others who L

the appropriate role of risk management all need to know realize the importance of risk management to make

education in the undergraduate business their convictions known On Feb 17, the AACSB

1 curriculum committee that is drafting the new standards will

With some notable exceptions, most colleges and the basic principles meet for the last time prior to issuing a final draft to

universities involved in undergraduate business be voted on in April Prior to Feb 17, letters from

education simply ignore the entire subject of risk mission This type of change is being contemplated the business and governmental communities can
i

management Some deans and others with political for a variety of reasons, one of which is to allow help to focus the committee's attention on how and

power within institutions of higher education cite more flexibility within business school curriculums why risk management is important for all business
budgetary constraints in explaining this omission The concept of increased flexibility is indeed students Letters should be addressed to the

Others quote the historical position of the American desirable, but it should not be used as a blanket chairman of the committee, John P Evans,

Assembly of Collegiate Schools of Business excuse for completely ignoring subject areas as vital Graduate School of Business, Carroll Hall,
(AACSB), which is the sole accrediting body for U S to the future as risk management University of North Carolina, Chapel Hill, N C

business schools The AACSB has never recognized The preamble of the December 1990 draft of the 27599, and should provide illustrations of the

risk management as a unique discipline Instead, the proposed new standards being considered by the significance of risk management within the letter

subject has been equated with the study of AACSB states, "Just as managers face rising writer's own orgar_nation Specific examples

insurance, which the AACSB deems as too expectations for their performance and the pointing to the potential consequences of ignoring

specialized and vocational in nature to lustify study performance of their organizations, programs in risk management principles also would help the

by all business students management education also should anticipate rising committee understand exactly what risk
Many of the assumptions being made about the expectations " Can any examples of businesses management is all about

study of risk management ale simply untrue, and or other organizations be cited in which responsible After Feb 17, letters of support can still be

decisions based on those assumptions may have dire management decisions are possible without helpful Persons who are trustees, directors,

consequences in the future A basic awareness of consideration of sources and consequences of fund-raisers or alumni for colleges and universities

risk management principles is important for all various types of risk? How can the standards for should personally contact institutional leaders they
.I-1

future business leaders responsible management education condone know Deans, presidents and others involved with

Students who cannot recognize potential sources deficiencies of knowledge that may undermine not business education must be made aware of the

of risk are inadequately prepared to participate only the achievement of basic organizational goals, importance of risk management and should be asked
fully in management processes intended to achieve but also the survival of an organization itselfi It to consider supporting its study on a widespread

basic organizational goals such as profit would seem that the integrity of the higher basis Individuals wanting to express support more
-rt,

maximization, earnings stability and growth At education system demands something more directly should consider writing letters to AACSB

best, these future managers may learn basic risk The American Risk & Insurance Assn has taken President William G Shenkir, Dean, McIntire

management principles in an ad hoc manner over the lead in trying to change this situation This past School of Commerce, University of Virginia,
time as they perform their Jobs In many instances, fall, ARIA's position paper, "Risk Management An Charlottesville, Va . 22903-2493, and 8
such persons will implement less-than-optimal Essential Part of the Common Body of Knowledge President-Elect Richard J Lewis, Dean, College of 

.

methods of handling risks, perhaps only after losses for Business," was endorsed, published and Business, Michigan State University, East Lansing, =rz

j occur, with no prior integration of risk management distributed through a grant from the Risk & Mich 48824

concerns into overall managerial philosophies At Insurance Management Society Inc The paper's Business deans at the following institutions also

worst, these individuals may endanger the very endorsement by RIMS was followed with official are currently serping as AACSB officers or directors

survival of the organizations they will be attempting endorsements by several other groups, including and might be con:acted Southern Methodist
to manage the Public Risk Management Assn , the Western University, Louisiana Tech University in Ruston,

This way of dealing haphazardly with potentially Risk & Insurance Assn and the Southern Risk & La, Henderson State University in Arkadelphia,

catastrophic risks certainly is not desirable in an Insurance Assn Ark, Oklahoma State University, North Carolina

environment in which management accountability lS The ARIA paper calls for the incorporation of A&T State University, Roosevelt University in
5CIA

expected and demanded some form of risk management education into all Chicago, University of Arizona, San Diego State

Alternatives exist If all business students were accredited business programs Such a requirement University, and the Massachusetts Institute of

required to learn the basic principles of risk must be implemented with a separate course in risk Technology
management decision-making, they and the management at some schools Finally, it should be noted that AACSB

organizations that will employ them in the future In other institutions, risk management principles membership consists not only of colleges and
would be well served The risk exposures now facing might be integrated into existing courses in universities, but also many business, government

most organizations are too large in both size and management, finance, accounting, marketing and and professional institutions Organizations that are

scope to rely on outmoded management methods business law, and the paper offers specific AACSB members are eligible to send representatives

that fail to integrate risk management suggestions about how to achieve such integration to the national AACSB meeting at the Adams Mark

considerations Into all aspects of their planning, The key point of ARIA's position is that all business Hotel m St Louis on April 21-24 Prior to that time,
organizing, leading and controlling processes students need to be aware of basic risk management there will be a regional AACSB meeting at the Hyatt

In prior decades, it was possible for many principles Exactly how that would be accomplished Regency Hotel iT. Houston March 13-14 Personal
s organizations to concentrate primarily on the risk at each school can certainly vary, especially in light conversations with deans and other AACSB

financing phase of risk management and then of the AACSB's increased concern for curriculum members attending these meetings can solidify

M merely buy insurance to protect against obvious flexibility arguments made in letters and provide an

1 perils and employee obligations But in the intensely Regardless of the obvious merit of arguments opportunity to address questions posed by those for

- competitive, ever-changing climate of the 1990s and favoring widespread risk management study, the whom the study of risk management is still a new

beyond, such unidimensional management decisions inclusion of such a requirement in the new AACSB idea -il
1

E4

will rarely be either optimal or prudent Business, - accreditation standards lS not at all assured Time is short before final decisions on this issue

legal and societal pressures are all combining to According to the December 1990 draft of the new will be made ARIA, RIMS, PRIMA and many others r

-el

require more sophisticated, integrated approaches standards, the only busmess disciplines that would have taken a public stand expressing the crucial
Now-and even more so in future years-lt 8 be specifically required are accounting and need for risk management education But the

essential that quality management education economics, which are described as necessary rationale for their position and the dangerous 4
include risk management as an integral and "foundation knowledge for business " consequences of ignoring the need must be S

indispensable element The list of other foundation knowledge that would expressed repeatedly this spring if there is to be any -i -
Is this even remotely feasible? The answer is a be required includes behavioral science, chance for success

resounding "Yes! - It iS feasible, but it is also mathematics and statistics Elsewhere in the draft,

unlikely without overwhelming support from both there is a requirement addressing the need to
the business and academic communities provide students with "an understanding of Sandra G Gustavson ts a

The accreditation standards set up by the AACSB perspectives that form the context for business " PTofessor of nsk management and --f-

are currently undergoing revision, with a vote on Against this background, one might ask whether it insurance and head of the

r new standards expected to occur in April. One of the is at all reasonable to expect the AACSB to add risk Department of Insurance, Legal

major changes that likely will be enacted at that management to standards that are so intentionally
time is a provision allowing each individual vague and limited But that is not the right question

Studies and Real Estate at the 5 *_

University Of Georgia :n Athens

business school to specify its own mission For to ask Rather, one must ask whether it is either Ms. Gustauson also ts president of

accreditation purposes, each school's curnculum reasonable or responsible to omit risk management the American Risk and Insurance

= would then be judged in relationship to that stated from standards intended to assure that students are Assn Ir-



Benefit managers
Continued from page 3
preciate benefit managers' contri-
butions and, thus, benefit manag-
ers will continue to receive more
respect.

Richard S. Raskin, a consulting
actuary with The Wyatt Co. in New
York, said that both management
and employees are expecting more
from corporate benefit depart-
ments.

Management is "trying to get
, more out of their benefit depart-

ments and at the same time are
trying to control the costs of ad-
ministration. They are very reluc-
tant to allow increases in staff,"
Mr. Raskin said.

Employees "expect to have plans
that are easier to work with, that
are more user friendly," he added.

Higher health care costs, corn-
plex regulations and greater em-
ployee demands all are creating
more work for benefit depart-
ments, said Charles J. Mazza, vp of
human resources at Mead Corp. in
Dayton, Ohio.

"I don't see it changing," he said.
"All of those pressures. . .are still
out there."

Benefit managers have handled
the extra workload by enhancing
automation systems to ease admin-
istrative chores and also to allow
more interaction with branch of-

fice personnel and employees, said
Tom Seuntjens, director of finan-
cial services for Honeywell Inc. of
Minneapolis.

Although, the survey did not ask
if benefit departments have re-
duced their staffs, some have.
Honeywell, with 60,500 employees
worldwide, has 21 employees in its
benefits department, down about
20% over the past three years, Mr.
Seuntjens said.

The survey also polled benefit
professionals about the most seri-
ous problems facing employee ben-
efit departments.

Getting more staff to handle the
increasing workloads, communi-
eating benefits to employees and
benefit costs were the most com-

mon replies, said Mr. Davidson, the
survey author.

Buck's Mr. von Wodtke sug-
gested that constantly changing
rules are one of the biggest prob-
lems facing benefit managers.

"If you want to run a department
the way it should be run, you want
to get people into a routine," he
said. The constantly changing reg-
ulatory environment prevents de-
partments from developing a rou-
tine, he said.

The study also found that:
• 51% of the heads of employee

benefit departments have final au-
thority when negotiating with ser-
vice providers, while 46% have
only advisory authority. Three per-
cent did not respond.

• Only 44% have the final au-
thority to select a service provider,
while 52% had advisory authority.
Four percent did not respond.

• 21% of those heading employee
benefit departments have sole con-
trol over the department's opera-
tional expenses, like salaries and
travel costs. Fifty-five percent
share control with another man-

ager and 19% had advisory input
only, while 4% had no control over
these expenses and 1% did not re-
spond.

• The size of benefit staff varied

with the size of the organization.
For example, benefit departments
at companies with more than 5,000
employees have an average of six
professional staff members and
five clerical workers. Benefit de-
partments at companies with 1,001
to 5,000 employees reported an av-
erage of two professional staff
members and two clerical workers,
while departments at firms with
1,000 or fewer employers averaged
one professional and one clerical
employee.

• 73% of the employee benefit
divisions reported to the human
resources department. Seven per-

cent reported directly to the chief
executive officer, 7% reported to
the finance department, 6% re-
ported to the personnel department
and the remainder reported to 
other departments.

• 70% of the respondents felt
that the human resources depart-
ment was the ideal department to
which to report. Thirteen percent
said that they thought the benefit
department should report directly
to the CEO.

• Only 7% of the companies in
the survey had a separate staff de-
dicated to international benefits.
Of these companies, 27% had set up
the divisions within the past two
years.

Free copies of the survey "Ena-
ployee Benefits: An Organizational
Analysis" are avaitable from the
Public Relations Department, In-
ternational Foundation Of Em-
ployee Benefit Plans, P. O. Box 69,
Brookfield, Wis. 53008-0069; 414-
786-6700.

MIFF'Etilmtifit.+4231

Business Insurince

-4404 *·St ,·44 4er.• 04 52%18 56&im<
of Corporate Buyers of Insurance, Benem Plans
and Risk Management Services

The 1990/Directoty is updated ind
expanded - it includes information on
more than 13,000 executives from over
2.100 companies of 011 sizes located
1hroughout the U. S. Plus vital statistics on
oil companies lired include:

· primary type of business
• sales or assets

• number of employees
· nome ond title of CFO

· nomes ond titles of executives directly
responsible tor: employee benefits; pension/
retirement plans, personnel; risk and
insurance management; properly/casualty
insurance; international employee benefits
and/or risk management

Order the 1990/91 Business /nsurance

Directoty of Comorote Buyers today -
goin access to the executives who ore
directly responsible for the purchase of
commercial insurance, employee benefits
ond risk management.

To order your copy phone:
313-446-1623.

For tope soles or information call:
313-446-1625.

Or. complete the coupon and mail to:
Business Insurance Directory
Single Copy Sales
965 Eost Jefferson Avenue
Detroit, MI 48207

NEEDS ANALYSIS

Business Insurance, February 11, 1991 / 21

.

.

.

.

.

.

.

.

.

Reserve -copies

$85 each (15% discount when you order 5 or
more). All orders must be prepaid.
Make check payable to:

Business Insurance Directory

Total enclosed: 5

or charge my 0 Visa 0 Mastercard
O American Express O Optima

Account #

Exp. Bnti

qinrihirs

pnntname

hue

company

Mdress

0W

phone

state

lf only 1 COUId
stabilize my results::.

Has your net experience fluctuated with adverse loss develop-
ment and catastrophes? Financial instability can destabilize
your current balance sheet, play havoc and disrupt your plan.
The Whole Account Concept from American Re provides a
dynamic, integrated approach to client service: A Needs Analy-
sis, A Multidisciplined Team, Customized Solutions.
At American Re, we believe that long term relationships help
smooth results. With theWhole AccountConcept,wecan prove it.

Call: (609) 275-2100 THE WHOLE ACCOUNT CONCEPL

-AMERICAN
RE-INSURANCE COMPANY

American Re Plaza, 555 College Road East, Princeton, NJ 08543-5241, (609) 243-4200

Atlanta, Bermuda, Bogota, Boston, Brussels, Cairo, Chicago, Columbus, Dallas, Hartford, Kansas City, London, Los Angeles,
Melbourne, Mexico City, Minneapolis, Montreal, New York, Philadelphia, San Francisco, Santiago, Singapore, Sydney, Tokyo, Toronto

DP

--



22 ·/ Business Insurance, February 11, 1991

Federal regulation
Continued from page 2
censed companies, which are now
more often than not the innovators

of new coverages and new capac-
ity," Mr. Holbrook said.

Another cornerstone of utopia
would be a system based on "mutual

trust, not litigation," he said.
"Claims adjustment used to be a

matter of good will, good faith, mu-
tual trust and word of honor among
insurer, client and broker. But no
more. Now it's an adversarial world

where litigation can be the rule, not
the exception," he said.

"Much too quickly, the risk man-
ager, underwriter and broker are left
out of the (claims) process, negotia-
tions cease and the legal types take
over," Mr. Holbrook said.

The perfect insurance world woul'd
be one in which "service counts, not
where the commodity mentality pre-
vails," he said.

Mr. Holbrook charged that insur-

ance became a commodity-driven
market in the 1980s, when the market

began placing a greater emphasis on
price than on quality of service.

Long-term relationships are a ca-
sualty of the commodity mentality,

he said. "Many buyers believe they
must put their business out to bid for
the lowest quote for both under-

writing and broker services."
Integrated and specialized global

underwriting would be another fea-
ture of insurance utopia, he said.
"The insurer's organizational strue-
ture must integrate," he said. "Sepa-
ration of domestic and international

underwriting is no longer useful."
Mr. Holbrook said "specialized, in-

tegrated underwriting will create
more efficient insurance programs.
The result will be that a broker in

Atlanta can place an Atlanta risk in
London, Zurich, Tokyo, anywhere."

Insurers' branch offices with de-

centralized underwriting are no

longer practical or needed, he said.
"This system will bury insurers in

duplicative costs for maintaining
multiple branch plant facilities. We
need focused marketing, specialized
underwriters accessible from any-
where around the world."

Lloyd's of London, with a single
location and a global book of busi-
ness, is an excellent example of the
kind of underwriting that is needed,
Mr. Holbrook said.

The industry should live up t6 its
"traditional" role: a cost-stabilizing
factor, he said. "And, we need to
eliminate the situation where price
and availability become yet another
risk."

The U.S. insurance system is the
most "expensive, inefficient, incon-
sistent, cumbersome and cyclical" in
the world, Mr. Holbrook charged.

National Union Fire Insurance Co.

President Jeffrey W. Greenberg
agreed that insurance is a "very com-
petitive," but "very inefficient indus-
try." It has too much capital, too
many people, and it provides too lit-
tle return for its investors, he said.
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With a hard property/casualty insurance market waiting in the wings,
risk managers will turn to consultants for advice on how to structure
their risk financing programs.

Identifying the need for outside services is only half the battle
finding the right consultants to do the job can be a difficult, time
consuming task without the proper resources.

That's why readers rely on Bl's annual Risk Management Services
feature for the information they need to choose the right consultants

from the ranking of the 10 largest independent risk management
consultants and profiles of the largest consultants affiliated with insurers
and brokers to the Directory of Risk Management Consultants, a
detailed listing of services, specialties, staff, clients, compensation and
other data. Editors will also report on the types of services risk managers
are seeking from their consultants including environmental, safety and
loss control, and catastrophe consulting.

Reserve space today in an issue that gives readers a direct link to
news and information, plus the specialists in the market an issue
that will be read in detail by every corporate insurance buyer responsible
for risk management.

New York: 212-210-0228
Fax: 212-210-0704

Chicago: 312-649-5276
Fax: 312-280-3189

Los Angeles: 213-651-3710
Fax: 213-655-8157

Mr. Greenberg said the number of
insurers in the market "would lead

one to conclude that there will indeed

be a great deal of consolidation in the
property/casualty business over the
next five to 10 years. And it should
happen. The industry is inefficien.."

Herbert E. Goodfriend, an ir_de-

pendent analyst, predicted a "fierce
level of consolidation" among insur-
ers during the current economic
downturn in the United States.

"The ecbnomy is now truly in a
recession," he said. "And it is more

difficult to increase prices in this
kind of environment."

Yet Europeans and Asians are
hungrily eyeing U.S. insurers, he
said. The "worse the industry gets
in the United States, the more com-

plex, the more troubled it is, proba-
bly the more interesting it's going to
become to overseas buyers."

Mr. Goodfriend noted that foreign
purchasers feel "the grass is always
greener. But, secondly, they've got
the bucks So, as long as the dollar
remains weak, they will have excess

capital to export and that's where
they will employ it: right here in
these United States."

Whatever course the U.S. insur-

ance industry takes-utopia, a
streamlined industry with fewer in-
surers or the same system burdened
by too many markets and too much
capital-some kind of federal regula-
tion is likely, some panelists said.

And, it likely will happen sooner
than later. said Paul Brown, direc-

tor of governmental affairs for RIMS
in New York. "I think it's obvious to

everyone that Washington will take a
major role in insurance regulation,"
he said. But, "to what extent and ex-
actly when this will take place is still
up in the air."

For example, the House Oversight
and Investigations Subcommi:tee,
chaired by Rep. John Dingell D-
Mich., will likely produce a bill pro-
posing federal solvency standards,

Mr. Brown said (BI, Jan. 14).
"That is the minimum level of in-

srusion of the federal government we
see at this point," he said.

In addition, -'there will be some
critical debate in Washington" on
whether the MeCarran-Ferguson Act
should be repealed, said Dick Dorsey,
vp of the Southeast region of the
American Insurance Assn.

The 1945 law grants insurers lim-
ited exemptions from federal anti-

trust law and charges states with re-
gulating the insurance industry.

Some insurers may be willing to

discuss the possibility of amending
McCarran-Ferguson, he said. "I look
for a few more companies to say in
the future that maybe there is some

basis to negotiate, maybe there is
some basis to compromise on the po-
sition that they have had on McCar-
ran in the past."

Mr. Brown said he also expects

McCarran-Ferguson to be revised.
Rep. Jack Brooks, D-Texas, already
has introduced a bill to "as he puts it,
overhaul MeCarran-Ferguson," Mr.
Brown said (B/, Jan. 21) However,
the bill more likely would "obliter-
ate" the act, he said.

That bill is expected to produce a

"heated battle" because many repre-
sentatives are not behind the pro-
posal, he said. "If change in McCar-
ran-Ferguson is Inevitable, we hope a
better bill comes along to do it."

But Mr. Dorsey said he believes

regulatory activity will be heaviest at
the state--rather than the federal-

level in upcoming months. Issues like
rate rollbacks, rate freezes, prior ap-
proval of rates and the creation of
consumer advocate offices will con-

tinue to dominate state legislative
debates and appear in the platforms
of state politicians, he said.

Moderators of the session were

Judy Hughes, corporate risk man-
ager with BellScuth Corp. in Atlanta,
and Eben Jones, director of risk man-
ager at Rollins Inc. in Atlanta. I
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Risk manager's goal: absolute credibility'
By MICHAEL BRADFORD

ATLANTA-A risk manager's ulti-
mate goal is to attain "absolute credi-
bility," says an award-winning risk
manager.

"That's the goal, but how do you
get there?" asked Stephen M. Wilder,
director of corporate risk manage-
ment at The Walt Disney Co. in Bur-

, bank, Calif., and the 1990 Business
Insurance Risk Manager of the Year
(BI, April 30, 1989).

Speaking on a panel discussion at
the 1991 Risk

1'.ANTA 04- Management

G 1 30-Feb. 1 in At-
lanta and spon-0401 < sored by the At-

-44/ZED 100 lanta Chapter of
the Risk & Insur-

ance Management Society Inc., Mr.
Wilder said a risk manager needs a
wealth of technical knowledge to
achieve credibility among peers and
colleagues.

"I'm not sure that you can fake
it," he said. "Either you know it or
you don't."

A risk manager's universe of
knowledge must encompass an un-
derstanding of insurance policies, fi-
nance, taxes, tort law, government
regulations and a host of other sub-
jects, Mr. Wilder pointed out.

In addition, participation in pro-
fessional associations like RIMS is

essential to gain knowledge and cred-
ibility, he stressed.

There are several other criteria risk

managers must meet in order to
achieve credibility and prove the
worth of their departments and pro-
grams, Mr. Wilder said. Those cri-
teria include:

• The successful integration of risk
management with other departments.

Risk managens must work with fi-
nancial, tax, accounting, personnel,
operations and other departments, he
said. "Not only do you have to com-
municate, but you have to do it in
their language," he added.

• The ability to solve problems.
"People come to us with all kinds

of strange problems," he said.
As an example, he mentioned a

particularly hairy situation Disney
found itself in during the filming of
the 1990 movie "Arachnophobia."

The film's crew needed 1,000 to
1,500 leggy blond spiders-which are
found only in Australia-to appear in
the movie. About 2,000 of the arach-
nids were rounded up.

The problem, Mr. Wilder re-
counted, was the threat of a large
spider loss, which would shut down
production.

The solution: "We went to Lloyd's
and bought a policy with a 1,000-spi-
der deductible," he said. The policy
covered expenses related to lost pro-
duction time and spider replacement
costs in the event of a loss.

• Acceptance of the fact that the
risk manager can't do it all.

Risk managers have to find inter-
nal or external resources to help exe-
cute many programs, Mr. Wilder said.
"We can't all possibly be on top of
everything, whether it is workers
compensation reform, ergonomic stu-
dies, disaster planning."

• Giving something back to the
community.

Teaching classes and participating
in professional organizations allows
the risk manager to promote the pro-
fession and enhance its credibility,
Mr. Wilder said.

Risk managers who strive for ex-
cellence in their profession also must
command good communications
skills, according to Larry D. Gaunt, a
professor of risk management and in-
surance at Georgia State University
in Atlanta.

And those communications skills
have to include more than speak-
ing well and writing clearly, he
stressed.

"We're talking about the human
skills that make people want to listen

to what you have to say and make
people want to tell you things," Mr.
Gaunt explained.

These communications skills will
"make the difference in creating risk
management awareness in the orga-
nization. . .and in changing behavior
of people to be more consistent with
risk management."

The future, several panelists
agreed, will see businesses placing
greater emphasis on risk manage-
ment and the evolution of risk man-
agers' duties.

Mr. Gaunt said that by the year
2000 risk managers will "probably
be a little further removed from in-
surance than we are today."

"I think we're going to see more
loss-spreading techniques, more self-
insurance, higher retentions. . .," he
said.,

And more emphasis will be placed
on risk assessment and risk control,

rather than on risk financing, as
companies increasingly turn to self-
funding techniques, Mr. Gaunt pre-
dicted.

Risk managers will depend more
upon their information systems as
risk management is integrated into
other company operations, according
to Mr. Gaunt, "so that you can do
risk control, risk assessments, cost
allocations and those kinds of things
throughout the organization."

Thomas V. Irvin, assistant vp-mar-
keting at CIGNA Special Risk Facili-
ties, a unit of Philadelphia-based
C]GNA Corp., said statistics show
that risk management is gaining in-
creased emphasis at smaller busin-
esses.

He referred to a Logic Associates
Inc survey of risk manager salaries
that showed that between 1982 and
1989, the pay at smaller companies
"gained considerable ground" in re-

lation to the pay at larger busin-
esses.

"In the smallest companies, base
salaries grew 67%, while at the lar-
gest companies, salaries grew 16%,"
he noted (BI, April 30, 1990; May 23,
1983).

The same pattern was found in
the educational and professional des-
ignation status of risk managers, ac-
cording to Mr. Irvin. "The resumes of
risk managers at smaller companies
closed in on their big company col-
leagues."

To illustrate, Mr. Irvin pointed out
that in 1982, less than 5% of risk
managers in the smallest four cate-
gories of connpanies surveyed by
Logic had Chartered Property & Ca-
sualty Underwriter designations,
while more than 10% had the desig-
nations in the largest three company
groups. But by 1989, more than 10%
of risk managers in all categories had
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CPCU designations, Mr. Irvin noted.
"I'll let you decide what this sal-

ary compression and professional
designation proliferation means, but
it is a vely dramatic trend," Mr. Irvin
told conference attendees.

"As an aside, you may be interested
to know that risk managers with law
degrees have almost faded away.
They used to be more than 10% of
risk managers. They are now less
than 2%," he said.

And, Mr. Irvin said, "Women have
doubled their share of top (risk man-
agement) jobs."

He added that "it is obvious to
me that we have witnessed a fun-

damental growth 0£ interest in the
risk management profession, and I
forecast further gains in the years
to come."

The panel was moderated by Ted
Young, risk manager at Cox Enter-
prises Inc. in Atlanta. .

Am I reserved enough?"
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The 1991 World Insurance Congress will be opened
by the Lord Mayor of the City of London, Sir
Alexander Graham GBE DCL. The keynote address
to this exceptional event will be given by David
Coleridge, Chairman, Lloyd's of Londin. Included»GICE on the program to date are:

World Insurdnce Congress

Restructuring
For

Opportunity

July 1-3, 1991
Queen Elizabeth II Conference Centre

London

Two of the most respected publishers in the
insurance industry, Business Insurance and Lloyd's

of London Press Ltd., have joined forces to produce an
exceptional event to fill an important need in the
insurance and reinsurance calendar worldwide.

The World Insurance Congress will provide a
unique forum for all members of the insurance,
reinsurance and risk management communities. The
Congress will enable attendees to: discuss the future
of the global insurance market; meet top insurance
and reinsurance executives from all over the world;

attend plenary sessions dealing with subjects of
global interest; and participate in specialized
breakout sessions.

Morning plenary sessions will focus on: The
Distribution System, Coping With Catastrophes,
and Global Restructuring of Insurance Markets.

Afternoon breakout sessions will focus on more

specialized subjects: Professional Liability, Financial
Reinsurance, Global Insurance Programs, Claims
Handling Following a Disaster, The LMX Market,
Toxic Torts and Product Liability, Insurance
Regulation Worldwide, The Green Movement and
EC Directives.

Under the title of 'Restructuring For Opportunity,' a
host of internationally recognized experts will
debate and present papers on the challenges facing
the industry.
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Queen Mary & Westfield College, Univ. Of London
Director (f i raining, Titmuss, Sainer & Webb
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Simon S. Barnes, Chief Executive of LMX
Alexander Howden Reinsurance Brokers

A. P. Benson, Head of Group Risk Management
Guinness P.L.C.

Mark Burbidge, Managing Director
Robert Fraser Insurance Brokers Ltd.

Robin Campaniano, Commissioner
Hawaii Department of Insurance

John 1. Carey, Chairman & CEO
Allendale Mutual Insurance Co.

Peter Christie, Vice Chairman, Minet Holdings
Ian Cormack, Division Executive of

Financial Institutions-Europe, Citibank
Michel Cournier, Director # Insurance 6 Risk Mgmt.

Compagnie Generale D'tlectricite
John Cox, Member Of the Board, ACE Ltd.
Colin Croly, Partner, Barlow Lyde & Gilbert
Christian Dahms, Partner, Jauch & Huebener
Orio Giarini, Secretary General & Administrator

The Geneva Association

Steven Gluckstern, President

Centre Reinsurance Holdings Ltd.
John Gordon, Director

Three Quays Underwriting Management Ltd.
H. Edward Hanway, President, CIGNA Worldwide Inc.
Richard Heydinger, Risk Management Director

Hallmark Cards Inc.

Peter W. Huber, Senior Fellow,

Manhattan Institute for Policy Research
Robert Keville, Chairman, Willis Faber Dumas Ltd.
H. Felix Kloman, VP & Principal, Tillinghast
Edith Lichota, President, Lichota & Associates

Hugh Loader, Managing Director, Group Ins. Mgr.
letra Pak Insurance Services Ltd.

Antus Maciver, Gen'l Mgr.-Professional Indemnity
FAI Insurances Ltd.

Roy Marshall, Sr. Underwriter, Swiss Re (U.K.) Ltd.
Stephen Merrett, Chairman, Merrett Holdings P.L.C.
David Olsen, President,Johnson & Higgins
Benito Pagnane/li, International Director

Assicurazioni Generali S.p.A.
Henry G. Parker Ill, Managing Dir., Chubb & Son Inc.

Patrick Pearson, Ins. Div., Directorate General XV
Commission of the European Communities

Patrick Peufot, Chairman
Societe Lommerciale de Reassurance

Martin Piers, Partner, Gouldens
Steue Robinson, Chief Executive

The Environment Council

David Rowland, Chairman, Sedgwick Group P.L.C.
Herbert Schilling, Member of the Executive Board

Gerling-Konzern
John T. Sinnott, President, Marsh 6 Mci£nnan Inc.
Joseph C. Smetana, President, AIGlobal
Herbert Tiedemann, Enlineering Consultant

Swiss Reinsurance Lo.

Adrian Tocklin, Sr. VP. Continental Corp.
Wilhelm Zeller, Member Of the Board

Cologne Reinsurance Co.

Exhibition

As an integral part of the conference, a comprehensive
exhibition is planned. Insurance and reinsurance
companies, brokerages, automation firms and other
industry service providers are invited to exhibit their
products and services. Exhibit space is limited.

Registration Fees

All delegate fees include conference materials, access to
the exhibition, continental breakfasts, luncheons and a
gala Casino Ball' on the final evening of the Congress.

Early Bird Fee
- payment received prior to March 1,1991

£ 550* each delegate

Regular Fee
- payment received after March 1,1991

£ 650* first delegate from a company
£ 585* each add'l delegate, same company

Full Spouse/Guest Program Fee
£ 275* covering special social events

Spouse/Guest Casino Ball Ticket Only
£ 95* (only for spouse/guest of delegate)

Exhibitor Fee

£ 2,000 per exhibit, ind. one registration

Post Conference Program
£ 150* per person

* NOTE: Under UK excise Tegulations, delegates are required
to pay 15% VAT on all courses and related functions taking
place in the UK. Please add VAT to specified fees.

Payment Policy

All UK Sterling checks must be drawn on a UK bank.
All checks payable to: World Insurance Congress 1991.

Access/Visa/Diners Club/American Express cards are
acceptable.

To Register

Complete the coupon and mail with your payment,
including VAT, in British pounds, to:

loyce Monasingh, UK Registrar Barbara Dalton, US Registrar
Conference Department Communication Services Dept.
Lloyd's of London Press Business Insurance

One Singer Street 220 East 42,id Street

London ECM 4LQ New York, NY 10017

England USA

Phone: 071-250-1500 Phone: 212-210-0299

Fax: 071-253-9507 Fax: 212-210-0704

Telex: 987321 LLOYDS G Telex: CRAIN COM NYK

Registration
Form

El YES, please register me for
the World Insurance Congress,
July 1-3, 1991, to be held at the
QE II Conference Centre, London.

[3 My check in the amount of £

[3 Bill my

card number

card expiration

cardholder name

print name

title

company

nature of busiress

address

City

country

fax

phone

name

name

title

state

is enclosed.

credit card.

telex

[3 Spouse/Guest Program

[3 Full Program E] Casino Ball Only

E] Additional Delegates

E] Send additional details on:
El Exhibition Plans

E] Post Conference Program

ZIP
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Taking a quest for respect back to school
By MICHAEL BRADFORD

ATLANTA-Risk managers
aren't getting the respect they de-
serve either within their corpora-
tions or from business schools,
claims the presi-
dent of the Risk '*ANTA 04'
& Insure.nce 4

Management 2* - ia
> Society Inc.

Though no

longer the "Rod- 0 *4
ney Danger- 04 NiZEO
fields of the cor-

poration," risk managers are not as
well-accepted or understood as
other managers, claims Cheri J.
Hawkins, president of RIMS and
assistant treasurer and director of

insurance at Weyerhaeuser Co. in
Tacoma, Wash.

Part of the reason risk managers
are not getting the recognition they
deserve is that business schools do

not regard the field as highly as
others, Ms. Hawkins remarked in a

' speech earlier this month at the
1991 Risk Management Educa-
tional Conference sponsored by the
Atlanta chapter of RIMS.

Only 33 U.S. colleges offer a
major in risk management, Ms.
Hawkins said. And risk manage-
ment is not included as a part of
the core curriculum in America's
business schools, she said.

"A major reason that risk man-
agement is not more widely taught,
is that the American Assembly of
Collegiate Schools of Business,
which is the sole accrediting body
for U.S. business schools, still re-
mains unconvinced that risk man-

agement is an essential tool of
management."

In fact, the AACSB views risk
management as "little more than
insurance" and treats it as an elec-

tive, Ms. Hawkins said.
"This situation is of deep con-

cern to RIMS," ·she said. "If risk
management is not taught in
many. . .business schools, many of
the graduates are unlikely to un-
derstand or value our profession."

Ms. Hawkins pointed out that
the American Risk & Insurance

Assn., an organization of risk man-
agement educators, has petitioned
the AACSB to include risk man-

agement in the core curriculum.
RIMS has endorsed a position

paper drafted by ARIA and sent to
the AACSB regarding the effort to
have risk management included in
the core curriculum.

In addition, RIMS is asking
members to write to the AACSB

supporting the ARIA plan, Ms.
Hawkins noted (see Perspective,
page 20).

"If we can get risk management
and insurance into the core currie-

ulum of business schools, we will
have accomplished something for
our generation," she declared.

The ARIA paper, she added, puts
forth a convincing argument for
including risk management in the
core curriculum by illustrating the
magnitude of the costs associated
with managing risks and the need
for effective management.

The paper points out that in
1990, U.S. companies spent nearly
$150 billion in insurance premiums
and around $100 billion on alter-
natives to commercial insurance.

Another $80 billion was spent on
health care benefits, according to
the ARIA paper.

"To these figures could be added
the unreimbursed cost and the

i non-quantifiable elements of prop-
erty losses and adverse liability
judgments for which organizations
were not prepared," Ms. Hawkins
said.

The'AACSB received the pro-
posal last month, she said. The
group will decide in April whether
to include risk management in the
business school core curriculum.

"So we still have a little time to

convince them," Ms. Hawkins said.
"I don't know whether we will be
successful this time, but I can

promise you that we will keep try-
ing and keep trying until we do get
that accomplished."

Regardless of the decision,
progress is being made in spread-
ing the teaching of risk manage-
ment, Ms. Hawkins observed.

In recent weeks, for example, the
University of Michigan endowed a
professorship in risk management
at its school of business adminis-

tration, she noted. "Their aim is to

create a $1 million endowment. To
date, they have already collected
$800,000."

"Is risk management worth a $1
million endowment? You better be-

lieve it," she stated.
Ms. Hawkins said there are nine

other universities with chairs in

'We will have

accomplished
something for our
generation,' says
Cheri Hawkins.

risk management and insurance,
including one at the graduate level
at Northwestern University in
Evanston, Ill.

In addition, The College of In-
surance in New York, which offers
a master's degree in risk manage-
ment, is prepared to grant ad-
vanced status to incoming students
who have taken undergraduate
courses in risk management, Ms.
Hawkins pointed out.

On another topic, Ms. Hawkins
said RIMS also is considering legal
action to stop other professionals
from identifying themselves as risk
management professionals.

In particular, she noted, there is
concern over the growing practice
of professional money managers to
identify their business as risk man-
agement.

Adding to the confusion is a new
publication called Corporate Risk
Management that is aimed at cor-
porate money managers, Ms. Haw-
kins said. She referred to a recent
issue that contained no stories on

"risk management as we use the
terminology."

Ms. Hawkins said, "When we use
the term 'risk manager,' we mean a
lot more than managing the mone-
tary risk of corporate investment,
although some of our risk manag-

NEEDS ANA[YSIS

GH Only lknew
what I needed:'

ers do have that in their job de-
scriptions."

By using the term "risk manage-
ment," corporate money managers
will confuse its meaning to the
"very audiences we are now trying
to educate," Ms. Hawkins said.
"This confusion could erode the

respect that we now command."
As a result, RIMS anticipates

hiring an attorney to pursue its
efforts to protect the meaning of
risk management, she noted.

Ms. Hawkins said, "We don't
have all the answers we need to do
more than just examine our op-
tions right now. But once we know
what those options are, I promise
you that we will act on behalf of
our members and our profession
because this is an issue that North
American RIMS intends to take
head-on." •

With the Whole Account Concept from American Re, we can
help you answer these questions.

Starting with a Needs Analysis, we put together a Multidisci-
plined Team to evaluate the problems and opportunities facing
your business. We use specialists from across divisional lines:
Actuarial, Underwriting, Claims, Tax, Financial and Data Proc-
essing. The synergy that results fr6m this teamwork gives you a
unique, Customized Solution that goes beyond generalized
products to give you exactly what you need.
The Whole Account Concept from American Re. It will help you
know what you need. For mor@ information,

Call: (609) 275-2100 THE WHOLE ACCOUNT CONCEPL

RE-INSURANCE COMPANYAMERICAN

. American Re Plaza, 555 College Road East, Princeton, NJ 08543-5241, (609) 243-4200

Atlanta, Bermuda, Bogota, Boston. Brussels, Cairo, Chicago, Columbus, Dallas, Hartford, Kansas City. London, Los Angeles,
Melbourne, Mexico City, M nneapolis, Montreal, New York, Philadelphia, San Francisco, Santiago, Singapore, Sydney, Toky6, Toronto
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Record crowd Meaning varies, but globalization thrives
attends Atlanta

RIMS meeting
By MICHAEL BRADFORD drawing on the resources of cap- a free market," Mr Seward said told by U S managers they could

tive management companies in Argentina and Colombia also leave
ATLANTA-Globalization of in- Bermuda, Singapore, Dublin and have moved toward freer markets "Like most firms, we have no in-

ATLANTA-A record crowd surance and risk management Luxembourg," he said Brazil and Venezuela remain the digenous employees," he said "It's
turned out for rhe 1991 Risk means different things m different Captives also are beginning to region's least flexible countries almost impossible to find Saudis
Management Educational Con- parts of the world, according to a stir interest in Australia, Mr "Indeed, only in Brazil lS there no who want to work in the insurance
ference held Jan 30-Feb 1 at brokerage executive Seward observed, where "biyers move toward deregulation under business "
the Inforum in downtown At- As trade within Asia increases, are enjoying a perpetually soft way," he said An American employee decided
lanta for example, Asian companies will market with no change in sight " Yet center stage belongs not to to leave with his family, said Mr

The conferenze-sponsoied adopt more sophisticated risk Because national law does r ot Asia, Australia or Latin America Seward, which displeased the Brit-
by the Atlanta Chapter of the management techniques and took permit captive formation, Austra- "The real opportunit for multina- ish manager of the office The man-
Risk & Insurance Management for insurers with operations lian companies generally rely on tional insurance buyers lies in Eu- ager "faxed us copies of statements
Society Inc -drew 275 regis- throughout the continent, said J captive managers in Singapore, he rope, which is clearly the center of from the U S Embassy and the
trants who came to hear a Kenneth Seward, senior vp and pointed out the internationalization trend," British Consulate in Riyadh say-
lineup of noted speakers at the director of the Several 1990 laws were designed Mr Seward said ing, 'Don't worry about anything,
conference, whicn is recognized XLAN,
as one of the mist prestigious

04_ international di- to make Australian tax codes more In fact, he said, changing regula- Riyadh is completely safe, we're
& vision at John- appeal-ng to captive managers (BI, tions recently allowed J&H to put out of range of the Iraqi mis-

meetings among local chapters m son & Higgins April 30, 1990) together a property insurance pro- siles ' "
of RIMS 1 And as Japa- China still maintains a "rigidly gram for operations in the United Shortly after the war began, the

Attendance was up from last nese firms invest monopolistic insurance system," Kingdom, Germany and Belgium Riyadh office of British insurer
0

year's total of about 250 regis- A more abroad Mr Seward said But J&H has "The risk manager felt that he Sun Alliance Group PLC was da-
trants 4*,tED if "they are com- been able to act on a consulting would save time and money with a maged by debris from the intercep-

Speakers at this year's gath- ing to recognize basis to help arrange local cover- single policy and it would spare tion of an Iraqi Scud missile by a
ering included representatives the advantages of Western risk age and structure difference-in- him from having to deal with se- U S Patriot missile Sun Alliance
from RIMS, the American In- management techniques," he said conditions programs parately written policies in each employees were moved to J&H's
surance Assn, rrajor insurance last month at the 1991 Risk Man- Even in Latin America-tradi- country " facility
companies and orokerages, as agement Educational Conference tionally "the most tariff-bound Though he professed no particu- But the Sun Alliance office was

well as industr> analysts and ln Atlanta, sponsored by the At- and least flexible" region-change lar insight into the Persian Gulf 400 yards from the J&H office
other experts lanta Chapter of the Risk & In- lS afoot, he noted War, he offered an anecdote to 11- manager's apartment, said Mr

Topics covered included gov- surance Management Society Inc "Led by Chile, the move to liber- lustrate the confusion plaguing Seward "When last heard from, he
ernment's role in the insurance Japanese clients of J&H located alize insurance practices or dere- businesses in the area and the boys had all gotten sleep-
industry, the future of risk outside of Japan are "very involved gulate insurance altogether, has As the Jan 15 United Nations 1ng bags and were spending the
management and the globaliza- in the use of captives," Mr Seward been ]01ned by Mexico, which has deadline approached, J&H person- night a bout 10 miles west of
tion of insuranc.2 Special ses- noted Those companies "are moved from a strict tariff system to nel in Riyadh, Saudi Arabia, were Riyadh "
sions focused on sub]ects like
environmental risks and AIDS Budget proposal

The site for next year's con-
ference may chaige, but mfor- Continued from page 1 encourage settlements package will receive a favorable re- In addition, a provision in the pro-
mation on the 1992 meeting is 1988 from $1 9 bilhon m 1984, have States w111 have until 1995 to adopt ception in Congress, though no one posed budget tnat would raise Medi-
available from David G Adler, forced some physicians to discon- such measures is predicting quick approval care Part B premiums for well-to-do
The Portman Ccs , 231 Peach- tmue high-risk practices or to engage But starting in 1995, the Depart- "There is a feeling on Capitol HiM retirees-defined as individuals with
tree St NE, Suite 200, Atlanta, in unnecessary defensi e medicine ment of Health and Human Semees that medical malpractice reform annual adjusted gross mcome of at
Ga 30303 "Growing liability costs and un- would create a special pool Consist- could help put the brakes on health least $125,000 and couples with ad-

necessary medicine contribute to ing of 1% of the annual mcrease in care Inflation by reducmg defensive lusted gross income of at least
high health care costs that are a Medicare prospective pa>ments Sor medicine, a factor in higher health $150,000-would merease health care
problem for everyone," according to hospitals, or about $800 million m costs," said Dallas Salisbury, presi- costs for the roughly 10% of employ-

PROPERTY INSURANCE the budget document 1995, this pool would be split amcng dent of the Employee Benefit Re- ers that pay Part B premiums for

FOR
To reduce malpractice premiums hospitals m states that adopt the :d- search Institute m Washington, D C their retired workers

and defensive medicme, the adminis- mmistration package Others note that medical malprac- Monthly Part B premiums, now
OIL, GAS & CHEMICAL tration will propose a tort reform In addition, states adopting a tin tice reforms will be strongly opposed $29 90 and expected to nse next year

RISKS package and encourage states-by reform package would share ir a by the plaintiffs' bar to $31 80, now cover about 25% of the
withholding certain federal funds-to much smaller pool--about $90 nul- Meanwhile, the budget continues program's cost Federal revenues
adopt a "requisite" number of re- lion for 1995-that would be based a trend of recent years by propos- cover the remainder
forms m that package Up to 30 to 40 on federal matching funds for the ing to shift more health care costs Under the btdget package, though,
measures could be included, admin- Medicaid program, which is jointly to employers from the federal Medi- well-to-do retirees would have to pay
istration officials say funded by the federal and state gov- care program 75% of the program's cost for a

Among the measures the admin- ernments In the latest cost-shifting change, monthly premium of about $95 in
istration wants states to adopt are "This structure provides incentives the administration proposes to re- 1992 when the provision would go

• Eliminating lornt and several ha- for the states to quickly adopt re- duce the cutoff pomt at which an em- Into effect
bility for non-economic damages forms-the states that act first will ployer health care plan-not Medi- Few employers have retirees earn-

__1- <=ZIZZZ=> • Capping non-economic damages receive a reward, as will the state's care-would be the priniary payer of ing at least $125,000 per year As a
in medical malpractice suits No fig- hospitals," the budget said medical bills for non-elderly employ- result, the cost impact on companies
ure is included in the budget The proposed tort reform package ees who are ellgible for Medicare be- paying the Part B premium would be

FLOYD WEST & COMPANY • Requiring structured payments "is a fine-tuning of the legal system cause they are disabled relatively small
for medical malpractice awards to help control costs and improve the Under current law, this part of the But observers worry that if Part

HOUSTON, TEXAS
rather than lump-sum payments quality of care," said Stuart Gerson, so-called Medicare Secondary Payer B premiums are raised for a spe-

1-800-873-6300 • Promotion of pretrial alternative an assistant U S attorney general program applies to employens with at cific group of retirees, lt could set

"A Crum & Forster Company" dispute resolution, including media- Some Washington observers say least 100 employees The administra- the stage for proposals to tax highly
tion and pretrial screenmg panels, to the medical malpractice reform tion wants to extend the program to paid employees on employer-paid

employers with as few as 20 employ- health care premiums
ees, the same threshold used in the "This could set a precedent for
part of the Medicare Secondary taxing health care benefits for

D
. a D . Payer program that makes employer highly-paid employees," said Frank

health p.ans the primap payer for McArdle, a consultant with Hewitt
workers age 65 and older Associates in Washmgton, D C

On the other hand, the adminis- Other budget provisions include
PROPERTY CASUALTY TRANSPORTATION

tration wants to reduce the number • Creation of a central clearing-
Habitational Primary GL Commercial Auto

of small employers that are affected house in the Department of Health
Restairant/Bars Products Liability Liability/PHD

by yet another Medicare Secondaty and Human Services to keep track
Bank Owned Property Excess Layers Motor Truck Cargo

Payer program for people with per- of whether employees have group
Vacan Buildings Umbrellas Garage Liability

Inland Marine
manent kidney failure health insurance, employers would

Special Events GKLL/DOL

Under this program, employer be expected to Indicate on W-2 wage

SPECIALTY LINES health plans-regardless of company statements that an employee was co-
size-are the primary payer for up to vered under a company health plan

D&0, Public Officials, School Boards, Professional Liabillty, Incidental Malpractice, Fmanc al Institutions,
18 months for beneficiaries who are Analysis of employees' health in-

Media Risks, Hole-In-One, Mobile Homes, Liquor Liability, Bankers Blanket Bonds, Independent
entitled to Medicare solely because of surance would be Intended to reduce

Contrac ors Occupational Accident Insurance, Railroad Protective, Medical Stop-Loss, Jewelers Block
permanent kidney failure The bud- improper Medicare payments of med-
get package would exempt employers leal bills for employees, such as older
with 20 or fewer employees from the workers, that should have been co-
18-month requirement vered by the employer plan

These two changes in the Medi- • Requinng public employers not
BROKERS O UNDERWRITERS O LLOYD'S CORRESPONDENTS care Secondary Payer program covered by Social Security to pay the

would, in the aggregate, save the 61% of the FICA tax that goes to-
Medicare program $80 minion m fls- ward retirement benefits

All American Agency Facilities, Inc. cal 1992 and increase employers' Congress has killed Identical ear-
health care costs by a correspond- her proposals

711 Margaret Street /PO Box 41169 / Jacksonville, Florida 32203 mg amount Finally, the budget notes that the
"Unfortunately, this is not a sur- administration is prepanng legisla-

(904) 354-3532 FAX (904) 632-2157 Toll Free 1-800-833-8913 prise What would be Surprlslng iS tion to further reduce the PBGC's
if the government d:dn't propose vulnerability to big losses

W R Berkley Subsidiary more cost-shifting to employer Among other things, it will pro-
plans," said Ellen Goldstem, director pose clarifying and improving the
of health care pohcy with the Assn of PBGC's status as a creditor in bank-

.

Pnvate Pension & Welfare Plans, a ruptcy proceedings as well as limit-
benefits lobbying group in Washing- ing guarantees of so-called plant
ton, D C shutdown benefits
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Lloyd's backs new terrorism wording
Line slip forming to underwrite policy

By GAVIN SOUTER wording ta insure against terrorist sion, acts of foreign enemies, or
attacks, including those related to civil war "

LONDON-L-oyd s of London the Gulf war The terrorist coverage already
underwriters are now offering a Capacity and rates were unavail- written by Lloyd's underwriters
separate policy ta cover malicious able as of Thursday currently only covers losses from
damage and sabotage to land- The decision to draft a new ter- "any act for political or terrorist
based risks that may be caused by roris: policy follows pressure from purposes " Policies exclude for
IleyTecationa to allow un- plicitly wanted terroris

energy insurance brokers who ex-
t coverage !/slltlit(u)80rfoieeZ (f ':. '

derwriters to offer the new policy to cover the risk of attacks by Iraqi mies or civil war" (BI, Jan 21)
developed by Lloyd's war, civil sympathizers on fixed 011 rigs and The old war risk exclusion dates
war and financial guarantee sub- petroleum refineries outside the from the Spanish Civil War In HI

committee clears up widespread Persian Gulf 1937 underwriters first became
confusion over whether terrorist Until this new wording was concerned about the accumulation
acts related to the Persian Gulf drafted, Lloyd's underwriters of land-based losses from aerial
war are covered by all-risk prop- would not guarantee that such ter- bombardment, said Lloyd's non-
erty and terroris: policies rorist acts, which have been en- marine underwriter Michael Cock-

The new polic> incorporates a couraged by Ira* leader Saddam ell, chairman of the war, civil war
war risk exclusion clause, but only Hussein as an extension of the war, and financial guarantee subcom- 1

for property thal 15 directly at- would be covered by existing prop- mittee 1
/ #4 3 ,

tacked by military forces erty or terrorism policies "A lot of people have asked
Also, Lloyd's war risk committee Lloyd's old war risk exclusion- whether there is any cover (for ter-

1, .2
has imposed strict underwriting designated 437 b3 its audit code- rorism linked to the Gulf war), but
guidelines on use of the new policy, that IS included in existing pohcies difficulties arise when you are
which some brokers say are too re- excludes losses "caused by or re- talking about a Jihad What ex- ( 4

strictive sulting from an act or inndent that actly is itp YOU have a man who is
Brokers late last week were occurs or is committea, whether asking people to take up arms and

scrambling to arrange a line slip directly or indirectly, br reason of this could cause damage, but ts this
that would us€ the new policy or in connection with war, ilva- Continued on next page

Lloyd's names flock to buy stop.loss cover
By CAROLYN ALDRED which the> will offer st:)p-loss in- increased because of the contrac- written by the syndicates to which

surar ce and have ra.sed premiums tion in the reinsurance market It a member belongs For example,LONDON-A d-amatic contrac- 10% to 50%, according to brokers
tion m the reinstrance market lS has made a significant number of rates would be higher for membersHowever, less than two years
leading to an increased demand for after the stop-loss market nearly people more aware of the risk side who belong to syndicates that

of underwriting," he said write high-risk business like ex-stop-loss protection by Lloyd»s c f collapsed following large losses in
London members, brokers say -- About 50 Lloyd's syndicates cess-of-loss catastrophe reinsur-1989, brokers do not anticipate a write some stop-loss insurance or ance or U S casualty insuranceWith reinsurance capacity off shortfall 1,1 avai.abiliti of stop- reinsurance, Mr Vale said Generally, 200,000 poundsabout 50%, most sindicates will be loss nsurance capacity
facing much high€r retentions this Stop-loss underwriters now offer ($396,000) of stop-loss coverage"The major problem with the minimum excess points of 125% to now cost about 3,000 to 5,000underwriting Nar, brokers p,int stop-loss market for 1991 15 the 15% of a member's gross premium pounds ($5,900 to $9,900) for oneout This means :yndicates-and fact :hat the reinsurance market underwriting limit on average, year, Mr Vale estimatesthus the members or names, who has contracted so much Clearly,
pledge their personal wealth to un- underwriters throughout the mar-

compared with 10% in 1990 bro- But, Mr Barder said that some
kers agree premiums have increased 50%derwrite at Lloyds-now are -ak- ket are more e> posed than 12 44

Names are accepting higher ex- Brokers characterize stop-lossing larger net rts.<s monts ago," said James Barder, *DEN-ril
cesses (deductibles) but buying capacity as sufficient and say thatAs a result, several members' direc:or of Seascepe Special Risks more cover," Mr Vale said most protection will be in place byagents are advistrg members who Ltd, a stop-loss brokerage unit of

previously have not bought stop- Leslie & Godwin Ltd In the open market, members can March, which is earlier than ln
purchase up to 500,000 pounds some yearsloss insurance lo consider purchas- "T)is has resulted in an increase Lloyd's members' ($990,000 at current exchange Half of the market will be able to

ing the coverage to protect them in excess points, a great€r selection rates) of coverage for a single year buy the same amount of stop-lossagainst large underwriting losses by underwriters and an nerease in 'exposure to major and up to 1 million pounds ($2 mil- coverage Mr Vale estimated Hethat could wipe Dut their personal pnces," he said
wealth About hall of the market's losses has increased lion) for a three-year period, Mr noted that Holman Wade alreadyAware that 1991 is a "very ex- Vale said has issued about 9,000 quotes26,534 members now have tne cov- posed year,' many members because of the Premium hikes depend on the
erage But, stop-loss underwriters areagents have quoted stoE -10SS 20V- contraction in the number of syndicates in which a turning down more applicationsReduced reinsurance capacity, erage and urged members to buy it, member participates, but increases than they have in previous year asthough, also is increasing the expo- said Edward Vale, marketing reinsurance market.,

sure for stop-lcss underwriters director for Holman Wade Ltd, a average about 10%, according to they grow more selective, accord-
Mr Vale

This year most ha Je increased the leadir g stop-loss troker -Edward Vale ing to Mr Barder
Rates also vary considerably de- To avoid being stuck with poli-minimum excess point above ''E>posure to major -osses has pending on the type of business Continued on next page

Report seeks uniform injury compensation
By GAVIN SOUTER single pain and suffering compensation scaleEC'Spe<Band inj*y **ds throughout Europe, based on the Economic

LONDON-European governments should Community Unit
A 40·year-old male doctor, who 8 marned wittrtwo Ehildren wouldreceive higher compensation curb the tremendous variation in personal • Consideration be given to setting up a
.· Y in some E C countries than in others for a brain injury with motor skills Impairment injury awards and liability standards within compensation scale to make awards more

-- -- - the European Community, a London law consistent, particularly in cases of instant
, $2.0 million 

firm contends death of people without dependents
If left unchecked, the inconsistencies will • All countries, particularly Spain and

prompt plaintiffs to shop around for the Portugal, be encouraged to give judges
1.5 million highest awards, says a new report from guidelines on granting personal in]ury

Davies Arnold Cooper, a London-based law awards
firm specializing in personal injury and in- All E C countries have fault-based habil-

1 million surance company defense ity and, in some limited areas like injuries
d Davies Arnold Cooper, however, stops well caused by products, they impose strict habil-

short of recommending the U S tort system ity
500.000 as a guide for the European Community But discrepancies among various E C na-

"We oppose the suggestion that the U S tions remain The E C product liability di-
t%, 2- re- 11.-m tort system provides a worthwhile example rective, for example, lets nations decide

0 for the European personal injury award sys- whether to subject producers of agricultural
tems to follow," the report says raw materials to strict liability, whether to

7///.4e
Prepared by David Mcintosh, a senior cap compensation for serial damages, and

partner, and Marjorie Holmes, a partner, the whether to allow the developmental risks de-
report recommends that fense (BI, May 28, 1990)4< : : 122

4'f.- -
COr • An E C committee look into discrimina- Little has changed, says the report, in the

'Averageofrang• 01 *9*. pble-nal* of meiki oxpenses "Averageal,angeolawards tion resulting from different liability systems underlying legal systems where the product
and award levels

Source. D-*Amot#(Im liability directive has been adopted the
• Consideration be given to introducing a Conttnued on next page

GRAPHIC Bi JOHN HALUSMITHER
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Damage awards scarnng and burns to other parts of Portugal also had low awards com- England Yet structured settlements, Among E C countries, only The

the body), which cause 15% to 20% pared with E C averages, the lawyers m which an annuity is used to pay an Netherlands does not give bereave-
Continued from previous page unpalrment said "The Portuguese stress that, be- award, are much more common in ment damages to the famihes of those
United Kingdom, Germany, Den- • Quadnplegia, 100% impairment cause the judge is not bound by any France, the report noted injured or killed

mark, Portugal, Luxembourg, Italy • Paraplegia, 70% impairment particular case law, and, lr. the first Italy's system of compensation dif- Consumer advocates in England
and Greece • Bram damage, 80% unpatrment instance, decisions are not made fered the most from the English sys- look to the United States as a guide

To illustrate the differences, the • Brain damage with motor skins public, the amount of awards can tem, according to the report In Ital- for damage awards, Davies Arnold
report cites a case Involving the Med- impairment, 90% impairment vary hugely Those figures given, ian personal injury awards, three Cooper advises looking elsewhere
ical Drug Law in Germany That law • Amputation of leg above knee, however, such as funeral ex- types of damages are calculated for Despite the urgmgs of the Assn of

allows no developmental risks--or 35% impairment penses are much less than m the fatal accidents and personal mlunes Amencan Trial Lawyers and Ralph
state of the art-defense, even though • Amputation of leg below knee, other countnes" biological damages, property dam- Nader, the law firm opposes "the
national law permits the defense for 30% impairment Estimated awards in Greece and ages, and moral or personal damages suggestion that the U S tort system
other products covered by the E C • Amputation of arm above elbow, Spam also tended to be low, the re- Biological damages cover violation provides a worthwhile example for
directive 35% unpairment port found It attributed this to com- of the "mental, psychological and the European personal Injury award

So a "hemophiliac infected with • Amputation of arm below elbow, paratively low salaries for Spanish physical integrity of the inJured party systems to follow
an imported HIV-contaminated 30% unpairment and Greek doctors regardless of loss of Income," the re- "We believe that those truly in-
blood plasma or blood product be- • Loss of eyesight (one eye), 30% The report found that English port said Property damages are de- terested in improving personal in-
fore it was regularly tested may well 1mpalrment awards had comparatively high pain flned as loss of mcome and moral Jury compensation through Europe
be better off suing, in terms of habil- In all cases the lawyers were asked and suffering components but ex- damages as "compensation for pain should concentrate on troning out
1ty, tn Germany than in all E C to assume that there was no dispute tremely low awards for the death of a and suffering where the harmful act identified differences and minimizing
countries which have implemented over liability person without any dependents could be regarded as a cnme" distinctions between levels of awards

the (directive), save Luxembourg, be- Estimated award levels varied When single adults with no de- Pain and suffering awards vary recovered m any E C countries to
cause all allow developmental risks among countries (see chart, page 28) pendants die instantly, the report significantly, the report said "Why is those truly justified by local clrcum-
defenses," the report says and none had the highest or lowest m said, "the estate will not receive any pain and suffering for a quadnplegic stances," Davies Arnold Cooper said

Davies Arnold Cooper based its re- all cases Some trends, however, did compensatory award except funeral man in Greece only worth 5,263 "If, at the same time, the lottery
search on personal injury awards for emerge expenses, and parents and other rela- pounds ($10,420 at current exchange as to whether or not liability can
two hypothetical victims Practicing Despite its comparatively high tions will not be entitled to bereave- rates), whereas m Ireland, using the be establtshed and if access to lus-
litigators m each of the 12 E C na- standard of living, Denmark often ment or other damages " same concept of compensatory tice by way of a fair system of fund-
tions were asked to assess likely had the lowest award, the report Irish awards are high compared awards for the same miury, the in- mg htigation on behalf of those who
compensation for various injuries to found "Medical expenses, which ac- with other E C countnes, mcludmg lured person can hope to recover cannot afford to do so themselves lS

• A male doctor, age 40, with a count for the malor part of the England, even though the Insh legal 162,037 pounds ($320,833)? devised, a fairer system for victims of
wife and two dependent children awards m quite a considerable num- system is based on the Enghsh sys- "Why is it that in Denmark, where inJury could be forged," the law firm

• A smgle female medical student, ber of countries, are not relevant in tem, the report says the standard of livmg is relatively concluded
age 20, with no dependents Denmark This is because there 15 lit- Several ma]or differences exist, high, a compensatory award for pam

The lawyers were asked to esti- tle pnvate care available The state however One is that Irish courts fac- and suffering is only 24,955 pounds Copies of "Personal Injury Awards
mate the most generous reasonable medical care is of an extremely high tor in allowances for mflation and for ($49,411) by companson to Ireland or :n E C Countnes" are available for
awards for instant death and for standard," the report said the risk that the victim would never even Germany where, for the same 125 pounds each from Lloyd's of
other injunes that caused vaiying de- Denmark's high taxes-the aver- work again when calculatmg losses, Injury, the award could be 162,037 London Press Ltd, Legal Publish-
grees of disabillty, mcludmg age income tax rate is 5096-make the report says and 120,690 pounds ($320,832 and :ng and Conferences Division, 1

• Burn types A, B, and C (burns to quality care possible, the report Compensation levels in France $238,966), respectively?" the report Singer St, London, ECM 4LQ, En-
face, burns to face with permanent noted were found to be similar to those m asks gland

Terrorism coverage Stop-loss insurance
Continued from preutous page • All syndicates must ensure that Mr Merrett said early last week Continued from prev:ous page "If we did manage to put a facil-

war damage?" he asked rhetoncally they have adequate systems to con- that so far no policies had been cyholders who are members of syn- 1ty together, capacity would be very
"Now we are saying that as long as it trol their location and aggregate ex- signed, although many chents-par- dicates with open years, stop-loss un- limited and the Outhwalte syndicate
is not a result of overt milltary activ- posures ticularly from the United States- derwnters are carefully scrutinlzing would be one of the last to be ac-
ity, the damage is covered " • Syndicates should Inform any had expressed interest in the new syndicate portfohos, according to Mr cepted," Mr Vale predicted

The new policy wording--desig- relevant reinsurers of any material coverage Barger Mr Barder has secured quotes for

nated 237-covers "malicious dam- change m the account protected Already, American International "Lloyd's is going through a tran- runoff reinsurance for many Outh-
age and sabotage" to property caused • The new terrorist policy word- Underwnters (UK) Ltd provides up sitional and turbulent phase " he waite members but has placed only
by "terrorists, saboteurs, vandals or ing must be used in all cases with- to $30 million in coverage against said "A number of syndicates (wall) one order because of the huge premi-
other persons acting maliciously or out amendment "property terrorism sabotage," which not continue underwnting after this ums on such volatile busmess
by way of protest • All underAinters on a Ime slip- meludes terrorist acts hnked to war year"

Losses caused directly by "war or not just the leading underwriter- It currently rates are more than 1% of Meanwhile, stop-loss brokers con-
civil war" are excluded By contrast must agree to the new clause Insured value for risks m Saudi Ara- tinue to attempt to place unlinited
the old pohcy wording exclude dam- • Policies periods cannot exceed bia and Jordan and about 02% for run-off reinsurance for names stuck
ages from Indirect losses one year nsks outside the region (BI, Feb 4) on syndicates with open years

The new policy would not cover • The coverage must be written Some brokers contend the new Uncertain liabilities have pre-
,44e,ra£,

an Israeli building hit by an Iraqi as a separate pollcy and not as an Lloyd's coverage is too restrictive vented dozens of syndicates from
Scud missile because it was caused endorsement to existlng pollcies "It is not a panacea, lt has gone closing their underwntlng accounts
by an act of war, Mr Cockell said "It is much clearer if we give ch- halfway," said Phihp Hallett, execu- after the normal three-year account-
Damage from a terronst bomb, how- ents a separate product which tar- tive director in the energy depart- mg penod Some already have made

Index
ever, would be covered gets what they are concerned about" ment of C T Bowrmg & Co Ltd cash calls on membens and expect to

The new wording also excludes than amend old wordings that would "The wording does go some way have to make future cash calls
losses directly caused by seizure, con- require the agreement of all un- toward clearing up the situa- As a result, many members have
fiscation by authonties, the discharge derwriters, said Stephen Merrett, tion but it does include two spe- sought quotes from underw iters

Issue of February 11
of pollutants, consequential loss and chairman of Lloyd's Underwriting cific exclusions which we would prepared to take on their liabili-.les
nuclear contammation Assn and a leading war risk un- rather not see-pollution and busi- "We've been getting quotes for this

Lloyd's war, civil war, and finan- derwnter ness interruption " type of business for four years " Mr Advertiser Page #

cial guarantee subcommittee also By giving the wordmg a new audit He characterizes the new woid- Barder said "There is a market, and

have imposed strict restrictions on code, Lloyd's can supervise the vol- ing as a big improvement and says there wlll contmue to be a market,
underwriters who wish to write the ume of business written, said Mr brokers will continue to push for but prices are generally very expen-

Agneultural Insurance Co 6

new coverage Cockell He added that it was impos- broader coverage sive" A I Recovery 4

• Premiums generated by this type sible to judge how many syndicates Because of the high premiums, only All Amenen Agey Facihties 26
of coverage cannot exceed 5% of syn- will wnte the coverage or what the International Edztor Stacy Shapzro 2 5% to 5% of members who are given
dicate premium capacity premium will be m London contnbuted to tms report quotes actually buy runoff coverage, Amenean Reinsurance 21,23,25

he estimated Arkwnght Mutual 10-11

"Underwnters who write this busi-
Busmess Insurance 16,22

ness recognize there is a great expo-

Your life just got Sa-s-i-gri sure here and they do charge large CIGNA 13

prices In fact, for a lot of rames, Continental Agency, Inc 12

paying the premium would put them
into bankruptcy," he said

Environmental Risk Ins Co 9

If you're not seeing Business Insurance every week - ENTER YOUR SUBSCRIPTION TO Stop-loss broker Holman Wade Equipment Insurance Mgrs 22

or are merely catching a dated pass-along copy now BUSINESS INSURANCE TODAY! hopes to put together a facility this
and then you're missing important news and new General Reinsurance 17

It will make your life a lot easier year that would pronde runoff re-
developments,n corporate risk and employee benet,ts
management Riskyl

insurance for members, according to Home Insurance Company 14-15
CALL TOLL-FREE on 1 -800-678-9595 Fax your Mr Vale

Make sure you have the business Insurance news order in on 1-313-446-1650 Use thecard inthis issue, Industrial Risk Insurers 29

you need or if irs gone, use the coupon below At least in its initial stages, any
Rehance National 7

---------------------------------
. such facility would be available to

only certain syndicates that have fu- Transamenca Ins Group 18-19

Business Insurance gives you total news coverage of loss ture habillties that are easy to assess,prevention, risk financing and benefit management Every name (please print) Vermont Insurance Management 12
week Annual subscription (52 Issues) in U S dollars he noted

Underwnters would be unlikely to Wausau Insurance Company 5

(Check here) Surlace Mall By Air title telephone

USA O $80 0 $175 participate ma faclhty to remsure Floyd West & Company 26

Canada 0 $118 0 $185 company syndicates like syndicate 317/661,
Bermuda (air only) O $180 World Insurance Congress 24

United Kingdom 0 $190 or £104
managed by RHM Outhwaite (Un-

Europe/Middle East 0 $185
nature 01 business derwritmg Agencies) Ltd, which has Zuneh-American Insurance Co 36

All other foreign I] $118 Rates on request estimated liabilities that run into
O bus,ness or O home address

El new subscription El renewal 0 payment enclosed
hundreds of millions of dollars, he

0 bill me 0 bill company
noted

state/country zip/Costai code

El Please send information on your special 20%-off group rate 0 I prefer not to receive Information or advertising by mall from The Outhwaite syndicate wrote I · rr"1'--7'7--r-r=7-1

for five or more subscriptions companies not affillated with Crain Communications runoff remsurance policies for many 11,0 11 L :-+.-h-
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early 19805 that faced huge asbestos IIIZ.L.&.69#b.,9.Ihi,zididlili,illlll
and pollution hal,ilities
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Heart valve maker sets compensation
By CAROLYN ALDRED

LONDON-A manufacturer of

an artificial heart valve is offering
compensation on a case-by-case
basis to Europeans who were fitted
with faulty heart valves.

However, the London-based Eu-

ropean division of Irvine, Calif.-
based Shiley Inc., a unit of New
York-based Pfizer Inc., is warning
that it will vigorously defend any
attempts by European claimants to
sue it in the United States.

Shiley is offering "prompt and
fair settlement for any death or in-
jury caused through fracture of the
valve," according to the company.

Settlements will be paid out of
Shiley's own funds rather than in-
surance, said Philip Hedger, a
director of Shiley's European divi-
sion.

Shiley also is trying to locate and
register between 4,000 and 5,000
British patients who were fitted
with the Bjork-Shiley heart valves
between 1979 and 1985.

Up to 85,000 people worldwide
were fitted with the Bjork-Shiley
Convexo-Concave heart valves be-

fore the valve was withdrawn from

the market in 1986 because of a

risk of structural failure, the com-

pany says. About half the sales
were in the United States.

Shiley estimates that 400 valves
have failed worldwide so far, lead-

ing to 300 deaths, Mr. Hedger said.
Pfizer already faces litigation

from relatives of U.S. recipients of
faulty heart valves seeking dam-
ages related to actual fractures. In
addition, some recipients whose
valves have not malfunctioned are

seeking "pre-fracture damages"
from Pfizer, claiming they have
suffered emotional distress be-

cause of the risk of malfunction.

Pfizer last year said its "reserves
and insurance are adequate for any
potential liability" stemming from
the suits (BI, March 5, 1990).

And, in December, a federal

judge denied Pfizer's motion to
dismiss a shareholders' class-ac-

tion lawsuit charging that Pfizer
and several directors and officers

defrauded investors by concealing
product liability problems with the
artificial heart valve.

The shareholder complaint
charges that hundreds of product
liability lawsuits have been filed
and that Pfizer has settled about

180, some for $1 million or more.
The terms of the settlements are

secret under court orders.

Pfizer confirms that it has direc-

tors and officers liability insurance
but would not provide coverage
details.

Now U.S. law firms are "trying
to persuade" British and European
claimants to pursue litigation
against the company in the United
States in an attempt to gain larger

awards, Mr. Hedger said.
U.S. lawyers also are suggesting

that patients in Europe who have
been fitted with the valve but have

experienced no problem can sue
Pfizer in the United States for

"anxiety" compensation, he said.
However, Shiley's European di-

vision is warning claimants in

Britain and Europe that successful
litigation in the United States can-
not be guaranteed and that even
successful actions will take years
to conclude.

"Shiley Inc. wishes to spare
claimants and relatives the cost,

delay and anguish resulting from
litigation" by offering a "prompt
and fair settlement for any death
or injury caused through fracture
of this valve," the company said.

"Each claim will be assessed in-

dividually depending on its partic-
ular circumstances, and compensa-
tion may therefore vary from case
to case. A claimant will be en-

couraged to review proposed com-

pensation with a local lawyer be-
fore settlement," Shiley said.

However, "Shiley wishes to
make it clear that it will vigorously
defend 'anxiety' claims. A func-
tioning valve provides no basis for
a claim," it noted.

But, Shiley is using media cam-
paigns to alert patients and doctors
to the risks associated with the

heart valve and is offering to regis-
ter patients with Medic Alert, a
charitable foundation that allows

people with medical pioblems to

be identified in an emergency.
Medic Alert was founded in the

United States in 1956 and has

spread to other countries through
Medic Alert Foundation Interna-

tional. For a one-time fee, the

foundation provides a member
with a bracelet or necklace that in-

cludes a brief description of the
member's medical problems and a
means of contacting Medic Alert
for more information.

The foundation also has an Inter-

national Implant Registry, which

lists implant recipients and any
hazards associated with the im-

plants.
By locating people who have had

the Shiley C-C artificial heart
valve fitted and giving them an
identification bracelet, "we hope
that patients, or people acting on
their behalf, would seek appropri-
ate medical attention and thereby
improve the likelihood of suc-
cessful reoperation" in the event of
structural failure, the company
noted.

The registry already is being im-
plemented in North America, and
Shiley is consulting various medi-
cal bodies and regulatory authori-
ties in Europe to initiate similar
facilities in each European coun-
try.

British patients are advised to
contact Medic Alert Foundation,
17 Bridge Wharf, 156 Claedonian
Road, London, England Nl 9UU.

New York Bureau Chief Douglas
MeLeod contributed to this report.

The IRI I)--
nierence:

ur Fina11 ia
jfeasure/ StrengthBmions ofDo#arsWhen someone asksdiscuss some of the thinkingbeh nd The IRI Difference

there are a number of things Icould say. One of the most impor-tant

messages for our customersand their agents or brokers,
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S&P cuts ratings for 3 British insurers
By GAVIN SOUTER • Record fire losses in the third since 1986, says S&P, and it predicts nution of General Accident's hictor- according to S&P

quarter and a 30% overall increase operating losses will exceed 100 mil- ically excellent capital adequacy fol- Although M&G's capitalization re-
LONDON-Standard & Poor's for the first nine months of 1990 hon pounds ($193 milhon) for 1990 lowing major operating and mains very strong, its solvency mar-

Corp has lowered its rating of three • Competition in the motor msur- However, S&P expects Royal's investment-related losses in 1990 gin is expected to fall because of a

ma]or British insurers and warned ance market earnings to improve in 1991 as U K S&P says that the timing of Gen- substantial decline in value of U K
that the claims-paying ability and se- • A drop in stock prices, which rates are increased and a return to eral Accident's expected earning re- stocks, says S&P
cunty of other insurers could also be brought many insurers' solvency more normal weather is expected bound is uncertam due to competi- But the ratings do reflect the im-
in leopardy ratios to their lowest level in 10 Long-term, however, S&P predicts tive pressures in the U K and plied support of M&G's parent, Pru-

S&P lowered the ratings of Royal years that Royal's performance wlll lag be- overseas markets and questions over dential Corp, which has a long his-
Insurance Holdings PLC and two Royal Insurance Holdings PLC hlnd its competitors until its US op- the future direction of stock markets tory of providing financial support to
subsidiaries, General Accident Fim & and Royal Insurance PLC had their erations show signs of recovery Until 1989, the insurer had enjoyed its subsidiaries, S&P said
Life Assurance Corp PLC, and commercial paper ratings lowered to The re-ratmg of Royal Indemnity four years of increased profits, but Meanwhile, other British insurers

British remsurer Mercantile & Gen- A-2 from A-1 Royal Insurance (U K) Co Intercompany Pool again reflects profits were halved that year due had their ratings affirmed by S&P
eral Reinsurance Co PLC, which is Ltd had its claims-paying ability operating difficulties and the wea- to weather losses, losses from real These include Sun Alliance Group
owned by Prudential Corp PLC lowered to AA from AAA And, the kened financial positions of its par- estate agency operations, the acquisi- PLC, Eagle Star Insurance Co Ltd

S&P pointed out that the entire claims-paying rating of the US- ent, Royal Insurance Holdmgs tion of New Zealand insurer NZI and Guardian Royal Exchange PLC
Bntish insurance industry has been based Royal Indemnity Co Intercom- Explaining the re-rating of Royal, Corp , and deterioration in U K Sun Alliance & London Insurance
hit by huge losses during the past pany Poolisd owngraded to S&P Vp Michael Wetton, said "All property and motor lines, S&P says PLC's claims paymg abllity is rated
year, including the January and Feb- A- from A+ insurers have suffered over the past Mercantile & General Remsurance AAA, while Sun Alliance Group's
ruary 1990 windstorms m Northern The re-rating of Royal Insurance year, but in the case of the Royal Co and Mercantile & General Rein- commercial paper is rated A-1 +,
Europe, which will cost British insur- Holdings and Royal Insurance re- there are additional problems, such surance Co of Amenca also had:heir Eagle Star's claims paymg abllity is
ers around 2 billion pounds ($3 9 flects the company's increasingly as its U S operation, which has lost ratmgs reduced to AA + from AAA rated AA +, and GRE's commercial
billion at current exchange rates) strained capitalization and reduced money, is losing money and wtll Stlll The change reflects M&G's de- paper is rated A-1

The winter losses, S&P says, were financial flexibility, which pnmarily be losing money " terlorating earnings performance But, S&P warned, "these ratings

followed by result from operating losses in the Meanwhile, the claims-paying abil- over the past two years, which is are subject to downward pressure if
• High subsidence claims for the United States and major operating 1ty rating of General Accident Fire & largely related to the need to the quallty and stabillty of earnings,

second successive summer These are and mvestment-related losses in the Life Assurance also has been lowered strengthen reserves on manne and as well as companies' surplus
property losses caused when building United Kingdom, S&P says to AA+ from AAA liability business from previous strength, do not return to more fa-
foundations subside due to heat Royal's profitability has weakened S&P says the change reflects dimi- years, as well as catastrophe losses, vorable levels "
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YOUR opportunity for financial secu-
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time established ties to the community req/5 + yrs related expr , CLU/CFF
The excellent salary school districts In addition, the Ad-

helpful Salary +incentives
and benefits package ministrator is respon.ible for staying

Circulation

• COMMERCIAL LINES SALES/OHIO - Major broker seeks a high caliber, being offered parallels abreast of lie needs of Vermont schools Breakdown*
and assisting suierintendents and busi-

professional person with a successful bkgd in the prod of medium to other top-tier in-house ness managers in matters pertaining to

large risks Gall (214) 361-9341 DIRECTOR positions If interested, Commercial Consumers
insurance and rusk management

please forward resume, In Administrative

RISK MANAGEMENT confidence, to Candidates should possess a bdchelor'b CEO s Presidents, and Owners 2,670
degree and a minimum of five years of Vice Presidents, General Managers and

American Trading and Production LEGAL DEPARTMENT
successful supervisory experience in Other Administrative Personnel 4,438
insurance, risk management or related

Corporation, a well-established, P 0 BOX 3419 field, be articulate ar d oossels excel- Financial

multi-national corporation offers an NEW YORK, NY 10163-3419 lent interpersonal ski ls and reasoning Chief Financial Officers and Vice-prest-
opportunity m 15 corporate head- ability dents of Finance 3,149

quarters in Baltimore, Maryland for To apply, send resume, letters of rec-
Secretaries, Treasurers, contollers and

an experienced professional to man- 1 ommendation and other pertinent ma-
other Financial Personnel 4,505

POSITIONSINC. age and develop its insurance and rask terial to Risk/Employee Benefits
department The positton reports to Management Vice-presidents directors managers,
our treasurer The candidate should John T Gutman, President and other related department personnel
have a minimum of 15 years relevant

Vermont School Boards
of insurance, risk, employee benefits.

EXECUTTVESEARCH CONSUIANTS expenence, preferably in a corporate Advisory Services Insurance Trust
2 Prospect Street personnel, compensation, pension

risk management environment. Montpelier, Vermont 05601 safety, security, Industrial relations,
GROUP SPECIALISTS Senior management group

Strong hability experience and a
human resources and employee/labor re

ABC DIRECTOR TO $30OK interested in working with Applications close February 15 1991 lations 10 830
proven track record with worker's

10-15 ¥rs exp Proven track record wr building practices' Health and Welfare preferred *Direct compensation in a manufacturing- underpe,forming insurance Sub-total 25,592

Admission to PaItnership * based industry & required as well as a agencies or turnaround situations Associations 511

SENIOR GROUP REP TO $10OK Bachelor's degree Excellent analyti- We have the experience to assist The Government, Unions and Educational In-
5 7 yrs exp Exc,ung malketplace Established book of business Growth opportunity' cal/communicatmn skills and P.C. lit- companies In debt restructuring,

stitutions 1,289

LTD EXPERT TO $8OK ency essential; ARM destrable Expe- Commercial Consumers

10-15 yn exp Ability lodevelopateam Solid financialcompany cash management capikilrience with real estate and exposure to
NATIONAL ACCOUNT MANAGER TO $6OK (PLUS BONUS) fore,gn insurance a plus formation, perpetuating the

Professional Sub-total 27,392

10 + yrs exp Traditional Group. Managed Care & Account Management Work with largest ae business, finding new markets,
counts Visability'

Insurance Agents and Brokers 9,815

We offer vmbihty and a competitive
compensation package Please send strategic planning, developing Marketplace Insurance Companies 7,891

Accountants, Actuarles, Attorneys &
PRODUCT SPECIALIST/SALES TO $6OK (PLUS BONUS)

resume and salary history to. business and marketing plans, Consultants 3,377

3-5 yrs exp Developing TPA network Progressive growth onented company Christina Esteves systems automation, implementing TARGETS Adiusters, Appraisers, TPA's, Captive
PENSION SALES REPS TO $5OK (PLUS BONUS) budget controls and cost

Managers & Health Care Providers 1,218

3-7 yrs exp in 401 K Develop briker community Excellent products Growth .pportunlry American Trading Others Allied to the Field 1,693

GROUP REP. TO $5OK (PLUS BONUS) and
reduchons We can provide the your BEST TOTAL 51,386

3-5 yrs exp Selling Traditional GroupManaged Care Broker network preferred guidance and expertise to eflecuve * Source Business/Occupational break

Just a partial listing of many more exciting opportunities "NATION WIDE" For
Production Corporation posmve changes in your company JOB down of qualified circulation, May 28,

a confidential conversation call KELLY FARRELL at (617) 367-9200 or fax re-
P.0 Box 238 Contact Cunningham Associates

1990 issue. as submitted to BPA for

sume to (617) 3674906. Company fee pad ONE MCKINLEY SQUARE,
Baltimore, MD 21203 June 1990 BPA Publisher's Statement

BOSTON, MA 02109.
EEO MNIH at (212) 697-2460 Candidates
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War-related stress provided support groups for them and need counseling, said Barbara with Amencan Express m Phoenix," nounced, a number of our people
and other employees, Ms Fretthold Feuer, EAP director where HAI trained supervisors on- were too upset to even come to

Contmued from page 3 said In response to airlines' requests, site on how to recognize and deal work," according to Brian Lawton,
During the Vietnam War, the In debriefing sessions, employees the fhght attendants' EAP also has with employees' war-related stress, vp and director of the EAP at Wells

fledgling EAP movement was con- share their experiences of leaving developed materials for airhnes that noted Donald McKean, national sales Fargo
fined to programs for recovenng al- their lobs and homes in Saudi Ara- fly mihtary charters, and lt lS devel- director at HAI, which is the man- "As this goes on, people will be-
coholics bia They express what they felt then opmg materials for crew members of aged mental health care subsidiary of come a little worse," Mr Lawton

Today, "the vast majority of car- and what they are feeling now carriers that may be flying bodies Aetna Life & Casualty Co of Hart- predicted "It's a demorahzing expe-
ing for war stress will occur in the It is important "not to bury those back from the Persian Gulf, she said ford, Conn rtence "
EAP," said Minam Fretthold, vp of feelings or they may pop up" in the The materials are distributed "We spent a lot of time defmmg Ms Carroll outlines m her article
professional practice at St Louis- future, Ms Fretthold said through a network of 150 volunteer stress and the physiological reaction some means of coping with the "wide
based Personal Performance Consul- It is also important to let people flight attendants who are trained in to stress We provided personal in- range of emotional responses" as well
tants Inc , an EAP serving 600 em- see that the "flood of emotions" that handling trauma ventories employees can take to as- as physical symptoms caused by the
ployers nationwide with 38 milhon accompanies a traumatic situation is The volunteers assess and, if nec- sess their stress level and tips on how constant awareness that the United
employees normal The process of debriefing essary, refer flight attendants to a to manage stress," according to Mr States is at war

At the outbreak of war, several also Identifies "when you need to network of professional counselors McKean And, she explams that "war pro-
EAP providers, including Personal seek more help," she said located in cities where the airlines HAI also provided a "war packet" testers and those who are Arab-
Performance Consultants, Los An- Several EAPs also reported many are based, Ms Feuer explained for employees about stress, Including American, be they Saudi, Iraqi, for-
geles-based Managed Health Net- requests from clients for help with About 17% of referrals to the EAP how to talk to children about war eign or born in the United States,"
work and Jacksonville, Fla -based how to deal with children's fears come from airline management, HAI also offers American Express are likely to become scapegoats "to
Resource EAP Inc , sent letters to caused by the war "which is signihcant, since this is a employees support groups led by vent our angry and uncomfortable
their employer clients reminding "More parents are bringing their union EAP," she said professional counselors emotions on "

them that special programs such as children in" to visit EAP counsel- The flight attendants' EAP also has Nationwide Mutual Insurance Co "These two groups of people are
workshops, seminars and literature ors, said Colleen Richardson, director a trauma intervention process, which has formed a new support group at more like us than they are differ-
on stress could be made available of accounts and training at Resource offers debriefing sessions in the event ltS Columbus, Ohio, headquarters for ent," Ms Carroll writes, counsehng
to their employees as part of their EAP of plane crashes and acts of terror- employees who have relatives and "patience, understanding of ourselves
contractual relationship In addition, EAP counselors have ism "One of the unique things about fnends who are m the milltary and and others "

The EAPs since have received nu- found that workers seelang counsel- our programs is that we are proac- are assigned to the Persian Gulf Mary Lou Finney, regional man-
merous requests from employer ch- ing for other problems-typically tive We know (trauma) is mevita- More than 150 Nationwide em- ager of employee counsehng at Los
ents that say their employees are ner- marital problems-also have womes ble," Ms Feuer said ployees attended the first meetmg Angeles-based Hughes Aircraft Co
vous, distracted and upset by the and have had arguments with their While members' dues pay for the last month and "exchanged mforma- and president of the Los Angeles
war, executives of EAP providers spouses about the war These war-re- EAP, the airhnes' benefit programs tion and stones about loved ones m Chapter of EAPA, agreed
say lated worries and arguments often pay for whatever outside counseling the war," according to the company "There's a great awareness m the

The EAPs have responded m var- are "the straw that broke the camel's lS required They also exchanged tips on such chapter that we have to pay atten-
iOUS Ways back" that leads employees to seek "And no matter what their msur- matters as "the best way to send tion, that people have to be ready

For example, counselors from Per- counseling, Ms Richardson pointed ance is like, we can find them re- overseas mail or to make overseas and willing not to be ludgmental,
sonal Performance Consultants, out sources," Ms Feuer asserted telephone calls " The group wtll hold whatever the politics of the person
Managed Health Network and The With the threat of terrorist attacks Other EAPs also are training em- regular meetings every two weeks who needs assistance," Ms Finney
Holman Group have given on-site se- and the chartermg of private airlines ployees to help colleagues deal with At Wells Fargo Bank NA m San said
minars at the request of employers by the government for milltary duty war-related stress Francisco, an article in the recent The 150-member Los Angeles

For example, Personal Perfor- in the Persian Gulf, alrhne flight at- For example, Salt Lake City-based issue of the employee newspaper chapter also lS the first chapter in
mance Consultants counselors have tendants comprise a group of em- Human Affairs International, an EAP written by Renee Carroll, clinical the nation to put together a refer-
conducted on-site sessions to help ployees perhaps most susceptible to with more than 500 clients with a director of the bank's in-house EAP, ral packet of local counseling re-
employees of Atlanta-based Turner stress total of more than 35 million em- explained to workers that feelings of sources for ltS members, which may
Broadcasting System Inc, which op- As a result, the m-house EAP for ployees and dependents-mcluding distress are normal during a crisis be made available to non-members
erates Cable News Network the Washington, DC- based Assn American Express Co of New York, hke the Persian Gulf war "If there's a big offensive, people

The sessions are designed for "all of Airhne Flight Attendants, which Armonk, N Y -based International "Most of us feel a profound sense nught be very upset by lt," and lt lS
levels and all types" of employees, represents 30,000 flight attendants Business Machines Corp, which also of loss A loss of certainty, a loss of important to make resource mfor-
including those who are m constant employed by 19 airlines, has deve- lS served by Personal Performance stability, a loss of our usual sense mation widely available, Ms Finney
touch with their colleagues in the loped war-related materials for mem- Consultants, Exxon Corp of Irving, of safety and place in the world, explained
Persian Gulf, Ms Fretthold said bers who fly internationally Texas, and Union Carbide Corp of along with loss of peace and the in- "Considering how competitive

Personal Performance Consultants The materials explam how to calm Danbury, Conn -has trained super- herent loss of hfe that war mevita- EAPs are, the L A chapter has taken
counselors also have deloriefed em- worned family members and they in- visors on-site to deal with war-re- bly means," Ms Carroll, a psychi- a significant step" in sharing re-
ployees returmng from thew jobs or clude phone hot line numbers for lated worker stress atilc nurse, observed m the article source information among members,
military duty in Saudi Arabia and workers who are upset about the war "One of our biggest pro]ects was "The day after the war was an- the EAPA's Mr Bickerton said •

Union Carbide
Continued from page 2 A Superior Court judge granted same loss, the Supreme Court found bide, an approach that would wipe But, the court found that it did

Injured more than 200,000 others (BI, summary iudgment in Union Car- "CIGA's proposed Interpretation out any guaranty fund recovery for not have enough information about
Dec 10, 1984) bide's favor on several of the cov- effectively reduces the coverage af- the chemical company The court how the Bhopal settlement is being

Lawsuits against the chemical erage issues it raised in the litiga- forded by the insolvent pohcles to the concluded that this "simplistic ap- allocated among victims to determine
company were consolidated in India, tion with CIGA, and both sides extent of the coverage available proach" is not supported by the guar- how the deductible provision should
and the Indian government assumed appealed elements of the lower court under the solvent policies even anty fund statute be apphed .

the right to pursue all claims ansmg rulmg to the state Supreme Court though the loss remains partially un-
from the accident In one of the key issues in the satisfied," the court ruled This

The Indian government agreed to case, the Supreme Court panel af- would "penalize the prudent practice
a settlement m February 1989 under firmed the lower court's finding that of dividing portions of the total ha-
which Union Carbide paid $420 mil- CIGA's $300,000 cap on guaranty bility coverage among different in- Insurance services guide
lion and Union Carbide India paid fund coverage of claims apphes se- surers" and "seriously undercut the
$45 million (BI, Feb 20, 1989) parately to each of the Bhopal vic- protection that the legislature in-

Challenges to that settlement are tims rather than to each of the six tended to provide," the court noted
now pending before the Indian Su- policies written by the three defunct The Supreme Court also concurred

preme Court, the Union Carbide msurers with the lower court's refusal to rule
ADDITION \1 1\SLRI 114 BOOk (51\ I 4 \\4\$1 Rft

spokesman said (BI, Jan 22,1990) CIGA argued unsuccessfully that on whether payments to Bhopal vic-
Union Carbide had total primary a "covered claim" is a claim by a tims from sources other than the

- • Should we agree to add others to our liability policy?and excess general habillty insurance policyholder for indemnification Union Carbide settlement could re-
limits of $2025 million to respond to under a habllity pohcy, not the sepa- duce CIGA's liability for covered • Should we require others to add us to their policies?
the settlement and recovered $170 rate tort claims that give rise to the claims Court flhngs to date have not  0 Should we be an additional,nsured or an additional
million from Insurers It was unable claim for mdemniheation disclosed whether victims have re-  namedinsured?
to collect the remaining $32 5 milhon The court also rejected CIGA's ar- ceived any such payments, the court • Does contractual hability Insurance cover failure to
from Transit, Midland and Integrity, gument that a "covered claim" lS noted  add another party as an additional insured?
which are now insolvent synonymous with an "occurrence" But, the Supreme Court panel • Why is it bad to require a cross liability

CIGA filed a declaratory ludgment and that since the Bhopal disaster overturned the lower court's order I.--- endorsement'>

action agamst Danbury-Conn -based was a single occurrence, Union Car- that CIGA must pay $64 milhon in
Union Carbide over Transit-related bide's recovery from CIGA should be Umon Carbide defense costs on be- For a free brochure on this 200·page book of answers, cal 800-8274242 and ask #or Marketing, or write

claims in Hartford Superior Court in limited to $300,000 half of the msolvent insurers ATTN Marketing, Ir*emational Rek Management Institute, Inc,12222 Ment Onve, Sta 1680, Dallas. TX 752512217

1986 Union Carbide responded with Likewise, the court re]ected Noting that Union Carbide's $5 7
a summary judgment motion in Jan- CIGA's contention that the consol- million first excess pollcy issued by
uary 1989 seeking guaranty fund cov- 1dation of numerous Bhopal lawsuits Royal Indemnity Co Included an en-
erage for the company's claims mto a single action controlled by the dorsement providing for self-insur- TEMPORARY
against all three defunct insurers Indian government rendered it a sm- ance of these expenses, the court

At the time, CIGA warned that gle claim sublect to the $300,000 cap found there is a dispute over whether CLAIMS EXAMINERS
the Union Carbide claims-along "If we were to accept CIGA's ar- other excess Insurers covered defense • Exclusively Medical/Dental Clainif
with another $32 million in Tran- gument that only an insured may costs (BI, Dec 24,1984)
sit-related claims filed by former as- present a covered claim and that such The court concluded that further

bestos producer Raymark Corp - a claim for indemnification from a tnal court proceedings are necessary
ics • Nationwide Service

• 10 Years Service to Over 800 Cllenti
could devour the lion's share of single occurrence is limited to to resolve the defense cost issue
CIGA's assets, causing proration of $300,000, the protection of Connecti- Further trial court proceedings also AG • Proven Performance Record

other claims against the fund (Bl, cut residents agamst losses resulting are needed to resolve how CIGA's • Rapid Start Up
Feb 13,1989)

CLAIM SERVICES
from msolvency of Insurance camers, $100 per-claim deductible should be RESOURCE GROUP • Effective Quality Control Program

However, assessments have which the legislature intended to applied, the Supreme Court found,
brought CIGA's available funds to provide, would often prove illusory," concumng with the lower court's re- CLAIM SERVICES RESOURCE GROUP • 800-331-5039

more than $80 miHion, and any even- the court concluded fusal to rule on this issue The Claims Productivity People©
tual payment of Unlon Carbide and CIGA also 15 not entitled to off- However, the Supreme Court re-
Raymark claims shouldn't be a prob- set its liabilities against amounts jected CIGA's argument that lt
lem, according to Paul M Gulko, Union Carbide collected from sol- should be allowed to multiply the For advertising mformation Hi the INSURANCE SERVICES GUIDE
president of Guaranty Fund Manage- vent insurers by citing provisions of deductible by the number of Bho- Contact Margaret Hikido 740 Rush Street Chicago Illinois 60611
ment Services, CIGA's Boston-based the guaranty fund law Intended to pal claims and deduct that amount Telephone (312) 649-5340
manager prevent duplicate recoveries on the from any obligation to Union Car-
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Airline crash replacement value " year, when more than 75% of the lines may be able to recover those Sept 22,1986, Sept 8,1986)
The insured value of the Boeing major airlines renew their insur- payments from the U S go ern- The estate of William Kramer,

Continued from page 1 737 "surprises all of us," said an- ance programs ment, according to George N who was flying the Piper aircraft,
same runway moments before they other London aviation broker Besides its hull insurance, USAir Tompkins Jr, a partner with Con- was held liable for the other 50% of
collided Officials at Frank B Hall in New also carries $850 million of liabil- don & Forsyth of New York damages

USAir Flight 1493, carrying 83 York and Leslie & Godwin in Lon- ity insurance, according to the U S The collision at Los Angeles In- The court found that the Aero-

passengers and six crew, crashed don would not comment on Department of Transportation, ternational occurred when a Fed- mexico crew "was diligent and
into SkyWest Metro 3 as the USAir USAir's coverage which received confirmation of the eral Aviation Administration air professional at all relevant times
jetliner was landing at Los Angeles USAir's premium increases are Feb l coverage renewal the morn- traffic controller gave permission and that the collision could have
International The SkyWest air- indicative of a general trend since ing before the crash to USAir Flight 1493 to land on the occurred even though the Aero-
liner, which was preparing to take Jan 1 of increased airline hull and The DOT and other so frees say same runway where she had just mexico pilots were performing di-
off at the time, carried 10 passen- liability insurance premiums, bro- the underwriters on USAir's hull directed SkyWest Flight 569 to ligently and professionally," ac-
gers and two crew members kers and underwriters agree and liability coverage are await takeoff cording to the judgment

Thirty-four people died in the However, USAir's massive hike • U S Aircraft Insurance Group Tape recordings released last However, the court said that the

accident, including all those on "is the biggest increase we have Inc , a New York-based consortium week by the National Transporta- FAA air traffic controller at Los
board the SkyWest airliner seen so far," the London broker of property/casualty insurers, tion Safety Board also suggest that Angeles Terminal Radar Approach
Twenty-six people were injured, 11 said which writes 25% of the USAir a USAir pilot asked three times Control should have seen the small
of whom remained hospitalized Many observers said USAir's coverage Sources say USAIG lS whether the jetliner was clear to Piper aircraft, which had wan-
last week whopping raze increase could be the claims lead land but only received a response dered into controlled air space

Just 18 hours before the crash, due to the 132% loss ratio the air- • London insurers, which write a minute and a half after the last without clearance, and should have
USAir's hull and liability insur- line has posted over the past seven another 25% of the risk The Lon- request issued a warning to the Aeromex-

ance program was renewed years don coverage is led at Lloyd's of The NTSB also reportedly will ico flight crew
through brokers Frank B Hall & Included in this losses lS the De- London by the Ariel synd.cate investigate allegations that a "The Federal Aviation Adminis-

Co Inc of New York and Leslie & cember 1987 crash of a USAir- • French insurer La Concorde ground-based radar system main- tration, acting by and through ltS
Godwin Ltd of London owned Pacific Southwest Airlines through La Reunion Aerienne in tained by the FAA to help air traf- employee, was negligent in failing

USAir paid about double the Jetliner at Los Angeles Interna- Paris, which writes 15% of the cov- fic controllers keep track of traffic to issue a warning to the crew of
premium paid for last year to tional, which killed 43 people erage was out of service AM498 to advise them of the pres-

renew its coverage, to aviation un- Authorities determined that the • Associated Aviation Un- "The government should pay ence of (the Piper) m time to take
derwriters and brokers in London crash was caused by a disgruntled derwriters of Short Hills, NJ, 100% on this, if what I read is action to avoid collision." the court
and the United States former USAir employee who which writes another 15% of the true," said Mr Tompkins, a lead- said

One London broker said that boarded the plan with a pistol (BI, coverage ing airline defense attorney By law, an air traffic controller
USAir's hull premium increased July 3, 1989, Dec 14, 1987) • Compagnie des Assurances The U S government has been "is legally required to give all in-
119% while its liability premium "USAir's increases are an excep- Maritimes et Terrestres in Paris, held liable in several air crash formation and warnings specified
increased 135% tion, but the trend is up" for air- which writes 7 5% of the coverage cases, though lt has been cleared of m his air traffic control manuals

A London aviation underwriter line hull and liabilizy insurance • Aviators International Insur- any liability in others including merging target warnings
participating on the coverage esti- premiums, said the London avia- ance Group in Dallas, which writes In particular, the U S District and traffic advisories," the court

mated that USAir paid between tion underwriter USAir's pre- another 7 5% of the coverage Court for the Central District of said "As a matter of law, the

$20 million and $22 million for the mium hikes ' can't be typical, nice • Philadelphia-basec CIGNA California ruled in 1989 that the United States is liable for all
12-month policy renewed Feb 1, though that would be " Corp, which writes 5% of the cov- U S government was 50% liable deaths, inJuries, damage and de-
compared with the $16 5 million "The general trend for every- erage for the August 1986 mid-air coili- struction proximately caused by
premium paid for an 18-month thing is up,' agreed David Trezies, SkyWest insured ltS Fairchild mon of Aeromexico Flight 498 with the negligence of the FAA, through
policy from Sept 1, 1989, to Feb 1, chairman of London-based broker Metro 3 aircraft for around $3 1 a single-engine Piper aircraft over its employees, in failing to warn
1991 Sedgwick Aviation Ltd million and carnes $250 million of Cerritos, Calif The collision killed the pilots of AM498 of the presence

When completing the renewal, Mr Trezies noted that although liability insurance, brokers and 64 people on the Aeromexico DC-9, of (the Piper) "
USAir reduced the value of its fleet USAir iS the largest air carrier underwriters agree The coverage three people in the Piper aircraft The Aeromexico decision is cur-

to $9 2 billion from $10 4 billion to whose insurance has been renewed lS placed in the United States by and 15 people on the ground (BI, rently being appealed .

minimize the increase in its hull so far this year, smaller airlines al- Alexander & Alexander Services
insurance premiums, brokers and ready have been hit with rate in- Inc of New York and in London by
underwriters contend creases, albeit much smaller than A&A subsidiary Alexander How-

USAir reported a net loss of $214 the USAir rate hike den Ltd

Info
million in the first nine months of For smaller airlines, "the aver- According to the Department of

1990, including a loss of $115 mil- age rate increases for Jan 1 renew- Transportation, SkyWest's insur- . The New York Business Group 800-274-4262
hon alone in the third quarter als was around 45% for hulls and ers are on Health Inc has issued a report

Hull insurance premiums are ba- 30% for liabilities," Mr Trezies • USAIG, which writes 22 3% of assessing workplace AIDS educa- • A catalog of publications is
sically determined by multiplying said the coverage USAIG also is the tion programs "AIDS Education available from the American In-
the Insured value of an airline's Signs that airline hill and liabil- claims lead for SkyWest in the Workplace: What Employ- stitute for Property & Liability
aircraft by the rate quoted by the ity insurance costs would rise this • The London market, which ees Think" attempts to determine Underwriters in conjunction with
underwriter So if an airline re- year after five years of cut-rate writes 47 5% of the coverage Lon- employee sources of AIDS mfor- the Insurance Institute of America
duces the value of its fleet, the pro pricing came during Jan 1 renew- don sources say the coverage in mation, how the employer is re- The catalog describes 48 textbooks
mium is less als when aviation insurers were London is led by English & Ameri- garded as a source, the level of published by the institutes under

As a result, while the Boeing 737 force to pay premium increases can Insurance Group PLC knowledge about AIDS transmis- the categories of insurance princi-
aircraft was insured for its re- ranging from 50% to 300% for • Aviators International Insur- sion, attitudes about co-workers ples, insurance coverages, risk
placement value of $33 million on aviation reir.surance (BI, Dec 10, ance Group in Dallas, which writes with AIDS and the employer's role management, insurance operations
Jan 31, it was insured for ]ust 1990) 75% of the coverage toward those workers Copies are and insurance in a business en-
more than $16 million under the And, although aviation insurers' •La Concorde in Paris, which available for $10 plus $2 50 post- vironment Copies of the 43-page
coverage that took effect on Feb 1, reinsurance programs were ren- writes 12 5% of the coverage age and handling Contact catalog of publications are avail-
the day of the crash ewed, insurers now are retaining • Insurance Co of North Ameri- NYBGH, 622 Third Ave , 34th able free from the institutes' Field

Many brokers and underwriters more of their risk, according to un- can, a CIGNA unit, which writes Floor, New York, N Y 10017-6763, Services Department, 720 Provi-
believe that it would cost USAir at derwriters 5% 212-808-0550 denee Road, Malvern, Pa 19355,
least $20 million to $25 million to "Also, there's a general under- • U S Fire Insurance Co, a unit 215-644-2100, ext 7518

replace the Boeing 737 aircraft standing that rates have been sig- of Crum & Forster Inc of Basking • "A Pocket Guide to Auto-

"They underinsured it," sur- nificantly low" for aviation hull Ridge, NJ, which writes 5% matic Sprinklers is a booklet • The Occupational Safety and
mised one London broker and liability coverage, aUS un- However, at least one attorne frorn Factory Mutual Engineering Health Administration has re-

Reducing the fleet value and the derwriter said "We need the rate wonders whether the two airlines & Research that explains hou an leased a new booklet intended to
value of the particular aircraft, "I change to preserve the aviation (in- will be held liable for any of the automatic sprinkler system works help small businesses man age
assume, was a function of reducing surance) market " damages resulting from the disas- and how firefighters can work with safety and health protection
the premium," according to aUS However, most brokers and un- ter at Los Angeles International it Topics in the guide include programs. The 56-page booklet, a
aviation underwriter "When rates derwriters note that the real im- Airport types of sprinklers, temperature revised version of the "OSHA
go up, airlines may insure their pact of the rate hikes will not be Although the airlines' insurers ratings on the systems, alarms and Handbook for Small Businesses,"
fleet at book value rather tnan felt until the fourth quarter of the will initially pay claims, the air- sprinkler control valves The guide informs employers of voluntary

is intended as a reference for fire protection programs, compliance
-

department training, inspections programs and their spin-offs The
FEBRUARY and pre-fire planning Copies are OSHA handbook describes a four-
CLOSINGS SET YOUR DATES available for $1 25, for orders of point safety program including

100 or more, the cost is $1 a copy management commitment and em-
Contact Factory Mutual Engi- ployee involvement, worksite anal-
neering Corp, Order Processing, ysis, hazard prevention and control
1151 Boston-Providence Turnpike, and training programs designed for

issue February 18- Reader Service P O Box 9102, Norwood, Mass employees, supervisors and man-
closing February 5 02062, 617-762-4300, ext 2151 agers Single free copies of OSHA

editorial feature Benefits Health Care Cost Control - Directory Utilization Review Providers publication No 2209 are available
demographic section Insurer Topics Comoating Fraud • "Liability Prevention & from the OSHA Publications Of-

issue February 25 You: What Nurses and Employ- fice, Room N-3101, U S Depart-
closing February 12 ers Need to Know," a new bro- ment of Labor, Washington, D C

issue March 4 - Reader Sen,ice Bonus Distribution ICRF
chure published by the American 20210, or from regional OSHA of-

closing February 19 Nurses Assn , 15 designed to edu- fices
cate nurses, nursing students, em-

editorial feature Risk Management Services - Directory Risk Management Consultants
demographic section AgenUBroker Topics Agency-Insurer Relations

ployers and risk managers about Haue a new report, booklet or edu-
the vanous types of liability that cat:onat brochure you'd hke to

issue March 11 confronts those in the nursing pro- send to buyers of insurance? Bust-
closing February 27 fession The brochure explains the ness Insurance wzU describe ma-

difference between the National terial costzng less than $35 as an
Practitioner Data Bank and ANA's editorial service in the Info col-

1 2 National Nurses Claims Data Base umn Simply send us a copy of the
3456789 Single copies of the brochure are :tem to be o#ered and a short de-

10 11 12 13 14 15 16
New York Chicago Los Angeles

available free of charge from ANA, scription of it, along with the cost
17 18 19 20 21 22 23 012) 210-0228 (312) 649-5276 [213) 651-3710

im=:a sets of 25 brochures can be pur- and a mailing address Address alt
24 25 26 27 28 Fax (212) 210-0704 Fax (312) 280-3189 Fax: [213) 6554157 opubS..lon ofC-Commun,coom inc chased for $5 by state nursing as- contributions to Info, Business In-

sociation members or $6 50 by surance, 740 N Rush St, Chicago,
non-members Contact the ANA at Itt 60611-2590
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Pension proposal In addition, collecting informa- "I view these rules as giving em-
tion to determine if 90% of employ- ployers flexibility (in running the

Conttnued.from page 1 ees who provide services to a cer- non-discrimination tests) that they Headquarters employees
tions may make separate lines of tain line of business do so didn't have before I was not dis-
business testing impossible for exclusively may be difficult pleased with the rules," said Steve may disrupt pension tests
many companies, benefit experts "In the real world, you have lots Vernon, a consultant with The
say of situations where employees in a Wyatt Co in Sherman Oaks, Calif WASHINGTON-An employer with a large central headquarters

"How many companies will get conglomerate provide services to "The regulations will not be that staff that performs services for different corporate units may not be
over all these hurdles? At this different units," Kwasha Lipton's bad if the IRS modifies a couple of able to use the Internal Revenue Service's rules for testing pension
point, I'd say not very many," said Mr Coleman said key interpretations," said Allen plans on a separate line of business basis, benefit consultants say
Dennis Coleman, a partner with Consultants add that the sepa- Steinberg, a consultant with In order for a corporate unit to be considered a separate line of
Kwasha Lipton in Fort Lee, N J rate lines of business rules are so Hewitt Associates in Lincolnshire, business for pension non-discrimination testing purposes, the IRS

"Employers, in many cases, will complex and voluminous that all Ill says that 90% of that unit's employees must exclusively work for
be disappointed Many employers the problems may not be disco- By contrast, Section 89 con- that unit

will not find the significant relief vered for weeks tained so many problems that leg- "Shared" employees-like central headquarters staff members-
they may have expected," said "It is like an onion The more you islators eventually agreed with em- would be added to each unit for purposes of the 90% exclusivity
Harry Conaway, a principal with peel, the more layers of complexity ployers that repeal-not test when testing each unit's workforce, which will cause many
William M Mercer Inc in Wash- you find," said Henry Saveth, a overhaul-was the only solution units to flunk the test

ington, DC, and a former Trea- principal with A Foster Higgins & In addition, Section 89 was a An example provided by consultant William M Mercer Inc illus-
sury Department official Co Inc in New York take-it-or-leave-it proposition, trates how a company with a large headquarters staff that provides

"On the whole, there are a lot of Still, benefit experts say, the employers never were given a services to two corporate units could not pass the 90% exclusivity
disasters in these regulations," problems posed by the separate chance to comment before the pro- test

said Frederick Rumack, director of lines of business rules should not visions were added to the 1986 tax This example assumes the company has 10,000 employees and has
tax and legal services at Buck Con- be compared to Section 89, the law two lines of business The first line of business, an electronics unit,
sultants Inc in New York horrendously complex non-dis- The separate lines of business has 8,000 employees, while the second line of business, a textile

Among the problems in the pro- crimination rules for health care rules are only proposals The IRS is unit, has 1,000 employees The company also has 1,000 headquarters
posed regulations identified by plans passed by Congress as part of giving employers until April 2 to employees who provide services to both units
consultants the Tax Reform Act of 1986 Sec- comment In applying the 90% exclusivity rule, a company has to prove that

• To test pension plans on a sep- tion 89 was repealed m 1989 after The IRS "has an open mind 90% of a unit's employees, including shared employees, exclusively
arate lines of business basis, a plan employers bombarded Congress There still lS hope for change but perform services for that unit
first has to pass the so-called non- with complaints about the rules' employers have to communicate In the Mercer example, the electronics unit would be considered
discriminatory classification test complexity and massive data col- their problems because the IRS to have 9,000 employees, including its own 8,000 employees and the

Because of the unusual way the lection requirements soon will be developing final 1,000 headquarters employees
IRS requires this test to be run- Unlike Section 89, which af- rules," said Scott Tucker, a Mercer In order for the high-tech unit to pass the test, 90%, or 8,100 em-
companies would have to exclude feeted all employers offering associate in Washington, D C ployees, must work exclusively for that line of business In fact,
certain non-highly compensated health care plans, many employers Indeed, the IRS m the past has only 8,000 employees, or 88 9%, exclusively work for that unit As a
employees who actually are co- -like small and mid-sized organi- responded to employer comments result, the high-tech unit could not be considered a separate line of
vered by a plan-the plan could zations offering single pension The IRS last year modified its so- business

easily fail this test (see related plans that cover all employees- called minimum pension participa- The second unit, the textiles unit, also would flunk the 90% test
story) have no reason to use the separate tion rule, once described as the That unit would be considered to have 2,000 employees, including

• Companies with lots of so- lines of business rules symbol of regulatory complexity, 1,000 shared headquarters employees and 1,000 non-shared employ-
called shared employees, like orga- In addition, some companies that after a flood of employer protests ees As a result, 90%, or 1,800 employees, would have to provide
nizations with a large headquar- offer different pension plans to (BI, May 21, 1990) services exclusively to that unit
ters staff that provides services to various corporate units may find Comments on the separate lines In fact, the unit only has 1,000 employees exclusively providing
various units, may not be able to that they don't have to use the of business rules, which were pub- services to that unit, far shy of the 90% threshold

test their plans on a separate lines separate lines of business rules to lished in the Feb 1 issue of the "Companies with large headquarters' staff always will have
of business basis pass the non-discrimination tests Federal Register, should be sent to problems with the 90% test," said Harry Conaway, a Mercer princi-

A requirement in the rules says And, some employers may not be Internal Revenue Service, P O Box pal in Washington, D C
that for a unit to be considered a fazed by the complexity of the sep- 7604, Ben Franklin Station, Atten- -By Jerry Gezsel
separate line of business, 90% of its arate lines of business rules and tion CC CORP T R (EE-147-87),
employees must exclusively work may actually welcome the rules, Room 4429, Washington, D C
for that unit (see related story) some experts assert 20224 Datebook

Rule may stymie many firms FEBRUARY Sept. 11-13 m Dallas, Oct. 21-23 m
FEB. 25. Crane Management Kansas City, Dec. 4-6 in Atlanta

By JERRY GEISEL are offered, one for salaried em- to determine a number known as Awareness sermnar m Orlando, Fla Education Department, RIMS, 205 E
ployees and one for hourly employ- the "unsafe harbor percentage " and Philadelphia, sponsored by the 42nd St, New York, N Y 10017, 212-

WASHINGTON-A special In- ees The high-tech unit also offers Unsafe harbor percentages, which Crane Institute of America Inc, $195 286-9292
ternal Revenue Service precondi- a small profit-sharing plan, caus- range from 20% to 40%, are found Also March 4 in Denver, March 11
tion may prevent many employers ing the company to look at the sep- in a special IRS table The figure is m Cincinnati, March 18 in Houston, FEB. 25-27. The Trustees and Ad-
from testing their pension plans on arate line of business rules to meet 20% for employers whose work- March 25 in Chicago Crane Insti- ministrators Institute m Orlando,
a separate line of business basis certain IRS non-discrimination forces are at least 90% composed of tute, 1053 N Orlando Ave, Suite 4, Fla, sponsored by the International

The new standard "may make rules lower-paid employees Maitland, Fla 32751, 407-647-1800, Foundation of Employee Benefit

the separate lines of business regu- Of the high-tech unit's 1,000 em- The percentage of highly paid 800-832-2726 Plans, $555 for IFEBP members,
lations unworkable," asserts John ployees, 150 are highly paid All employees considered for testing $630 for non-members Registrations
Woyke, a principal with benefit 150 are salaried Of the 850 lower- purposes as covered by a pension FEB. 25-26. Improving Reinsur- Department, International Founda-
consultant TPF &C, a unit of paid employees, 300 are salaried plan is then multiphed by the un- ance Collections conference in New tion, PO Box 69, Brookfield, Wis
Towers, Perrin, Forster & Crosby and 550 hourly safe harbor percentage York City, sponsored by Executive 53008-0069, 414-786-6700
Inc in Valhalla, N Y The textile unit has 1,000 em- The result is the percentage of Enterprises Inc, $1,045 Executive

Under the precondition, employ- ployees Twenty-five, all salaried, the company's lower-paid employ- Enterprises Inc, 22 W 2lst St, New FEB. 25-MARCH 1. Accredited
ers can use the separate line of are highly paid Among the lower- ees that must be "covered" by the York, N Y 10010-6904, 800-831- Safety Auditor seminar ln Vancou-
business rules only if all their pen- paid 975 are 575 salaried employ- salaried employees' plan for the 8333, 212-645-7880 ver, British Columbia, Cleveland and

sion plans first pass a special IRS ees and 400 hourly employees plan to be considered non-discrim- Madnd, Spain, sponsored by the In-
non-discrimination test This test For the pension plans to pass the inatory FEB. 25-26. Insurance Regulation ternational Loss Control Institute,

-known as the Section 410(b) 410(b) test, the employer would In the case of Company X, the Course in New York City, sponsored $1,050 for ILCI members, $1,250 for
non-discriminatory classification have to look at its entire work- percentage of highly paid employ- by Executive Enterpnses Inc, $1,045 non-members Also March 4-8 in
test-compares the percentage of force However, in running the test ees covered by the plan-86%- Executive Enterprises Inc, 22 W San Francisco, March 11-15 in At-
highly compensated employees- for each separate line of business, would be multiplied by 20%, the 2lst St, New York, N Y 10010-6904, lanta and Lexmgton, Ky, March 18-
those earning more than about employees in the other line of busi- unsafe harbor percentage The re- 800-831-8333, 212-645-7880 22 m San Juan, Puerto Rico ILCI,
$60,000 annually-covered by a ness would be excluded, even if sult-17 2%-would be the mini- P O Box 1898, 4546 Atlanta High-
plan with the percentage of non- they actually were covered by the mum percentage of lower-paid em- FEB. 25-26. The New Clean Air way, Loganville, Ga 30249
highly compensated employees co- plan ployees that must be covered by Act From A-Z conference in Chi-
vered The Hewitt example shows the the salaried employees' plan cago, sponsored by Executive Enter- FEB. 25-MARCH 1. Modern Safety

Even a companywide pension problems that arise when running However, when the test is run on pnses Inc , $1,045 Executive Enter- Management seminar m San Fran-
plan that covers most lower-paid the 410(b) test as required by the the salaried plan covering only the pnses Inc, 22 W 2lst St, New York, cisco, sponsored by the International
employees could fall the 410(b) IRS on the high-tech salaried em- high-tech unit's workers, the plan N Y 10010-6904, 800-831-8333 or Loss Control Institute, $855 for mem-
test That lS because employees m ployees' plan only "covers" 16 4% (300 divided 212-645-7880 bers, $950 for non-members Also
lines of business other than one The salaried employees' plan for by 1,825) of Company X's lower- March 4-8 m Calgary, Alberta, Lex-
being tested are excluded from the the high-tech unit "covers" 150 paid employees The plan would be FEB. 25-26. Asbestos Litigation: mgton, Ky, and Atlanta, March 11-
test even if the plan includes those highly paid employees out of a considered discriminatory Thus, The Eye of the Storm seminar in 15 m San Juan, Puerto Rico, and Salt
ennployees total of 175 highly paid employees the company could not test its pen- Bal Harbour, Fla, sponsored by An- Lake City, March 18-22 in London

An example provided by Hewitt companywide As a result, the plan sion plans on a separate line of drews Communications Seminars, and Los Angeles ILCI, P O Box
Associates in Lincolnshire, Ill , 11- "covers" 86% of highly paid em- business basis $500, group discounts are available, 1898, 4546 Atlanta Highway, Logan-
lustrates how a companywide pen- ployees for testing purposes In fact, 48%-or 875-of the 10% discount for Asbestos Litigation nile, Ga 30249, 404-466-2208
sion plan offered to a high percent- The salaried employees plan ac- company's 1,825 lower-paid em- Reporter subscnbers Kristi Pfluger,
age of lower-paid employees would tually covers all highly paid em- ployees are covered by the salaried Seminar Registration Department, The Datebook ts compiled from no-
flunk the 410(b) test, thus prevent- ployees But under IRS 410(b) test- employees' plan But the IRS sepa- The Backe Group, 327 E 50th St , tlces sent to Busmess Insurance No-
ing the employer from testing other ing requirements, the 25 highly rate line of business rules require New York, N Y 10022, 212-355- tzces shoutd be sent at least etght
pension plans on a separate line of paid employees from the textile the 410(b) test to be applied as if 6636 weeks m advance to Datebook, Bust-
business basis Unit are excluded when the test lS the employees in the textile unit ness Insur -,9 740 N Rush St, Chi-

This example assumes that Com- run for the high-tech unit are excluded from the salaried em- FEB. 25-27. Fundamentals of In- cago, Ill 60611-2590 Please include
pany X has two separate lines of Next, the employer must calcu- ployees' plan surance course in Charlotte, NC, the pnce, d any, of the meeting and
business a high-tech electronics late what portion of its workforce "The proposed regulations dis- sponsored by the Risk & Insurance mformation on registration for m-
unit and a textile unit The two is lower-paid workers At Com- tort the real coverage of this plan," Management Society Inc, $540 for terested readers Business Insurance

units employ a total of 2,000 peo- pany X, lower-paid employees said Allen Steinberg, a Hewitt As- RIMS members, $640 for non-mem- reserves the nght to select meetmgs
ple-175 are highly compensated comprise 91% (1,825 divided by sociates consultant bers, less $45 if registered at least six of most mterest to:ts readers and
and 1,825 are not 2,000) of the workforce "The IRS really is creating a fic- weeks pnor to course Also April 8- cannot guarantee that notices witt be

Two companywide pension plans This percentage-91%-is used tion," said TPF&C's Mr Woyke I 10 m Boston, June 10-12 in Seattle, pnnted
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Auto coverage formed an Insurer But the regulation Brokers and insurers also urged Update
now bars members from using Az- regulators to enforce eastmg laws on

Cont:nued from page 3 Star Casualty Co of Phoemx, which surplus lines brokers and non-admit-
Insurers is not admitted m California ted insurers and to quickly adopt Cigarette suits allowed in Texas

Regulators said the rule was AzStar is hcensed in five states and standards for offshore msurers that

needed because the non-admitted operates on a non-admitted basis m are not domiciled m any state AUSTIN, Texas-A federal law does not protect cigarette makers
from lawsuits in Texas state court, a state appeals court ruledshare of the state auto market had 17 other luz·lsdictions, mcluding Call- Because "you have not been en-

The 3rd Texas Court of Appeals in Austin this month rejectedincreased dramatically That sub- fornia forcing the law, the department will
arguments by units of Phillip Morris Cos Inc, RJR/Nabisco Incjected consumers to the "vagarles of "I truly am upset I put a lot of time be held responsible when poheyhold-
and Brooke Group Ltd, formerly Liggett Group Inc, that the fed-financial institutions which are not and effort into forming AzStar I'm ers don't have their claims paid," said eral Cigarette Labeling and Advertising Act requires suits seekingregulated by the state and whose ha- appalled to thmk that at a snap of attorney Richard Barger of Barger &

bilities are not protected by guaranty somebody's fingers" an Insurer serv- Wolen in Los Angeles, who was state damages be filed in federal court
In disrmssmg four suits agamst tobacco companies, a lower court hadfunds," said a statement ing 181 companies must relinquish commissioner from 1968 to 1972

The department maintains there lS that business, he said "You're going to have egg all over ruled that the federal law pre-empts state statutes The suits were filed
m 1985 and 1986 by two smokers suffermg from cancer and the widows

no reason for widespread use of non- "Thousands of insureds are now m your face-and so will the commis-
of two other smokers who had died of canceradmitted insurers Proposition 103 financial difficulty because many sioner," said Mr Barger, who repre-

orders admitted insurers to cover were self-insured" and bought excess sents Century-National Insurance Co "This probably is the first step m a long appellate process," said

good dnvers, and CAARP exists for coverage from non-admitted insurers, of North Hollywood, Calif, which Mike Davis, a plamtiffs' attorney with Byrd, Davis & Eisenberg m
more difficult nsks ABI's Mr Haley said Now, Austm He said he expects the companies to appeal*they writes commercial and personal auto

Unless regulators adopt or modify have to shut their programs down " Insurance, principally m California
the rule, lt W111 expire March 15 The Mr Riggs also said that because Representatives of several adnut- Jury limits fidelity bond cover
department's decision must be ap- no other insurer would cover am- ted Insurers said that their commer- CHICAGO-A fidelity bond written by a Lloyd's of London un-proved by the state Office of Admin- bulance fleets m 1985, the associa- cial auto rates were being undereut
istrative Law tion was forced to obtain coverage by offshore Insurers, many of which derwriter and other European insurers does not cover millions of

dollars of losses a financial services company sustamed on bad loans,Another hearing must be held if through CAARP But getting those do not Incur any state hcensing costs
the measure 15 to be modified sub- pollcies took four months And even Admitted Insurers claim this com- even though the company claims an official approved the loans to gen-

stantially If adopted, the regulation then, he said, the coverage did not petition is unfair, smce state law pro- erate the losses, a federal court lury ruled last week
The company, Heller International Corp -now doing business as

could be challenged in court satisfy the $1 nullion hmits required hibits placing a rlsk m the non-ad-
Brokers and business representa- for municipal contracts mitted market only on the basis of Heller Financial Inc -contended a vp in its Phoenix office approved the

tives attacked the regulation at the H Dean Abernathy, president of price loans in hopes g the losses would cover up embezzlement

hearing before Administrative Law IDA Insurance Services Inc of Mo- One insurer is suing on those Heller, though, could not prove that claim, said defense attorney

Judge Michael Jacobs and regulators desto, Calif, a retail broker who grounds Mark A Brand, a partner at Pope & John Ltd in Chicago
The U S Distnct Court jury in Chicago did, however, order Lloyd'sPolicyholders that had estabhshed places coverage for truck fleets, also In two suits m Los Angeles Supe-

relationships with non-admitted in- criticized CAARP as Inefficient nor Court, Condor Insurance Co, underwriters and other insurers that wrote the $10 milhon fldellty bond

surers were told to switch to admit- Callmg IDA's placement with off- which writes coverage for trucking to pay Heller $77,090 That represents the portion of the $18 milhon
that the official was earher convicted of embezzling that the Jury ruledted insurers or CAARP, which raised shore insurers "limited," he said it companies, claims several surplus

rates 85% in the past year, they said typically uses "excellent" U S non- lines brokers, offshore insurers and was covered by the fidehty bond

Commercial auto coverage-par- admitted insurers, he said retail brokers wolated state law by Chicago-based Heller, a subsidiary of The Fuji Bank Ltd, had sought

ticularly for difficult risks like Mr Abernathy agreed that some placmg auto coverage in the non-ad- $29 milhon of compensatory damages, prejudgment mterest and bad-

trucks, limousines, taxicabs and am- offshore companies are unreliable mitted market, said Condor attorney faith damages, among other things

bulances-is not readily available One, he said, would not pay a ch- Edgar Fraser of Wadsworth, Fraser
from admitted Insurers, they said ent's $70,000 claim & Dahl m Los Angeles District repeals gun liability law

Some years there are no (admit- "There is significant evidence of Condor of El Segundo, Cahf, has
WASHINGTON-The Distnct of Columbia City Council last weekted) camers for our business," said severe abuse by alien carriers, but lost more than 50 policies worth

David C Haley, a retail broker with the problem is not solved" by the reg- about $1 million in premiums a repealed its controversial "assault weapon" habillty law

ABI Busmess Insurance Services Inc ulation, said David R Hamson, an month because surplus lines brokers At the request of Mayor Sharon Pratt-Dixon, Council Chairman
John A Wilson Introduced a resolution to repeal the law, which theof Westlake Village, Calif , who attorney with of Raul V Aguilar in induce pollcyholders to cancel their council approved on a voice vote without debate in December"shops for markets" for taxicabs, San Francisco, representing surplus Condor policies and buy coverage

limousines and ambulances 1mes brokers at the hearing from offshore insurers, he said The measure, which was signed into law by then-Mayor Marion

Most coverage he places is with In wntten comments, Callfornia's Brokers fraudulently misrepre- Barry in December, would have held the manufacturers of a named

non-admitted insurers domiciled in Surplus Line Assn said the depart- sented the fmancial condition of the group of assault weapons stnctly hable for deaths and injunes caused

states that have "a review process ment had failed "to carefully tailor a offshore insurers, the suits charge by their use (BI, Jan 7)

stronger or as strong as Caliornia's," regulation which specifically ad- And they allegedly hed on forms filed Mayor Pratt-Dixon requested the repeal because of concerns raised in
Congress about passmg a gun law while she was trying to secure $100

he said dresses the root causes of the prob- with the Surplus Lmes Assn certify- milhon in federal funds for the district, said a spokeswoman for Mr
"Where were the admitted camers lem it purports to remedy " ing that coverage placed with off-

in 1985?" asked Earl Riggs, chairman The association instead favored shore insurers was unavailable in Wilson "She thought that (the law) would be a problem "

of the insurance committee of the Emergency Regulation 15, which Cahfornia
Congress has final approval over any legislation passed m the District

of Columbia
California Ambulance Assn in Sac- "would set mmirnum asset and lon- The suits seek compensatory and
ramento, Calif gevity requirements for allen non-ad- punltive damages, which can be tre- However, a spokeswoman for the mayor said "I would not say

these two issues were aligned " The mayor sought the repeal because sheNational Union Fire Insurance Co mitted camers, among other things" bled under the Racketeer Influenced "didn't feel that the law was m the best mterests of the city at that
of Pittsburgh, Pa, for instance, can- That regulation initially was sche- and Corrupt Organizations act Con-

particular time," the spokeswoman saidceled a national insurance program duled to take effect last fall, and then dor is also seeking damages from
for ambulances m 1985 on Jan 27, but lt "is stlll under re- surety companies that wrote bonds

In 1986 the ambulance group view," the association said for the defendant brokers War risk rates continue to fall

Rate filings in California backlogged
LONDON-War risk rates for ships and cargo headed to the Per-

sian Gulf continue to plummet as alhed forces continue their strong
campaign agamst Iraqi targets

"The abihty of Iraqis to damage shipping is perceived to be less"
By JOANNE WOJCIK They are applies to property/casualty insur- than at the outbreak of war last month, said Stephen Merrett, chairman

• A 15 6% decrease m alhed hnes ance, all Insurers m the state-in-

LOS ANGELES-A huge number rates sought by Century Indemnity cludmg hfe/health insurers--wtll be
of Lloyd's Underwnters Assn and a leading war nsk underwriter

Because there have been no serious attacks on Gulf shipping, rates
of commercial lines rate filings in Co sub]ect to the new 2 46% premium
Caltfornia are backlogged because of • A 156% decrease m alhed hnes tax rate, said E V Anderson, admin-

have been falling, he said For example, hull war risk rates are

the rate freeze imposed last month rates requested by CIGNA Property istrator of excise taxes for the Call-
now "not much more than 20% of the rates which were quoted

when new Insurance Commissioner & Casualty Insurance Co forma Board of Equalization
when missiles were first m evidence," Mr Merrett pointed out

John Garamendi took office • A 156% decrease in alhed hnes A provision of the voter-approved
Aviation war risk underwriters also have eased up on premium

While former Insurance Commls- rates sought by State Farm Phi·e & ballot Initiative allows the state's tax
hikes for airlines flying to the Middle East, he said In particular,

sioner Roxani Gillespie officially ap- Casualty Co
no additional premiums are bemg charged for flights to Cyprus and

board to raise the premium tax rate
proved 28 commercial lines rate fil-

other countries peripheral to the war, he said
• A 56% decrease m commercial to account for any revenue losses

ings shortly before she left office Jan multiperil rates requested by Cru-
However, premiums are up 20% to 25% for some airlines sus-

The premium tax rate wlll return
7,468 filings are still awaiting action, sader Insurance Co to its statutory 235% level in 1991,

ceptible to terrorist attacks that are renewing their 12-month hull

the Insurance Department says • A 47% decrease In medical mal- Mr Anderson said
war nsk pohcies, Mr Merrett said

Meanwhile, the California Board practice hability msurance rates re- To determine its revenue shortfall

of Equalization raised the state's pre- quested by Medical Insurance Ex- for 1990, the board subtracted ac- Briefly noted
mium tax rate to 246% from the change of Callfornia tual premiums charged by insurers
2 37% level m 1990 after concluding

The Risk & Insurance Management Society Inc has named
The remaining insurers whose fil- from an estimate of what premiums

that savings to consumers under ings were approved by Ms Gillespie would have been had Proposition 103
Paul Brown director of governmental affairs Mr Brown, who formerly
held the position of assistant director of governmental affairs for RIMS,

Proposition 103 reduced premium pnor to Jan 7 had sought either ap- not passed To arrive at this figure- replaces Howard Greene, who is leavmg RIMS to be vp and director of
tax revenues by some $50 milhon proval of existing rates or minor pol- $2 14 billion-the board calculated

The 28 msurance rate fillngs ap- icy form changes
mdustry, government and legal affairs at GRE of Amenca Corp of New

how much inflation and population
proved by Ms Gillespie were made

York, a unit of U S Insurer Guardian Royal Exchange Assurance
Most property/casualty msurance growth would have boosted premi-

by 18 different insurers Only four of rates in California were made sub- ums since Proposition 103 was ap-
P L C Temple University in Philadelphia reached a tentative con-
tract agreement early last week with the union representing professors

the fllings sought rate hikes, all of ject to pnor approval of the 1.nsur- proved m November 1988
which were approved They are

who went on strike for 29 days last fall over, among other thms, a
ance commissioner under Proposition The board derived its base pre-

• A 38% increase in commercial 103, the voter-approved ballot initia- mium rate data from a survey of
umversity demand that members pay $260 each year toward health

auto habillty rates requested by Con- tive that also sought to roll back in- msurers representing 93% of the pre-
insurance (BI, Sept 17, 1990) Terms of the settlement were not re-
leased, pendmg formal approval by the union and the Temple board of

dor Insurance Co surance "charges" to 20% below No- mium volume written m California,
• An 18 79% increase m other 11- vember 1987 levels Mr Anderson said

trustees A Texas court]ury m Houston last week ordered 25 former

ability rate4 filed by American Fi-
asbestos manufacturers to pay $47 milhon to 289 former asbestos

Prior approval regulations estab- Callfornia insurers wlll likely pass
dellty Insurance Co

workers at an Exxon Co USA plant m Baytown, Texas The Jury
hshed by former Commissioner Gil- on the tax increase to pollcyholders found that the former asbestos manufacturers were negligent in expos-

• A 156% Increase in commercial lesple were scrapped by Mr Gara- m the form of higher premiums, said
auto liability rates filed by Pacific mendi on Jan 8 when he proposed a spokesman for the Assn of Callfor-

mg the workers to asbestos Canadian Universal Co., a subsidiary
of Amencan Universal Insurance Co, whch had been declared msol-

National Insurance Co rules of his own (BI, Jan 14) ma Insurance Companies vent m January (BI, Jan 14), also was declared msolvent by Rhode
• A 5% increase in insurance Under admmistrative law proceed- He also questioned the method the Island hquidators on Feb 5 A federal Judge has refused Exxon

agents errors and omissions cover- ings, several hearings wlll seek com- board used to determine premium in- Corp.'s motion to dismiss a lawsuit by a group of shareholders claimmg
age filed by Utica Mutual Insurance ment from Interested parties before creases smce the hngermg soft mar- the company violated federal securities law by faillng to disclose mfor-
Co Utica Mutual originally had Mr Garamendi's rules are imple- ket would likely have caused premi- mation about htigation stemmmg from the March 1989 Alaskan oil spill
sought a 14% merease mented He has targeted March 15 for ums to decrease, not Increase "The in its Apnl 1989 proxy statement

Five rate fihngs approved by Ms completion of the heallngs sheer force of the marketplace would
Gillespie were for rate decreases Even though Proposition 103 only have dnven rates down," he said •
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Guaranty fund tremely heavy one," the court
noted Illinois seizes insurer Bi lndurance Index

- lili.Continued from page 2 The 14th Amendment allows

the Michigan Property & Casualty states wide latitude in creating CHICAGO--A Cook County Circuit judge has placed the Illinois i 620

Guaranty Assn 1statutory classifications "for legit- assets and records of a Cayman Islands-domiciled insurer mto the ,
The case stemmed from a 1985 imate social or economic pur- conservatorship of state regulators, who say the Insurer was operat- 600

jury verdict ordering Borman's, poses," the court concluded, citing mgm Ilhnois without a certificate of authority
owner of an 80-store supermarket an earlier federal court ruling that In an order sealed until Feb 4, Judge Sophia H Hall on Jan 24 580
chain, to pay $1 15 million to a "state legislatures are presumed to authorized the seizure of Illinois records and assets of Heartland Ca-
plaintiff in a slip-and-fall case have acted within their constitu- sualty Co and several compames and individuals that allegedly had 

Borman's was unable to collect tional power despite the fact that, dealings with the msurer The companies primarily were involved in 1 560
$950,000 of the award from its pri- in practice, their laws result in issuing performance bonds for school asbestos-removal projects
mary general hability insurer, some inequallty " Regulators also took custody of records relating to other unidenti- , 1540
Ideal Mutual Insurance Co, which "Though Borman's put on testi- fied offshore msurers that may have been operatmg without proper i
was ordered hquidated in New mony which suggested that net authonzation Those records were held by Professional Risk Man-
York in 1985 After paying $1 mil- worth was an unreliable and im- agement Corp of Amenca, a claims manager based near Chicago LSOIIIIIIIIIA
lion toward settlement of the case, perfect measure of ability to ab- That firm's president, Charles W Hannon, also named in the state
Borman's filed a claim with the sorb loss, the test for constitutional petition for conservatorshlp, said he is concerned that the companies , 500

MchhlgagnuurtrnaUy fund purposes is not whether the legis- will be unable to process claims or pay htigation costs m Illmols An i
lative scheme is Insurance Department lawyer said regulators are workmg on a plan  90* 04) 4 4' 185222fund relected the 1 imperfect but to handle claims, but would not give more details

Base = 100 on Dec 29,1978
claim. though, If coverage isdenied, whether it is Ina motion filed last week, Mr Hannon argued he and his com- 1

citing a 1969
Source Nordby International Inc

'you'd better stop wholly irratio- pany should be dismissed from the petition because the law cited m
J

statute denying nal," the appeals the complamt applies only to msurers Kathy Eigell, a department
coverage to poli- assessing the panel wrote mvestigator, said it also pertains to actions taken on their behalf Insurance industry stocks continued their up-
cyholders if their The court Also named in the petition are Heartland's manager, International ward trend last week as the Business insurance
net worth ex- premiums,' Mr. found that the Underwriting Managers (Cayman) Ltd, and ltS managing director, Index went up 30.4 points to 600.1 on Feb. 8,
ceeds 01% of the Brown says. guaranty fund Dawd L Roberts, whowould notcomment from 569.7 on Feb. 1. Advancing issues for the
aggregate premi- had presented Heartland Casualty is unrelated to Heartland Insurance Co of week were led by American Indemnity Finan-
ums written by - enough evidence Amenca m Scottsdale, Am cial, up 45.796; Statesman Group Inc., up 34.5%;
guaranty fund to justify use of -By Colleen Johnson and AmBase Corp., up 33.3%. Declining issues
member insurers in the preceding the net worth test "as a proxy for a for the week followed Pacificare Health System,

caendmarlarto 1987, Borman's net policyholder's ability to absorb
more complex calculation" of a N.Y. regulators rapped down 14.0%; Chandler Insurance, down 6.7%;

and Durham Corp., down 6.1%. The most active
worth ranged between $22 8 mil- loss The guaranty fund also pre- issue for the week was USF&G Corp., with 5
hon and $38 8 million while the net sented evidence that the net worth NEW YORK-A management audit of the New York Insurance million shares traded. The 8/ Index was up
worth cap under the Michigan limitation is much easier to admin- Department recommends several changes to eliminate inefficient 5.396; The Standard & Poor's 500 were up 4.8%;
guaranty fund statute rose from ister than more complex tests and ineffective operations, but regulators say some costly changes the Dow Jones 30 Industrials were up 3.7%; and
S4 3 million to $7 7 million While ease of administration are unlikely due to a state budget crunch the New York Stock Exchange Composite went

Borman's sued the guaranty fund alone isn't enough to Justify an The department suffers from a lack of management attention up 4.6%.
in 1986, charging that the net otherwise irrational law, the court to "operating efficiency, resource deployment, mformation systems
worth limitation adopted by the upheld Michigan's right to con- and human resource management," according to a Pnce Waterhouse F British Issues
Michigan Legislature was not ra- sider it in adopting a law audit report released earlier this month
tionally related to a company's In enacting (the net worth limi- Lack of attention to internal organizational needs has caused 1 Week

ability to absorb an uninsured loss tation), the Legislature conceiv- a "substantial" backlog, including 21,000 unresolved consumer com- 1 Feb. 7 Price P/E Div Yield High-low

and therefore violated the U S ably may have concluded that the plamts, as well as 3,500 pendmg policy form submissions, the audit Companies pence pence % pence pence

Constitution's equal protection ease of administration and the said Comml Union 490 224 287 58 492-483

Gent Accident 501 15 1 33 4 67 501-484clause and provisions of the Michi- preservation of hmited fund re- Price Waterhouse recommends, among other things, automat-
gan Constitution sources for legitimate claimants ing more tasks, standardizing more of the insurer examination Gdn Royal Exch 199 173 153 77 199-187

Royal 413 21 9 340 82 413-383
After a seven-day trial in 1989, a Justified the adoption of the rough process, reducing communication and organizational bamers among Sun Alliance 356 126 167 47 356-333

U S District Court judge agreed net worth standard rather than a the department's 14 bureaus and reorganizing all consumer services
Brokers

with Borman's, ruling that the more precise mechanism of indi- into a separate bureau
Bradstock 253 143 120 4 7 253-253

guaranty fund limitation was un- vidual determination Deputy Superintendent Kevin Foley says the department "sees it
constitutional (BI, July 17, 1989)

CEHeath 458 132 345 75 458-454

"Even when the wisdom of Judg- as basically a good report that noted our strengths and specified our Hogg Group 168 110 97 58 168-156

However, a three-ludgd appellate ment of the state Legislature lS de- weaknesses " Uoyd Thompson 304 203 100 33 304-304

panel on Thursday reversed the batable, a federal Court is not free However, while the department views the report "very senously," PWS Holdings 82 99 4 7 57 8242

lower court order to set aside the Legislature's Judg- the state's budget crisis makes it unhkely that additional funds can , Sedgwick Grp 235 175 160 68 235-233
"The burden upon a party seek- ment to substitute its own," the be found this year to implement costly changes, Mr Foley said Steel Brrt Jones 258 153 14 7 57 258-258

.ng to overturn a legislative enact- appeals panel ruled The New York Legislature budgeted $250,000 for the audit last Willis Corroon 272 201 160 59 272-262

ment for irrationally discriminat- An A&P spokesman declined to year at the request of State Sen Guy J Valella, R-Bronx, chairman Source Philip Olsen, Insurance Industry Analyst
London

ing between groups under the comment on the ruling or say of the Senate Insurance Committee (BI, July 16, 1990)
equal protection clause is an ex- whether Borman's will appeal m -By Meg Fletcher

---1--

Bi Industry Stock Report
FEBRUARY 4, 1991 THROUGH FEBRUARY 8, 1991

Weekly Year to Date Annual Mkt/Bk Weekly Year to Date Annual

Price % change % change High Low Vol (000) $ Dtv % Yield P/E Book value value
MkVBk 

BROKERS
Pnce 96 change % change High Low Vol (000) $ Div % Yield P/E Book value value

Lawrence Insurance Group ASE 663 000 536 913 638 9 036 543 11 440 151 
Liberty Corp NYS 4600 166 1185 5025 3900 13 092 200Alexander & Alexander NYS 26 75 1146 1568 28.88 16.13

10 31 82
323 000 000 22 918 291

Gallagher Arthur J & Co NYS
Lincoln National NYS 5050 1222 1744

2425 430 4.30
5650 3075

2500 1975 7t
629 272 539 10 49.19

064 264 18 533 455
i= 1

NAC Re Corp OTC 3725 5.67
Frank B Hall NYS 338 8.00 690

1288
425 200 181

3788 2550 199 020 054
000 000 7 280

16 2281 163
1.21

Hilb Rogal & Hamilton OTC
Navigators Group OTC 3850 405

1425 556 339
1756 3900 24.75 24

1650 J 1.25 252 036 253
000 000 15

19 460
1522 253

3.10
Nobel Insurance LTD OTC 300 4.35

Marsh & Mclennan NYS 7750 690 064
000 375 175

81.00 59 75 731 260 335 19 1056
23 000 0.00 7.76 039

734
NWNL Compan es NYS

Poe & Associates OTC
2325 877 37.78 3450 11.75 722

950 18.75 1875 1300 775
132 568 5 37.50 062

2 040 4.21 14 193 4.92

Ohio Casualty Corp OTC
BROKERS AVERAGE

45.00 1.69
79 40

976
18

50.75 26.75 206 232 516 10
t2

3330 135

Old Republic Int I NYS 2838 1294 2404 2800 1900 176 076 268 6 3070 092

CONGLOMERATES & HOLDING COMPANIES
Orion Capital Corp NYS 21.13 1046 20 71 2300 1300 140 092 436 6 19 72 107

Phoenix RE Corp OTC 900 588 16.13 12.50 500 27 020 222 12 1299 069

Protective life Corp OTC 1550 333 4.20 1675 1025 119 076 490 9 1454 107

Berkley W R Corp OTC 4063 4.84 833 4475 2850 119 044 108 11 2506 162 Provident Life OTC 20 75 13 70 18.57 2625 1200 675 092 443 5 2324 089
Berkshire Hathaway Inc NYS 7600 00 Re Capital Corp ASE 1388 4.72 7.77 14.75 11.75 16 000 000 10 1443 096

033 13 86 8900 00 5675.00 0 000 000 24 2869 00 265 RLI Insurance Corp NYS 1400 090 345 14 88 950 132 044 3.14 7 1242 113

ITT (Hanlord Group) NYS 5525 474 15.10 6088 4025 1978 172 311 7 5633 098 St Paul Companies OTC 67.75 6.69 797 6750 4700 937 260 3.84 8 43.47 156

Sears (Allstate) NYS 2975 171 1724 41 88 2200 3031 200 672 9 37.75 079 SAFECO Corp OTC 4000 702 21.67 39 50 25.13 1330 136 340 10 24.87 161
CONGLOMERATES AVERAGE 29 13 6 27 13 SCOR U S Corp NYS 1350 9.09 909 13.13 838 28 020 148 12 1061 127

Se,bels Bruce Group OTC 650 1818 5294 11.75 425 94 036 554 1375 047

INSURERS/REINSURERS Selective Ins Group OTC 1550 9.73 1698 1900 1250 184 1.04 671 6 1572 099 1

Statesman Group Inc OTC 244 3447 5598 288 125 333 000 000 4 4.19 058 
Aetra ble & Casually NYS 4538 3.42 1635 54.38 29.00 2044 276 608 8

Tokio Marine & Fire OTC 5500 12.82 164058.11 0.78
6650 3450 45 0 26 0.47 33 7093 0.78

Ambase Corp NYS 050 33.33 59.74 9.63 0.16 651 000 000 0 2908 Torchmark Corp NYS
002

5438 821 11.25 5400 3800 551 140 257 13 1323 4.11

American General NYS 3675 809 1951 5063 2350 3175 320 871 8 3468 1 06
Transamerica NYS 3425 458 498 4100 2325 878 1 96 5.72 10 3463 099

American Heritage NYS 2250 7.78 714 2463 1963 14 100 444 10 2260 1 00 Travelers Corp NYS 2063 1149 24.06 3488 11.50 2587 160 7.76 11 4485 046

American Indemnity/Fin l OTC 638 471 96.15 750 2.75 10 008 125 19 17 38 037 Trenwick Group Inc OTC 25 75 957 1135 2550 16.25 104 048 186 11 1691 152

American International NYS 87 38 433 13 66 85 75 5700 1908 044 050 13 4192 208 United Fire & Casualty OTC 3850 694 961 3850 2875 16 132 343 9 2256 171

Aon Corp NYS 3450 739 072 4138 26 75 444 1.52 4.41 9 1962 176 USF&G Corp NYS 1100 2941 46.67 30.13 700 4956 1.00 909 7 2287 048

Argonaut Group OTC 72.13 1.94 1270 7800 5300 22 160 222 3683 196
UNUM Corp NYS 58 50 1169 25 47 5900 32.13 1028 080 1.37 11 31.20 188

AVEMCO Corp NYS 27.38 4.29 842 30.13 21.13 51 044 1.61 17 952 USLIFE Corp NYS
2.88

3538 1230 2634 41.75 2325 163 148 418 8 5434 065

Baldwin & Lyons Inc OTC 19 88 530 6.00 2188 17.00 7 0.28 1.41 7 2080 096
Unitrin OTC 34.75 4.51 1301 35.13 24 50 326 080 230 14 3399 102

Belvedere Corp ASE 2.75 476 1000 538 175 6 004 1.45 4 803 034
USLICO Corp NYS 1925 1241 21.26 23.00 14.75 24 100 519 7 27.73 069

Chandler Insurance OTC 350 667 49 09 1000 2.75 73 000 000 2 953 Washington National NYS
037

1400 13.13 28.74 2575 938 184 108 771 58 3290 043

Chubb Corp NYS 6350 605 1705
Zenith National Ins NYS 1475 15696375 3463 1456 1.32 208 826 18.13 988

10 5549 114 290 1.00 6 78 10 1381 107

CIGNA Corp NYS 47.13 590 1529 5550 3325 780 304 645 11 6664 0.71
INSURERS/REINSURERS AVERAGE 95 165 35 134 1

CNA Financ,al Corp NYS 79.00 4.64 1512 84 00 49 50 120 000 000 14 5487 144 HEALTH MAINTENANCE ORGANIZATIONS
Continental Corp NYS 28.00 8.74 1256 31.38 1575 948 260 929 10 41.36 068

Durham Corp OTC 2488 6.13 11.16 3400 2300 18 092 370 11 2632 095 FHP International OTC ' 1800 588 1803 2200 975 2724 000 000 15 354 508

-, Fund American Corp NYS 5525 2.79 651 55.13 2950 1966 068 1.23 138 32.74 169 HMO America Inc OTC 813 1.56 25 00 8.19 425 925 000 000 11 112 7.25 1
Fremont General Corp OTC 1600 947 1034 21.13 10.13 177 0 80 500 4 1909 084 Pacificare Health Sys OTC 2000 1398 23.08 26.00 12 00 2065 000 0 00 14 6 35 3 15 j 
Frontier Insurance Group NYS 21 25 0.39 11.84 3300 1500 34 000 000 9 729 291 Safeguard Health Enter OTC 4.75 000 000 7.75 400 0 000 000 11 299 159

General RE Corp NYS 9350 389 054 9438 6900 2303 1.52 1.63 14 2904 3 22 Sierra Health Services ASE 1788 833 3000 18.75 550 811 000 000 53 062 2883

Hanover Insurance Co OTC 2975 3.18 1226 3100 2100 61 044 1.48 13 3203 093 United Healthcare Corp OTC 2738 478 1774 2975 900 2001 012 044 28 034 8051

Harleysville Group OTC 25 25 14.77 1038 26 50 1350 70 064 253 8 1894 133 Unmed Medical Corp ASE 850 000 625 1138 6.63 11 020 235 12 570 149 1 1
Hanford Steam Biler NYS 54.13 962 1103 62.13 4350 183 180 333 14 1894 286 U S Healthcare OTC 37.75 3.07 2851 3800 10.13 2837 036 095 33 3.07 1230 f
Kansas City Lile Ins OTC 3200 3.23 364 36 50 30.00 7 120 3.75 8 3922 082 HMOs AVERAGE 00 18 6 05 22

, Kemper Corp NYS 2963 1505 24.74 43.13 17.13 1287 092 3.11 114 29 97 099 ALL COMPANIES AVERAGE 78 150 29 14

System design Nordby International Inc
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Zurich-American. We're committed to providing
you with creative approaches to better insurance.

Like your Zurich-American Account Management
Team. This group of decision-makers is specifically
responsible for all your risk management needs. And
they work closely with you to assure clear lines of
communication.

So you'll get direct answers and prompt, personal
service, at home or abroad.

To make sure you've got the right people standing
behind you, make sure you've got Z-A.

Zurich-American.

AWAIE ZURICH-AMERICAN
INSURANCE GROUP

American Creativity. Swiss Dependability.
Zurich Insurance Company •American Guarantee and Uability Insurance Company · Executive Offices. Schaumburg, IL 60196

A MEMBER OF THE WORLDWIDE ZURICH INSURANCE GROUP


