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MGM retroactive insurers
are now squabbling, too

By RHONDA L. RUNDLE

LAS VEGAS-A squabble among the excess insurers on different
layers of the retroactive liability insurance held by MGM Grand
Hotels Inc IS the latest twist in the hotel company's coverage battle

MGM purchased $170 mdlion in retroactive liability coverage fol-
lowing a fire in November 1980 at its Las Vegas hotel, but filed suit
against the insurers and broker last March after the insurers stopped
paying claims because of a dispute over MGM's $75 million settle-
ment with fire victims

Now, a divergence of interests among the retroactive insurers is

surfacing publicly as they file their answers and cross-claims to the
MGM suit in the 8th Judicial District for the State of Nevada in Las

Vegas (BIl, Feb 6)
The third-layer excess insurers,
which wrote a $25 million layer of

retroactive coverage above the $30 others

1 million in coverage that MGM held at

s the time of the fire and $70 million of

et /JI*11k the $170 million it purchased later,

say that underlying retroactive insur-

ers could have settled the fire claims
for $50 million

If they had done so, the fire-re-

lated claims and related settlement

costs and legal expenses would have

been capped in the second layer and,

— =N

third-layer insurers argue
The underlying insurers failed to
settle within their respective policy
limits when they had the opportunity
to do so in November 1982," explains
Robert N Schiff, an attorney with
the San Francisco firm of Fisher &
Hurst representing Insurance Corp
of Ireland Ltd, a third-layer excess
Subsequently, MGM negotiated a
global settlement with remaining fire
victims and other fire defendants, in-
cluding a $75 million contribution by
the hotel company In addition, MGM
Grand has paid an estimated $5 million in unreimbursed legal and
other costs associated with the fire litigation
The third-layer excess insurers are seeking indemnification from
the lower-layer excess insurers for any eventual loss that exceeds
their $70 million exposure, adds Mr Schiff So far, this includes $5
million from the settlement plus legal costs, but the meter .s still
running
Legal costs in MGM's suit against the insurers will pick up this
month as the case moves into the discovery phase
Besides the Insurance Corp of Ireland, other third-layer excess
insurers that have filed cross-claims against underlying insurers in-
clude St Paul Surplus Lines Insurance Co, Northumberland Gen-
eral Insurance Co , Guardian Insurance Co of Canada, United States
Fire Insurance Co, Northbrook Excess and Surplus Insurance Co
and The Home Insurance Co
The two third-layer insurers that have not filed cross-claims are
The Travelers Indemnity Co and National Union Fire Insurance Co
of Pittsburgh, Pa , an affiliate of the American International Group
Inc
National Union did not Join in the action because another AIG
affiliate-American Home Assurance Co -is a major participant on

the second layer in the retroactive package, said an attorney for
National Union
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Continued on page 26
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update

A&A protesting contract
awarded for transit project

LOS ANGELES-Alexander &

Alexander Inc Is protesting a trans-
portation board's decision to award
Fred S James & Co Inc. the contract

to serve as insurance administrator

for the city's proposed $3.4 billion
Metro Rail project
James, which won the contract

through a sealed-bid competition in
which Marsh & McLennan Inc. also

participated, will place an estimated
Continued on next page
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Latest satellite losses

to propel rates upward

By STACY SHAPIRO going to want more "

"There is bound to be an impact-and a dramatic

LONDON-Satellite insurance rates will lift off fol- one, | think," said Tom Wallace, managing director of
lowing two satellite losses totaling $182 million on the Sedgwick (Aviation) Ltd, which brokered the cover-
recent space shuttle mission, age for Western Union
London and U S insurers Corp, which owned one of
and brokers agree the lost satellites

They say it's still too early
to estimate when and by
how much rates will rise

These dire predictions

9~ $107 milhon 1
1 $75 milion (I

—O0O-Nn

were made after Westar VI,
owned by Western Union,
and Palapa B2, owned by
the Indonesian government,

And they speculate that

some underwriters will not

boost prices as much as failed to reach geostationary

orbits 22,300 miles above the

earth following their launch

- from the space shuttle Chal-
A C>»DI lenger

Although both probes are

still operating, they are cur-

CL 1 s tx

But, they all agree, the

tieenamylerausessagolnhti

insurance capacity to
tighten as the market's loss
ratio approaches 200%

"It is highly probable that
premium rates will in-
crease," said Stephen Mer-
rett, chairman of Merrett

rently rotating in relation to
the earth-rather than re-
maining in a fixed position
-rendering them useless as
communications satellites
The National Aeronautics
and Space Administration,

Graphic Amy Palmer

derwriter on both of the which operates the shuttle,

believes that a motor-formally known as a Payload
"There is no doubt that by and large underwriters Assist Module-that was supposed to thrust the satel-

interested in space insurance will say that (present) lites into higher orbit failed to function properly

rates are no longer acceptable," he said Together, the two satellites will cost insurers more
"The answer is obvious," added Richard Nausch, than $182 million in claims, making the combination

president of Nausch, Hogan & Murray Inc in New the largest loss in the brief history of satellite insur-

York, a brokerage specializing in satellite coverages ance

"When loss ratios are no longer permissible, un- Mr Merrett said last week the Westar VI was insured

derwriters strive to get higher rates so everyone is

Wisconsin court says victims
can sue any DES defendant

The Wisconsin court ruling goes far beyond and spe-
cifically rejects the 1980 California Supreme Court rul-
MADISON, Wis -A victim of the cancer-causing ing in the now famous Sindell case (BIl, March 31, 1980)
drug DES can sue and recover full damages from any In Sindell, the California court ruled that when a
DES manufacturer she chooses even if the company product causing injury is made by many different man-
did not produce the medication that injured her, the ufacturers and the specific manufacturer cannot be
Wisconsin Supreme Court says identified, liability must be divided among them based
In a decision that dramatically increases the liability on their share of the market for the product
of pharmaceutical companies, the Wisconsin Supreme While the Sindell decision prompted criticism from
Court said plaintiffs can sue any one of the hundreds of the pharmaceutical and insurance industries, at least
companies that made the anti-miscarriage drug and do under that decision a manufacturer knew there was a
not have to prove that the manufacturer made the DES limit-based on its market share-to ItS potential habil-
ingested in that particular case ity in a lawsuit The Wisconsin court ruling in Collins
"The plaintiff need only establish by a preponder- vs Eli Lilly & Co etal has removed that limit
ance of the evidence that a defendant produced or Limiting a manufacturer's liability in a lawsuit to the
marketed the type (e g, color, shape, markings or other percentage of the DES market it garnered simply is not
identifiable characteristics) of DES taken by the plain- practical, the Wisconsin court said
tiff's mother,” the court said Many drug companies lack records that would allow
"If the plaintiff is able to prove these elements, the a plaintiff to prove how much DES a particular manu-
plaintiff may recover all damages from the one defen- facturer produced

recent shuttle satellite losses

Continued on page 4

By JERRY GEISEL

Continued on page 25
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A&A protests James contract

Conhnued frompremouspage
$85 million worth of coverage over a 10-year period of construction

In a protest filed last week with the Southern California Rapid
Transit District, A&A asks that RTD reverse its Jan 26 decision to
award the contract to James and award it instead to Metro Rail
Insurance Administrators, a joint venture in which A&A is the
major party

A&A claims in its protest that tt was the only one of the three
brokers that met or exceeded all the standards required by the
RTD's bidding process It says James came m third on a rating scale
established by the RTD to assess the brokers' proposals

The RTD said the protest is without merit It has not yet released
results of the rating scale, but says that these standards were
"designed to eliminate truly unqualified firms and could not be
applied in an absolute or arbitrary fashion "

Officials at James could not be reached for comment

Appellate bond reduced

LOS ANGELES-National Union Fire Insurance Co of Pitts-
burgh, Pa, expects to save about $50,000 annually while appealing a
$137 million bad-faith Judgment after successfully requesting that
the amount of an appellate bond be reduced

According to California law, a defendant appealing a judgment
must file a bond guaranteeing payment that iS 15 times the amount
of the judgment In this case, the $20 million bond that would be
needed to cover the $13 7 Judgment costs about $150,000 annuall>
said one of National Union's attorneys, Paul E Glad, of the San
Francisco law firm of Barger & Wolen However, the court reducea
the amount of the bond to the amount of the judgment

National Union, an American International Group Inc unit, iS
fighting a June 1983 verdict against it for failing to indemnify a
Callifornia swimming pool builder who was sued over an injury (BL
July 11, 1983)

Manville punitive award upheld

TRENTON, N J -A state appellate court here is the second to
uphold a punitive damage award against Manville Corp arising ou:
of asbestos litigation

The decision in Fisher vs Johns-Manville Corp and Bell Asbestos
Mines Ltd iS also the first time a New jersey court has authorized
punitive damages in tort lawsuits brought under the theory of strict
liability

The U S District Court for the District of New Jersey had pre-
viously interpreted New Jersey law to say that punitive damages in
strict liability actions would not be allowed

The decision by the appellate division of the Superior Court of
New Jersey affirmed a $300,000 punitive damage award that as-
sessed $240,000 against Manville and $60,000 against Bell Manville
will seek a review of the decision by the state supreme court, a
Manville attorney said

Also last week, the Massachusetts attorney general filed a $7 5
million claim against Manville to recover costs incurred to eliminate
hazards in water pipes manufactured by Manville

The suit was filed in US Bankruptcy Court in New York on
behalf of the state and 42 towns and water districts that Installed
vinyl-lined asbestos-cement pipes between 1968 and 1980

Lilly appeals Oraflex award

COLUMBUS, Ga -Eli Lilly & Co of Indianapolis will appeal a $6
million Jury award in a case involving the company's anti-arthritic
drug Oraflex

U S District Judge Robert Elliot refused Feb 6 to reduce the
amount of the award A Lilly spokesman said the pharmaceutical
company anticipated the judge's action and is prepared to appeal his
ruling with the 11th U S Circuit Court of Appeals in Atlanta

Lilly was ordered to pay $6 million to the son of an 81-year-old
woman who allegedly suffered fatal side effects after taking the
medication (Bl, Nov 28,1983)

The company has excess insurance above ItS self-insurance to pay
the verdict if it loses the appeal, a spokesman said

Lilly faces about 200 lawsuits involving the drug Oraflex was
removed from store shelves in the United States in 1982

Maisonpierre to head RAA

WASHINGTON-It appears to be a tit-for-tat situation between
the Reinsurance Assn of America and the Alliance of American
Insurers

Andre Maisonpierre, an Alliance senior vp in Washington, will be
the new president of the RAA, replacing Frank Nutter, who will
become the president of the Alliance (BIl, Dec 19,1983)
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Food firms not covered

for EDB-related recalls

But consumer groups are pushing for even tougher
restrictions that would prohibit the sale of food prod-

The product recall coverages that gained popularity ucts with any trace of EDB If they are successful, more
after the 1982 Tylenol tamperings aren't going to be products probably will have to be removed from
much help to food processors recalling their products shelves, though the manufacturers don't foresee a
because of unacceptab-e levels of the pesticide EDB problem

Either the companies have not bought the coverage Underwriters, prompted by product manufacturers,
or the number of products expected to be recalled is too began to devlop expanded recall insurance policies
small to pierce the policies' deductibles, spokesmen for after the 1982 tragedy in which seven people in the
the companies say Chicago area died after taking cyanide-laced Extra-

On Feb 3, the federal Environmental Protection Strength Tylenol capsules (BI, April 11, 1983)
Agency set tolerance levels for the cancer-causing Although several underwriters say the insurance has
chemical ethylene dibromide after Florida ordered cer- sold well in the past year and that food processors and
tam food products, especially prepared mixes, removed manufacturers have been among the buyers, only two
from stores in December of the six food manufacturers contacted by Business

Since the EPA issued its guidelines, however, some Insurance said they have some type of product recall
states, notably Massac husetts and Cah fornia, have set insurance
more stringent rules (see story, page 24) The Pillsbury Co in Minneapolis has limited recall

Manufacturers have comphed with the standards by coverage for catastrophic losses, according to Carol R
removing and destro>ing isolated case lots of products Polkinghorn, the company's assistant risk manager
that tests have shown to have EDB levels higher than However, she said the coverage would not be triggered
the acceptable limits But, these manufacturers say rel- by the EDP recall since the number of products in-
atively few items are involved and the losses will be volved is small
insignificant

By CAROL CAIN

Continued on page 24

Vermont seeks ] .
Hyatt engineers failed

to test design: Complaint

By STEPHEN TARNOFF

open rating

By CAROL CAIN

MONTPELIER, Vt -Employers

in Vermont are giving lukewarm
support to a measure that would re-
quire workers compensation insur-
ers to compete by allowing them to
establish their own rates

The added competition probably
would result in lower rates, some
say, although no one is touting that
reason in supporting the bill

Open rating laws in effect in
eight other states-Georgia, Min-
nesota, Arkansas, Oregon, Ken-
tucky, Rhode Island, Michigan and
lllinois-have shown that competi-
tive rating lowers rates

The Vermont measure, H B 639,
establishes competitive rating for
workers compensation insurance,
as well as auto, homeowners and
fire coverages

The bill, drafted and supported
by the Vermont Insurance Depart-
ment, creates a "use-and-file" sys-
tem under which workers compen-
sation insurers may establish their
own rating formula or use advisory
rates filed by the National Council
on Compensation Insirance

"Even though the market is com-
petitive today, the bill would guar-
antee competition and guarantee
longer periods of competition," said
Donald A Kifer, deputy commis-

stoner of insurance

Continued on page 22

JEFFERSON CITY, Mo -The Missouri state attorney general is
charging two engineers and their firm with failing to make neces-
sary design calculations on the skywalks that collapsed in 1981 at the
Kansas City Hyatt Regency Hotel

In a three-count complaint, the attorney general says that had the
calculations involving bridge rods and connections used in the
skywalks' support system been made, the rods and connections
would have been found to be "grossly inadequate "

The complaint, filed on behalf of the Missouri Board for Archi-
tects, Professional Engineers & Land Surveyors, names Jack D Gil-
lum, Daniel M Duncan and GCE International Inc,aSt Louis
engineering firm

Mr Gillum was responsible for the entire engineering and design
of the structural aspects of the hotel proJeet and Mr Duncan was in
charge of the actual structural engineering work, the complaint
says

According to the complaint, drawings for the hotel originally
called for the skywalks to be suspended from single continuous rods
but Mr Duncan oversaw changes in the design that called for a
non-continuous, split-rod configuration offset at the connection.

No calculations were done to determme the load capacity of the
bridge rods and connections however, which would have shown
that they were "grossly Inadequate,"” the attorney general's com-
plamt says

"At no time did respondents Duncan or Gillum, nor anyone under
the direct and personal supervision of respondent Gillum, prepare a
detail depicting the non-continuous, split-rod configuration offset at
the connection, nor did respondents Duncan or Gillum, nor anyone
under the supervision of respondent Gillum, perform calculations to
determine the load capacity of the bridge rods and connections," the
complaint says

"Had respondents Duncan and Gillum prepared such a detail and
performed such calculations or directed the preparation of such a
detail and calculations, as they had an obligation to do, they would

Continued on page 21

Beacon Insurance, president
deny involvement in fraud

By LEN STRAZEWSKI main categorically deny allegations that they conspired
with Cherokee, reinsurance intermediary New Orleans
STATESVILLE, NC -Beacon Insurance Co of Ra- Reinsurers Inc and managing general agency BFG
leigh, NC, and ItS president, Neill Portermain, are Toomey Associates Ltd to wrongly use a 50% quota-
denying allegations that they conspired with another share reinsurance agreement to defraud Universal Ma-
insurer, a reinsurance intermediary and a managing rine, a Bermuda-based insurer
general agency to defraud a Bermuda reinsurer of $10 Under the quota-share agreement, Cherokee agreed
million in reinsurar.ce premium, according their an- to assume 50% of Beacon's net retained liability of up to
$100,000 per policy
Instead, they are alleging any financial problems In its original complaint, Universal Marine alleged
faced by the plaintiff, Universal Marine Insurance Co, that the defendants engaged in conspiracy, fraud and
are the result of "systematic looting of its assets by its racketeering by using Cherokee to front reinsurance
parent, Ingram Corp " for Universal Marine and then accepting risks that
Beacon also alleges that a co-defendant in the Unt- were larger than allowed, failing to properly allocate
versal Marine action, Cherokee Insurance Co of Nash- premium, failing to disclose previous loss experience
ville, Tenn, owes Beacon $39 million in claims owed and overcharging Universal Marine for commissions
under a quota-share agreement and a previously undis- and fees (Bl, Jan 9)
closed excess-of-loss agreement Cherokee was rein- Universal Marine also invoked a special clause of the
sured on both agreements by Universal Marine, ac- federal Crime and Criminal Procedures statute that al-
cording to Beacon's court filed documents towed it to treble $16 5 million in total actual damages
In an answer to a lawsuit filed late last year in U S and thus seek $49 5 million from the defendants
District Court by Universal Marine, a subsidiary of Both Beacon and Cherokee publicly denied all alle-
Nashville-based Ingram Corp, Beacon and Mr Porter- Continued on page 8

swer to a lawsuit here
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Some see public liability market tightening

B "In the next six months, I'm convinced that at least three
more players in the public sector will disappear We're going
to see a gradual withdrawal from the market "

By STEVE TARAVELLA

Liability rates for California public entities will increase
10% to 25% at July policy renewals, some leading un-
derwriters and brokers say

And, not only will other regions of the nation follow this
lead, but the tightening of the public liability market is the
forerunner of higher liability insurance rates m general, they - _1 3 - ) -- submitting higher bids for the coverage, taking too long to
add — it bi i i

submit bids and offering no extension on coverage, Mr En-

However, Mr Enfield would not name the three insurers he
expects to pull out of the market

Besides directly pulling out of the market, insurers also will
show their reluctance to underwrite public liability risks by

Liability rates for public entities typically increase first in
California and before the liability insurance market tightens William G Malone, director of Transcontinental Insurance
H)nvate busmms thea flam d b d t ||| ||| MlN””H” o .|.. .|| 1111111111 t Co's WT ed'lTregion.in Los Angar agrees d’wat puTIlc ntj-
. Hojever otier ndusTey Sources and buyers do not see any Il il i on.may find fewer insurers willrig fo undenirte their
soon Transcontlnental, a division of CNA Insurance Cos, is one
Those who say rate increases are imminent note that premi- Graphic Jim Bakasetas of the largest underwriters of public entity liability business
ums for public entity liability coverage are at an all-time low Others, particularly outside of California, not only don't ex- in California
nationwide In some instances in California, they are only 10% pect the market to tighten but add that some insurers are "Something's going to happen Last year at this time, | was
to 20% of what they were six years ago, according to one bro- increasingly willing to create policies that respond to public a little skeptical Now I'm not," Mr Malone says "What we
ker entity exposures see now is remarkably more visible than what we saw a year
Some Insurers, frustrated at the bottom-dollar premiums, D Michael Enfield, managing director for Marsh & MelLen- ago Insurance carriers may well decide to put their capital
say they will relinquish their place in the California public nan Inc in San Francisco, is one who sees the market tighten- and surplus dollars to better use in other areas "
liability insurance marketplace if they can't retain their busi- ing He says that Transcontinental will review its existing poh-
ness with higher premiums "Whether or not the (commercial insurance) marketplace is cies on an individual basis at renewal, but that rates probably
In fact, Canadian Indemnity Co, until recently one of the dramatically changing the marketplace for public agencies will increase an average of 10% to 25% Most of the approxi-
largest under riters of liability insurance for California mu- has already begun to constrict considerably,” Mr Enfield re- mately 400 entities insured by the company have a July 1
nicipalities, stopped writing the coverage in May 1983 cently told members of the Public Agency Risk Managers renewal
"Prices must move-they Just have to," he says, adding that

field predicts

Despite this, others maintain that public entities will see Assn in Sacramento, Calif
only modest liability insurance rate increases, if any Some the company will not actively seek new business "until we see a
buyers who renewed policies last month report their rates "The public sector is a business that, in a soft market, ev- significant price movement upward by our peer companies "
were unchanged and, in some cases, reduced They expect eryone goes after because they have none of it-and, in a If Transcontinental sticks to its plan to raise rates, it well
only the small, insignificant markets to stop writing the cov- difficult market, most companies leave because they don't could lose some of its business at renewals Public entities are
erage want any of it," he said Continued on page 22

Controlling costs

Monitoring hospital care reaps big savings

By STEVE TARAVELLA system, which began working with Cost Care Jan 1,

projects savings in the first year of about $24 mil-
Some malor California employers are successfully lion About one-fourth of the system’'s 90,000 em-

combating escalating hospital costs with the help of ployees throughout California will be affected
a new health care cost-containment service that Cost Care Inc, a 2-year-old Independent health
monitors hospital treatments care cost management firm in Huntington Beach,
Western Air Lines Inc in Los Angeles estimates it Calif, targets ItS efforts toward what is generally
saved almost the largest component of employers' soaring medical

$250,000 in hospi- costs-hospital expenses

In moves to contain health care tal expenses in an Through pre-hospitalization review, Cost Care
costs, employers are trying new eight-month pe- monitors both the number of days patients remain

ways to cut hospital bills and
communicate to employees.

riod after adopt- hospitalized and the number of hospital admissions
ing the service The review is designed to eliminate any unneces-
f rom Cost Care sary hospital expenses and to red-flag abusers of em-
Inc ployer-sponsored medical coverage
The savings represent reductions in the number The company works to cut hospital costs either
of hospital admissions and lengths of hospital stay directly with the employer or through the em-
for the airline's 950 non-union employees nation- ployer's health insurer About two-thirds of Cost
wide Care's current 260 clients are insurance companies
The Bekins Co in Glendale, Calif, and its subsi- and the rest are employers that self-fund their
diaries have saved about $80 000, or 4% of total em- health benefits
ployee health care costs, since initiating the new Cost Care currently supervises the hospital care of
monitoring service in January 1983, estimates Tra- about 510,000 employees and dependents
cee A Edelen, manager of corporate and employee Insurance companies contract with Cost Care to
benefit programs reduce the hospital expenses of group policyholders
And the nine-campus University of California Continued on page 20

'Generic' communications might do job for you

By SALLIE J. DRURY

own videotape in early 1982, the problems it was

seeking to tackle are now familiar to all benefit
What do canned tuna and employee benefits com- managers

munications materials have in common9 "The costs and quality of health care resources
Both are available in generic versions everyone talks about were not really developing a
Employee benefit managers are finding that "ge- healthy population,” says Raymond B Werntz, ben-

neric” films, pamphlets and other materials meet efits director at IC Industries

their communications needs nearly as well as cus- "We recognized that plan design and administra-

tomized materials- and at a much lower cost tion would have a lot to do with decreasing utiliza-
One such generic product that has been available tion and lowering costs, and we wanted that But we

for only about a month is a cost-containment video- also wanted something a little more complicated

tape called "Dollars and Sense The Health Care We wanted to actually improve health "

Emergency " The company did introduce plan design and ad-

The film was originally customized for IC Indus- ministrative changes It merged ItS three different

tries Inc in Chicago Now, the company health care plans-all self-insured, but administered
has embarked on a Joint venture with the by three different insurers-into one, which is

film's producer, The Media Works Inc of called the prototype plan

Chicago, to make the film available for Some of the earlier plans had had first-dollar

other companies that want to communi- basic coverage with a small deductible and copay-

cate the rising costs of health care to their ment for major medical expenses The prototype

n employees plan was comprehensive, with a $200 front-end de-
The 23-minute generic ductible and a 15% copayment feature Financial in-
n DOG version is pared from the 27- centives for lower-cost health care-such as outpa-

FoOOD minute original tape, whose tient surgery and second surgical opinions-were
release coin- built in
cided with bene- Administration was improved by contracting with
BEANns CORN fit plan changes only one insurer More claims information was com-
at IC Industries puterized In-house, Mr Werntz said, so benefits ad-
TUNA When IC In- ministrators would be freed from their "paper-shuf-
dustries began fling Jobs of the past to move into a counseling role

planning for its Continued on page 21

GAO urges discounting
of P/C loss reserves

By JERRY GEISEL

WASHINGTON-At a time when the property/casualty insurance in-
dustry is showing signs of under-reserving to pay future losses, the Gen-
eral Accounting Office is recommending that insurers be required to dis-
count loss reserves to reflect investment income that will be earned in the
future

A GAO draft report, which is now circulating among trade associations
for comment, contends that property/casualty insurers get an unwar-
ranted tax break under current tax law that allows them to reserve today
the full cost of a claim to be paid years from now

More insurance companies could face insolvency if Congress adopts the
GAO recommendation to require insurers to discount their reserves, insur-
ers say

Requiring insurers to discount loss reserves would be a fundamental
change in tax accounting for the insurance industry

Under current law, insurers can set up reserves based on an estimate of
the future amount they will need to pay claims. For example, if an insur-
ance company believes it will have to pay a $10 million medical malprac-
bee claim 10 years from now, it can set up a $10 million reserve and take a
tax deduction for $10 million in the year the reserve is established

The GAO says the tax deduction
for the reserves eventually needed
to pay claims is too high because in- 'The current practice

overstates the

surers will reap years of investment
income on the reserves before they
have to pay claims

While tax deductions for reserves

are appropriate, "The current prac- satisfy future claims,’
tice overstates the amounts needed
the GAO says.

amounts needed to

to satisfy future claims,” the GAO
says

"Permitting companies to deduct
an amount of reserves that reflects the expected payment rather than an
amount which, coupled with investment income, will be capable of fully
satisfying the claim, overstates expenses and understates taxable income,
the GAO says

To increase insurers' taxable income, the GAO recommends that antict-
pated investment income be Included when companies calculate how
much they need to pay for future claims.

Each year, insurers should use their average rate of return on invest-
ments over the previous four years and the current year to determine by«
how much their reserves should be discounted, the GAO recommends

Such reserve discounting would sharply lower tax deductions taken by
insurance companies For example, if insurers in 1982 had discounted their
reserves by Just 5%, their tax deductions would have been reduced by about
$1 1 billion and $485 million in new tax revenues generated, the GAO says

"The higher the discount rate used, the greater the reduction in the loss
reserve deduction and the greater will be the increase in tax revenues," the
GAO says

The GAO's recommendation to discount reserves is contained in its 54-
page report "Congress Should Consider Federal Income Taxation of the
Property/Casualty Insurance Industry "

The report, which was requested by the Senate Finance Committee,
already is drawing fire even though It has not been officially released

Insurers say that the problem wracking the industry is under-reserving
to pay claims and not over-reserving

The Insurance Services Office recently reported that the industry's total
loss and loss expense reserves, as of Dec 31, 1982, were more than 10%
inadequate, with at least one line-medical malpractice-under-reserved
by at least 50% (BI, Jan 16)

Individual insurers, such as Fireman's Fund Insurance Cos, also have
added large sums to their reserves, admitting they have under-reserved in

Continued on page 22



During our seventy-two years, we've quoted and placed
some pretty special risks. In the past couple of years, for in-
stance: $ 100 million umbrella coverage for 072 of the na-
tion's oldest travelling amusements. A $50 mi ion con-
tingent umbrella for a legendary rock group. A 325 million
segment of $90 million coverage for a Jra.n terminal
elevator. The major portion of a $55 m lion five-year
guarantee of oil production. Balloons and a rcraft used on
safaris in Kenya. Political risk coverage for a $16 million
dam construction in Tanzania. Race horses. Livestock

markets. Pharmaceuticals.DE,O coverages that most
markets would decline.

Call us...when you need a broker with

FINANCIAL MUSCLE

Geo. E Brown & Sons, Inc.

The Placement SpecialiStSSM

Offices across the nation...coverages around the world

Atlanta

404/396-7620

Boston

617/367-8260

Chicago
312/977-9400

Houston

713/578-7222

Kansas City
816/474-7327

Los Angeles
213/383-7501

North Jersey
201.'263-8770

Piladelphia
215.'592-0560

San Francisco

415, 777-3278

A subsidiary of Interstate National Corporation, one of the Fireman's Fun3 ns..,rancE Companies.
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Satellite mishaps to cost
underwriters $182 million

Continued from page 1

for about $107 million. Western
Union officials said last week that
about $75 million of the insurance
covers "the commercial service,
construction, launch and associated
costs of the probe." The rest covers
"the loss of new business” that
would have been generated by the
satellite, they say.

Westar VI was insured in three
layers as part of a three-satellite in-
surance package that was origi-
nally placed Oct. 1, 1981. The cov-
erage period lasts for 36 months.

About half of the insurance was
placed in London by Sedgwick
(Aviation) Ltd. and the bulk of the
rest is believed to be placed in the
United States by Alexander &
Alexander Inc.

Sources in the United States and
London markets that participated
in the Westar VI insurance pro-
gram say that:

- The first $80 million layer was
led by Richard Maylem, Lloyd's
underwriter for aviation syndicates
managed by Alexander Howden
Underwriters Ltd. The premium
rate for Westar VI on this layer was
5.75% of the policy limit-or $4.6
million-though 20% of the pre-
mium would have been returned if
there had been no loss.

- The second layer of about $20
million was led by Mr. Merrett,
with Lloyd's syndicates once man-
aged by P.C.W. Underwriting
Agencies Ltd.-now called Richard
Beckett Underwriting Agencies
Ltd.-also on the layer. The pre-
mium for this layer is not known.

- The third layer of about $7
million was led by Orion Insurance
Co, at a rate of 8.7% of the layer's
limit, or $609,000 with no bonus for
a good claims record.

Thus, Western Union paid at
least $5.2 million, not counting the
premium for the second layer.

Usually, satellite insurance is not
layered, says Westar's U.S. broker
Robert Tyrone, vp of Alexander &
Alexander of New York Inc.

But, the coverage was placed in
1981 shortly after insurers were hit
with a $77 million claim from the
loss of RCA Corp.'s SATCOM Il
satellite, and layering was the only
way to obtain the capacity needed
to insure the three Westar probes,
he says.

"After all, it was placed six
months after the RCA loss," said
Mr. Tyrone, "so we were trying to

create capacity and we were quite
successful.”

The first two satellites in the
three-satellite insurance package,
Westar IV and Westar V, were sue-

cessfully launched by NASA's Thor
Delta rockets in 1982. Westar VI

Insurance claims near

the $400 million mark

LONDON-Total satellite insurance claims will soar to just less
than $400 million as a result of the two losses earlier this month,

estimated at $182 million.

Other major insured satellite losses include:

« The $77 million loss of RCA Corp.'s SATCOM lll, which failed
in 1981 after it achieved orbit aboard a Thor Delta rocket (Bl, Nov.
16, 1981). It had been the largest satellite loss until the recent mis-

haps.

- Another $20 million claim by RCA for an older SATCOM F2
that was discovered malfunctioning last year (Bl, July 25, 1983).

= The $65 million loss of the Indian government's INSAT tele-
communications satellite in 1982 (BI, July 19, 1982).

« The $20 million loss of the Marecs B telecommunications satel-
lie owned by INMARSAT, an international maritime satellite con-
sortium, aboard an Ariane rocket in 1982 (BI, Sept. 20, 1982).

was scheduled to be launched on
the European Space Agency's
Ariane rocket, but setbacks in the
Ariane program convinced West-
ern Union to use the space shuttle
instead, sources speculate.

Since the space shuttle had a bet-
ter loss record than the Ariane pro-
gram, rates were reduced when
Western Union switched to the
shuttle, Mr. Merrett confirmed,
though he would not specify the re-
duction.

The second satellite to fail on the
shuttle mission, Palapa B2, is in-
sured as part of a two-satellite, 36-
month insurance program origi-
nally placed Nov. 1, 1982, by broker
Corroon & Black/Inspace Inc. of
Washington, D.C., and Lloyd's bro-
ker Crawley, Warren Ltd. in Lon-
don.

The first probe in the series, Pa-
lapa BI, was successfully launched
by the space shuttle last June (BI,
June 27, 1983).

Originally, the second Indone-
sian probe was to be insured for $85
million, but the Indonesians re-
duced the value of the probe to
$75.394 million shortly before
launch.

The satellite was insured by a
consortium of Indonesian insurers
led by Jasa Insurance Co., the state
insurance company, and reinsured

by 150 underwriters around the
world.

The reinsurance is led in London
by Mr. Merrett at Lloyd's. Fifty
percent of the coverage is placed
with Lloyd's, with 15% placed with
other insurers in London, 27.5%
placed in the U.S. market and 7.5%
with European and other overseas
underwriters.

Palapa B2's premium was adjust-
able according to the two satellites’

Rescue mission could

Satellite losses, like the two dur-
ing the recent space shuttle mis-
sion, may someday be avoided if a
shuttle experiment proves sue-
cessful.

On board the Challenger last
week was a payload owned by the
West German government that was
to test if satellites can be retrieved
in space.

The German space platform was
equipped with a special cradle that
allows astronauts aboard the shut-
tle to easily retrieve it. Such a era-
dle can be affixed to other satellites
to ease recovery should they mal-
function.

Astronauts are scheduled to ac-
tually repair a crippled probe later
this year.

A NASA spokesman, however,
said that the satellites that were lost
during the shuttle mission could
not be retrieved since they were

not equipped with the cradle.

If, however, there had been a
cradle similar to one on the Ger-
man platform, "then there would
be something to hold onto and
something to put the satellite back
into the shuttle with-if we could
reach it,"” the NASA spokesman ex-
plained.

A Lloyd's of London un-
derwriter who insured both of the
lost probes, Stephen Merrett, chair-
man of Merrett Holdings PLC.,
said he did not think attempting to

salvage the probes would benefit
insurers because of the cost of such

a mission.

However, the NASA spokesman
said that "underwriters have ex-
pressed interest in retrieving the
satellites." He explained that this
could be done on future shuttle
missions by attaching new motors
to the probes and then attempting

loss record. For every 70 cents in
claims, the Indonesians pay $1 in
premium, up to a maximum pre-
mium of $12.004 million. If there
had been no loss, the minimum
premium would have been $7.5
million.

The impact of the two losses on
the satellite insurance market, cou-
pled with more than $200 million in
other losses since 1977, is expected
to be severe, sources agree.

"As far as the future is con-
eerned, the market will harden, but
it is too early to tell what the rates
will do," said Tony Bolton, chair-
man of Bowring Space Projects, a
subsidiary of Lloyd's broker C.T.
Bowring & Co. Ltd.

Mr. Bolton notes that total satel-
lite losses now stand at just less
than $400 million, against premium
income for just more than $200 mil-
lion, though the premium figure
does not include premiums for sat-
ellites that have not yet been
launched.

Tom Wallace, managing director
of Sedgwick (Aviation) Ltd- West-

ern Union's London broker, says
that some of the insurers hit with

the recent losses will leave the
market, "which will make (satel-
lite) insurance a scarce commod-
ity."

Up until now premiums for a
$100 million satellite ranged from
between $5.5 million to $7 million if
it was launched aboard the space
shuttle, he says, adding that premi-
ums rise slightly if a probe is
launched aboard an Ariane rocket.

Eddie Simms, Lloyd's un-
derwriter for the Ariel Syndicate,
which once led most satellite insur-
ance programs, agrees that satellite

premiums will rise, but he says the
Continued on page 8

cut costs

to lift them into higher orbit.

In fact, the spokesman said, if
insurers decide to mount a salvage
expedition, NASA will not charge
them for a shuttle launch if the
attempt is made within nine
months, according to the launch
agreement.

Mr. Merrett said last week that
Westar VI, one of the lost probes,
will probably fall from orbit and
burn up into the earth's atmo-
sphere. The other lost probe, an In-
donesian communications satellite,
is in a higher orbit and probably
will remain there.

Although no one is predicting
that the two satellites could cause
damage to other probes, the pay-
loads have between $500 million
and $750 million in liability cover-
age as part of NASA's special liabil-
ity insurance package arranged last
vear (Bl, June 27, 1983).



El0souUTy ‘sijodeauunyy ;200 Aoy
‘Auredwo) aoureInsU] AT [BUOHEN WIRISIMYMON JO UOKIAIP ¥

dNOY'INMN o ———

opq uodnod A sn puas J() ‘DO
dnoxn TNAN J0 18%01q oK [[ed ‘UOKEULIOJUT 210U JOg

71 Y] noA Aem

ayp 1snf 11 avyew [, “dnon TNAN 03 e} ‘DUAW Ay} U0 398 NoA
TeyM yorew 1,useop Surpuny-jjas Joj ayadde mnok Ji og

"30IAJAS WIE[D SNOPUBIOSUOD UO JUN0D

ued nok ‘uefd mok puryaq INMN UM puy A[USIOLIR 1500 JnoA
sdeuew noA djoy spodas Juswageurew 1500 pefreRp JnQ

"s9ah0]dUIa Pazaned ([ Se ]

Se Y soruedwioo Joy ueyd yspg 1ds e dn meap ued oy Amenb of
JJBIBUIO[3UO0D [BUOIELISIUT UL 3q 0} JABY 1,UOP NOK

"MO[J USED JNOA asealou

0} Aess a10w du0 Jsn( are suewBULLE SunjuEq A[qIXA[) N0

puy “ue|d 8y} Jo UONEUTULIA) T8 AIIqeI] JN0A JO JUNOWIE AU UO

sy Burdrea ayp yoid weo nog (sdnoi3 1a8re Joj 000‘001$ 01 dn)

000°05$ 03 000°01$ WO SUNOLIE UF SUE[O [ENPIAIPUT JO SII]

Burjood aaey UB) nog ‘swrep pam[md 1O %SZI 0} %001 wox

Amqer Ajuow asooy Ukd Nox “spaeul oA Jeaw teyd ayp axew
01 830101 3j) NoA $aA13 wreyd yspY MAS STINAN

SWINSSE 0] JUBM NOA

YSU JO JUNOWE 3y} AJLLSS309U JOU ‘AWINSSe 0) NOK Jues A3y su

Jo Junowre 3y Surwnsse dn pus noA ‘suejd Aueduioo aouransuy

10U LA\ "PIIFLUT] 3JE SA0I0UD Ay} MOUY NOA ‘MOfJ YSed Jnok
anoxduur o) werd © Joj punore uiddoys usaq as,nok Jy

- MIHD NV) N0X
SR HONW SV X1
440 AL (10A
NV Id ONIAN( LT T3
INANNVHIIA




6 / business insurance, February 13, 1984

opinions

«12/--f

SQUIBB

AB'Bdrr_
111Nf

RIXALL

What happened to causation?

TTyHE RECENT WISCONSIN Supreme Court deci-
1 sion that allows a DES daughter with injuries to
recover damages from a single manufacturer of the
drug even if there is no proof that the manufacturer
made the drug her mother took is at odds with funda-
mental fairness and due process (see story, page 1).
Plaintiffs' attorneys hail this as a victory in the evo-
lution of product liability law. We think it is a travesty
to abandon the fundamental principle of causation.
Yes, the underlying complaints in these suits-the
injuries, pain and suffering these daughters have en-
dured as a result of their mothers taking DES when
they were pregnant-are filled with tragedy. The ex-
tent of those tragedies obviously motivated the search
for a legal remedy for these injured women by the Wis-
consin Supreme Court and, earlier, the California Su-
preme Court in the Sindell decision that established
industry-wide liability.
But, we can't endorse the fundamental changes in
law that these courts made to provide that remedy.
Interestingly, the Wisconsin court rejected as un-
workable the California Sindell decision that appor-

tions liability according to market share among all
manufacturers of a product that caused injury when
the specific manufacturer can't be identified. We agree
that it is unworkable.

Unfortunately, manufacturers have few allies in
protecting themselves against these fundamental
changes in product liability law. Sen. Robert Kasten,
R-Wis., sponsor of federal product liability legislation,
abandoned manufacturers on this point in the summer
of 1982 when he deleted from his bill a provision that
would have required a plaintiff in a product liability
suit to prove "by a preponderance of evidence" that a
product was produced by a specific manufacturer in
order to estalish liability. Instead, Sen. Kasten's bill,
now numbered S.44, specifies only that the plaintiff
must make a reasonable effort to identify the specific
product manufacturer before suing a group of com-
panies that made the same product.

The only hope manufacturers have is that the U.S.
Supreme Court will not let this ruling stand. We think

that may be a slim hope, considering the Supreme

Court allowed the California Sindell decision to stand.

letters

It would be wise to call on industrial hygienist

To the editor: | read with interest
Lawrence Postol's Perspective article,
"Occupational Diseases: Successful De-
fense Depends on Counsel's Expertise”
(BIl, Jan. 23). The emphasis of Mr. Postol's
article is that counsel's expertise will de-
termine the outcome of an occupational
disease claim, and that appropriate expert
witnesses from the medical profession
should be obtained. He suggests basing the
defense entirely on determining whether
the disease is from an occupational cause
or non-occupational cause, based solely on
medical evidence.

It appears that investigation of the pres-
ence of the alleged causative agent in the

workplace and the degree of exposure, if
any, to the claimant has been entirely
overlooked. A certified industrial hygien-
ist called upon to evaluate current and
past conditions in the claimant's work-
place can be an extremely valuable expert
witness.

Within our Occupational Disease
Claims Investigation Group at INA Loss
Control Services Inc., we have proven in
several cases, through the investigation
and testimony of our industrial hygien-
ists, that the etiology of the claimant's al-
leged occupational disease was not consis-

tent with the nature of his or her work.

Our industrial hygienists have also pro-

Do the rules change when game

To the editor: | read with interest the
article concerning the legal wrangling
surrounding the Australian brush fires,
"Insurers Want Broker to Pay Claims for
Australian Fires" (Bl, Jan. 30).

It seems the hassle boils down to who
told what to whom in placing liability in-
surance for brush fires for Southern Elec-
tricity Commission of Victoria. Not being
a player in the international insurance
brokerage field, perhaps my observations
are naive, but | seem to recall a precept
that relationships among agents, brokers
and underwriters were that of utmost

good faith. Each other's fortunes are tied

to this idea and, to me, past claims history,
whether specifically called for by the un-
derwritens or not, is essential to maintain-
ing that trust.

| feel the attitude of Sedgwick's attor-
ney on 1977 brush fires as quoted, "(The

broker) was not required to include de-
tails of claims on those fires in a written

presentation,"” is contrary to the utmost
good faith doctrine.

I was under the impression that full
disclosure of material facts benefited the
underwriter and the producer in the long
run. Perhaps this perception is clouded by
being a small-town, independent agent

vided valuable guidance to attorneys in
the development of a proper defense and
gathering of depositions.
| support Mr. Postol's view that ade-
quate preparation is required to success-
fully defend an occupational disease
claim, but contend that the supporting ex-
pertise of a certified industrial hygienist
experienced in claims investigation can
be as valuable as that of an occupational
physician.
Alice C. Farrar
Certified Industrial Hygienist
Assistant Vp

INA Loss Control Services Inc.

Macon, Ga.

is international?

and not an international broker with

Sedgwick's clout.
Are the rules different in the interna-
tional arena? | sincerely hope not.
Evan H. Mandigo
Bismarck, N.D.

Business Insurance welcomes letters from
its readers. Please keep your comments as
brief as possible. We reserve the right to
edit letters for clarity or space. We will not
publish unsigned letters. Send your com-
ments to Letters to the Editor, Business

Insurance, 740 N. Rush St., Chicago, Illl.
60611.
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Losses

Continued from page 4
two losses will have other effects.

Spacecraft underwriters, he
explains, will also have to rethink
how they evaluate space risks. Up
until now, the launch vehicle was
the maijor criterion on which satel-
lite coverage was rated, Mr. Simms
notes.

Satellite launched aboard the
Ariane had the highest rates since
that rocket has the worst loss ree-
ord of any of the available launch
vechicles.

Probes launched aboard NASA
Thor Delta rockets were charged
the next-highest rates, followed by
those sent aloft on the space shuttle,
since there had been no insured
shuttle losses so far.

Now, Mr. Simms says that "un-
derwriters will have to look at the
type of satellite that is being used
rather than the launcher.”™ Un-
derwriters probably will base rates
on the manufacturer of the satel-

mount for satellite underwriters

lite, what type of equipment will be
used to put the probe into a geosta-
tionary orbit and other criteria, he
said.

A&A's Mr. Tyrone agrees, add-
ing that underwriters probably also
will take into account the number
of satellites to be launched at one
time, to protect against the multiple
losses they encountered last week.

However, satellite owners may
not see rate rise beyond reach, says
Mr. Nausch, the New York broker.
A few satellite underwriters, like
Mr. Simms, are believed to be un-
touched by the recent losses and,

thus, may be able to moderate their
rate hikes.

"Not all underwriters have the

same underwriting results and they
may not all react the same way,"
Mr. Nausch said.

"l am not sure there ever was a

bargain in satellite insurance, but |
do not think that underwriters will

The Wetzel

ompany,Inc
xcess and

urplus Lines
einsurance.

reat

dCU

MARCH

12

ative

P.O. Box 66452
Houston, Texas 77266

AC713/523-3003
Telex: 76-2053

Norwood Tower, Suite 300
114 West 7th Street
Austin. Texas 78701
AC512/480-8231

Telex: 76-7134

act in unison.”

Mr. Tyrone says brokers may
still be able to find reasonable rates
and sufficient capacity.

And, others point out that NASA
soon may be able to recover and re-
pair malfunctioning satellites,
which could cut claims costs (see
story, page 4).

Mr. Tyrone notes that he must
soon place coverage for Westar VI,
which is scheduled for launch in
November 1985.

"l cannot wait until 1985 to find
the coverage,” Mr. Tyrone said.
"We will be back in the market in
the next few months. | don't want
to be the first in, but | don't think
anyone does."

Whatever the impact of the
losses, satellite owners may not feel
the sting for some time. At least 25
satellites yet to be launched are al-
ready insured, and underwriters
are not expected to renegotiate
these premiums.

Beacon response

Continued from page 2

gations of wrongdoing at the time
of the complaint and Beacon's re-
sponse reaffirmed its position.

Beacon's response also elaborated
on its earlier public statement that
alleged Universal Marine was
suing only as a "last-ditch" effort to
avoid financial difficulty.

The court answer specifically
charged that Universal Marine's
assets had been "systematically
looted over the past five years" by
its parent company, dramatically
reducing its policyholder surplus.

However, Mr. Portermain admit-
ted that he and his insurer did, at
one time or another, hold an own-
ership interest in both B.F.G. Too-
mey Associates and New Orleans
Reinsurers, as alleged by Universal
Marine. Universal Marine con-
tended in its suit that Toomey pro-
duced the business fcr Beacon in
London and that New Orleans
Reinsurers misused binding au-
thority on behalf of Beacon to place
risks with Universal Marine
through Cherokee.

The response, however, notes
that the defendants did not gain in-
terest in New Orleans Reinsurers
until after the expiration of the
quota-share agreements and that
no attempt was made to hide own-
ership interest in the London man-
aging general agency.

In a cross-claim filed with the re-
ponse to the Universal Marine suit,
Beacon also alleged that its co-de-
fendant, Cherokee, and its parent,
Dana Corp., owe it about $3.9 mil-
lion in reinsurance payments that
should be drawn against letters of
credit secured by Cherokee's bank,
First American Bank National

COMING SOON

EMPLOYEE BENEFITS: CONTROLLING COSTS

FEBRUARY
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As insurers and buyers won-
dered last week what effect the
losses would have on the market,
NASA and satellite manufacturers
wondered what went wrong.

Although NASA is continuing its
investigation, the space agency and
satellite underwriters so far agree
the shuttle probably was not re-
sponsible for the losses.

Both satellites were manufac-
tured by Hughes Aircraft Co. of
Culver City, Calif., though the
PAMs, the motors that are thought
to have failed, were manufactured
by McDonnell-Douglas Corp. of St.
Louis.

Last week, Hughes and McDon-
nell-Douglas began an investiga-
tion into the malfunctions. They
noted that the PAMs had been sue-

cessfully operated before.

"Two similar failures after 18
consecutive space firings obviously
suggests a common technical prob-

Bank of Nashville.

The cross-claim says that the
original reinsurance agreement-
by which Cherokee agreed to rein-
sure 50% of all "special risks" to
$100,000 accepted by Beacon and
then reinsure the risks with Uni-
versal Marine-was binding upon
Cherokee and that the Nashville
insurer owes Beacon about $2.2
million in claims already paid.

Beacon also claims that Cherokee
owes it $1.7 million payable under
an excess-of-loss agreement with
Cherokee which, according to court
documents, was also reinsured by
Universal Marine.

The excess-of-loss agreement,
which is not mentioned at all in
Universal Marine complaint, called
for Cherokee to reinsure Beacon
for 92% of losses in excess of
$100,000 to a maximum loss level of
$500,000. Universal Marine rein-
sured Cherokee for all of its 92% of
this excess-of-loss reinsurance. Ac-
cording to the documents, Ameri-
can Centennial Insurance Co. rein-
sured Beacon for the remaining 8%
of the $400,000 excess of $100,000
reinsurance layer.

American Centennial is not in-
volved in this litigation.

As part of its response to Univer-
sal Marine's suit, Beacon also
sought and received an order pre-
venting Cherokee from seeking
legal action in any other jurisdic-
tion to prevent Beacon from draw-
ing upon the letters of credit.

The court also ordered Cherokee
to deposit $3.2 million in the First
National Bank of Charlotte, N.C.,
in the name of the court, pending
the outcome of the cross-claim.

In an affidavit, Beacon Treasurer
Thomas L. Harrison said that with-
out access to Cherokee's letters of
credit, Beacon would suffer "severe
and irreparable injury with regard
to its business viability and its rep-

utation.”

Meanwhile, Universal Marine is
suing in London to collect from
reinsurers on reinsurance for risks
underwritten by Beacon, reinsured
by Cherokee and retroceded

through New Orleans Reinsurers to
Universal Marine.

In a lawsuit filed last October in
the British High Court of Justice,
Universal Marine is seeking
$759,223 from four alleged rein-
surers, Administratia Asiguralior
de Stat of Romania (ADAS), Ajax
Insurance Co. of Bermuda, Grand
Union Insurance Co. Ltd. of Hong
Kong and Elkhorn Insurance Co. of
Louisville, Ky.

The writ also names London bro-
ker Charman Mauduit (Insurance
Brokers) Ltd. as a defendant.

According to the writ and sup-
porting documents, including cov-
erage line slips and claims forms
dating from 1979 through 1981, the

four defendants reinsured 92% of

lem may have existed with these
two motors," said Richard Brandes,
Hughes' group vp and manager of
its commercial systems division.

Officials at Western Union
would not comment on whether it
is thinking of suing either Hughes
or McDonnell-Douglas for the
losses. Mr. Merrett said it was
"highly unlikely"” that the un-
derwriters would press such a suit,
though he would not rule it out.

Under a hold-harmless clause in

the launch agreement, NASA and
satellite owners cannot sue each
other for damages to the shuttle or
the satellites during a shuttle
launch and the deployment of pay-
loads.

And, sources close to the satellite
industry say such an agreement
may also exist between McDonnell-
Douglas and the satellite owners,
though no one connected with ei-
ther side would comment. .

$400,000 excess of $100,000 of losses
resulting from a portfolio of rail-
way liability and other surplus
lines risks underwritten by Beacon,
reinsured by Cherokee and retro-
ceded into Universal Marine.

The reinsurance, according to
the documents, was brokered in
London by Charman Mauduit.
Fifty percent of the risk was split
equally between Grand Union and
Elkhorn (through underwriting
managers Stetzel Thomson & Co.
Ltd.). The other 42% was provided
by B.F.G. Toomey Associates Ltd.,
which bound 17% of the reinsur-
ance to Adas and 25% to Ajax.

Approval of reinsurance agree-
ment was signed by R.M. Schirmer,
president of New Orleans Rein-
surers, on behalf of Cherokee.

Correspondence filed with the
writ indicates that the remaining
8% of the risks Beacon underwrote
were reinsured for Cherokee by
American Centennial Insurance
Co. through Charman Mauduit.

The writ alleges that two of the
defendants, Elkhorn and Grand
Union, refused to pay their portion
without explanation and that Ajax
was in "financial difficulty” and
preparing a statement of its affairs
for regulators. Ajax is now being
liquidated in Bermuda.

ADAS, the wrrit says, refused to
pay its portion of the reinsurance
recoverage on the grounds that the
reinsurance had been underwritten
by Toomey through Promotora de
Occidente de Panama S.A., a now-
defunct Panamanian reinsurance
intermediary that claimed to un-
derwrite reinsurance for several
worldwide pools of reinsurers.
ADAS was one of several fronting
insurers that believed they were
reinsured by POSA pools, but
eventually found themsleves un-
able to collect after POSA shut
down in 1980 (Bl Aug. 30, 1982).

Universal Marine attorney Sol
Kroll of the New York law firm
Kroll, Pomerantz & Cameron had
been unaware of the British lawsuit
until contacted by BI, but later con-
firmed its existence after discussion
with company officials.

The reinsurance agreement in
the British suit, Mr. Kroll said, is a
separate book of business and
therefore is unrelated to the quota-
share agreement cited in Universal
Marine's North Carolina lawsuit.

The conditions and exclusions in
the line slips and claims informa-
tion contained in the London ac-
tion and the format of the retro-
ceded reinsurance all correspond to
the provisions of the excess-of-loss
agreement Beacon mentioned in
the North Carolina action.

No responses to the lawsuit have
been filed with the British court
and sources in London say that the

writ may not yet have been served
tTo deferihdamts . .



NOW YOUCANPROVIDEASUPERIOR
IRA PROGRAM WHILE HARDLY LIFTING A FINGER.

Now that IRAs are available even

to wage earners with pension plans,
your employees are probably think-
ing about them right now.

And wondering ifyou are going to
make available an IRA program to
supplement their retirement income.

Realizing this, Metropolitan is
ready to provide your employees
with a program that requires mini-
mal effort on your part and involves
practically no cost to you.

It's Metropolitan's Metromatic
IRA Program.

All you do is arrange for payroll
deductions by your employees.
Metropolitan's trained professionals
will hold one-on-one interviews with
your employees to discuss the bene-
fits provided by an IRA and assist

them in establishing their own IRAs
for amounts up to $2,000. The ad-
ministrative details will be handled
by Metropolitan and, with your co-
operation, the program will be com-
municated to your employees.

In addition, Metropolitan will
provide a sound and attractive vehi-
cle for the IRA contributions-the

Flexible Retirement Annuity
Contract.

All ofyour employees who are
interested in providing for retire-
ment on a tax-deferred basis will
welcome this unusually beneficial
IRA program. It features an optional
provision that will continue pay-
ments to the employee’s IRA in the
event of total disability. It has fiexi-
ble options which allow use ofthe

IRA to provide retirement income.
Under this program, employees can
even continue their IRAs should
they leave the company.

Metropolitan, because of its vast
financial and human resources, is
equipped to serve a company of any
size and in any location. Arranging
for Metromatic IRA is a simple
matter. Just contact your local
Metropolitan office and ask to have
a representative call.

This is a chance to make a favor-
able impression on your employees
at practically no cost and with vir-
tually no effort.

Metroooman
luu Insurance | Companies

METROPOLITAN REALLY STAN[IS BY YOU.

© 1982 Metropolitan Life Insurance Co., New York, N.Y.

Li/Health/Auto/Home/Rement
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RIMS opposes taxing retiree life insurance

By JERRY GEISEL

WASHINGTON-Employer-
provided term life insurance cover-
age for retirees shouldn't be taxed,
the Risk & Insurance Management
Society says.

Legislation, S. 1992, introduced
by Sen. Lloyd Bentsen, D-Texas,
proposes that life insurance premi-
ums paid by a former employer for
retiree coverage above $50,000 be
counted as taxable income. Retirees
currently are not taxed on such
coverage.

However, taxing group term life
insurance would cause economic
hardship to retirees and could put
more financial pressure on the So-
cial Security program, RIMS said in
testimony submitted to the Senate
Finance Committee.

"By making it less attractive for
employers to offer-and for re-
tirees to receive-group term life
insurance coverage, an important
foundation of financial security for
a retiree's survivor payments may
be lost," RIMS noted.

"This in turn would create
pressure for higher survivor pay-
ments under Social Security. Thus,
any dubious revenue enhancement
benefit to the Treasury may be off-
set by increased government finan-
cial aid to the survivors of re-

tirees."”

But the Treasury Department
says there is no justification for ex-
cluding from taxes the cost of an
unlimited amount of term life in-

surance for retirees.

In the first place, retirees have
less need for large amounts of term
life insurance than wage earners,
who currently are taxed on term
life insurance premiums for cover-
age exceeding $50,000.

"After retirement, an employee's
salary is replaced by pension bene-
fits and Social Security. To some
extent, these benefits continue to
be provided to the surviving spouse
of a retired employee," noted John
Chapoton, assistant treasury secre-
tary for tax policy.

The cost of retiree group term
life insurance can be substantial.
The annual premium for a $1 mil-
lion policy for a retired 65-year-old
executive is about $25,000, while
the same policy for a 70-year-old
retiree would cost $40,000 and in-
crease to $100,000 for a retiree who
is 80 years old, according to the
Treasury Department.

Taxing term life insurance pre-
miums for coverage exceeding
$50,000 for retirees also is contained
in a tax bill, H.R. 4170, now pend-
ing on the House floor.

Plan assets sought

Celanese Corp. is asking a fed-
eral agency for permission to split
its defined benefit pension plan
into two plans to recover about
$300 million in excess assets.

In a letter to the Pension Benefit
Guaranty Corp., New York-based
Celanese said that it wants to split
its plan into one plan for employees
and one for retirees,

Under the terms of the proposal,
plan assets with an estimated mar-
ket value of about $285 million will
be retained in the employees' plan
to assure that all accrued benefits
in the plan are fully funded.

The balance of the assets, with a
value of about $415 million, will be
transferred to the retirees' plan. To
guarantee benefits for 7,343 retirees
and survivors, Celanese will pur-
chase annuities from an insurer,
costing about $115 million.

After the annuities are pur-
chased and distributed, Celanese
will terminate the retirees' pension
plan. That will leave Celanese, a
diversified producer of chemicals,
fibers and plastics, with additional
assets of at least $300 million.

The PBGC must issue a letter to

washington

Celanese certifying that the plan
has sufficient assets to pay partici-

pants' benefits before the plan can
be terminated.

Single-piece tire rims

Employers will have to provide
more protection for workers who
service single-piece tire rims for
trucks and bi.ses, the Cccupational

Safety and Health Administralion
says.

OSHA is extending the same
safety rules that protect workers
who service multipiece rims to
cover single-piece rims, too. Under
the standard, which goes into effect
March 5, workers at 102,000 work-
places-primarily retail gasoline
stations and garages-must be pro-
tected by barriers and restraining

devices. Employers also must teach
workers how to handle the poten-
tially explosive rims.

Since the restraining devices are
the s:.me as those currently re-
quired for servicing multipiece
rims, she major cost of the OSHA
standard will be for training em-
ployees.

OSHA estimates the national cost
of the standard at $2.5 million dur-
ing the first year and $900,000 in
succeeding years. First-year costs
for a typical small garage operator
with one supervisor and two em-

ployees would be about $32.50,
OSHA estimates.

About 15% to 20% of large vehi-
cles now use single-piece rather
than multipiece rims, but that per-
centage is expected to increase to
50% by 1990.

"Thus, over a 10-year period, as
more of these rims replace multi-

piece rim wheels, there could be
210 to 262 fewer accidents and 37

(to) 50 fewer deaths. . . ." OSHA
chief Thorne Auchter said.

The rule was published in the
Feb. 3 Federal Register. -
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New syndicate joins New York exchange

The New York Insurance Ex-
change has added a new under-
writing member, a new broker and
a new associate broker.

J&H, WF Syndicate B Inc. will
specialize in property/casualty re-
insurance and has been capitalized
at $3.75 million. It is the second
New York Insurance Exchange
syndicate to be organized and man-
aged by Johnson & Higgins Willis
Faber (USA) Inc.

E&S Intermediaries Inc., for-
merly an associate broker on the
exchange, has changed its status to

markets

that of a full broker member.

In addition, NSEW International
Inc. has joined the exchange as an
associate broker member, acting as
an intermediary for both foreign
and domestic facultative and treaty
reinsurance.

The latest addition brings the
number of underwriting syndicates
on the New York exchange to 42.
The number of brokerage members

on the exchange now stands at 94.

Brokerage formed

Reager-Harris, an insurance bro-
kerage based in a Louisville, Ky.,
suburb has been formed by former
officers of three area brokerages.

Richard L. Martin, former presi-
den- of The Reager Co., was named
the new brokerage's chief execu-

Onthe

tive officer. Other officers once
worked for Harris & Co. and
Nahm, Turner, Vaughan & Lan-
drum, which was acquired by
Alexander & Alexander Inc.
Reager-Harris specializes in com-
mercial property/casualty cover-
ages, contract surety insurance and
benefit programs. Offices are 10-
cated in the Atrium Center, 10400
Linn Station Road, Plainview, KM

Casualty consulting
Tillinghast, Nelson & Warren

road again.

The road to recovery is shorter with IRA,

the leader in rehabilitation.

IRA pioneered America's first private
rehabilitation service 14 years ago. Since
then, we've handled over 170,000 different

cases. No one else even comes close to our

depth of experience.

So IRA knows what works. And what doesn't.

Today, we're building on that experience to
offer a wide range of services unmatched in

the industry. Flexible services that respond
to the needs of each individual daim. Plus

the convenience and cost efficiency of 110

local offices nationwide.

That's leadership. That's IRA.

Why settle for less?

For more information, contact your local
International Rehabilitation Associates office

cr call toll free 800-IRA-HELR In Alaska or
Hawaii, call collect 215-687-9450. Or write:
IRA, 985 Old Eagle School Rd., Wayne, PA

19087.

IRA.

habilitation
that works.

international rehabilitation associates, inc.

Ar. Intracorp Company

Inc.,an actuarial consulting firm,
has added a casualty insurance
consulting division in its New York
office.

The new operation, headed by Vp
Michael A. Walters, offers consulting
services on casualty loss reserving,
pricing, reinsurance, new product
development, projection of financial
results and valuation of insurance

companies for acquisition.

National accounts

American Re-lnsurance Co. has
formed a new national account di-

vision for facultative casualty rein-
surance that will coordinate the re-

sources of the company's home and
branch offices.

The division, which will be
headed by Stephen M. Satler, was
formed to service the increasingly
complex needs of large-premium,
high-risk casualty accounts, the
company said.

Surplus increased

The Toa-Re Insurance Co. of
America has increased its surplus
to $15 million with the addition of a
$5 million contribution from its
parent, Toa Fire and Marine Insur-
ance Co. Ltd. of Tokyo.

The increase is in line with Toa-
Re's plans, announced when the
company entered the U.S. reinsur-
ance market in 1982. Toa-Re said it
plans to further increase surplus to
$20 million by the end of 1984.

Acquisitions

Reed Stenhouse Cos. Ltd. an-
nounced that its Australian subsidi-
ary has acquired Edward Lumley
(Brokers) Ltd., an insurance bro-
kerage with offices in Sydney, Mel-
bourne, Adelaide and Brisbane,
Australia. The purchase was made
with a combination of cash and
Reed Stenhouse stock.

Hallmark Insurance Group

has acquired American Risk As-
surance Co. for an undisclosed

sum. American Risk Assurance is a
specialty lines underwriter author-
ized to operate in Florida, Louisi-
ana, Texas and Oklahoma.

Western World Insurance Co.
of Keene, N.H., has acquired Tudor
Insurance Co., an excess/surplus
lines insurer also based in Keene,
from Swiss Reinsurance Co.

Wilcox, Veteto & Thill, an in-
surance brokerage based in Ocean-
side, Calif., has merged with Bar
ney & Barney, a San Diego-based
brokerage.

Frank B. Hall & Co. Inc. an-
nounced the acquisition of two in-
surance brokerages: Chas. Luns-
ford Sons & Associates Inc. of
Roanoke, Va., and Riggs-Edwards
Insurance Agency of Salinas,
Callif. Lunsford, bought for $3.5
million in Hall stock, will become
Frank B. Hall & Co. of Virginia
Inc., while Riggs-Edwards, ac-
quired for $681,000 in Hall stock,
will be merged into the company's
Salinas branch office.

Jaffe & Associates Ltd., a Chi-
cago-based actuarial consulting
firm, has merged with Tillinghast,
Nelson & Warren Inc.

Corroon & Black Corp. has ac-
quired RKC & Co., a San Diego-
based brokerage firm.

New offices

Burns & Wilcox Ltd., a man-
aging general agency, has opened a
new branch office in St. Louis. The
mailing address is Box 27385, St.
Louis, Mo. 63141; 314-993-6440.

The Houston branch of U.S. In-
surance Group, a Crum & For-
ster Corp. unit, has moved to new
offices at 9800 Centre Parkway,
P.O. Box 721375, Houston, Texas
77272; 713-270-6100.
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Florida begins Gulf American liquidation

CLEARWATER, Fla -The d th tat of fractures," said Leonard Day, age of total damages established by
Florida Insurance Department has aroun € states manager of labor relations for the a Jury as the defendant's compara-
begun liquidating Gulf American lllinois Chamber of Commerce tive fault
Insurance Co, a multiline insurer “Our members have been com- The bill would continue the cur-
that specialized in group health and 1984, as the deadline for filing tions Department plaining for years that it's like a re- rent law with respect to providing
workers compensatlon coverage claims Mr Swezey, 60, was reappointed ward for having an accident for "Joint and several liability" for

Gulf American, founded in 1979, to the board He was first named to Where there's no permanent dis- economic losses, but would change
was placed into receivership in No- Safet iti the post in 1974 His 30-year state ability, the injured worker goes the law regarding non-economic

b £ | D rt arety recognituon - " g
vember a <=Tr afj nsurance Depart- governrnent career includes work backtothe Job, but gets an award " damages in instances where a de-
ment examination revealed made- ANN ARBOR, Mich -Seven as senior counsel of the state Com- Some 60% of all workers com- fendant's comparative fault is less
quate assets to pay outstanding Michigan munic.palities are among pensation Insurance Fund, serving pensation dollars in lllinois go to than 40%
claims from an estimated 3,500 pol- a group of public entities to receive as a referee with the WCAB, and permanen: partial awards, accord- "By abolishing the rule of Joint
icyholders recognition for OLtstanding safety serving as the board's secretary and ing to Mr Day This decision is ex- liability in personal injury and

The insurer wrote more than achievement from the Municipal deputy commissioner pected to reduce that rate slightly product liability actions, S B 575
$19 8 million in direct premiums in Worke-s' Comfensation Fund of One more seat on the seven- "I think it will save employers establishes a more equitable doc-
1983, but has only about $750,000 in Michigan-the largest workers member board still must be filled some money but | really don't trine that the degree of fault of
available assets to pay as much as comper sation pool in the state know how extensive it will be " each defendant should determine
$45 miIIj]on in outstanding claims, The r.nuncipalities—Adriarj, C_en— Automatic awards each defendant's liability for dam-
ranzcr:lordlng to a department spokes- ter I_.lng, Gaylord, Harrisville, i -~ injury records ages, athleast as that applies.to non-

Lathrui Village, Romeo and Sault SPRINGFIELD, IlIl -The Il economic damages," according to a

Once remaining assets are ex- Ste Marie-were Joined by three nois Industrial Commission will OLYMPIA, Wash -About 45,000 statement issued by the Assn of
hausted, claims from Florida poli- municipal hospitals, two housing stop automatically awarding statu- private Washington state employ- California Insurance Companies
cyholders will be paid either by the authorities and three public utility tory minimum permanent partial ers are no longer required to keep The bill also is supported by the
Florida Life & Health Insurance groups in receiv.ng the kudos benefits in certain workplace bone records of on-the-job injuries and Assn for California Tort Reform, a
Guaranty Assn or The Florida In- The fund, initiated by the Michi- fracture cases where a serious and illnesses broad-based coalition of cities, em-
surance Guaranty Assn, Florida s gan Minicipal League, began in permanent disability is not proven Recent changes in the record- ployers and insurance companies
two state-administered guaranty 1977 w,th a 10% advance premium The action is based on a recent keeping requirements of the Wash- "The 'deep-pocket,’ or Joint and
funds, the spokesman noted discount off standard commercial lllinois Supreme Court ruling that ington Industrial Safety & Health several liability, rule allows people

Guaranty funds in other statee workers comp rates This discount clarifies the section of the Workers' Act affect businesses and industries who file lawsuits to raid the pock-
where Gulf American did business continued to increase and in 1983 Compensation Act that has to do where workers have been judged to etbooks of state and local govern-

-including Alabama, Georgia, stood a: 40% with permanent partial disability have low exposures to hazards, said ment, businesses and people who

Louisiana, Mississippi, South Caro- benefits for certain bone fractures Sam Kinville, director of the De- are reponsible enough to carry in-

lina and Tennessee-are expected wW including the skull, vertebra and partment of Labor and Industries surance,” notes ACTR Chairman
. ; X ork comp board . ’ ’

to pay policyholders in their re- P facial bones Among employers that do not Gene Livingston

spective states SACRAMENTO, Calif -Three In that section of the 1975 statute, have to keep these records are auto The passage of S B 575 marks the

One of the biggest problems lead- attorneys with backgrounds in which has since been amended, dealers and service stations, most third time in five years that the
ing to Gulf American's financial worke-s compensation and labor minimum benefit amounts were retail stores, financial institutions, California Senate has voted over-
difficulties, according to Insurance law are the new est members of the stated for specific fractures The restaurants, private educational in- whelmingly to limit the Joint and
Department sources, was its group California Workers Compensation commission had been acting for stitutions, laundries and beauty several liability rule In 1979 and

health insurance business mar- Appea_s Board years on the assumption that the shops 1982, similar bills were killed in the
keted through Gulf American C Gordon Taylor, Marilyn C minimum awards-anywhere from Public institutions of learning state Assembly Judiciary Commit-
Health Trust, an insured multiple Lazar and Charles L Swezey re- 20 to 100 weeks of benefits under and government agencies are not tee with intense opposition from
employer trust cently were sworn in as members the old statute-were automatically mcluded in the new exemptions the California Trial Lawyers' Assn
Although Gulf American had re- of the ioard for four-year terms given if there was one of the spect- The new rules, which reflect fed-
insurance for |OSSeS. exno.eeding Mr Taylor, 51, was' named. (_:hair- fied fracture_s . er"’fl requirementg tree these com- MET crackdown
$25,000 per covered individual, re- man 0- the WCAB He's an affiliate But the high court pointed to an- panies from requirements to com-
serves for retained losses were in- with the San Francisco law firm of other sentence in that section of the plete supplementary records and OLYMPIA, Wash -Insurance
adequate, said Insurance Depart- Sedgwick, Detert Moran & Arnold statute that said the employee had post annual injury summaries, Mr Commissioner Dick Marquardt will
ment sources and past president of the California to sustain "serious and permanent Kinville said But the changes do take strong action against agents
Gulf American's workers com- Compensation Defense Attorneys injuries " not affect industrial insurance re- and brokers who market benefit
pensation business, howeer, ar)- Assn Because there was no proof of se- porting requirements, he added packagesthrough illegal or mis-
pears to be properly funded, the Ms Lazar, 58, previously was a rious and permanent injuries in managed multiple employer trusts
sources say workers compensation Judge at the this case heard by the court, which Acting regulator "Agents and brokers marketing
The liquidation order, handed WCAB's Van Nuys office She had involved an employee of Archer- g g coverage on behalf of unauthorized
down Jan 25 by Leon County Cir- servec as a trial attorney and then Daniels-Midland Co in Decatur, it DENVER-Daniel J Colaiannia, insurers place their insurance 11-

cuit Court, provides for cancella- chief counsel to the state Division upheld a lower court's ruling and Colorado's deputy insurance com- censes in Jeopardy and no doubt ex-
tion of all policies in force as of of Labor Standards Enforcement, a sent the case back to the Industrial missioner, has assumed responsibil- pose their own assets to risk," Mr

March 3, 1984, and sets Sept 7, agency of the staze Industrial Rela- Commission ity for the state Insurance Depart- Marquardt warned in a bulletin
"I think it makes it clearer in this ment following the retirement of J "l will not tolerate abuse or eva-
decision that when permanent par- Richard Barnes sion of the insurance code with re-
E isk * tial pa> ments are made, they have Mr Colaiannia, 53, has been sulting financial loss to innocent
very ris manager needs to be predicated on some perma- named acting interim commis- people,"” he stressed
nent disability That's a message sioner and will serve until a perma- The warning is consistent with
PRACTICAL RISK MANAGEMENT that | think is a natural part of the nent commissioner iS named He Commissioner Marquardt's inten-
" . ' workers comp act,” said Chicago has been with the department for tion to closely monitor the activities
The Professional's Handbook attorney Thomas Nyhan, who is almost 20 years, and was a financial of METs operating in the state, said
For brochure write executive secretary of the lllinois examiner with the department be- an Insurance Department spokes-
i . Self-Insurers Assn fore becoming deputy insurance man
Practical Risk Management This message, employer repre- commissioner Most METs offer employee bene-
RO. Box 10093 ; - - . ]
sentatives hope, will be applied to Mr Barnes, the state's insurance fit packages to small employers
Oakland, CA 94610 other permanent partial awards not commissioner for nearly 20 years, Some are self-funded or partially
* Brokers, too (415) 653-3687 covered specifically in this section had announced that he would re- self-funded, others are fully in-
$235 for t | q int of the act tire during the first quarter of this sured and still others are tnsured
or two volumes and one year maintenance "We hope that this decision will year (Bl, Nov 21, 1983) some of the time, the bulletin notes
$225 If prepaid A Warren, McVeigh & Griffin publication . . . . K .
carry over into more common types Colorado is the only state in With disturbing frequency, such
which the insurance commis- arrangements have led to unpaid
sioner's post is filled through the claims For example, 400 Washing-
Business Insurance gives you total news coverage of loss pre- civil service system, not through ton employers and several thou-
vention, nsk financing and benefit management Every wee< political appointment However, sand employees were left without
Annual subscription (52 issues) in U S dollars legislation that would make the po- coverage when Pacific Insurance
(Check here) Surface Mail By Air sition an appointed or elected post Administrators in Boise, Idaho, col-
hm-8 —- USA 0 $52 iS now under consideration lapsed last summer (Bl, Aug 29,
s H . Canada 0$66 [3 $102 E th t PR 1983
inil..1.LIN22/1/1i/l 151 Bermuda (Air on/y) os 97 Wi"%;”S"(;’;’éct:d”:;t::::;‘:j;‘\’/’;er "o) day they had "
. . . 0$ 96 ne day they had coverage the
Euro pe/M iddle Egﬁ]te,(fégl&'] QJQJY, Rates on request director of the Department of Reg- next day it was gone, to the great

Elnew subscnption El renewal r] payment endosed ulatory Agencies embarrassment of some over-trust-

0 bill me Ob,11 company ing agents," the bulletin points out
Llablllty ||m|tS In the wake of this calamity, the
name (please pnnt) state enacted legislation last year
SACRAMENTO, Calif -The that makes all health care plans
California Senate has passed a bill subject to the authority of the state

1 J--42% TEE7 . . .
by a 28-3 vote to modify a contro- Insurance commissioner unless the

company versial legal rule that apportions 11- plan's administrator can show that
ability for negligent conduct the plan is regulated by another

*Z='SE nature of business Under current California law, a state or federal agency
defendant m a multidefendant situ- METs established and main-
___il /_7 E] business or E] home address ation can be held liable for the en- tamed by third-party administra-
B tire damages suffered by a plaintiff, tors and marketed to employers
city state/country zip/postal code even though the defendant is only that have no common interests

1o X
E] Please send informaten on your special 20%-off group rate partly to blame other than the coverage itself are
for five or more subsonptions S B 575, sponsored by Sen John not qualified employee benefit
0 | prefer nct to receive Information or advertsing by mall from Foran, D-San Francisco, would plans under the Emp|oyee Retire-
companies not ambated with Crain Communications . . ' . .

o Mall to. Business insurance limit a defendant's responsibility ment Income Security Act of 1974
Circulation Dept 740 Rush Street Chicago, IL 60611 Paa for non-economic losses-including and are subject to all state laws and

pain and suffering-to the percent- regulations, says the bulletin
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ver RIMS, 205 E 42nd St, New York, NY 10017, MARCH 27-30 1984 Risk Management and In- Spring Educational conference in New York,
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York, July 17 m San Francisco, Aug 7 in San Eighth Annual conference m Chicago, sponsored A 1. Long Grove. Il 60049 tamment seminar m Portland, Ore, sponsored by Security Institute Educational Resource Center,
Diego Health Research Institute, 49 Quail Court, by the National Institute for Management Re the International Foundation of Employee Benefit Department ERC, 43 Boston Post Road, North-
Suite 200, Walnut Creek, Calif 94596 search, $595, group discounts available Also May MARCH 19-23 Industrial Ventilation course m Plans, $140 for members, $165 for non-members borough, Mass 01532, 617-845-5050

9-11 in New York, July 9-11 in Washington Na Los Angeles, sponsored by the University of Also March 29 in Los Angeles, June 6 m St Paul,
MARCH 13 Risk Financing & Captives brief- tional Institute for Management Research, De Southern Cahfornia, $650 University of Southern Minn , June 7 m Rosemont, 111, Sept 6 m Boston, APRIL 9-12 Inspector Training seminar in
ing in Bermuda, sponsored by Risk Planning partment K-FISCHICAGO123456, PO Box 3727, Callfornia. Institute of Safety and Systems Man- Sept lin Tarrytown, NY. Sept 17 m Dearborn, Houston, sponsored by the International Safety
Group, $250 Risk Planning Group Inc, 722 Post Santa Monica, Calif 90403, 213-450-0500 agement. Office of Extension and In Service Pro- Mich, Sept 18 m Cleveland, and Sept 19 in St Academy. $490 International Safety Academy,
Road, Darten, Conn 06820, 203-655-9791 grams, Los Angeles, Calif 90089, 213 743- Louis IFEBP, 18700 W Bluemound Road, P O 1600 Arch St ,PL Box 8527, Philadelphia, Pa

MARCH 14-16 Petroleum Insurance confer- 6523/6524 Box 69, Brookfield, Wis 53005, 414-786-6700 19101,1-800 231-3147 or 215-241-5800

MARCH 13 Risk Management Information ence m New Orleans, sponsored by the Profe:-

Systems conference m St Louis, sponsored by sional Development Institute, $395 Melhra MARCH 19-23 Fundamentals of Hygiene MARCH 29-30 Introduction to Communica- APRIL 9-12 Seventh Annual Conference on

Corporate Systems, $50 Matt Davis, Corporate Mahan or Genevieve Mehan, Professional Devel Monitoring course in Long Grove, lll, sponscred tions Safety seminar in New York, sponsored by Prevention, Behavior. Cleanup of Spills and
Systems, Box 31780, Amarillo, Texas 79120, 806- opment Institute, North Texas State University, by National Loss Control Service Corp, $490, the Computer Security Institute, $545 for mem- Waste Sltes sponsored by the Bureau of Explo-
376-4223 P 0 Box 13288, Denton, Texas 76203-3288, 817- group discounts available Also May 14-18. Sept. bers, $575 for non-members, group discounts sives, the Chemical Manufacturers Assn , the U S

565-3344 or 800-433-5676 1044, Nov 12-16 in Long Grove, lll John Gdris, available Also June 21-22 in Atlanta Computer Coast Guard and the U S Environmental Protec-
MARCH 13-14 Auditing Techniques and Con- Industrial Hygiene, National Loss Control Service Security Institute Educational Resource Center, tion Agency.$200. $150 for early registration 1984
duet semnar in Hartford. Conn, sponsored by the MARCH 15-16 Longshoremen's and Harbor Corp, Long Grove. Il 60049, 312-540-2026 Department ERC, 43 Boston Post Road, North- Hazardous Material Spills Conference, 1629 K St
Premium Audit Advisory Service of the Ameri- Workers' Compensation Act advanced semin<ir borough, Mass 01532, 617-845 5050 N W, Suite 700, Washington, D C 20006, 202-887
can Insurance Services Group, $90 Also April 10- in Seattle, sponsored by Shepard & Associates, in MARCH 20 Product Liability and the Engi- 1209

11 in Atlanta, June 19-20 in St Louis Faye E coordination with the U S Department of Labor, neering Executive workshop in Madison. Wis, MARCH 30 Right to Know lllinois Toxic
Stiles, Premium Audht Advisory Service, Amert- $95 Shepard & Associates, PO Box 60066, Seattle, sponsored by the University of Wisconsin, $295 Substances Disclosure Actor 1983 conference in APRIL 9-13 Advanced Instruction in Retire-

can Insurance Services Group, 85 John St, New Wash 98160,206 542-1535 Richard A Molt, Eng,neering Department, Unt- Chicago, sponsored by the lllinois State Chamber ment Plans for Bank Trust Personnel seminar
York, N Y 10038, 212-669-0511 versity of Wisconsin-Extention, 432 N Lake St, of Commerce, $80 for members, $120 for non- in Winston-Salem, NC, sponsored by Booke &

MARCH 15-16 Quantitative Techniques for Madison. Wis 53706. 608-263-4712 members Also, April 10 m Chicago, Apnl 11 in Co, $775 Also Sept 24-28 In Winston-Salem
MARCH 13-14 Health Care Cost Containment Risk Management course in San Francisco, Springfield, Il lllinois State Chamber of Com- Booke & Co, PO Box 66, Winston-Salem, NC

workshop in Atlanta, sponsored by the Health Re- sponsored by The College of insurance, $485 Also MARCH 22-23 Self-Funding Your Employee merce, Center for Business Management. 20 N 27102, 919-748-1120
search Institute, $395 Also April 940 m Boston, April 5-6 in Toronto Property-Liability Insur. Benefits course in New York, sponsored by Wacker Drive, Chicago, 111 60606. 312-372-7373

May 21-22 in Chicago, June 11-12 m New York, ance Division, The College of Insurance, 123 Wil American Management Assns, $620 for members, APRIL 9-13 Loss Control Management semi-

July 16-17 in San Francisco, Aug 6-7 in San ham St,New York,NY 10038, 212-962-4111 $715 for non-members Also April 5-6 in Chicago, APRIL 1-6 22nd Annual Risk & Insurance nar in Atlanta, sponsored by the International

Diego Health Research Institute, 49 Quail Court, May 74 m Los Angeles American Management Management Society conference m New York, Loss Control Institute, $625 Richard Jump. Inter-

Suite 200, Walnut Creek, Calif 94596 MARCH 18-21 1984 Corporate Benefits Man- Assns, 135 W 50th St, New York, N Y 10020, $520 for members, $620 for non-members RIMS national Loss Control Institute, PO Box 345, Lo
agement conference in Palm Springs, Fla, spor. 518-891-1500 Conference Department, 205 E 42nd St, New ganville, Ga 30249, 800-544-6001, 404-466-6001

MARCH 13-15 Reasoning Reinsurance seminar sored by the International Foundation of Em- York, N'Y 10017, 212-286-9292 )

in Irving, Texas, sponsored by the University of ployee Benefit Plans, $500 for members, $575 for MARCH 25-28 National Assn of Independent APRIL 12-13 1984 National Workers Compen-

Dallas, $475 Professor Bruce Evans, Reinsurance non-members Also July 1548 m McAfee, NJ, Insurers 30th Annual workshop in Salt Like APRIL 2-3 Industrial Hygiene and Safety Ap- sation seminar m Atlantic City, NJ, sponsored
Management Institute, University of Dallas, Irv- Dee M m Miami IFEBP, PO Box 69, Brookheld, City, $125 for members, $275 for non-members plications of Microcomputers course in Los An- by Workers' Compensation Monthly. $195 Work- ,

Ing, Texas 75061, 214-721-5360 or 214-721-5299 Wis 53005, 414-786-6700 Charles J Lorenz, NAII, 2600 River Road, Des geles, sponsored by the Un:versity of Southern ers' Compensation Monthly, Box 829. East Fat-
Flames, Il 60018, 312-297-7800 California, $375 University of Southern Califor- mouth, Mass 02536

MARCH 14 Advanced Post-Graduate” Cost MARCH 19-20 Computer Litigation 1984 prc- nia, Institute of Safety and Systems Management,

Containment workshop in Atlanta, sponsored by gram in San Francisco, sponsored by the Practis- MARCH 26-27 Flexible Compensation for Office of Extension and In-Service Programs, Los APRIL 18-20 End Crisis Management Design-

the Health Research Institute, $195 Also Apnl 11 ing Law Institute, $375 Practising Law Institute, Hospitals. Universities and Public Sector Em- Angeles, Calif 90089. 213-743-6523/6524 ing and Managing an In-House Retirement

in Boston, May 23 m Chicago, June 13 m New Department KSC, 810 Seventh Ave, New York, ployers seminar in Washinton, sponsored by the Planning Program workshop m St Louis, spon-

York, July 18 m San Francisco, Aug 8 in San N Y 10019, 212-765-5700 Employers Council on Flexible Compensation, APRIL 3 Surety Claims '84. Contract Bond sored by Retirement Advisors, $425, discounts for

Diego Health Research Institute, 49 Quail Court, $350 Margaret Shemo, Employers Councll on Claims-"The Options" conference m Chicago, early registration Also May 1648 m New York,

Suite 200, Walnut Creek, Calif 94596, 415-676- MARCH 19-20 Reinsurance m the 198()s Bur Flexible Compensation, 1700 Pennsylvania Ave sponsored by CMA Consulting Group. $295 Ar- June 20-22 in Chicago, Oct. 17-19 m Ft Lauder-

2320 ing, Pricing and Negotiating semnar in New NW, Suite 600, Washington, DC 20006, 202-393- lene D Brower, CMA Consulting Group, 170 E date, Nov 28-30 m Dallas Miriam Nacmante, Re-
York, sponsored by Executive Enterprises, $65[, 1728 Hanover Ave, Box 2287R, Morristown, N J 07960, tirement Advisors, 919 Third Ave, New York,

MARCH 14 Health Improvement/Prevention $575 for subsequent registrants Christine Wan- 201-267-7171 N Y 10022,212-421-2400

workshop in Atlanta, sponsored by the Health Re- akas, Executive Enterprises, 33 W 60th St, New MARCH 26-27 New Profit Opportunities for

search Institute, $195 Also April 11 in Boston, York, N Y 10023 Banks in Insurance Business conference m APRIL H 14th Annual Employee Benefits m- The Datebook is compiled from notices sent to

May 23 in Chicago, June 13 m New York, July 18 New York, sponsored by Executive Enterprises, stitute m New York, sponsored by the Practising Business Insurance Nottces should be sent at least

m San Francisco, Aug 8 m San Diego Health Re- MARCH 19-21 Advanced Safety Management $650, $575 for additional registrants Christine Law Institute, $350 Nancy B Hinman, Practising eight weeks m advance to Datebook, Business In-
search Institute, 49 Quail Court. Suite 200, Walnut seminar m Atlanta, sponsored by the International Wanakas, Executive Enterprises, 33 W 60th St, Law Institute, 810 Seventh Ave, New York, N Y surance, 740 N Rush St, Chicago. m 6061 1 Bus:-

Creek. Calif 94596, 415-676-2320 Loss Control Institute, $350 Richard Jump, Inter. New York. N Y 10023 10019, 212-765-5700 ness Insurance reserves the nght to select meet-
national Loss Control Institute, P O Box 345, Lo ings of most mterest to its readers and cannot

MARCH 14 Hospital Trustee workshop m At- ganville, Ga 30249, 800-544-6001 or 404-466-2208 MARCH 26-28 Evaluating Security Software APRIL 5-7 Insurance Consultants Society guarantee that notices will be printed

lanta, sponsored by Health Research Institute, Choosing the Right Package seminar in New

$195 Also April 11 m Boston, May 23 in Chicago, MARCH 19-21 Basic Safety Management semi- York, sponsored by the Computer Security Instl-
June 13 m New York, July 18 in San Francisco, nar m Houston, sponsored by the International tute, $750 for members, $795 for non-members,

Aug 8 in San Diego. Health Research Inst:lute, 49 Safety Academy, $425 Also April 30-May 2 m group discounts available Computer Security In Crawford Mortenson, CPCU

Quail Court, Suite 200, Walnut Creek, Calif 94596, Philadelphia International Safety Academy, 1600 stitute Education Resource Center, Department ) )

415-676-2320 Arch St, PO Box 8527, Philadelphia, Pa 19101, ERC, 43 Boston Post Road, Northborough. Mass begins his second 50 years
800-231-3147 or 215-241-5800 01532.617-845-5050 i th Casualt Property Indust

MARCH 14 Risk Management Information n e y’ p y ry

Systems conference m Kansas City, Mo, spon- MARCH 19-21 Human Resources conference ir MARCH 26-28 Principles and Practices of In- on February 11, 1984

sored by Corporate Systems, $50 Matt Davis, Cor- Boston, sponsored by the American Managemen, surance Buying seminar in Chicago. sponsored
porate Systems, Box 31780, Amarillo, Texas 79120, Assns, $525 for members, $595 for non-members by American Management Assns, $695 for mem-

806-376-4223 group discounts available American Management bers, $800 for non-members Also June 11-13 m Congratulations Crawford
Assns, 135 W 50th St, New York N Y 10020 New York and Dallas American Management .

MARCH 14 Third-Party Administrator work- 518-891-1500 Assns, 135 W 50th St, New York, N Y 10020, You're a real pro!

shop in Atlanta, sponsored by the Health Research 518-891-1500

Institute, $395, $195 for subsequent registrants MARCH 19-21 Society of Fire Protection Engi- Emmet & Chandler

Also April 11 m Boston, May 23 m Chicago, June neers annual symposium in Leesburg, Va , $375 MARCH 26-30 Respiratory Protection course

13 in New York, July 18 m San Francisco, Aug 8 Marianne Casey, Society of Fire Protection Engi in Los Angeles, sponsored by the University of Corporate Insurance Brokers

m San Diego Health Research Institute, 49 Quail neers, 60 Batterymarch St, Boston, Mass 02110 Southern Califorria. $750 University of Southern

Court, Suite 200, Walnut Creek, Calif 94596, 415- 617-482-0686 Cahforria, Institute of Safety and Systems Man- 1800 Avenue of the Stars

676-2320 agement, Office of Extension and In-Service Pro-

MARCH 19-21 Techniques of Risk Manage grams, Los Angeles. Calif 90089, 213-743- Los Angeles, California 90067

MARCH 1446 Eighth International Captive ment seminar m Chicago. sponsored by the Risk 6523/6524

Insurance and Reinsurance forum in Bermuda, & Insurance Management Society, $445 for mem-

sponsored by Risk Planning Group, $675, $600 for ben, $545 for non-members Also June 6-8 m New -
subsequent registrants from same company Risk York, Sept 1042 m Toronto, Dec 1042 in Den-

Missouri retailers set up Listen To Experience:

29 Specialists in Risk Management, Oil & Gas, Accounting, Disaster Control,

Self_l nSU red CO' l |p pOOI Blow-Out Claims, Selecting A Broker/Consultant, Maritime Exposures.

JEFFERSON CITY, Mo -More The retailers’ self-insurance fund
than 80 retail businesses in Mis- filed for the maximum 15% devia- 5th Annual
souri are joining to self-insure their tion, which was granted by the
workers compensation risks, hop- workers compensation division of Pet I"O I e U m
ing to cut at least 15%-and perhaps the state Department of Labor and
as much as 35%-from their annual Industrial Relations The fund re- I n S u r-a n Ce

work comp costs ports annual premiums of more
The Missouri Retailers Assn Self than $375,000

Insurers Fund IS the eighth self-in- "But (the fund) is also a dividend 64 CO nfe rence

surance pool in Missouri under a plan,” Mr Pearl explained The

law that has allowed such arrange- amount of the return of premium is March 14-16,1984
ments since July 1, 1982 The fund based on the overall profitability of Marriott Hotel, New Orleans, Louisiana
was established Jan 1 the fund and the safety record of

"Retailers historically have had each individual member, he said R
low loss ratios, so thejcan really TMembers with No losses will re- FOR: Operators, Producers, Service
benefit from a plan such as this," ceive a higher dividend," he said ! Contractors, Agents, Brokers, Risk Managers,
said Tom Pearl, branch manager of To receive a dividend, a retailer and serious Industry Investors.
the Jefferson City office of Summit must still be a member of the fund
Consulting Inc, an administrator of at the time the dividend is de- FOR MORE INFORMATION CALL:
self-insurance pools based in Lake- clared This provision differs from PDI Conference Center
Iahd, Fl'a The firm admlnlsters. ti‘re a model law adopted by the N.a- 1 || North Texas State University
Missouri program, as well as simi- tional Assn of Insurance Commis-
lar programs in Florida, Georgia sioners in December, which would p P.O. Box 13288
and Louisiana not require an employer to remain Denton, Texas 76203-3288

Pool members pay an annual a member of.a work comp pool in
premium based on payroll, Just as order to receive a refund (BI, Dec TOLL FREE OUTSIDE TEXAS 800-433-5676
they would for-commercial insur- 12,1983) D/FW M ETRO 267-5671 (81 7) 565.3344
ance But, under Missouri law, pool Based on self-insurance work
members may be allowed to de- comp funds administered by Sum-
viate up to 15% from rates filed by mit in other states, annual divi- Presented by Self Insurance Resource, Inc of Dallas &
the National Council on Compen- dends can be as much as 20% to Professional Development Instituterof North Texas State University

sation Insurance 30%, Mr Pearl said
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Most hospitals offer alternative services

Crain News Service

Most hospital administrators re-
sponding to a recent survey say
they are offering some form of al-
ternative health care service, in-
cluding home health care, wellness
or occupational health services.

And, most of the administrators
also anticipate a greater role for al-
ternative delivery systems, like
health maintenance organizations
and preferred provider organiza-

tions.

The survey of 449 administrators
-conducted for Modern Health-
care magazine by National Re-
search Corp., a.Lincoln, Neb., mar-
ket research firm-indicates that
many administrators are attuned to
consumers' cost-control demands.

For instance, three-quarters of
the surveyed hospitals now offer
some some type of alternative care
service and another 15% are plan-
ning to offer such services by July.

Large hospitals are more likely
to offer alternative health care ser-
vices than smaller institutions. All
hospitals with 500 or more beds
that were surveyed either cur-

rently offer or plan to offer some
form of alternative health care ser-

vice in the near future.

More hospitals offer home health
care-or have affiliations with
other providers to offer home care
-than any other type of alterna-
tive service. One-quarter of the
surveyed hospitals provide home
care and another 33% plan to offer
the service by the end of July.

Hospitals with more than 100
beds are more likely to offer these
services. For instance, 69% of sur-
veyed hospitals with 300 to 499 beds
either offer or plan to offer home
health care this year.

About 20% of the surveyed hospi-
tals are operating wellness centers.
Again, a hospitals with more than
200 beds are more likely to operate
the centers, with 44% of the hospi-
tals with more than 500 beds offer-
ing the services.

The proportion of respondents
now offering occupational health
services parallels hospitals' in-
volvement in wellness activities,
with 43% now offering or planning
to offer occupational services.

Occupational and wellness ser-
vices often go hand-in-hand, being
offered as a package by hospitals to
employers. However, the Abodern
Healthcare survey shows that more
hospitals are interested in devel-
oping occupational health pro-
grams than wellness programs.

Typically, hospitals with more
than 200 beds are offering or plan-
ning to offer occupational health
programs, with 68% of the hospitals
with more than 500 beds currently

offering or developing services in
this area.

More than a third of the sur-
veyed respondents offer birthing
services, again with larger hospitals
more likely to offer the option.
Among hospitals with more than
500 beds, 44% have birthing centers
and 20% plan to develop them.

Freestanding primary care cen-
ters are being operated by 21% of
the hospitals surveyed. The per-
centage of surveyed hospitals
operating primary care centers is

RIMS renames

placement service

NEW YORK-The Risk & Insur-
ance Management Society has
changed the name of its Executive

Referral Committee to the Execu-

tive Counseling and Placement
Service.

The service provides career
counseling, helps employers recruit
risk managers and helps risk man-
agers looking for new positions.

For information call Hillary Le-
vine at 212-286-929=2. .

double the percentage of those of-
fering urgent care centers.

Among other types of alternative
health services:

* 21% of the surveyed hospitals
are offering rehabilitation,services.

- 20% offer alcohol treatment
centers.

* 19% of all hospitals, and 36% of
those with more than 500 beds,
offer nursing home services.

= 14% offer freestanding surgi-
cal centers.

Besides showing their support for
alternative health services, most of

the hospital administrators sur-
veyed believe that alternative de-
livery systems-like health main-
tenance organizations and pre-
ferred provider organizations-will
someday be a significant force in
the health care market.

However, most respondents pre-
diet that only 1% to 10% of the em-
ployed residents in their areas will
belong to an alternative system by
1987.

The larger the hospital, the
greater the percentage of adminis-
trators who believe that people in

iomorrow is here.

Let us help you get

yourshareofit ...
TODAY.

The sky is the limit

because

Royal

Responds

their areas will belong to HMOs or
PPOs. Also, administrators at
larger hospitals predict a larger
proportion of people will join such
organizations.

For instance, among administra-
tors at hospitals with more than 500
beds, 40% believe that at least 20%
of the employed people in their
areas will belong to an HMO or
PPO by 1987; 15% believe between
21% and 40% will belong; and 12%
predict membership of at least 40%.

Among all survey respondents,
45% believe a new PPO or HMO

will be established in their service
area within the next year. Hospital

administrators in the West and

Midwest predict the greatest influx
of PPOs and HMOs.

Among administrators at hospi-
tals with more than 500 beds, 75%
are expecting new PPO or HMO
developments within the next year.

Copies Of the Modern Healthcare
survey are available for $50 from
William C. Jackson, Vp, National
Research Corp., 300 S. 17th St., Lin-
coln, Neb. 68508; 402-475-2525.

A recognized leader with extensive

worldwide operations and financial
resources, Royal Insurance has a long
and proud history in the U.S. of fair
dealings with its agents and policy-
holders. Staffed by professionals

whose only business is insurance, our
people make decisions at the local
level and are keenly aware of producer
needs. We are a growth-oriented
company that considers itself a winner,
and we encourage agency representa-

tion of equal calibre that best serves
our mutual interests. Today's chal-

lenges are tomorrow's opportuni-
ties... and tomorrow is here at

Royal Insurance.
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By STACY SHAPIRO

LONDON-Six Lloyd's of Lon-
don underwriting agencies owned
by Lloyd's broker Bellew Parry &
Raven (Holdings) Ltd. are the tar-
gets of Lloyd's latest investigation.

Last week, Lloyd's appointed Sir
Edward Singleton, former presi-
dent of the British Law Society, to
study the reinsurance activities of
the six agencies:

- Bellew & Raven (Under-
writing Agencies) Ltd.

- K.F. Alder (Underwriting

"Agency Automation and

- Company Interface are two of
the more important issues fac-

ing the insurance industry

choice is yours."

John D. Kempter, Vice Presiden/-£DP

"Our commitment to our pro-

1t s setad

capabili-
* ties and producer-support pro-

4 grams..that kesniou ahead of

m

dimewsion, marketi

today. Whether you're thinking
of purchasing, financing and/or
linking your software systems,
we've got the answers. The

london line

Agency) Ltd.

- A.R.E. Chamber Under-
writing Agency Ltd.

= Coucher Underwriting
Agency Ltd.

» Haynes & Clack Underwriting
Agencies Ltd.

» R.P. Milligan (Underwriting
Agencies) Ltd.

Lloyd's wants to know if any of
the 18 syndicates managed by the

"Aggressive, determined,
motivated... appropriate
descriptions for our new RAMS
International Division. We've

- - combired-bodes-and-machine

departments with ocean
marine and international

departments to give you a sin-

agencies placed reinsurance
directly or indirectly with com-
panies controlled by Bellew Parry
& Raven directors, their associates
or their families. Lloyd's is also in-
vestigating if employees of these
agencies have had interests in any
of the reinsurers the syndicates

Sir Edward will look specifically
at premiums and claims that

gle source for these products,

as well as better service. "
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Lloyd's probing six underwriting agencies

flowed directly or indirectly via re-
insurance to companies controlled
by the group's directors, A.H.B.
Gratton-Bellew, J.R. Parry and
F.C. Raven, or by their associates
or families, Lloyd's said.

A Lloyd's spokesman said the
new inquiry arises from an earlier
investigation into Lloyd's under-
writing agent Brooks & Dooley
(Underwriting) Ltd. and two of its
executives, who had links with
Bermuda-based Fidentia Marine
Insurance Co.

The executives, underwriters

"Sometimes a risk comes
along that is attractive but may
prove difficult to place. We'd
like to help. With our new
,.1 Excess and Special Risks Divi-
sion we can'give you both the
-1,0- market and capacity you need.
And perhaps other profit oppor-
tunities you hadn't thought of."

John E. Amico, Vice President-Reinsurance

Excess & Surplus Lines | Risk Management

Warren P. No\\,Vice President-RAMS International

Blaine A. Borkmpo, Vice President-Marketing

Royal

7=\

150 William Street,
'V-, New York, NY. 10038

Insurance

For more information, contact the Royal Insurance office nearest you.

Raymond Brooks and Terence
Dooley, are facing charges at
Lloyd's (BI, Jan. 9) for improperly
channeling large sums of syndi-
cated funds through reinsurance
contracts to Fidentia.

Among the people involved in
the latest investigation is Edward
Nelson, a former Lloyd's Commit-
tee member and chairman of K.F.
Alder, who says he is astonished by
the new inquiry.

"l do not know what is happen-
ing,
only told about this the day the no-
tice went up the board in the
Lloyd's underwriting room."

says Mr. Nelson. "We were

Warranty coverage

More than 130,000 policyholders
who bought extended warranty in-
surance policies for th@ir electrical
appliances may have to pay claims
themselves because the insurers are
now defunct.

The insurers were not authorized
by the Department of Trade and
Industry to cover extended war-
ranty risks. Therefore, policyhold-
ers will not be covered under the
1975 Policyholders Protection Act,
which requires that all London in-
surers pay polieyholders for their
losses in the event of an insurer's
collapse-but only if the insurer is
authorized.

Two weeks ago, the British High
Court granted the department's re-
quest to liquidate Cavelier Insur-
ance Co. Ltd. and Universal Guar-
antee Insurance Agency Ltd.

The department shut them down
because Cavelier, an authorized
property insurer, was not author-
ized to underwrite extended war-
ranties. Universal Guarantee was
not authorized to insure any line,
nor was its parent company, Uni-
versal Guarantee Assurance Assur-

ance Co. Ltd. in New Zealand.
Both companies last year ac-
cepted extended warranty insur-
ance business from Multi-Guaran-
tee Ltd. after Lloyd's of London
disputed the validity of the policies,
said a Department of Trade spokes-
woman. Cavelier alone wrote more
than 130,000 policies, she said.
Lloyd's disputed the extended
warranties insurance policies, mar-
keted by Multi-Guarantee, because
it believed they were altered. A
Lloyd's investigation into the mat-
ter continues, and the market has
since set up a fund to pay any valid
claims (Bl, March 21, 1983).
Multi-Guarantee, which denied
altering the policies, closed last year.

Defunct insurers

Business is thriving for com-
panies that specialize in running
off insurance business.

As the London market tightens,
more companies are closing their
insurance operations. And, they
need someone to look after the ad-
ministration of claims and recovery
of any premiums, one insurer says.

"It is a growth area, which is a
sad thing to say," said Chris Keel-
ing, executive director of corporate
management for English & Ameri-
can Insurance Co.

Usually, insurers that go out of
business suffer from poor under-
writing results, with losses alone
topping 130%, said Mr. Keeling.
Sometimes, too, poor management
and improperly maintained records
contribute to disaster.

English & American is offering
runoff services to insurers that are
closing their London offices.

"We will offer whatever service
the claim wants," Mr.Keeling said,
"and we will go in and pick up the
files, look for receipts of cash and
payment of claims.” English &
American, however, will handle
claims only for companies that
have sufficient reserves to meet
o e— > = _ —



91984 Wang Laboratories, Inc.

66When you're talking
about putting sophis-
ticated computer
systems in the hands
ofnon-computer
users,you're talking
aboutaheavy training
commitment. And |
don'tmeanabunch

of ten-pound user
manualsandasee-

you-later.Alotof
computer companies
forget that:'

Wang doesn't.

Because while other computer
companies are just getting their foot
in the office automation door, Wang
has been there.

From day one.

And from the beginning, Wang
people have made support and
service their number one priority.

The Office Automation ComputerPeople.
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HEALTH CLAIMS AUDITS

Reviews can turn up errors and, sometimes, savings

By Robert H. Booz

66 I anything in such situations.

And remember, health
insurance generally pays
for the entire OB care, even
11 if the garbage man delivers
the baby."
Medical Economics magazine published

HAVE NEVER deducted

this response of a physician consultant to
another physician's question about how to
adjust his fee when the patient had her
baby in a police car en route to the
hospital. The questioning physician wrote,
"By the time | was notified and got to the
hospital, it was all over.”

What chance does your health insurer
or claim administrator have of detecting
and reducing payment in a similar
situation?

According to studies of claims paid by
more than 15 group health insurers or
claim administrators for more than 20
group health insurance programs,
detection is virtually impossible.

Audits of health claims processing
programs show that error rates, in terms of
dollars paid, average 3.7% and run as high
as 14%. These startling dollar errors are
often combined with a large number of
procedural errors, which could lead to
other dollar errors.

These health claims audits were
performed on major insurers or
third-party administrators; some even had
dedicated service units for the account
being reviewed.

When thinking about a health claims
audit, employers ask why they should
audit their group health insurance
programs. How is the audit performed?
What kind 6f errors are found? How can
errors be prevented? What are the benefits
of audits to employers?

The reasons an employer should have a
health claims audit include:

- Concern about the company's
controls and those in effect at the insurer
or third-party administrator.

« Concern about the appropriateness of
health coverage offered to employees.

« Recognition that health care costs,
although alarmingly high, are no longer
viewed as uncontrollable.

 Recognition that errors are made and
a desire to quantify those errors.

Some audits involve special segments of
the group health insurance package, such
as independent review and verification of
hospital bills. Other audits encompass the
entire health insurance payment
mechanism, including individual claims
review, regardless of source or payee.

While these reasons are valid, their

importance increases even more when

Robert H. Booz= is an

audit manager at Arthur
Young & Co. in Chicago.

combined with the concern of many
employers that the claims audit should be
conducted to improve overall internal
controls.

The use of a third-party administrator
allows the administrator to issue checks
from the employer's account. Many
companies view a regular group health
claim audit as a necessary part of overall
management responsibility. Symptomatic
of the need for claims auditing are typical
problems such as:

» Rapidly rising and unexplained
health insurance costs.

« Detection of errors through
day-to-day operations.

« Unusual and unexplained
fluctuations in reported
payments/reserves.

< Sudden increases in new claims.

* Increased or markedly decreased
employee complaints concerning claims
with inadequate or ambiguous answers
from the third-party administrator.

Translating concerns about health care
costs into action to review claims can be a
long process. Often, there is the
unnecessary fear that a special
relationship between the insured and the
insurer or third-party administrator may
be broken.

Once an employer decides to proceed
with a health claims audit, the auditor
works with it and the insurer or
administrator to establish a statistically
accurate sample of claims.

An auditor's proprietary software tests
the dollars paid instead of individual
claims documents per se. Non-essential
procedural errors and small-dollar errors
can be separately evaluated. Using
statistically proven and tested
methodologies, individual error rates on
claims are extrapolated to the universe of
all dollars paid.

This evaluation aids client

understanding of the kinds of errors made

and their financial effect.

Our experience indicates that the most

- Lack of support for payments made
in excess of "reasonable and customary"
charges.

« Services are not applicable to the
illness.

= Incorrect deductible calculations or
applications are made.

< Math and clerical errors appear.

* Duplicate payments are made.

* There is a failure to recognize
coordination-of-benefits payments.

» Medicare complimentary calculations
are made incorrectly.

* There is a failure to recognize and
pursue subrogation of benefits.

- Payment is made under the wrong
benefit plan or program.

- Eligibility and effective date errors
appear.

 There is inadequate support for
payments made. -.

In more than 20 claim audits performed
by our firm during the last two years,
46.5% of claims dollars paid in error were

due to payment of non-covered or

duplicate services. Incorrect payment of
covered services comprised 24% of the
errors. Coordination-of-benefit or
subrogation errors or failure to pursue
these savings comprised 10.5% of payments
made in error. Simple math or clerical
errors resulted in a mispayment of 7.7% of
claim dollars.

Details of a composite of two recently
completed audits, show where errors were
detected. Based on those audits, the
estimate of total payment errors for those
318 claims is approximately $446,100 or
4.84% of total claims dollars paid (see
chart). With a 95% confidence rating, the
amount of overpayments ranges from
$176,400 to $999,300.

There are other errors frequently made
in handling health claims. Another
common error involves the misuse of
employee eligibility information.

Many times, the employer, not the
insurer, is at fault for not reporting
terminations, additions, coordination of
benefits or subrogation information. When
this information is reported, it should be
used.

Employers do not react well to reporting
monthly dependent data only to find that
their claims are paid solely by contract
type and not according to the eligibility of
the dependent in question.

Another frequent error, payment for

Continued on next page

Health claims audit findings

.......... Sample Corp.
________ Minimum Premium Inc.

--------- Year ending Dec. 31. 1982

Number of claims paid during period: . . . 34.700

Total dollars paid during period:....... $9.202.000

Number of claims sampled: . . ... ....... 318
Number

Payment errors

Hospital charges exceeded
negotiated room rate.

Services relating to
workers compensation case.

Accident-related services
not pursued for potential
subrogation of benefits.

Medical procedures billed

in error.

Payment for personal items
while hospitalized.

Payment for apparent cosmetic
surgery.

Errors, including duplicate
payments and non-covered
service payments.

Subtotal of known payment errors. 50

Coordination of benefits not

investigated or pursued despite
previous or subsequent COB

recoveries for that individual.

Total of known payment errors.

Procedural errors

Files not available for review.

Payment reasons not documented

or otherwise established;
eligibility file and other
midcellaneous procedural errors.

Source: Arthur Young & Co.

of claims Overpayments

9 $H 4. 5022. 00

1 3.594.19

7 47.001.50

4 598.60

15 74.84

| =1
2 — 4.192.10 ,

12 3.278.54
$63.248.77

778 $190.588.07

828 $253.836.84

Number

of claims Overpayments
6 $35.891.25
165
171 $35.891.25

*No known dollar value for procedural errors.
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CALLING A HALT TO FIRES

Insurance incentives would encourage fire-resistant furniture

By Stephen S. Showers
jn the Unite, tates

e sy

Commission to call these materials
"the biggest killer of all the products
under the jurisdiction of the agency."

Mattresses, bedding and upholstered
furniture were involved in 45% of the fatal
fires before 1981 that were reviewed by
the National Bureau of Standards.

The means of reducing these tragic
losses-by new foams and fabrics used in
upholstered furniture and bedding-are
readily available. But, heightened
awareness among businesses and
institutions, as well as insurance rate
incentives, are needed to promote
widespread investment in these life- and
property-saving products.

Estimated property losses from building
fires were about $6 billion in the United
States in 1981, an increase of almost 7%
from 1980.

Institutional facilities, including
hospitals and schools, lost more than $38
million in 1981, up 52% from 1980. It is
apparent that the goal set 10 years ago by
the National Commission on Fire

Prevention to reduce fire losses by 50% has

not been met.

Health claims audits

Continued from previous page
non-covered services, results from both
poor documentation and sloppy handling.
For example, an extensive medical
review is not needed to deny delivery
room charges for a 65-year-old man. Nor
is a hospital report needed to deny
payment for a whole body CAT scan for

a fractured ankle.

When errors are made, research should
be done to find the reason for the
mistakes. Reliance on a data-processing
system is not enough.

For instance, another claims audit
revealed that all dental claims paid in
one year stemmed from an incorrect
computer-based payment calculation. A
faulty data-processing system that goes
unchecked can be disastrous.

The single and most disturbing reason
for errors is a lack of clear, definitive
guidelines for claims processing.
Individual adjuster decisions are often
made in error and these decisions become
precedent-setting. Some of these
potential processing errors include:

+ Ad hoc policies written on scraps of
paper or as notes from telephone
conversations.

+ Inadequate definitions about which
services are to be paid. In one recent
claims audit, nearly every reasonable and
customary allowance calculation was
overpaid; the employer was not aware
that its specific requests or understanding

of what was to be paid were overriden by

Some of the same problems of a decade
ago still exist. Ninety-five cents of every
fire-service dollar is used to extinguish
fires, according to the commission. Only 5
cents is spent on fire prevention,
inspection and public education.

Also, the commission found that
building and product designers were
content to meet minimum standards.
Many assumed that fire codes provided
adequate safety measures rather than

minimum ones.

An article in the Dec. 19, 1983, issue of
Forbes magazine, "Where There's Smoke,
There Are Lawyers," reported a trend for
injured parties to raise "questions of
liability in complex legal squabbles over
whether a building is a product or not."

The article concluded, "Those builders,
manufacturers and landlords who aren't
aware of these legal changes are taking big
risks."

The fire safety problem is two-fold.

First, federal, state and local regulations
have focused on fireproof buildings, not on
building contents, with the belief that a
fireproof building will protect against
fire.

Second, most existing standards are
minimum ones, often based upon results
from small-scale laboratory tests rather
than large-scale testing.

The National Fire Protection Agency

reports, "Fire-resistive structure

the insurer's general operating policy.

* Vague contract language or lack of
application of contract language.

Most-if not all-of these errors were
preventable. And, prevention is far less
costly than attempting to recover money
paid in error.

The process to save health claims

money begins with a cooperative effort

construction is an important life-safety
measure. However, severe fire may occur
in the contents of fire-resistive buildings,
and highly combustible decorations and
interior finish materials may more than
offset the fire safety value of
non-combustible structures.”

Fire protection specialists have noted
that, in general, contents fires present a
greater life-safety hazard to building
occupants than the ignition of the
building. The cause and early stages of
fires are most often traced to building
contents and the interior finish materials.

No matter what the building
construction, a contents fire must be
controlled in order to save lives.

Boston has perhaps the nation's
strongest fire code regulating upholstery
in public buildings. Boston Fire
Department chemist Edward V.
Clougherty explains the code's rationale:
"The control of the contents of a building
is as important a part of the fire safety
program as the construction of the
building. Taken together with the
prevention measures, such as sprinklers,
control of contents is an integral part of an
overall safety plan.

"Control of furnishings, the upholstery,
is the way of keeping the fire small. It
could otherwise lead to a large fire with
loss of life," Mr. Clougherty says.

"The professional liability of designers

and manufacturers also is involved. Not
only business, but also those who supply
business should be concerned,” he adds,
"There are now a number of products on
the market that offer substantially better
fire protection than in past years. This
makes our code enforcement easier to sell.
People are not so limited in the materials
that will do the job."

Although most new buildings are
constructed in accordance with a national
fire code such as the NFPA 101 Life Safety
Code, no national code regulates
upholstered furniture. The federal
mattress standard reflects a safety level
for mattresses based only on their
susceptibility to cigarette ignition, not to
open flame-the major cause of fire in
residences.

Fire safety concern has led some
institutions to test upholstered furniture
and mattresses and to rewrite their
purchasing specifications. In the process,
the need for large-scale tests became
apparent.

For instance, radiant panel tests (where
radiant heat causes the ignition of a
substance) show that a polyurethane foam
chair treated with flame retardants had a
lower flame-spread rating (the rate at
which flame spreads through the material)
than the rating shown by large-scale tests.

Yet, when the same treated chair was

Continued on facing page

can turn up savings

* Improved controls at the employer
and the insurer or third-party

administrator.

- More efficient and cost-effective
administration of health care costs.

* Validation of adequate program
administration.

- Potential financial returns.

I Improved position for the employer

*The single and most disturbing reason for errors is

a lack of clear, definitive guidelines for claims

processing. Individual adjuster decisions are often made
in error and these decisions become precedent-setting.'

between the insurer or third-party
administrator and the employer to
address common problems.

Claims-handling procedures should be
defined and taught to the adjusters.
Internal controls should be reviewed and
tested. Policy decisions must be made.
Precedents must be established on
individual case-by-case decisions
documented in concert with the
employer's wishes.

The benefits of an audit vary from
client to client depending on the extent of
the review and the internal controls
currently in place. These benefits
generally can be expected:

with the insurer or administrator.

- Identification of unusual payment
patterns.

* Specialized computer tests of known
error categories.

« Teaching employer staff claims
audit techniques.

One of the most gratifying results of a
claim audit is the increased
communication between the insurer or
administrator and the employer. We
have seen a number of cases where,
despite some serious processing issues
and errors, the insurer was retained. New

contracts were written to eliminate

ambiguities and responsibilities of the

employer and insurer or administrator

were redefined.

Regardless of audit findings-whether
individual errors are found and
corrective measures sought or no major
errors are found and confidence is
established through testing-the claims
audit serves a worthwhile purpose.

The audit identifies weaknesses, helps
to establish corrective measures and
keeps the employer and the insurer or
administrator on an "equal” footing. Each

becomes more aware of the other's
concerns.

Ultimately, the employee is a
beneficiary of a health claims audit.
Mispayments or inconsistent applications
of policy restrictions are inherently
inequitable. Equality of payment
procedures is one of the best protections
against discrimination litigation. Also,
correct payment procedures may lower

administrative costs and would lower
health insurance costs in both the short
and long run.

Control of self-insured health coverage
requires careful overview. Health claims
audits have become increasingly popular
as health care costs rise and their effect
on the bottom line becomes greater.

Prudent managers should pursue a
health claims audit either with outside
consultants or with their own internal

audit staff. And administrators or

insurers should not be surprised to find
their clients pursuing claims audits.
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tested against an untreated polyurethane
foam chair in large-scale tests, both were
totallyenveloped by fire and sustained

maximum damage. Both chairs gave off an
enormous amount of smoke.

The National Bureau of Standards' Fire
Research Center released data concerning
the rate of heat release and the smoke
generation of major generic materials used
in mattresses. The data, expressed in
subjective units where lower numbers
indicate better fire performance, showed
that:

* Low-smoke neoprene foam had a
heat release rate of 16 to 22 with 0.04 to
0.05 smoke generation.

« Cotton batting was rated at 45 to 119
heat release and 0.02 to 0.36 smoke.

* Polyurethane foams, with and
without flame retardants, were rated at
144 to 187 and 0.33 to 1.97 smoke..

* Polyvinyl chloride foam registered
104 to 239 heat release and 0.87 to 4.46
smoke.

- Styrene butadiene had a rate of 624
on heat release and 9.38 on smoke
generation.

The bureau also stated that the order,
with low-smoke neoprene first and syrene
butadiene last, remained unchanged when
different mattress cover materials were
tested over the cushioning materials.

The test data showed that fire

characteristics of a piece of furniture are

The Perspective section, which is a
forum for readers' opinions, is
compiled and edited by Assistant

Copy Editor Claudette Dampier. She
can be reached at 312-649-5282.

The hazards to which furniture could be exposed will, to a
large extent, determine the type of material that best meets
fire safety requirements. The likelihood of cigarette ignition,
open flames, proximity of combustibles, population density

and liability exposure all play a part in furniture selection.'

normally governed by the cushioning
materials used.

(These and other small-scale test results
do not, by themselves, represent the
performance of any material under actual
fire conditions.)

Of these generic materials, the top
three-low-smoke neoprene, cotton
batting and polyurethane-were tested by
E.l. du Pont de Nemours & Co. at its
large-scale test facilities in Wilmington,
Del.

A simulated institutional room with

common commercial mattresses was used

for testing. Paper placed in a trash can was
ignited and allowed to contact the
bedclothes. The bedclothes then ignited
the mattresses.

When the polyurethane foam mattress
was tested, it was engulfed by flame
within four minutes. After seven minutes,
the test was stopped when the temperature
in the room reached 825 degrees.

The cotton batting mattress treated with
boric acid became fully involved in flame
within 20 minutes and produced a large
amount of smoke.

Finally, the mattress with low-smoke
neoprene foam was tested. In 10 minutes,
only the bedclothes were burning,
producing light smoke in the room. In 15
minutes, the smoke was still minimal. In

25 minutes, the fire was almost out.

In these large-scale tests, the order
remained the same for fire performance
characteristics. Low-smoke neoprene
foam performed best, followed by cotton
batting and polyurethane foam.

Each of the top three materials has
advantages and disadvantages. Most types
of polyurethane foam are inexpensive, but
extremely flammable. Polyurethane has
good physical properties, because it's
comfortable and retains its shape.

Cotton with flame retardants is
slower-burning, but the burning rate can
vary greatly. The burning rate depends on
how much boric acid is added to the cotton
and how well it has been dispersed.
Cotton, however, has poor physical
characteristics.

Large-scale testing shows that
low-smoke neoprene foam has excellent
flame resistance and is ideal for use where
intentional ignition is a factor, such as in
prisons and mental institutions. It is
currently used in many hospitals, most rail
transportation, naval vessels and some
universities. Low-smoke neoprene also has
good physical properties.

The hazards to which furniture could be
exposed will, to a large extent, determine
the type of material that best meets fire
safety requirements. The likelihood of
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cigarette ignition, open flames, the
proximity of combustibles, population
density and liability exposure all play a
part in furniture selection.

Buildings in high-vandalism areas
should be furnished with material made
with low-smoke neoprene foam, which
has good flame resistance. Furniture that
may be subject to accidental ignition
should contain cigarette-resistance
materials.

A primary consideration, of cuurse, is
the cost of fire-resistant furniture.
Fire-safe furnishings can require a slight
increase in investment. Yet, more and
more institutions and businesses are taking
a good look at the fire safety of their
building contents.

Encouragement from the insurance
industry-in the form of reduced fire
insurance rates-could have a significant,
positive impact on the decision to provide
fire-safe furniture.

The insurance industry has a
well-earned reputation for backing and
promoting efforts to save lives and
property. The industry should support the
installation of fire-resistant furnishings
and finishing materials as a major step in
reducing fire-related losses.

This step also deserves the support of
commercial and industrial insurance
buyers to keep lives and assets from going
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Stephen S. Showers is
director of housing and
residence Zife at West
Virginia University in
Morgantown. W.Va.

Mental patient can keep work comp benefits

AbeCause oMot hsaRity aRd ™™
committed to a mental institution did not
lose his right to previously awarded
workers compensation benefits, according
to the Court of Appeals of New York.

Peter Tallini injured his back May 5,
1979, in a work-related accident and was
awarded benefits based on permanent
partial disability. Thereafter, Mr. Tallini
moved back to his native Italy.

He later was arrested for fatally
shooting two people and injuring a third.
An ltalian court acquitted him on the
grounds that he was insane at the time he

committed the acts. The court ordered him

committed to a hospital for the criminally
nsane.

Mr. Tallini's former employer and its
insurer applied to the workers
compensation board for permission to
suspend paying compensation while he
was confined. While the board suspended
payments, an appellate court ordered them
to be continued.

"To penalize a worker who has suffered
a permanent disability solely because he or
she has subsequently been afflicted by
mental illness would in no way further the
goals behind the workers compensation
law," the appellate court said.

Thus, the court held that the
commitment of a worker for treatment of
mental illness should not in itself bar
continued benefits as long as the
work-related disability continued to affect
the former employee. Tallini vs. Martino
and son, Court of Appeals of New York,

legal briefs

March 30, 1983 (BI/04/F.-$5).

Bankers bond violation

A person may exceed his authority
without a dishonest purpose. And,
although the terms of a banker's bond
should be broadly construed, there is no
justification for extending coverage to all
unauthorized acts, a federal court of
appeals ruled.

Rock Island Bank was insured under
two bankers blanket bonds issued by
Aetna Casualty & Surety Co. The bonds
insured the bank against losses resulting
from dishonest or fraudulent acts by
ennployees.

During the policy period, the bank's
president issued seven letters of credit on
behalf of Cortland Silver in amounts that
greatly exceeded his loan authority. In
addition, he had extended the credit
without consulting the loan committee of
the bank.

By July 3, 1970, the amount of
outstanding letters of commitment issued
on behalf of Cortland Silver was more
than $1 million. Cortland Silver declared
bankruptcy and one of the outstanding
letters of credit resulted in a judgment
against the bank for $372,000. Aetna
declined to meet the judgment.

The bank sued Aetna and recovered a
summary judgment of more than $530,000
including attorneys' fees.

The appellate court reversed,
concluding that it was an error for the trial
court to rule for the bank because there
was a question of fact in regard to the
character of the bank president's conduct.

According to the court, willfulness and
an intent to deceive must be present in
order for an employee's actions to be
dishonest or fraudulent. Since there was
no unequivocal evidence here of
deception, the court concluded that it was
necessary for the case to be remanded for
trial. The Rock Island Bank vs. Aetna
Casualty & Surety Co., 7th U.S. Circuit
Court of Appeals, April 28, 1983
(BI/O5/F.-$5).

Work product exclusion

A liability insurer that includes a "work
product" exclusion in its policy was not
liable for damages to the work product of
an insured due to negligent, faulty or
defective workmanship, a Louisiana
appellate court ruled.

The court said that such liability policies
are not performance bonds.

Old River Terminal Co-op contracted
wth Davco Corp. to construct a building.
Industry General Corp. contracted with
Davco to do the engineering design work.

Fireman's Fund Insurance Co. issued a
$2-million performance bond. The co-op
accepted the work as basically completed
on March 15, 1977.

Later, subsidence resulted in substantial
damage to the building and silos. Old
River sued Daveo and Industry General.
The latter, in turn, sued nine insurers that
had issued comprehensive liability or
excess liability policies to Davco and
Industry General during construction and
thereafter. Yet, each of the policies
contained a work product exclusion.

The insurance companies then
requested that the suit against them be
dismissed. The trial court agreed.

On appeal, Daveo claimed that the work
exclusion was intended only to exclude
coverage for losses to products of the
insured where the loss was directly
attributable to the product's own inherent
defects, not to a faulty subsurface survey,
as alleged here.

But, the court said the question here was
what was defective-and the defective
objects were the cracked silos. A liability
policy with a work product exclusion, the
court said, does not insure any obligation
of the policyholder to repair or replace his
own defective work or defective product.
The trial court decision was upheld. Old
River Terminal Co-op vs. Daveo Corp.,
Court of Appeal of Louisiana, March 17,
1983, rehearing denied, May 25, 1983
(sB1/70O01/N-FB5>H.

These abstracts were prepared by Cases
Unlimited Inc. A copy of an entire decision
may be obtained by sending a check for $5
made out to Cases Unlimited to Business
Insurance, 740 N. Rush St., Chicago, Itt.
60611. List the number for each opinion.
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Employers say monitoring service cuts costs

Continued from page 2 physicians to approve treatment program is 75, compared with the IHOP has saved more than 10% employees need to be trained in

and of employers that hire the in- The physicians discuss the need for 120 to 150 admission per 1,000 on its hospital costs since the com- proper Iiftincg procedures, explains
surers to administer their self- hospitalization and agree on an es- workers reported by health insur- pany began working with Cost Lawrence Goelman, Cost Care's

funded plans timated length of stay ers that do not use the program, Care, estimates Patricia J Henslee, president )
Under these arrangements, Cost Benefit managers say this doctor- Cost Care says insurance administrator And a residual benefit of the pro-
Care is paid by the insurer, which to-doctor relationship works well And Cost Care reports the aver- IHOP has worked with Cost Care gram is a greater awareness of

then charges the employer a pre- and, since both individuals are pro- age annual number of bed days per since September 1982, when the health costs among employees,
determined monthly fee The em- fessmnals conflicts are rare At- 1,000 employees it monitors is about restaurant chain decided to try the notes Sunkist's Mr Haberkorn
ployer that works with Cost Care tending physmans are less likely to 324, well below the 650 to 700 re- service on a three-month basis with More and more employees are
through its insurer can benefit extend a patient's stay unnecessar- ported by health insurance com- its Callfornia employees It adopted shedding their "let-the-boss'-insur-
from reduced premium increases ily if they know they are held in panies the program nationwide in Jan- ance-pay" attitude and are becom-
or some other means arranged be- check by a fellow physician, they This performance and Cost uary, 1983 ing cognizant of how the size of
tween the employer and the in- say Care's projections of cutting hospi- e had a miraculous elimina- their contribution to the benefit
surer Emergency admissions must be tal expenses by 11% to 23% has at- tion of people going into the hospi- plan is directly related to the em-
A self-funded employer works reviewed within 48 hours of admis- tracted some major clients through- tal," Ms Henslee recalls of the pilot ployer's costs, he explains

directly with Cost Care benefits sion for the patient to qualify for out the country, though most of period Cost Care's concept of monitor-
through a direct reduction in full benefits Cost Care's current employer eli- When IHOP decided in Decem- mg hospital costs IS the result of ex-
health care costs The savings prob- If employees fall to notify Cost ents are based on the West Coast ber 1982 to change health insurers, perimentation by a former health
ably will be greater than those of Care before their hospital treat- Besides Western Airlines, Bekins "We were so impressed with Cost insurer, Health Maintenance Life
the employer that works through ment, the benefits they receive and the state university system, Care that we wouldn't take an in- Insurance Co of Fountain Valley,
an insurer because any reduction in may be severely reduced Cost Care employers that now use Cost Care surer who wouldn't work with Callf says Mr Goelman

hospital expenses is realized imme- offers employers two options to en- include International House of them," she says HML offered its policyholders
diately by the self-insurer courage employee compliance Pancakes in North Hollywood, Prior to that time, IHOP paid strong financial incentives to ob-
Cost Care's monthly fees range « They can reduce the base to Calif, Fluor Corp in Irvine, Calif, Cost Care 85 cents per month per tam prior authorization for all hos-

from 85 cents to $2 per employee which they apply coinsurance pay- ARA Services Inc in Phlladelphla covered employee through Pru- pital admissions. including length-
covered, including coverage of de- ments-normally the amount of Rolm Corp in Santa Clara, Calif, dential, its insurer When IHOP of-stay authorization A tough mar-
pendents, explains Dr Gerard N the hospital bill-for those patients Toyota Motor Manufacturing 'USA chose Home Life Insurance Co as ket forced HML to cease ItS group
Mazo, Cost Care's vp and corporate who do not notify Cost Care before Inc in Long Beach, Calif, San its new health insurer. it had to business in California in late 1981,
medical director An initial setup their hospitalization The base is Diego Trust & Savings Bank the convince Home Life of Cost Care's though the company still holds ItS
fee of $1 per employee also is usually reduced by 20% to 50% For State of Nevada, the city of Palm merits state license and continues to oper-
charged, with a minimum payment example, a patient whose hospital Springs, Calif,and Sunkist Grow- Home Life does not provide Cost ate in Utah and Guam, according to
of $500 bill is $1,000 would normally be ers Inc in Sherman Oaks, Calif Care with the volume of clients the California Insurance Depart-
Major life and health insurers reimbursed for 80% of that cost, that Prudential does, so IHOP now ment
that participate in the program in- *BOO However, if the patient falls Sunkist has worked with Cost must pay $1 25 per month per cov- Meost of Cost Care's founders
clude Equitable Life Insurance Co, to consult Cost Care, the health Care through its insurer, North- ered employee of Cost Care ser- came from HML or its parent com-
Northwestern National Life Insur- plan then might only pay 80% of as western National, for a little more vices but, "We were willing to pay pay, Family Health Plan, a Califor-
ance Co , Aetna Life Insurance Co, little as $500 of the hospital bill than a year, to curb hospital ex- the extra to have Cost Care," Ms nia-based health malntenance or-
Pacific Mutual Life Insurance Co, * They can offer a low deduct- penses for about 700 employees na- Henslee says ganization
Occidental Life Insurance Co , 1ble, perhaps $100, to employees tionwide, says Stan Haberkorn, Besides ItS monitoring activities, Mr Goelman, who worked for
Travelers Life Insurance Co and who have hospitalization approved Sunkist's manager of employee beneflt managers say Cost Care the HMO, says Cost Care W111 SUC-
Prudential Life Insurance Co by Cost Care Conversely, the em- benefit administration also provides helpful statistical in- ceed where HML failed for several
To receive the maximum benefit ployee who fails to notify Cost Care Sunkist's most recent premium formation each month about how reasons For instance, Cost Care
under an employer's health plan, a will be hit with a very high deduct- increase was reduced to 45% from employees use their company's uses phz|3|0|ans to review admis-
hospital-bound employee must ible, perhaps as much as $1,000 80%, a reduction Mr Haberkorn at- health program sions, AML used nurses And, he
have his or her physician notify tributes in part to working with The information is broken down adds, Cost Care's activities have the
one of Cost Care's 200 consulting Employees may regard this as a Cost Care He estimates that Cost by geographical region, number of cooperation of the medical commu-
penalty for not using Cost Care, but Care will help Sunkist to even- admissions and bed days and into nity, something HML struggled to

the cost management firm doesn't tually reduce its premium costs by more than 30 admitting categories achieve in the 19703
Betore uougototne

think so an additional 8% to 10% Using these statistics, Cost Care is Also, Mr Goelman notes, Cost
i “This isn't meant to be punitive "We're very encouraged by what able to make certain cost-cutting Care can focus its energies on ser-
oriaa ells... P : € ] C
It's really just to guarantee comph- we're seeing," he says recommendations vice, rather than risk-bearing ac-
get the book that opens ance, to see that we are notified at So is International House of Pan- For example, a high incidence of tivity, because It IS Independent of
the door to what to see and the start,” says Dr Mazo "It's cakes hernia operations may indicate that an insurer

do from Key Largo to Key

West Humm s Guide to tl

Florida Keys Send $200, along

your name and address, compa
itle, to

really risk-sharing by the non-
compliant employee He risks shar-

s e s e F1OSPICES Cheaper than hospitals: Study

employees whose hospitalizations it

. . monitors comply with the program Crain News Service Hospices do save money and are pital less frequently, this model's
HUMM S Guide to the Florid eys And, It rently i ing off especially economical if patients overall costs are lower The daily
Single C sal d, It apparently is paying o
C':‘a%neC:nF:Znuiiizﬁons e The average annual number of WASHINGTON-Hospices are are admitted to the hospice when costs per patient for the home-
740 Rush Street, Chicago, IL 60611 hospital admissions per 1,000 em- more economical than hospitals for they have just one month to live, based model are $66, compared

ployees enrolled in the Cost Care treating terminally 111 patients, says the study's principal investiga- with $95 for the hospital-based
especially if patients enter the hos- tor, Dr David S Greer, dean of model

mee during the last two months of medicine at Brown University in Dr Greer found that hospital

life, a government-sponsored study Providence, R | stay costs were higher for the

shows home-based hospice patient be-

Also, home-based hospices are Compared with conventional cause more ancillary services are

ARC H EALTH S E RVI CES 3 I N C - less expensive than hospital-based care, the hospital-based hospice used That could be because the

hospices, according to data reported would save the Medicare program home-based hospice patient is
in the three-year National Hospice $657 per patient during the last sicker upon admission to a hospital

A New Advanced Claims System Study week of a patient's life, while a and needs more treatment and an-
For Self Administration (Hospital-based hospices are home-based hospice would save ciIIary services

loosely defined as a hospice that is $910, the study says It's conveivable, however, that a

sponsored by a hospital, while One reason for hospices' savings, hospital-based hospice administra-

| Automatic Assignment of | CD9, CPT, ADA (dental) home- based hos ices are sponsored Dr Greer ex}glamed is that both tor could negotiate with the hospi-

by indep ndent companies or asso- types of hospices reduce the time tal to lower the use and cost of

UB (Hospital) codes by built-in medical dictionary. clations ) the patient spends in the hospital, cillary services for hospice patients,
The study indicates that home- where costs are usually higher says Howard Birnbaum, director of
. . L s . based and hospital-based hospices Health care policymakers should long-term care and public pro-
0 Benefit rules, deductibles, eligibility, coinsurance, would save the federal Medicare try to encourage home-based hos- grams at Abt Associates, a Cam-
maximums, and duplicate checking are handled auto- prdgram money if the program's pices because they are less costly bridge, Mass, research and consult-
matically, on line, realtime new hospice benefit-which covers and more likely to keep patients at ing firm ) )
’ ’ : up to 210 days of hospice care-is home, Dr Greer adds Dr Birnbaum did the economic
used for no more than two months However, hospital-based hos- analysis for the hospice study
0 Automatic generation of initial and follow-up corre- However, hospital-based hos- pices may be preferable for patients A hospice administrator must re-

pices begin to cost more than con- needing treatment for pain, he alize the importance of integrating
ventional inpatient hosptal care notes The study shows that hospi- the hospice model into the overall
after two months of care, the report tal-based hospices tend to provide health care delivery system, he
i . ' . concludes more pain control than home-based noted
O Specifically designed for today's complex benefits- The cost of home-based hospice hospices For example, the report shows
flex benefits, Section 125, cafeteria plans, 401 (K). care doesn't begin to rise above the Although home-based hospices there is a "financially optimal
cost of conventional hospital care are regarded by the study as more time" for admitting a patient to a
for six months, it adds economical than hospital-based hospice to ensure that hospice ==are
When Congress enacted the new models, a comparison of costs is less expensive than conventional
from 1500 to any size population. Medicare hospice benefit last year, shows that hospital stays for pa- care, he said ) _
it estimated that the benefit would tients in the home-based hospice The longer the patient stays in
save the federal government $13 model are costlier than stays for the hospice, the less economical
million through 1985 by reducing patients in a hospital-based hospice hospice care becomes, he explains
16775 ADDISON ROAD, SUITE 201 inpatient hogspital Cari The Deg_ P The inpatier:)t cost per day fF(;r the TI’?erefore, a hospice adminigtrator
DALLAS, TEXAS 75248 partment of Health and Human home-based hospice patient were should try to determine whether a
Services' Health Care Financing $278, compared with $218 for the patient should be admitted to a hos-
(214) 248-6241 Administration, however, has con- hospital-based hospice patient pice or receive care from some
tended that the benefit would in- But, because patients in the other component in the health care
crease Medicare spending home-based model stay m the hos- delivery system

spondence

O A cost effective package (hardware and software)
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Generic messages eryone " velop a benefits communication material, would include employee writers and they do the printing
Continued f 3 "That the tape is generic is good," package for a company, print the attitude surveys, a loose-leaf em- There are no uncertain fees paid to
ontinuec from page said Dan Cohen, coordinator for material and monitor employee at- ployee handbook with company- a third party | like that "

We didn't do a lot of soul- benetfit utlllzaltlon programs at U S titude specific information plugged in, a While generic communications
searching that a lot of companies go Steel Corp's Gary Works m Gary, Unlike the IC Industries video- newsletter dealing with health sub- products would not be appropriate
through," he said "We knew we Ind, another purchaser of the film tape, Benefit Communicators has a jec ts and d|str|%uted quarterly, for all companies, health care cost
had to'reduce costs, and we did It "It's intended to be an overview, generic base of materials that can which can incorporate company- containment is a universal concern
was a dramatic change We re- it's not a program unto itself," he be "individualized" by plugging in provided copy, payroll inserts deal- “If our goal IS behavior modifica-
duced our costs by 17% added "Every company has its Information specific to a company, ing with health issues and accom- tion so we really do have healthier

IC's chairman described these idiosyncracies that they want to like the amount of a deductible, panying posters for display at the emPonees, then Communications is

changes and the reasons behind communicate, so mrarl%/be a comPany and can be {:)rinted with the com- w crksite, and customized benetfit crucial," Mr Werntz of IC Indus-
e foot n pany name But, because the ma- summaries tries said

them™m the original version of the will want to add so age
am front or at the end terial is derived from that generic Also, a generic audiovisual pro- ‘There are a lot of common ele-
The generic version does not in- "l like it because it's general base, this type of communications gram is on the drawing board, Mr ments there | would like to find
clude the IC chairman but it does enough that Just about anybody can also offers companies a cost sav- Lonergan said some kindred spirits so, together,
use the same health care providers understand what it's trying to say," ings Mr Lonergan admitted that the we can find the right way to reach
-physicians, nurses and hospital he continued "Costing was tremendously high resable quality of the product line employees "
administrators-as well as an in- "There wasn't a lot on the mar- for either developing an in-house may be unappealing to some
surance company vp to convey the ket in this area that | had seen communications program that That the material is not abso- For more Information on "Dollars
problem of high costs and overuti- And, IC Induskies did an excellent would meet our needs or contract- lutely unique is not a big concern to and Sense The Health Care Emer-
N Job It has an 'NBC White Paper' ing with one of the major consult- Belding Heminway gency," write The Media Works
Employees came up to us after approach " ing or brokerage houses," said "Wesubmitourown copyforthe Inc,300 W Washington, Swte 711,
seeing the videotape and asked, However, some companies will Bruce M Klein, director of corpo- newsletter, and they add their own Chicago, Ill 60606
'Are you blaming me9"' Mr Werntz find that generic communications rate affairs for Belding Heminway art des on health care," Mr Klein
recatied materials will need to be modified Co Inc in New York, a diversified said "We were looking for commu-
"We are not putting it entirely on before they can be effectively used textile firm with 1,500 employees nications professionals, and | was
the back of the employee, but we with their employees Instead, It bought a program from impressed with Mr Lonergan's Business Insurance
are the users of the system, and the "The tape was very well-done in Benefit Communicators credentials They know more about 5 gvailable in Microform
way we manage health affects how terms of production and content,” The average cost to communicate communicating than | do "
we use the system " said Jack Forbes, director of em- a generic program to 1,000 employ- Also, the generic quality of the
"The overall plan of the video- ployee benefits at Batus Inc in ees would be about $13 per em- materials is balanced by lower and University Microfiims
tape is to inform employees of Louisville, Ky, which also bought ployee, estimated Douglas D Lon- more controlled costs, he said Yy
things that are important in their the IC Industries film "But, my ergan, president and founder of "Since they control everything International
lives so they can make better (more biggest criticism is the length We Benefit Communicators in-house, they can tell me the exact
healthful) decisions,"” said Gary may have to trim it down " A typical package from Benefit cost of a program right off the bat,"

300 North ZeebRoad Dept PR Ann Arbor M, 48106

Bergland, vp of marketing for "I don't think we are going to be Communicators, based on generic .Mr Klein said "They have the
Meda Works able to use (the videotape) in the

"It asserts that we are att part of format it's in right now,” Tra-
the problem, so we must all work venol's Ms Kalan said "It's a little
together for a solution " long for our purposes "
"Companies that have similar And, companies will have to Computerized health plan admintstration.
problems with high health care carefully scrutinize the generic ma-
costs and like the approach IC In- terials they find to see if the com-
dustries has can buy the generic pany could stand behind the mes- I FO U R SYSTE M DO ES N 'T DO
tape, or we can customize the ge- sage
neric version," Mr Bergland Since the availability of the ge- ]
neric version of the film is a Joint EVERYTHING WE SAY ,WE'U EAT U.

But, the cost of a generic version venture between Media Works,

is considerably less than that of a which acts as marketer and distrib- Committing your health claims CHARIIE'S BENEFIT "MENU" - Reduce errors and overpay-
customized videotape For exam- utor, and IC Industries, which owns processing to a computerized Health plan administrators ments by automatically calculat-
ple, a single copy of "Dollars and the copyright, both parties benefit, system is a big step differ too much for us to make ing benefits, Including deducti-
Sense" would cost $550,_ the co_st of IC Industrie_s has a cooperative The poten:ial rewards are specific promises until we've bles, co-payments, maximums,
a completely custom-designed vid- agreement with the consultant for great But so are the potential looked over your present sys- coordination of benefits, etc
eotape could range from $50,000 to future communications projects at pitfalls Unfortunately, you can tem But if you're currently - Produce a wealth of analyti-
$100,000 . 'e never besure the system will do processing claims manually or cal reports that show you exact-

But, lower cost is not the only ap- Although the generic film has what it's supposed to unt.1 you with an outdated system, ly where the benefit dollars are
pealing feature of generic commu- been available only about one actually use it. CHARLIE can do things such as going, and how to keep control
nications materials month, 21 companies have ordered But with the new CHARLIE™ the following for you. over’costs

"A generic videotape solved the copies already, Mr Bergland said : ! . ] n
proviom of sppeanng too selsen A tuoudh Media works s systom fiom Benefcs, you dont - Double,or tile he produc- CHARUE: ni aSOUP TONUTS
ing," said Sherry Kalan, associate communications consultant that you're satisfied that it delivers _Eliminate practically all the =N
director of employee communica- usually develops personalized ma- everything we promised paperwork you're handhng now CHARLIE is a complete,
tion at Travenol Laboratories Inc terials, other consultants specialize dedicated package of hardware,
in Deerfield, Ill, one of the com- in generic formats software, training, and support
panies that already has purchased One is Benefit Communicators It's flexible enough to handle
the IC tape "It tells employees that Inc in San Diego With programs virtually any combination of dif-
health care costs are not a problem aimed at small- to medium-sized ferent plans, and any number
faced only by Travenol, but by ev- companies, this company can de- of employers and insured And

nobody else offers so many ad-
vanced features m one efficient,

Hyatt engineers cited smooth-running system

Using the latest computer

Continued from page 2 form professional engineering ser- technology, CHARLIE provides
have discovered that the connec- vices at the time it assumed respon- the power of a large system
tions were so grossly inadequate sibility for the project at a fraction of the cost-and it
that they not only lacked the ca- The complaint adds that as a re- uses your existing office space
pacity to bear the design loads in- sult of their actions, their licenses and people
tended or to comply with the Kan- and certificates of authority are Best ofall, CHARLIE is
sas City, Missouri building code, subject to disciplinary action which guaranteed Before you commit to
but also were grossly inadequate to may be brought in cases of gross buy:ng, will tellyou-in wntmg
support even the weight of the negligence, incompetence, miscon- -exactly what CHARLIE unit
bridges themselves " duet, or unprofessional and dishon- doforyou If CHARLIE doesit

The complaint says also that de- orable conduct detwer, you get your money back,
spite approval of the split-rod con- It asks the state Administrative no questions asked
figuration, the engineers continued Hearing Commission to hear the al- o If you're a third-party admin-
to use the single continuous rods, legations and to issue findings of istrator, a self-insuring, self-
and that no one performed calcula- fact, conclusions of law and a deci- administering organization, or
tions to determine if they were sion that they are subject to discl- . an insurance company, you can
adequate or sufficient plinary action by the Missouri 4 dramatically improve claims

The complaint also states follow- Board for Architects, Professional processing efficiency, and finally
ing a collapse of a portion of the Engineers and Land Surveyors get control of plan costs
hotel atnum roof in October 1979 If the commission upholds the al- Just call Benetics, and ask
during construction, the firm did legations, the board can suspend or for CHARLIE-the guaranteed
examine and check the structural revoke the engineers' licenses, a solution
design of the entire atrium includ- spokesman for the state attorney
ing the bridges general's office said =

They failed, however, to perform The complaint comes as part of a -
any calculations to determine the 30-month investigation into the
adequacy of the steel rods used to collapse by the board
suspend the bridges spanning the The National Bureau of Stan- s .
atrium area of the lobby of the dards investigated the cause of the Be N etl CSsS
hotel, the complaint adds collapse and blamed design

It also alleges that Mr Duncan changes for the collapse but did not Ve make business work beter
was not licensed as a professional affix blame Benetics Corporation

. . . . . 335 East Middlefield Road, Dept Bl

engineer in Missouri at the time he A spokesman for GCE last Mountain View, CA 94043
was placed in charge of structural week said that neither Mr Gillum (800) 233-7766
engineering work for the Hyatt nor Mr Duncan had received m Calif (415) 940-6300
project and that Jack D Gillum & copies of the complaint CNA In- © 1983 Benetics Corporation

Associates, a predecessor company surance wrote liability insurance
of GCE, was not certified to per- for Jack D Gillum
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Some see public liability market tightening

, Continued from page 3 ance Co, a unit of Hartford Ins.r- each other, asking, '"How can we try " see it (pricing) staying right where
notorious for buying from the ance Group raise the ratesp™ says James S In fact, he has seen an increasing it is," he says
lowest bidder, underwriters say "Fortunately, it (Canadian In- Gault, area vp for broker Arthur J willingness on the part of un- Craig Ellis, risk manager for the
But if Transcontinental does lose demnity's withdrawal) hasn't af- Gallagher & Co in Chicago, a derwriters to meet the needs of city of Lakewood, Colo, also has
market share, this will not reflect a fected us one iota," said CIIA Presi- major Midwest broker for public public entities not noticed any reluctance on the
conscious withdrawal on the com- dent Verne Watts "Other com- entities "But nobody really wants For example, he cites a new lia- part of underwriters to assume
pany's part, Mr Malone says "We panies we do business with w€re to take the lead Who's going to do bility policy that would provide a public hablity risks and describes
Just don't intend to chase depressed able to absorb it " it firse” municipality with coverage for his general liability premiums as
premiums " Mr Watts says the relationship He expects rates to rise, but not school district officials as well as "very, very stable
About 20% of Transcontinental's with Canadian Indemnity suffered immediately, predicting an average for police professionals The policy, “If we maintain a relationship
current business is public liability because of management upheaval rate increase of 8% to 10% for public which he recently purchased from with our present carrier. | don't see
coverage, which generated $4 mil- and personality conflicts on the entities in the Midwest in late 1984 National Union Fire Insurance Co any significant increase in the next
lion in premiums in 1983 About part of Canadian Indemnity and or January 1985 of Pittsburgh, Pa, a unit of Ameri- few years," he says The city's un-
10% of the company's current pub- because Canadian Indemnity tad Mike Bogen, vp of Cal-Surance can International Group Inc, is one derwriter is United States Insur-
lie sector policyholders were for- trouble adjusting to the way bisi- Group, a broker in Torrance, Calif, that Mr Spivey had unsuccessfully ance Group, a subsidiary of Crum
merly insured with Canadian In- ness is conducted in the United agrees that any premium increases sought to purchase for several & Forster
demnity States that might occur aren't likely to years Steven P Kahn, a partner in Ad-
Canadian Indemnity, based in Mr Watts agrees that public enti- happen before the January 1985 re- vanced Risk Management
Winnipeg, Manitoba stopped writ- ties will face rate increases soin, newals, if they occur at all Allen F. Hyman, director of Techniques, a Laguna Hills, Calif,-
ing the coverage in May 1983 when but he does not foresee other ins-tr- "l don't see problems now for the safety and risk management for based consulting firm, says insurers
it had about 130 policyholders, ers pulling out of the market July people," he says Mr Bogen, Corpus Christi, Texas, and vp of are not turning away from the
about half of which were munici- "Within the last month, we :le- who places coverage for about 30 the Public Risk & Insurance Man- market
palities and the rest fire and water finitely feel there IS tension-:he Cities in Northern and Southern agement Assn , also says the public "They are still pretty interested,”
districts, says Dennis A Riley, vp- start of the tightening," Mr Watts California, says he has seen "no liability insurance market is more he says "There may be some with-
operations and U S manager for says "We feel 1984 is going to make change in the past three years, and creative drawals, but | don't see them as the
Canadian Indemnity in Costa Mesa, a reasonable change, but nothing | don't anticipate one now ' "For a few years, those who major ones "
Calif too drastic " Others wholeheartedly agree know more than | do have been Robb Tarr, assistant vp at Robert
The multiline company had He expects public entity rates to with his view saying that the market will turn Driver Co , a Newport Beach,
written the coverage for about increase nationwide by about 10% "I find that there's no tightening Well, it has turned-into a creative Calif ,-based broker with about 50
three years and its loss ratio on the However, he does not expect to in- of the market whatsoever," says market The options being offered public entity clients in California,
public business was "extremely un- crease rates for CIIA policyholcers Jim Spivey, executive director of now are innovative and exciting also does not see the market chang-

acceptable,” Mr Riley said because the agency's underwriting' the insurance and risk manage- and tailored to our real needs " ing by July renewals

He says that current rates are strategies have generated good loss ment agency of Charlotte Mecklen- Because of this, Mr Hyman re- "I've seen nothing at this point in
simply too thin to warrant covering ratios, he says berg in North Carolina ports a decrease in Corpus Christi's time that precipitated what hap-
such great exposures These expo- The overall Ioss ratio for ClIA's "It's very soft and very competi- most recent liability insurance pre- pened in 1974-75," he said When
sures include city landfill pollution public entity liability underwriting tive, and | have no trouble getting mium, despite higher coverage the market turned in the mid-
risks, potential hazards from faulty in 1983 was about 53%, the com- coverage of the type | want at a limits 1970s, several major insurers with-
street or highway design and police pany reports price I'm willing to pay,” he says And, he does not expect any rate drew suddenly from the public lia-
officers liability "Come July, we will not be a fae- He acknowledges the possibility of increases soon in his area bility insurance market or doubled

"I think it can be written, but at tor in the marketplace if the rates rate increases, but says, "That has "What happens on the West or tripled their rates, leaving some

the moment the circumstances are stay low," says Steve Petrakis, not demonstrated itself at this par- Coast doesn't happen to the rest of public entities uninsured and with-
very difficult for an insurer who president of San Diego-based Steve ticular time in this part of the coun- us Unless the economy changes. | out reasonable alternatives
wishes to reach pure, adequate un- Petrakis Insurance Services, a sub-
derwriting results on these risks sidiary of E H Crump Cos Inc [ =
alone,” Nr Riley says raraii= nsurance services na= [ )]SCOUNtING Of lOSS reserves recommended
He expects coverage on all of Ca- underwriting authority for the
nadian Indemnity's municipal poh- Planet Insurance Co , another Contmued from page 3 such as whether coverage offered be the catalyst for congressional
cies to expire by the end of April, major insurer of California piblic the past by captives to their parent com- overview of the taxation of prop-
but notes that the company will liability risks A unit of the Re- "If you have to discount reserves panies really is insurance Experts erty/casualty insurers
continue to underwrite a few fire hance Insurance Cos, Planet for that are already inadequate, you had thought the GAO would make
and water district policies about two years has insured city run the risk of insolvency," said recommendations on this issue “The GAO report is the opening
"We expect to continue to enter- and counties in several Wes.ern Les Cheek, vp-federal affairs for "It is an inadequate and incom- kickoff It Indicates that we are be-
tain the writing of these lines, states, including California, Colo- Crum & Forster "A federal law plete report,"” said Crum & For- ginning a period of serious scrutiny
though not aggressively,” he radoand Arizona that will require the discounting of ster's Mr Cheek of the property/casualty industry,”
explains "And,” he points out, "We like the public entity field, reserves will do anything but help Natwar Gandhi, author of the said Mr Vinyard
"we're still in the liability business but unfortunately, if it gets tc the the ind ustry pay ItS long-tail GAO report, told Business Insur- Although no action is expected
(for private business) and plan to be point where we can't support it, claims," Mr Cheek added ance that the report was supposed this year, by 1985 there will be con-
for the future " we'd be the first to tell the briker "It is in the interest of buyers to to examine other issues, such as a gressional hearings on prop-
Canadian Indemnity assumed all not to come to us with it," said Mr have a strongly reserved industry," definition of insurance, but lack of erty/casualty insurer taxation, Mr
of its municipality risks through Petrakis said Myron Picoult, an analyst with time and resources forced the GAO Vinyard predicts
one producer that had under- Bill Martin, director of the Texas Oppenheimer & Co in New York to narrow the scope of the report The final report is expected to be
writing authority-California In- Municipal League Joint Self-Insur- A change m tax law to require dis- Still, experts say the report will released in April
stitutional Insurance Administra- ance Fund, a year-old pool 01 101 counting would weaken the stabil-

tors, a subsidiary of Corroon & Texas cities, expects rates to in- ity of insurers, he said m 1 H H
Black Corp of San Diego crease as much as 20% in Texas this While it is generally agreed that Ver Ont ConSIderl ng Open ratl ng

Mr Riley says the insurer was year many insurers could be underre- Continued from page 2 " Currently, we have no problems
dissatisfied with CIIA's under- "I think quite a few of th€ un- served to pay claims today, analysts "No one's (asking) the question if in the state of Vermont," said Jo

writing criteria and calls the rela- derwriters have over-extended also have pointed out that in years this will create a decrease in rates seph P Hegarty Jr a senior vp
tionship "an unacceptable arrange- themselves," he says They've been insurers are earning underwriting Since the market is competitive at with the Alliance's Boston office

ment * buying business and they can't con- profits they are inclined to beef up this time, we anticipate some de- There are no complaints from
When Canadian Indemnity de- tinue to do that without ge:ting reserves crease, but not much right away.,"” employers, insurers or injured

cided to stop underwriting public hurt | think quite a few will drop Mr Kifer said workers, he said "so we Just say,

liability risks, CIIA placed the risks out this year " Investment income earned on Rates in Vermont are expected to 'Why bothert™

with another insurer for whom it "Everyone in the marketplE.Ce iS strong reserves built up during the rise this year, since an average

underwrites, Twin City Fire Insur- sitting around the table, lookng at last period of underwriting profits 16 6% rate increase is pending be- The Alliance initially opposed

in the industry helped support the fore the Insurance Department an open rating measure because it
recent price competition among in- These rates, based on experience, was concerned that the data base

surers, analysts have said were filed by the NCCI in late De- would not be preserved However,
An insurance Industry trade as- cember in hopes they would be ap- since H.B. 639 includes provisions
AGENTS: What do you do when a client asks sociation spokesman questioned the proved by Feb 1 to maintain a data base, the Alli-
. . GAO's linkage of the discount rate Last year, workers compensation ance has softened its opposition
about long-term auto leasing insurance? to be used and a company's previ- rates were increased twice 15% in One group of insurers, the
ous investment income perfor- March based on loss experience and American Insurance Assn, is sup-
Be sure-take advantage of our extensive experience with this mance 19% in July due to a minor law porting the measure The AIA
difficult-to-place business Designed specifically for the automobile Previous rates of return can be change, said Joann Porter, the wrote an initial draft of an open
leasing/rental industry, our program saves your time, cuts your an indication of the future, but not NCClI's director of government, rating bill in 1981 when the Ipsur—
~costs, satisfies your customer We do the work, you get the credit! an absolute indicator, the spokes- consumer and industry affairs ance Department began looking at
’ ’ man said Employers are Just getting a look such a system
 Lessors Excess Liability - Primary Physical Damage If commercial insurance com- at H B 639, but some say that open Beca“_se of that i”VO'Veme_”tr the
- Lessors Contingent Liability - Primary Liability cover: ges pames were required to discount rating does not automatically mean bill often is called an "AlA bill
. reserves, the same requirement a decrease in rates "We're in favor of open rating,”
< Contingent PhySicaI Damage * Interim Car Coverages presumably would extend to such "We don't think (the bi”) is going said the AlA's Vermont attorney,
risk-funding vehicles as captives to do any damage We have a fairly Tom Dowling of the Rutland firm
We invite your Inquiry and your business and doctor-owned mutual insur- low system right now in costs,"” said of Ryan, Smith & Carbine "The

ance companies, observed Walter Peter Foote, executive vp of the bill reflects a lot of what is happen-
Vinyard Jr, a Washington tax at- Associated Industries of Vermont, a ing now "

' all or write Ron Ruane

torney 64-year-old trade association with The bill, which would go IntO ef-

The financial attractiveness of 425 members feet July 1, has been assigned to the

M i I PAIGE-RUANE, INC. Physical Damage by captives could be diluted if they "l think there has been a feeling House Commerce Committee,
INSURANCE *lotors Insurance were forced to discount reserves, in the state that competition never where hearings must still be sched-

The Irwin Building pointed out Oppenheimer s Mr Pi- hurt anyone," Mr Foote said. uled The Associated Industries of

460 N Gulph Road Coult But, the Alliance of American Vermont and the state Chamber of

King of Pruss,a, PA 19406 Interestingly, the GAO report Insurers believes that open rating Commerce are meeting this month

(215) 265-4170 The Insurance People trom Geneml “mrs sidestepped other vital prop- in workers compensation would to study the bill before those hear-

erty/casualty insurance issues, "dilute" the system ings get under way
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Food companies not covered for recalls

Continued from page 2
"We would assume (the losses) of

have any impact on the company "
Procter & Gamble, which was
small recalls,"” Ms Polkinghorn involved with a massive recall of
said For catastrophic losses, the Rely tampons in 1980, does not
coverage has a high deductible, she carry recall insurance on any prod-
said, without specifying the deduct- uct, she noted
ible or other coverage elements And Quaker Oats Co in Chicago
General Mills Inc in Minneapolis also says it does not carry recall in-
also has recall insurance, but a surance A spokesman said the
spokesman said it was against com- company has not removed any of
pany policy to discuss it The com- its products from store shelves and
pany manufactures the Betty that those It tested fell within the
Crocker cake mixes, some of which federal EPA guidelines But in
have been recalled in California Massachusetts, where the accept-
Spokesmen from three other able levels are only 65% of the
food manufacturers said their com- EPA levels, some Quaker Oats

Some state EDB limits stricter than EPA's

The recent recalls of food products were triggered Health Council adopted emergency measures that
Feb 3 when Environmental Protection Agency Ad- set the acceptable EDP level at 10 parts per billion
ministrator William D Ruckelshaus announced an for all food products to be sold to consumers until
emergency ban on the use of EDB as a grain fumi- March 1, when the acceptable level will drop to 1
gant and set reccmmended residue levels for grain part per billion.
and grain-related products Of 138 products tested in Massachusetts, 18 had

Those permissible residue levels are EDB levels higher than 10 ppb, while 60 had levels

* 900 parts per billion for raw grain intended for higher than | ppb
human consumption, like wheat, corn and oats In California, the State Department of Health Ser-
vices is working with the State Department of Food
and Agriculture to continue to test products there
for EDB residue and will use the federal EPA guide-
hnes-except for baby food, in which no trace of the
« 30 parts per billion for ready-to-eat products, chemical will be allowed
because of EDB contamination partment of Health like cold cereals snack foods, bread and all baked "So far, we've tested nine different baby food
A sixth manufacturer contacted goods products and none showed any EDB residue," a
But, three days later, the Massachusetts Public health services spokesman said

= 150 parts per billion for products like flour,
baked goods mixes, hot cereals and other products

) | that require cooking before consumption
panies do not carry recall insurance products may have to be removed,

and would self-insure any losses according to the Massachusetts De-

"At this point we would self- in-
sure but we don't expect it to be by Bl, Nabisco Brands in Parsip-
an overwhelming amount,” said pany, NJ, refused to discuss its in-
George Bell, senior vp of adminis- surance program The company's
tration for Martha White Foods Dromedary corn bread mix was wouldn't have purchased the cov- million, he said
Inc in Nashville, Tenn, a subsidi- one of the items pulled from Cali- erage except that it was necessi-
ary of Beatrice Foods Co fornia grocery shelves tated by a contract with another York also sells recall insurance and among its targeted markets when It

He stressed, as did other manu- "Food processors are looking at it company supplying an ingredient food processors are among its cli- began selling products integrtty im-
facturers and state health depart- now," said a vp with broker Frank for a new product line ents, noted a spokesman
ments, that the EDB levels differ B Hall & Co Inc in Briarcliff But, he added, there does appear Called "Extra-Strength product
from box to box and from lot to lot, Manor, NY, who did not want to to be the first tinge of competition liability coverage,” the product IS our efforts and we were reasonably
so that only a few products would be identified He said most have among product recall underwriters an "enhancement” to its standard successful,” he said, though he
be involved stayed away from such a product and that may prompt more com- product liability coverage, he said could not say how many food man-

"It's isolated cases-general-y a because historically it has been parties to buy the coverage The insurance will pay to repair ufacturers bought the coverage
Cease) lot " For instance, he said the very expensive and there haven't "The market for this was created or replace products that were da- However, Lawrence Drake, a
recall of 514-ounce boxes of Martha been any major recalls after the Tylenol incident Initially maged because of a defect and also managing director for Marsh &
White Buttermilk Pancake mix in An undisclosed Hall client, a it was expensive, but the prices will reimburse a manufacturer for MeLennan Inc in New York, says
lllinois last week would affect a major conglomerate with food pro- have moderated,"” noted Alec Biele, all expenses involved if a product is there are few food manufacturers
relatively small proportion of the cessing operations, recently pur- product manager for Chubb Group ordered recalled by the govern- that purchase recall insurance be-
product on grocers' shelves chased "product protection” insur- in Warren, N J ment, or is recalled because of an cause the industry hasn't seen that

Cincinnati-based Procter & ante, a coverage written by the Chubb's product protection cov- extortion threat, or for any other many recalls
Gamble Co, which manufacturers Chubb Group of Insurance Cos erage is sold as a separate policy reason to which Home gives its
Duncan Hines products that have that Hall sells and covers tiwo types of recalls Ty- consent, he said buy recall coverage because they
been recalled in Massachusetts and This particular manuscript policy lenol-type incidents where there IS The Home product is competiti- feel the expense IS greater than the
California, is "voluntarily with- contains a $5 million deductible intentional or malicious contami- vely priced with varying deduct- cost of the product they are cover-
drawing from our warehouses and and a $150 million limit, the Hall nation, and more traditional recalls 1bles, he added without elaboration ing, Mr Drake explained
store shelves the (suspected) prod- vp said The premium for the cov- caused by a defect in the product, Other brokers differed on
ucts," a spokeswoman said erage is $500,000 Mr Biele said whether food processors were buy- problems for product manufactur-

"Our best estimate is that 2% of "It's expensive stuff, with very Generally, the policy has a $25 1ng this type of coverage ers in other goods, especially heavy
all baking mix products are in- few players,” he noted, explaining million limit and requires a deduct- For instance, William S Jen- machinery, he said "But it doesn't
volved But we don't expect this to that the company probably 1ble varying from $10,000 to $10 nings, a senior vp with Johnson & appear to be at all uniform "

Higgins in Hartford, Conn, said
The Home Insurance Co in New that food manufacturers were

pairment insurance two years ago
"That's where we concentrated

Most food manufacturers don’'t

There seem to be more serious
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Continued from page 1

"We view defining the market
and apportioning market share as a
near-impossible task if it is to be
done fairly and accurately in order
to approximate the probability that
a defendant caused the plaintiff's
injuries," the court said.

The "waste of judicial resources
which would be inherent in a sec-

ond 'minitrial' to determine market
share militates against its adoption
by this court," it added.

The plaintiff in the Sindell case
finally settled for $20,000 without
any trial.

Victims should be allowed to sue
and recover damages from any
DES manufacturer because each
defendant contributed to the risk of
injury to the plaintiff, the Wiscon-
sin court said.

"Thus each defendant shares, in
some measure, a degree of culpabi-
lity in producing or marketing
what the FDA, many scientists and
medical researchers ultimately
concluded was a drug with possibly
harmful side effects,” the court
said.

While an innocent manufacturer
may be sued, "We must accept this
as the price the defendants, and
perhaps ultimately society, must
pay to provide the plaintiff an ade-
quate remedy under the law," the
court concluded.

Plaintiffs' attorneys applauded
the decision as a victory for DES
victims who were injured through
no fault of their own.

"An entire industry was negli-
gent in producing a product. What

defense can there be for an indus-

try that was producing a useless

law: causation," Mr. Schwartz said.
Now, under Collins, damages can
be recovered even if the manufac-
turer didn't cause the injury.
"Plaintiffs will target big, rich
companies that have lots of
money," Mr. Schwartz said.

The ability to pick and chocse a
defendant ultimately will discour-
age efforts to find which manufac-
turer actually made the product,
Mr. Schwartz said.

But Mr. Bleakley said it should
not matter whether a particular
manufacturer s product injured the
plaintiff.

"Say 20 people poured gasoline
on one person and started a fire at a
rock concert and 5,000 people
burned to death. Just because their

action was directed at one person
would not absolve the 20 from the

harm they caused the 5,000 people,"
Mr. Bleakley said.

The Collins decision does not
mean that DES victims can auto-
matically recover damages from
manufacturers. Courts still would
have to consider:

- Was the DES defective when
it left the possession of the drug
company?

» Was DES unreasonably dan-
gerous to the user?

* Was the defect the cause of the
plaintiff's injuries?

« Was the drug company in the
business of producing DES?

« Could the product be expected
to reach the consumer without sub-
stantial change in the condition
when it was sold?

It will be up to the defendant-
not the plaintiff-to prove that it
did not market DES in the relevant
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Ruling widens DES defendants’ liability

market in which the plantiff's
mother purchased the drug.

After a plaintiff sues a manufae-
turer, the company can try to bring
other manufacturers into the case
as third-party defendants, the court
said.

In assigning a percentage of lia-
bility to each defendant, juries
would consider:

- Did the drug company test
DES for its safety?

« Did the company take the lead
or did it merely follows others in
producing DES?

« Did the company issue warn-
ings about the dangers of DES?

« Did the company have a large
or small market share in the rele-

vant area?

+ Did the company produce
DES after it knew or should have

known of the possible hazards DES

presented to the public?

Mr. Schwartz, though, ques-
tioned whether a manufacturer
could bring other companies into
an action. For example, many small
firms that made DES now may be
out of business and thus could not
be joined in a legal action.

The Wisconsin Supreme Court
decision now allows Ms. Collins'
lawsuit to go to trial.

Ms. Collins is one of the millions
of daughters of women who took
DES, short for diethylstilbestrol, to
avoid miscarriages. Daughters of
some women who took the drug
have developed cancer and other
abnormalities of the vagina and
cervix. Several hundred lawsuits
have been filed against the manu-

facturers of the drug, which the
FDA removed from the market in

—H == —d — —

When you need to identify the influentials,

The brand new BUSINESS INSURANCE DIRECTORY OF
CORPORATE BUYERS OF INSURANCE. BENEFIT
PLAINS AND RISK MANAGEMENT SERVICES gives you

turn to the BI Directory.

the most comprehensive compilation of vital contacts,
company facts and figures. Nowhere else will you find all

product?" asked Thomas Bleakley,

co-counsel for Therese Collins, a 51VPE,
ance

N e ot ush

26-year-old Wisconsin woman who this valuable information in a single volume! ChielFanoNONer irg Jones V84 bligmi
was diagnosed as suffering from i . L /6 1.cawi
vaginal cancer 13 years after her You'll find elphabetical listings on 1,200 of the n9 Jones Assoc Rk hAg,
mother allegedly ingested DES. largest U.S. corporatiors ... listings that include sales Pentins Retemen, 9 Jones
"Sindell has proven totally un- volume, employee population, company address and phone AU QLCORPORATION Numse, oy/Tployee. 110
workable,"” Mr. Bleakley noted. numbe-. gess 1231 1@[‘ Anywinme. USA i B P&.
.ne - . If¥ing Janes

"What is market share? Is it a man- 8 Ask Nigrm'

C el Fl,ancial 0,1,ce’ 1™ing Jones

And you'll f.nd the names and titles of the chief financial
officers and the executives in charge of risk management,
employee benefits, personnel and pensibn/retirement
plans.

lilli=a___

, ufacturer's share of the local phar-
macy, a state market or national

, market? The Collins decision is
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"As a society, we are beginning
to accept things we shouldn't," ob-
served Victor Schwartz, an attor-
ney with Crowell & Moring in
Washington and the former chair-
man of a federal government task

, force on product liability.
"There is a fundamental in our

DES firms suffer
second setback
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LANSING, Mich.-The Wiscon-
sin Supreme Court isn't the only
court that is increasing DES manu-
facturers' liability.

The Michigan Supreme Court
last week ruled that DES victims
do not have to identify the specific

drug manufacturer in order to file
Suit.
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However, unlike the Wisconsin
Supreme Court ruling in the Col-
lins case (see story, page 1), the

j Michigan court did not gf;ive DES
C

victims the right to select any DES
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manufacturer and sue for full dam- O Visa E] Mastercard
ages. Instead, victims must sue all 1 Account # Exp. Date:
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The Michigan court also did not
specify how liability would be di- " Name Title
vided in cases where there are
multiple defendants. 1 » Company
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MGM retroactive insurers squabbling

Continued from page 1 million for some assurance, some must ante up its $150 million in lia- damages, MGM argues Apparently, it is still unclear as
The Travelers executive han- certainty that insurers would bility limits before MGM can tap its But, Judge Bechtle ruled that the to which insurer(s) underwrote the
dling the litigation was unavailable pay that kind of certainty is retroactive coverage to pay fire MGM contribution was reasonable remaining $68 million portion of
for comment However, the insurer worth a lot to a corporation like claims It filed suit in June against vis-a-vis MGM's exposure He was the layer because a policy is Stlll
"has a general position of not fiing MGM," stresses Mr Goldman the hotel company, the contractor not concerned with what was rea- missing MGM has a binder from
cross-claims against other insurers However, some of the attorneys and its insurers to the effect that its sonable for indemnification, said Hall showing that Central National
because they don't help to resolve representing retroactive insurers coverage is excess of Webb's cover- an attorney representing second- agreed to pay more than $16 1 mil-
anything," said Floyd Knowlton, interpret the offer differently age (BIl, July 18, 1983) layer insurers hon in the layer
vp-casualty/property claim depart- They say that it is tantamount to an The Webb and MGM insurance "He was not concerned about However, Central National says
ment admission by MGM that part of the coverage suits were consolidated in whether MGM was paying too that it actually accepted only $8 8
The $50 million settlement offer proposed $75 million settlement the 8th Judicial Court in Nevada much-only that it might be paying million and that the remainder was
by MGM to its insurers is docu- was for punitive damages, wh ch state court about three months ago too little," he added underwritten by a group of foreign
mented in a letter sent by MGM at- are excluded under their policies and trial has been set for Nov 5 After Hall and Union saw a copy companies through Lloyd's broker
torney Allan B Goldman to a New "The only expense item not cov- "We don't know yet what MGM's of the proposed settlement plan, C T Bowring & Co Ltd The so-
York attorney representing first- ered in the retroactive policies was ultimate net loss is because we they adv.sed MGM that the plan called "second-layer foreign com-
layer insurer Union International punitive damages," comments Mr don't know what Del Webb and its was inappropriate, excessive and panies" claim that they are rein-
Insurance Co Ltd (U S Branch), a Schiff "Our view is that if MGM insurers are contributing,” empha- outside the scope of their policies," surers of Central National and not

unit of broker Frank B Hall Inc in was willing to concede $25 million, sized Hall Vp and General Counsel says Mr O'Brien direct insurers of MGM

Briarcliff Manor, New York, which it must have been for punitive Thomas G O'Brien Il "MGM was on notice prior to the

placed the retroactive package damages " AnNd, in their answers to MGM, time the settlements were entered Both of the Central National
In that letter dated Nov 10, 1982, Union and Hall ask the co.trt to de- in January 1983 that we did not placements were handled through

Mr Goldman reconfirmed earlier Attorneys representing first- termine what portion of MGM's consider them appropriate or cov- Global Surplus Insurance Services

discussions with insurers' represen- and second-layer insurers down- claim is for punitive damages, he ered," he reports Inc, another Hall unit that acts as

tatives that if insurers contributed play the importance of the third- continues Furthermore, Hall re- Last month, MGM revised its managing general agent for Cen-

$50 million to a settlement, MGM layer cross-claims, saying that the sponds that it was not negligent in original complaint against Hall, tral National, said an attorney in
would contribute the rest up to $25 chief focus of the litigation remains putting the retroactive package to- Union and 20 other excess insurers the litigation who believes that the
million the coverage dispute with MGM gether as charged by MGM on the first three retro layers to in- confusion about this aspect of the
"Given the fact that MGM has Grand The matter of punitive Mr O'Brten says that neither clude the retroactive insurers on a coverage will be resolved within
paid $39 million for the insurance, damages IS at the heart of that bat- Hall nor Union has made a formal fourth layer of $75 million above the next couple of weeks
this would mean that MGM, on its tle estimate of how much of the $75 $125 million Third layer ($25 million excess of
own proposal, could end up paying "We're not terribly concernec million settlement with fire victims The fourth layer was brought $100 million) National Union Fire
$64 million plus the investment in- about the cross-claims,” says Pau_ was for compensatory damages into the litigation because two Insurance Co of Pittsburgh, Pa,
terest, which it has lost," wrote Mr Nelsen, an attorney with the San But, "in no way was it $50 mil- other separate lawsuits threaten to $10 5 million, Insurance Corp of
Goldman Francisco firm of Hancock Rothert lion,” he said "MGM's $50 million eventually push MGM's total losses Ireland Ltd, $5 million, St Paul
The letter goes on to say that if a & Bunshoft, representing insurers settlement offer to insurers con- and costs attributable to the file Surplus Lines Insurance Co, $32
settlement with fire victims can be who underwrote about two-thirds tained punitive damages," he through the $125 million ceiling of million, Northbrook Excess & Sur-

reached for $75 million and the of the limits in the second layer added the third layer, said Mr Goldman plus Insurance Co, $25 million,
insurers refuse to make the $50 "The essence of the case Still in- The hotel company is suing Hall The Travelers Indemnity Co, $1
million contribution, "they have volves what portion of the MGM The maximum amount of com- and the first- and second-layer in- million, United States Fire Insur-

been and hereby are put on notice settlement was for punitive versus pensatory damages from all in- surers-but not the third- and ance Co, $1 million, The Home In-
that MGM will look to them for compensatory d amages," he juries and deaths arising from the fourth-layer insurers, for punitive surance Co, $1 million, Northum-
payment of all the potential dam- stresses fire to be shouldered by all of the damages berland General Insurance Co,
ages " The hotel company wants its ret- defendants in the fire litigation American Excess Insurance Co, $750,000, and Guardian Insurance
roactive insurers to indemnify it might be $40 million to $50 million one of the excess insurers that un- Co of Canada, $200,000

The $50 million setttlement for the full amount of the $75 mil- -$60 million-tops, he said derwrote a portion of the $30 mil- Fourth layer ($75 million excess
offer was first made in the New lion settlement with fire victims, By comparison, the global settle- lion in liability coverage held by of $125 million) underwriters at
York offices of Condon & Forsyth, including legal fees, costs, and pos- ment including $75 million contri- MGM at the time of the fire, is dis- Lloyd's of London, $27 million,
attorneys for Hall and Union, dur- sibly other unspecified damages buted by MGM and about $65 mil- puting the amount and timing of British National Life Insurance So-
ing a conference to which all the from separate litigation stermmming lion by other fire defendants comes legal fees claimed by MGM in its ciety Ltd, $33 million, Stronghold
retroactive insurers were invited, from the fire (Bl, March 21, 1983) to $140 million (BI, Ma> 9, 1983) layer (see related story) Insurance Co Ltd , $100,000, Insur-
said Mr Goldman in an interview But, all or most of the retroactive This does not Include other settle- ance Corp of Ireland, $3 million,
There were about 30 attorneys insurers argue that the settlement ments reached by MGM and others Also, some of the hotel's tenants Southampton Insurance Co Ltd,
present, including representatives contains a substantial payment of with plaintiffs prior to the global whose shops were destroyed in the $750,000, Royale Belge Vie-Acci-
from all four layers of retroactive punitive damages settlement, which tapped ItS origi- fire are filing third-paity property dents, SA,$15 million, Eagle Star
coverage, he recalls So far, MGM Grand has receivea nal $30 million in coverage (Bl, damage claims against MGM Insurance Co Ltd , $250,000, Union

"They all showed up and were about $11 4 million from Union In- Jan 10, 1983) Here is a complete summary of Indemnity Insurance Co of New
going to get a written (settlement) ternational, which underwrote all Other retroactive insurers may MGM's retroactive insurance pro- York, $35 million (according to a
proposal to us by Thanksgiving- of the first $35 million layer of ret- dispute Hall's and Union's num- gram as it is described in MGM's binder issued by Leslie & Godwin
about two weeks later,” he con- roactive insurance, $35 million in bers, but they agree that the mass second amended complaint dated North American (Non-Marine)

tinues the second layer and possibly up to settlement with plaintiffs was Jan 5,1984 Ltd, another Hall unit), Union In-

Thanksgiving passed, and there $19 8 million in the fourth layer grossly excessive First layer ($35 million excess of ternational through two separate
was no response Another Hall unit, Union Indem- "It is the biggest overpayment to $30 million) Union International policies, $65 million, Union Inter-

Mr Goldman says he called key nity Insurance Co of New York, plaintiffs in history," sums up Mr Insurance Co Ltd (U S Branch) national, $13 3 through a binder but
attorneys representing first-and underwrote another $3 5 million of Nelsen for the entire layer no policy, Federal, $2 million, In-
second-layer insurers who said, the fourth layer Second layer ($35 million excess ternational Reinsurance Manage-
'We're still trying to move, tell the Union and Hall contend in re- It also failed to settle all pend- of $65 million) American Home As- ment Pty Ltd on behalf of Mer-
Judge we're trying ' cently filed answers to MGM's suit ing claims, he points out This is an- surance Co, $10 5 million, The Cen- cantile Mutual Insurance Co Ltd,

A trial date for the remaining that K 15 premature for MGM to be other reason why the first- and see- tral National Insurance Co of $3 million, Grand Union Insurance
fire claims had already been set for seeking indemnification from its ond-layer insurers rejected MGM's Omaha, $88 million, Union Interna- Co Ltd, $15 million, Travelers, $2
January and MGM was determined insurers because the amount of $50 million settlement offer, he tional,$35 million, Federal Insur- million, The Oriental Fire and Ma-
to reach a settlement before then, MGM's "ultimate net loss" cannot says ance Co , $2 million, underwriters at rine Insurance Co, $225,000, City
says Mr Goldman Soon after be known until all of the other fire But, MGM vehemently defends Lloyd's of London through Robin Insurance Co, $1 million, Employ-
Thanksgiving, when no written defendants have contributed to the the reasonableness of the settle- Jackson at Merrett Holdings PLC, ers Insurance of Wausau, $3 mil-
proposal had been received from its global settlement with the victims ment Presiding U S District Court $1 75 million, International Surplus hon, Birmingham Fire Insurance

insurers, MGM decided to begin of the fire Judge Louis C Bechtle termed the Lines Insurance Co, $1125 million, Co of Pa, $15 million, Cia Colom-
negotiations with the (fire) plain- Among the eight defendants that settlement 'fair' and 'reasonable,' and Industrial Insurance Co of Ha- biana de Seguros, SA, $75,000,
tiffs' legal committee have not yet settled with fire vic- and said it was for compensatory wan Ltd, $500,000 Falcon Insurance Co, $1 5 miillion i

"MGM was willing to pay $25 tims is Del E Webb Corp in Phoe-
million to get the matter settled nix, a general contractor responsi-

and the litigation behind it.” says ble for the design, construction and  IMIGGIML, TNsSuUrer battli ng over defense costs

Mr Goldman "If the trial had gone alteration of additions under con-

forward, who knows how long It struction at the hotel at the time of LAS VEGAS, Nev -American rule mate net loss, as finally adjusted,
would have gone on the fire Excess Insurance Co and MGM The insurer is asking that its lia- bears to the whole amount of such
"MGM was willing to pay $25 Union and Hall say that Webb Grand Hotels Inc are disputing bility for defense costs be limited to ultimate net loss," according to the

how much and when the hotel a percentage of the total legal ex- underwriter's attorney, David J
company will be reimbursed for penses that the hotel company Garthe of Boornazian, Jensen and
some defense costs stemming from incurs due to the fire Garthe in Oakland, Calif

the 1980 fire at its Las Vegas hotel Since total costs cannot be deter-

. = n
I n S u ra n Ce Se rVI CeS g u Id e American Excess paid Out its pol- mined until all claims have been To determine its share of de-

icy limits of $10 million in excess settled, American Excess wants to fense costs accordingly, American

liability coverage in the wake of waive any payments until then Excess wants to divide the total
the November 1980 fire that killed American Excess, a subsidiary of amount it paid-$10 million-by
ATWOOD & CO. Benefits News Analysis 85 people and injured more than American Reinsurance Co, under- the total amount for which MGM
Consulting Actuaries The magazine for benefits managers 700 others wrote a $10 million excess of $10 finally resolves litigation, Mr
Ctaim Reviews Analysts Of corporate benefit practices million layer in the $30 million ha- Garthe explains
Reinsurance and Reserve Analysts Flexible Benefits Cost Containment And, MGM is demanding more bility coverage that the hotel had at Mr Garthe points out that this
for Caplives and Self Insurers zavi”QS/;‘:; % ?‘imm‘:_"icaficn than $45 million in legal expenses, the time of the fire The insurer action is separate from pending liti-
L::OAZ::::’:ZZ;ZN e e'r:r:e cor:;/r-IZJSZZ:-QI;;: which it Qlaims it spent on legal de—_ paid ou- ItS policy limits during the gation over the hotel firm's retroac-
(2131 661-9260 Box 4033 New Haven CT 06525 fense while the American Excess first half of 1981 tive insurance coverage (see related
policy was in effect The liability policy that MGM story, page one)
But American Excess says its lia- had with New York-based Amen- A hearing in the American Ex-
For advertising information In the INSURANCE SERVICES GUIDE bility for defense costs cannot be can Excess stipulates that Ameri- cess case is scheduled for March 7
Contact Beverly Kluxdal, 740 Rush Street, Chicago, lllinois 60611 determined until all claims from can Excess "shall contribute to the in the 8th Judicial District Court of
Telephone (312) 649-5340 the accident have been settled and costs incurred by the insured in the the State of Nevada and a decision

asked a court here in July 1981 to ratio that its proportion of the ulti- is expected
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A peek at M&M's results
- boosts optimism for'84

By LEONARD M. WILSON

tieker

( - Bl Insurance Index

ing in many categories of reinsurance Even trimming expenses in response to slowing

ses - A Special to Business Insurance so, the improved performance is welcome growth in revenues Now that expense con-
260 N\ i and holds promise for gains in 1984 trols are demonstrably in place, the potential
2ss . NARSH & MeLENNAN Cos Inc is the British-based revenues increased in the exists for an expansion of profit margins

250 1Vionly public broker to have reported low double-digit range, before translation But the leverage hings on an acceleration
21s .n fourth-quarter and full-year 1983 results at into dollars, which is no aberration The in the rate of revenue growth When pre-
240 s this writing Excluding a capital gain on a di- fourth-quarter progress follows on the heels mium rates firm, expenses are likely to lag

vestiture, M&M's earnings of $339 per share of comparable advances in the prior nine the Increase in revenues, the corollary of the
were in line with expec- months The flow of reinsurance to the Lon- lag on the downside
tations don market, along with a generous influx of Marsh & McLennan's earnings perfor-
new business, probably accounts for the mance has been creditable in a difficult en-
growth With firmer reinsurance rates, reve- vironment Fourth-quarter results indicate
up with insurance industry stocks,n the trad. ings report is a window IF nue gains in this sector seem likely to con- the reasons why Almost all areas except do-
Ing period closing Feb. 7 as the Business In. for gjzing up operating IP- 448» 011 tinue in 1984 mestic insurance brokerage had favorable
surance stock index took a nosed,ve, losing trends with a view to- {{; Employee benefits and investment man- results Diversification-both geographically
5.6 points to 259.3 frorn 264.9. Only seven ward assessing upcoming \R  agement both outstripped the overall growth and in product sectors-has mitigated the
issues posted an advance, 40 stocks de- prospects Insights ema- of corporate revenues in the fourth quarter ravages of rate competition
clined and 15 were unchanged. The leading nate from close analysis Employee benefits have proved a counter- If 1984 turns out to be another difficult
gainers included Frank B. Hall & Co. Inc., of operating results in weight to the softness in property/casualty year for commercial lines pricing, this diver-
4.2%;: USF&G Corp., 4.1%; Banks lowa Inc., "€ company’s business brokerage over this cycle, while investment sification will cushion the impact on M&M If
3.1%: St. Paul Cos. Inc., 2.3%: and Provident management, still a relatively modest ele- pricing stabilizes, the company's upside earn-
Life & Accident Insurance Co., 1.4%. The ment in total results, bounded ahead in 1983 ings leverage may admittedly be less than
issues posting the largest declines were due to the bull market that of the other public brokers
i brokerage, excluding the contribution from . Er]’lployee benefits should pos_t moderate . On balance, though, the fourth-quarter
Niatesman Graupdnc, 11-4dexast,ogton reinsurance intermediary Guy Carpenter & gains in 1984 But, the growth of investment window of Marsh & McLennan's results pro-
"0 ; ’, X Cﬁ Inc, BfSte% a,nqﬁrow revenue gain of management activities could moderate as a vi(les the basis for at least a hint of optimism
ance Cow., 8.8%; United Fire & Casualt\A Co., perhaps 2% to 3% in the fourth quarter result of unsettled stock market conditions But, the hoped-for easing in rate competition
8.6%; and American Bankers Insurance This anemic rise is consistent with earlier Notably, investment income achieved the is not yet evident in the operating numbers
Group, 7.7%. Insurance industry stocks, quarters and suggests that, despite talk of a first year-over-year quarterly rise in a long for domestic insurance brokerage
though, fared better than the market in gen- change in premium rate competition, there time With steady short-term interest rates,
eral. The NYSE composite fell 2.8%, corn- was no relief in the fourth quarter In fact, it investment income could be a positive factor
pared w,th only a 2.1% dip in the B/index. is quite possible that across the full book of in 1984
business, rates may have deflated renewal Fourth-quarter expenses rose a slim 55%
commissions by as much as 10% on a year-over-year basis M&M's expense .
If we are correct in our estimate of rate control has proven exemplary over the past Ga”agher goes pUbIIC
deflation, then new business was the princi. few quarters Consequently, it is reasonable Arthur J Gallagher & Co has made it offi-
pal factor sustaining comparisons For the to conclude that the disciplines are in place to cial The insurance brokerage based in Roll-
Companies pence pence % pencepence past several years, the company has regis- keep costs under close rein ing Meadows, lll, is going public
182 303 1686 93 188- 182 tered pronounced gains in new business pro- This restraint offers the potential for im- In a preliminary prospectus filed with the
Senl Accident 440 12 9 2643 6 0 460- 44) duction, and the momentum of this effort proving profit margins in 1984-if an easing Securities and Exchange Commission, Gal-
Gdn Royal Exch 5635 137 3071 57 547- 535 . e . .
D 190 5600 S0 Adn. 4mm seems likely to carry through 1984 m rate competition occurs and then trans- lagher will sell 754,636 shares to the public,
In contrast to direct brokerage, reinsur- lates into accelerating revenue growth while 455,364 shares will be sold by selling

2php8RR.8Q(hs#4a
For a securities ana-

The recent downturn on Wall Street caught lyst, the quarterly earn-

segments
We estimate that

Mr. Wilson

Marsh & MelLennan's domestic insurance

Financial briefs

British Issues

1 Week

7 Feb Price P/E Div Yield High-Low

Commt Union

Phoenix

Royal 525 135 3923 7 5 537- 525

Sun Alliance 1413 1a2 78.57 5 6 1425-1400
Brokers
CE Heath 355 89 2286 64 37)- 355
Hogg Robinson 162 125 943 58 175- 161

JH Minet 142 109 757 53 148- 142

anee brokerage through Guy Carpenter Marsh & MelLennan's operating profit stockholders The company, the nation's
posted a strong gain in the fourth quarter margins narrowed to 21 3% in 1983 from 10th-largest insurance broker based on 1982
We would like to witness another quarter of 227% in 1982 This was a pretty solid perfor- revenues, estimates that public offering price
similar progress before reaching a definitive mance, given the intensity of premium rate will be between $15 50 and $18 50 per share
conclusion that reinsurance brokerage is competition Pressure on profit margins, The proceeds will be used to provide addi-
benefiting from the widely advertised firm- though, could abate in 1984, with an easing in tional working capital (Bl, Sept 12, 1983)

Sedg Grp 225 113 1143 51 237- 228

the degree of rate competition

According to the prospectus, Gallagher's

Stew Wrightson 317 10.6 22 57 7 1 328- 317

e Fabar 00 144 3006 43 700. GO0 Leonard M Wzison, a spectal limited partner The potential for positive operating lever- 1983 revenues were $53 4 million, up 14%

atLF Rothschdd, Unterberg. Towbin m New age is an important facet of the publicly held from 1982 revenues of $48 5 million
York, speczahzes in insurance brokerage insurance brokers' longer-term investment In addition, Gallagher reported net earn-
stocks He ts a member of the New York So- appeal Through most of the current competi- ings of $427 million in 1983, up from $322
Clety of Secunty Analysts tive cycle, the public brokers were late in million in 1982, an increase of 32 7%
Gallagher's most highly compensated exec-
utive officers in 1983, as reported to the SEC,
were Robert E Gallagher, president,
$160,000, John P Gallagher, executive vp
and secretary, $160,000, Michael J Cloherty,
2/1/84 THRU 2/7/84 vp-finance and treasurer, $125,000, Warren
) ) Van der Voort Sr, vp, $107,500, and Donald
Free % Cho PIE S DV % VI HALIRE ROV b, $107,000

Shares will be traded over the counter

Source Philip Olsen/Alan Clifton, Insurance Industry
Specialists Kitcat & Aitken Stockbrokers,

London

Bl Industry Stock Report

FEB. 7,1984 2/1/84 rHRU 2/7/84 FEB. 7, 1984

Insurance Cos Pr,ce % CIW P/E $ O,v % YId High Low Vol (000)

10

OTC13750-7.7 10 9 0.50 3.7 14.38 13.50 7.1 United States Fid & Gty Co NYSE 57.00 4.1

a8 32.00 29.25 2.7

.433?84 6 7 57.00 55.63 299.0 under the NASDAQ symbol of AJGC Mor-

Aetna Life & Cas Co

American Bankers Ins Group

American Gen Ins Co NYSE 21.50 -1.7 5.4 080 37 21 76 21.50 4814  United Sves Life Ins Go f : .
American Indt, Finl Corp 016 5156 5B AB.5 115 6.5 oo o oe e OTC 2538 0.0 7.4 1.00 3.9 25 50 25.38 17.8 gan Stanley & Co is managing the offering
American Intl Group Inc oTc 55 75 -—a4.3 5.3 oaa o.s 57.00 55.75 1,437 5 Uslife Corp NYSE 25.38 -2.4 7 3 0.96 3.8 26.00 25.38 130.9

Washington Natl Corp NYSE 24.50 -9.3 11 7 1.08 4.4 26.75 24.50 ce 3
American Natl Ins Co orc  =1.me 2.3 7.7 0.96 4.5  22.2521.38 1385  zenith Natl Ins Corp ore 13.00 -8.8 8 806046  14.25 13.00 314 St. Paul
Aneco Reins Ltd ot 325 7.1 23.2 0.00 0.0 sss  azs se
Avemco Corp AMEX 20.63 -6.8 13.4 0.58 2.8  23.38 20.63 27.0 INSURANGE COMPANIES AVERAGE o7 a0 . .
Banks lowa Inc ot  50.50 21 16.3 1.52 3O 50.50- 49.00 a0 St Paul Fire & Marine Insurance Co says
Sitco Corp ote 16.50 0 0 0.0 1.33 =21 17.00 16.50 o.3 Agents/Brokers the sale of AFIA Worldwide Insurance to

NYSE 2100 -4 5 00 1.00 4.5  21.63 21.00 1400 CIGNA Corp will produce $17 million in net
oTC 37.0079.50128&‘41%.08912.2 37.00 37 Do 0.5 pretax operating earnings in the first quar-

Carolina Cas ins Co otc 6.50 0.0 0.0 ©0.20 3 1 6.50 6.50 1.1 Aleiander & Alexander Sves

Chubb Corp OTC 61 13 -3 089 312 51 63.63 61 13 339.2 Baldwin & Lyons Inc

Combined Intl Corp NYSE 33.00 4.7 5.8 2.00 6 1 34.25 3225 6141 Corroon 8 Black Corp Rvse2h 5 2 s oa o0 P
Continental Corp NYSE 26.38 0.0 35.6 2.60 9 9 26 50 25 88* 779.8 Crump E H Cos Inc oTc 11.00 1.1 151 0.40 3.6 11.00 10.75 7.5 ter
Crawford & Co orc | 15 SO .31 11.0 066 a3 15.75 15.50 2 -
Emett & Chandler Cos Inc otc  10.00 -a.8 27.0 0.00 6.0  10.50 10.00 s St Paul's 14 6% share of AFIA produced
Crown Life Ins Co OTS 120.50 ~2.4 7.9 3.20 2.7 123.50 120.50 ©2  Hall Frank B & Co Inc NYSE 2..63 4.2 22.4 1.53 6.2 24 63 23.63 369.3 $31 39 million gross, based on the final pur-
Employers Cas Co oTc 3=2.00 OO 7= 1.20 38 32.00 32.00 20.7 Integrated Res Inc AME>X 23.50 -1.1 7.6 O.00 O O 23.63 22.50" 4120 . ATH
Equifax Inc NYSE 25.88 -1 4 10.8 1.60 6 2 26.38 25.88" 19.4 Marsh & Mclennan Cos Inc NYSE 45.00 -1.6 12.9 2.20 4.9 as5.75 a4.00 148.5 Chase prlce Of $21 5 mllllon However’ a St
FaMers Group Inc ore @=8.28 0.0 2.7 1.S2 3.2  40.38 39.25 17ea Poec & Assoc Inc OTC 5.25 0.0 0.0 0.00 0.0 5 25 5.25 4.8 Paul spokesman said that amount was re-
Foremost Gorp Amer OTc 2a.7E 1 0 11.5 0.88 3.6  25.60 24.76% 171 2 ooy Stonnees Gos Lia o 12 00 1.5 14606050 amsearse o .
duced by $12 million, St Paul's share of
Fremont Gen Corp oTc 13.25 -1 9 0.0 0.48 3.6 13.25 13.00 2530 AGENTS/BROKERS AVERAGE 16.4 35 ' - i
e O s ur e 2o AFIA's fourth-quarter 1983 loss, which was
Hanover ns co OTC 52 50 -0.9 6.7 0.88 1.7 52.75 52.SO 13 3 Conglomerates,Holding Cos booked in the first quarter along with the
Hartford Steam Boiler Insptn OTC 53.00 -3.6 7.7 3.00 5.7 54.00 53.00 5.3 H
Jefreraon Nat Life Ins Go o160 44 S0 2.2 15.00.76 17 assoasco stz - ety MY 28 50 5 0 11.0 1.28 4.6 91 26 28 50 s.c1e s 32N from the sale Also, other Costs related to
merican Express(Firemanes - 31, . , \ N
Kemper Gorp ore G .75 1.3 7.5 1.80 4. 5713 36.65 Hos 4 Anderson Clayton(Ranger/PanAm) NYSE 31 00 -3.9 14.4 1 32 4.3 31 75 30.75 13.0 th_e_sale reduped St Paul's pFOflt by about $2
Armeco Inc NYSE 20.50 -3.5 0.0 0.40 Z.0 21.25 20.50 704 2 million, he said
- . —_ . NYSE 29.50 -11 3 8.5 1.68 5 7 32 25 29.50 388.8 2.78 2.63 217.2 ’
it tIG=$ t: NYSE 20.00 -7.0 81 100 50  21.00 19 88~ a0s =  Bald¥in Utd Corp NYSE | 2.63 -4.5 0.0 0.00 0.0 -
CIGNA G NYSE 4088 0.3 7.0 2a8 6 1 40.88 a0.38  sse.
Nationwide Corp Ohio oTc 41.75 0.0 15.3 O.70 1 7 0.00 DID NOT TRADE orp
Northwestern Natl Life Ins oTc 37 .25 OO0 98 150 A0 38.00 37.25 14.6 i
Gity Investing Co. (Home Ins) NYSE 35136387 18051 srzssass =er CONtinental
Ohio Cal Corp ot az3. 75 -1 1 90 =2.52 58 45.13 a3.75 260.2 CNA Fint Corp (CNA) NYSE 21.50 -2.3 7.0 0.00 O O 21.75 21.25 140.6
Control Data (Commi Credit) NYSE 41.13 8.6 9.8 0.66 1.6 43.75 40.25 1,234.3 . .
orc 3250 04 70 0.90 =.8  s82.50 32.50 . -
Old Rep Intl Corp e mo e A S S dsToaozon.2eas Standard & Poor's Corp has added Conti

Orion Cap Corp NYSE 27.88 -55 13 4 0.76 2 7

Preferred Risk Life Ins Co ot

NYSE 2o .83 0.0 9.2 1.32 a.a 0.00 DID NOT TRADE nental Insurance Co, a unit of Continental

Z20.75 OO 79 O.67 3.=2

2. 2;6froRo;rp

P id t Life & A 1 C 71.00 1.4 7.4 2.60 3.7 - B . . i
roviden e ce Ins ° ere 7= oor 7o.00 ITT (Hartford Group) NYSE 41 00 -5.7 9 2 2.76 6.7 43.50 40.88 2,391.0 Corp’ to Its CredltwatCh Ilst Of debt Securl
St Paul Cos Inc ot s5.75 2.3 7.5 2.80 5.0 sc.as ss.7s  zess  OPtimum Hidg Corp OTC 5.38 0.041.3 0.00 0.0 5.38 5.38 0.7 ties that could be subject to a rating change
Sears Roebuck & Co. (AN.,ate) NYSE 34.50 -6.4 9.1 1 52 4 4 36 88 33.75 3,108 9 .
SAFECO Ct oTc 5425 4.4 8.1 260 4.8 56.50 54.25
o oo T e e L o R A o e 20 reledyne Inc (Argonaut) NYSE 161.38 -5.1 10.9 0.00 0 © 167.88 161.25 665 & S&P expressed concern about continued
Seibels Bruce Group Inc oTc 20.75 -2.9 13.5 0.80 3.9 21.s0 z0.75 215 Transamerica Corp deterioration of Continental Insurance's un-
oo iy . o DI ) (Cccudental & Fred S James) NYSE 25 00 6.5 9.0 156 6.2  26.63 2500 4734 O -
alesman Sroup Ine S0 Tee 1020 _ derwriting performance That, the rating ser-
Tokio Rarine & Fire Ins G0 OTC 111.S0 -0.7 22.5 0.96 0.9 112.25 111.50 156 CONGLOVERATESHOIONGCOS - AVEISE e = vice said, could have negative rating implica-

Traveters corp NYSE 30.00 -2 4 7.6 1.92 6.4 30.00 29.13 1.631.9 -Record high/low since Jan 1 1983 00.,em de%,Rn Altman Infi,rmation +.trm. tions for 39 industrial development bonds IS-

sued by Firemen's Insurance Co of Newark,
NJ,a Continental affiliate



The Hartford introduces Starscan:

" Now you can get

allthe advantages of
flexible benefits-

without the drawbacke”

Ray Drury,Vice President,Special
Markets Department, tells Benefit

Plan Managers howThe Hartford's
Starscan serves the interests of

employee and employer alike.

Q. What advantages does the Starscan
approach have over traditional
group benefit plans?

A. Starscan provides the flex-
ibility needed to meet the

more complex and varied in-
surance needs of employees
today It gives employees an
important say in benefit pro-
grams by letting them select .
which benefits they prefer
among traditional coverages
such as life, medical, dental,

MENU FOR BENEFIT PLAN MANAGERS

Pick one or more:

0 Plan Design
0 Data Processing
E] Insurance

disability and pensions. But O Health.Care ent
the Starscan approach can also Programs
incorporate emerging, non- 0 Communications
traditional coverage choices as Support

well. And it lets employees-
within limits-select levels of
coverage.

Other advantages include
more effective and efficient use
of employer contributions, the opportunity
to contain escalating benefit costs, greater
employee appreciation of benefits, reduced
pressure for across-the-board increases in
benefits, and a progressive employer image.
Not least, Starscan helps employers recruit
and retain employees.

Q. How does the Starscan flexible benefit
approach work?

A. in the way best suited to meet the needs
of you and your employees. For example,
existing benefits might be kept as they are, or

0 Administotion

O Consulting .,

red -iced to a standard core for all employees.

In either case, employees would be given
credits to purchase additional benefits to fit
the,r needs. Benefits beyond those the cred-
its would buy could be purchased through
payroll deductions.

04 set benefits might be offered with
different levels of coverage. By choosing a
higier level of one benefit and a lower level
ofanothe employees could match benefits
mcre closely to their needs.

Q. What support services does

The Hartford offerf

A. Working closely with your agent,
broker, consultant, or third party admin-
istratot; we'll provide whatever services
you require.

Depending on your needs, we offer
consulting services for feasibility studies
and plan design, alternative data process-
ing services, complete communications
support, and a variety of health care cost-
containment programs. And, of course, we
can provide a full range of coverage and
funding ootions, along with pension and
actuarial expertise.

Q. What about cost?
A.Obviously, changing a traditional ben-
efit program to a tailored flexible plan
involves i-litital costs. But selecting only
those items you need from the Starscan
menu can make those costs much lower
than you might expect. And the kind of
synergy involved in this approach has a
real impact on bottom-line results, and
can lead to significant cost savings over
traditional group benefit plans.

Q. How can | get a brochure describing

Starscan?

A. Just write to Starscan, Special Markets
Department B, 8 Griffin Road North, Griffin
Office Cente,; Windsot; CT 06095. /-11
Or call David Washburn, Director , -—,,..
of New Products, at (203) 683-8435. s

Don't make a decision on employee benefits
until you talk to The Hartford.

BUSINESS
HOME
AUTO
LIFE

rs#dint#/ACH#/C>wz

Let us protect your world. THE HARTFORD

The Hartford Insurance Group, Hartford, Connecticut 06115.



