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BC/BS plan penalizes
firms offering HMOs

By DONNA DiBLASE

PROVIDENCE, R.l.-Some Rhode Island employers are devel-
oping a serious case of "the blues" as they renew their group indem-
nity health care plans.

Blue Cross & Blue Shield of Rhode Island is assessing employ-
ers a prospective premium surcharge if they offer employees a
health maintenance organization option in addition to conventional
BC/BS indemnity coverage.

BC/BS of Rhode Island is the first group health insurer known
to levy such a prospective surcharge, experts say.

As a result of this "adverse selection
factor"-based on a projection of how
many "good risk" employees will opt
for HMO coverage-BC/BS indemnity

lan premium rates have increased

I- O 'Providence signiﬁcan ly for some Rhode Island
employers.

Consequently, the rating formula-
which was approved by Rhode Island's
Department of Business Regulation,
the s

ad Well ast
4 Some employersare-even searehing

Adverse selection against an indem-

cy that regulates insur-
Sriticized by employers

Rhode Island nity plan occurs when young, healthy
employees-who typically utilize
fewer health care services--opt for
coverage through an HMO.

Often older employees, or those with health conditions that re-
quire more frequent use of health care services, will opt for indem-
nity coverage. This can drive up the cost to the indemnity plan
because of increased frequency and severity of claims, benefit ex-
perts contend.

Continued on page 31

update

Two-thirds of IEA syndicates
plan to seek rehabilitation

MIAMI-ALtL least 10 of the 15

active syndicates on the Insurance
Exchange of the Americas are
planning to seek statutory rehabil-
itation, and the IEA has ceased
writing any new or renewal busi-
ness for an indefinite period.

Ten IEA syndicates say they will
seek statutory rehabilitation be-
cause of the amount of potential
losses they face on several rein-

Continued on nezt page
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Funding tool proposed
for reti ree health costs

By JERRY GEISEL

WASHINGTON-Some employers would have a tax-
effective tool for funding current retirees' health care
costs under a new Reagan administration proposal.

The administration is asking Congress to allow em-
ployers to transfer excess assets from their overfunded
defined benefit pension plans on a tax-free basis to
finance health care benefits for current retirees.

In addition, as part of the most sweeping set of pen-
sion reform recommendations since the Employee Re-
tirement Income Security Act of 1974, the administra-
tion is proposing that employers be allowed for any
purpose to withdraw excess pension plan assets with-
out terminating the plan, though these withdrawals
would be taxed.

Under the retiree health care proposal, pension
assets exceeding 125% of plan liabilities transferred to
a special Voluntary Employee Beneficiary Assn.
formed to fund current retirees’ health care benefits
would be exempt from federal excise or income taxes.
And, assets in the VEBA would earn tax-free interest.

The recommendation, sent by the administration to
Capitol Hill last week, follows years of employer com-
plaints that the federal government-through cutbacks
in the Medicare program-has increased the liabilities
of employers' retiree health plans, but has refused to
give them tax incentives to fund these benefits.

The liabilities of these plans, covering an estimated
6.9 million current retirees and dependents, now total
$45 billion, the Labor Department says.

Under the administration proposal, employers could
tap some of the $218 billion in surplus assets now held
by defined benefit plans to fund health care liability
for current retirees in a tax-effective manner.

Even though the proposal would not allow employers
to prefund future retiree healthcare benefits for active
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workers, benefit observers say employers would jump
at this chance to fund benefits for current retirees.

-This will be a very popular funding method for em-
ployers," observed Frederick Rumack, director of
taxes and legal services for Buck Consultants Inc. in
New York.

"Employers have been anxious to utilize excess
assets to provide (retiree health care plan) benefit

security. But the tax code didn't permit it," Mr. Ru-
mack said.

"l can think of several of our clients who would take
advantage of this,"” said Lloyd Kaye, a managing
director at William M. Mercer-Meidinger Inc. in New
York. "Employers are looking for ways to make effec-
tive use of the excess pension funds.”

The administration's pension package, which still

Continued on page 34

Florida judge enjoins ICA from writing

By DOUGLAS McLEOD

BOCA RATON, Fla.-The Florida Insurance
Department is challenging the status of an
insurer that claims to be authorized in all
states and exempt from regulation under
two alleged turn-of-the-century federal
court decisions.

A Florida state judge recently enjoined the
company, Insurance Corp. of America, from
transacting insurance business in the state.

' Also enjoined from transacting business in

Florida p ICA's behalf were ICA President
A.R. Jgklison and ICA Vp Ernest Scalise.
T177'lorida department requested the in-

Vitinctions, arguing that ICA solicited insur-

N C

ance business from three Miami-area orga-
nizations-including a health maintenance
organization-without a license.
ICA-incorporated in West Virginia and
operating from offices in Boca Raton, Fla.-

is not related to a Houston-based insurer

also named Insurance Corp. of America. The
Houston-based insurer is licensed in Texas

ASA backs softer version

of tort reform proposals

Page 2

and specializes in medical malpractice risks.

Mr. Johnson, ICA's president, is also presi-
dent of Boca Raton-based Dyna Span Corp.
Dyna Span, which claims to operate as a
purchasing group under the federal Risk Re-
tention Act of 1981, has been hit with cease
and desist orders by regulators in several
states who charge that Dyna Span does not
meet the requirements of the federal act (BI,
May 26, 1986; March 3, 1986).

Peter M. Feaman, a Boca Raton lawyer
who represents both Dyna Span and ICA,
said there are no legal or business relation-
ships between Dyna Span and ICA.

Mr. Johnson and other investors not asso-
ciated with Dyna Span bought ICA last year,
Mr. Feaman said.

According to court files, ICA was origi-
nally chartered in West Virginia in 1872
under the name Pocahontas Insurance Co.
and adopted its present name in 1978. ICA
was dissolved by a West Virginia state court
in 1980 but was reinstated in 1983 after pay-
ing back taxes, court files say.

Property/casualty stocks
trail gains on Wall Street

Meanwhile, West Virginia Insurance Com-
missioner Fred E. Wright has warned insur-
ance buyers and agents to avoid dealing with
ICA in Boca Raton. Though ICA is incor-
porated in West Virginia, it is not licensed as
an insurer in the state "or in any other state,
based on information to date,"” Mr. Wright
said in a press release issued Jan. 28.

In addition, regulators in other states-in-
cluding Alaska and Colorado-are investi-
gating ICA's activities, insurance depart-
ment officials in those states confirmed.

Documents show that ICA issued policies
covered fishing vessels in Alaska through
American Indian Insurance Group, an
agency based in Denver.

The Florida department filed its complaint
against ICA, Mr. Johnson and Mr. Scalise
Jan. 21 in Palm Beach County Circuit Court.

Since June 1986, the complaint charges,
the three defendants had been trying to sell
home warranty coverage to members of the
Gleneagles Condominium Assn. of Delray
Beach, Fla., though ICA was not licensed to

Page 3

sell such coverage.

The warranty coverage was being sold
using the name Warranty America, a regis-
tered trademark of ICA.

In a Dee. 23,1986, letter to ICA, a Florida
department examiner requested that ICA
cease and desist from selling the warranties
until it obtained a license.

The Insurance Department received a
reply one week later from Dina Mac],ean, an
executive assistant at ICA, saying that ICA -
had previously been licensed in Florida
under the name Family Home Warranty and
that its license was returned after it began
operating as a purchasing group under the
Risk Retention Act.

Family Home Warranty was a division of
Dyna Span,. according to Dyna Span promo-
tional material.

The Florida department charged in its
complaint that the Risk Retention Act does
not authorize ICA to sell warranty coverage
without being licensed by the Insurance De-

Continued on page 33

Congress begins hearings
on McCarran-Ferguson Act

Page 3
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Syndicates seek rehabilitation

Continued from premous page
surance treaties And late last week, the IEA was waiting to hear
whether three other syndicates also would seek rehabilitation
orders from the Leon County Circuit Court The two remaining
syndicates said they would not need to seek rehabilitation

The thrust of the rehabilitation efforts will be to "work to
achieve the commutation or recision of the treaties" that have pro-
duced the heavy losses, IEA President Nicholas Cross said

If the effort succeeds, several of the syndicates seeking rehabili-
tation could be saved, said Bill Godwin, assistant director of com-
pany regulation at the Florida Insurance Department If the effort
fails, the exchange's future looks bleak, he acknowledged

The IEA board voted last Wednesday to indefinitely cease under-
writing Earlier this month, the board had agreed to a Florida In-
surance Department request to halt underwriting until March 1
because of mounting treaty reinsui ance losses (Bl, Feb 16)

Exchange officials and the Insurance Department are investigat-
ing the participation of most of the 15 IEA syndicates on as many as
a dozen reinsurance treaties that have produced heavy losses The
IEA has questioned whether managing general agents properly
handled business connected with the treaties

The 10 syndicates seeking rehabilitation include Hispano Ameri-
can Insurance Syndicate Ltd and four managed by Daum Manage-
ment Inc Three of the Daum syndicates-Syndicate One Inc , Syn-
dicate Two Inc and Syndicate Three Inc -had been ordered into
rehabilitation earlier this month by the IEA The Florida Insur-
ance Department filed petitions for court-supervised rehabilita-
tion of the fourth-Syndicate Four Inc

Hispano American was placed into court-supervised rehabilita-
tion earlier this month

Mr Cross would not release the names of all the syndicates seek-
ing rehabilitation because all syndicate investors had not been in-
formed of the action

Mr Godwin said last week that a decision was expected soon on
whether the syndicates would be allowed to pay claims

House panel to probe MIC

WASHINGTON-The House Commerce, Consumer Protection
and Competitiveness Subcommittee ts investigating the collapse of
Mission Insurance Co and its effect on the insurance industry

A Los Angeles Superior Court is expected to rule Tuesday on the
California Insurance Department request to hquidate MIC and four
subsidiaries (Bl, Feb 9)

"The possible impact of the Mission liquidation on the insurers
who may have to contribute to guaranty funds in various states
raises the specter of a possible domino effect through the industry,”
said subcommittee Chairman James Florio, D-N J

As part of the subcommittee's investigation, Rep Florio has
asked California Insurance Commissioner Roxani Gillespie to pro-
vide the subcommittee with

* Conclusions the department has reached concerning the fac-
tors that contributed to MIC's collapse, including uncollectable
reinsurance, cash-flow underwriting, unusually high claims and al-
leged illegal practices

= The impact an MIC liquidation would have on policyholders,
state guaranty funds and Mission creditors

« The names of reinsurers that allegedly owe MIC funds and the
amounts they owe

« The names of ceding companies with claims against MIC, and
the impact of MIC's alleged failure to pay claims

AMRECO suspends payments

LISLE, lll -American Mutual Reinsurance Co has temporarily
suspended claims payments while It prepares a commutation plan it
hopes to present soon to claimants The company stopped writing
new and renewal business early in 1985

"We hope to be able to lesume some sort of payments at or before
the middle of the year," said Roy J Hammond, AMRECO's presi-
dent, who was unable to provide details of the plan or the amount
of outstanding claims

Meanwhile, in Canada, the Ontario Superintendent of Insurance
called for a hearing to determine whether underwriting should be
limited at York Fire & Casualty Insurance Co of Concord, Ontario,
one of AMRECO's ceding companies

However, York has challenged the superintendent's right to call
such a heating That challenge was scheduled to be heard last last
week

In calling for the hearing, Superintendent John Weir was con-
cerned that York's financial stability may be impaired if reinsur-
ance payments are uncollectable from AMRECO

A&A's Bogardus to retire in '88

NEW YORK-John A Bogardus Jr, 59, will step down as chief
executive officer of Alexander & Alexander Services Inc after the
brokerage's May 21 shareholders' meeting

Mr Bogardus, who has been A&A's chief executive since No-
vember 1978, will remain chairman of the brokerage until May
1988, when he plans to retire While the selection of a new CEO wiill
occur at either the March or May board meetings, Mr Bogardus has
indicated the position likely will be assumed by Tinsley H Irvin,
A&A's president and chief operating officer

Oil tank coverage mandate

WASHINGTON-Owners of underground tanks used to store pe-
troleum products will be required to have between $1 million and
$6 million in coverage to pay cleanup costs and third-party liability
claims under federal regulations to be proposed in April

Continued on page 34

ABA backs softer version
of tort reform proposals

By STEPHEN TARNOFF The recommendations were largely based on a report

by the Action Commission to Improve the Tort Liabil-
NEW ORLEANS-The American Bar Assn is Sup- ity System, chaired by Robert McKay, former dean of
porting a watered-down version of a tort reform pack- and currently a professor at New York University Law
age recommended by a special ABA commission, but School (BI, Jan 19, Nov 10, 1986)
tort reform advocates say they still expect the ABA's In addition, the ABA's Litigation and Tort and In-
position to propel more tort reform surance Practice Sections also had developed recom-
Some plaintiffs' attorneys, however, complain that mendations on punitive damages
the ABA's recommended reforms would take away Among the McKay Commission recommendations
plaintiffs' rights They also say that the insurance in- adopted by the House of Delegates as submitted calls
dustry's role in the liability insurance "Crisis" should for the ABA to establish a commission to study the
be studied before changes are made in the tort sys- insurance industry's influence on the tort system The
tenn committee will be appointed shortly
The ABA lecommendations-which are not radical Spokesmen for buyers of insurance and insurers said
departures from traditional tort law-in some cases last week that the recommendations will be a positive
were softened to gain passage in the ABA's House of step in the drive to bring about tort reform
Delegates, the association's policy-making arm "It is a positive development," said Franklin W
At its midyear meeting last week, the 440-member Nutter, president of the Alliance of American Insur-
ABA House of Delegates voted to approve 21 pro- ers in Schaumburg, lll
posals, including recommendations that "It is important impetus for tort reform" said Jon %
» Before punltive damages can be awarded, plain- Harkavy, general counsel and director of governmental
tiffs should prove by clear and convincing ewdence affairs for the Risk & Insurance Management Society
that defendants acted with conscious disregard for Inc In New York
their safety-a more stringent standard than currently Given the diversity of interests among ABA mem-
required in some states bers, the fact that they came out with something at
* No caps be placed on damages for pain and suf- all is important, he added
fering, but the ABA should consider studying whether The ABA has 330,000 members out of about 600,000
juries should be guided on awarding such damages lawyers in the country
» Defendants should be held liable only for their Last week, Professor McKay said he was p|eased
equitable share of plaintiffs' non-economic loss, but with the results of the ABA House of Delegates' ac-
only if their share of blame IS "substantially dispro- tion on the Commission's work, despite the modifica-
portionate" to that of defendants unable to pay Continued on page 4

Future rate cuts to be

1

Directory

of captive less severe: Compton

managers By JUDY GREENWALD

Busmess Insurance will publish
its annual directory of captive
management companies in the
March 30 issue, which will contain
a spotlight report on domestic and
international captive domiciles
and on captive insurance company

PITTSBURGH-The next soft market will not be as severe as
the one that triggered the current hard market, predicts Ronald E
Compton, president of New York-based American Re-Insurance Co

Due to declining interest rates, insurers will not
generate enough investment income to "paper
over" their underwriting mistakes this time, said
Mr Compton, who spoke at the 6th annual se-

trends minar of the Pittsburgh chapter of the Risk &
There is no charge for captive Insurance Management Society earlier this
month

management companies to be
listed, however, to be included

companies must request and return

The lesson taught by the recent hard market
will "save us from ourselves," he said, noting that 4

a questionnaire provided by Bust-
ness Insurance

The extended deadline for re-
turning the completed question-
Nnaires to Business Insurance is
March 9

If your company provides cap-
tive management services in the
United States or abroad and you
have not yet received a question-
naire, please request one immedia-
tely by writing Marilou Jones,
Directory Editor, Business Insur-
ance, 740 N Rush St, Chicago, Il
60611, or by calling 312-649-
5279

Mail requests from outside the
United States should be sent air
mail

with lower investment income, poor underwriting
will "stick out like a sore thumb," forcing insur-
ers and reinsurers to do a better job

The stock market also isn't as receptive to eqg-
uity offerings by property/casualty companies as it was as recently
as six months ago, he said This also will discourage a return to
epidemic price-cutting

"We are in a very tough recovery," said Mr Compton, who wiill
become senior vp of Aetna Life & Casualty Co , American Re's par-
ent, March 1 The current hard market will not soften for "at least
another year to year and a half," he added

Recovery-which Mr Compton said began during 1984's foulth
quarter-is slow because of the "suicidal" and "murderous™” na-
ture of the last down phase

"We assassinated the morale of many of the best casualty and
property underwriters in the business" during the last soft market,
by preventing them from doing the job for which the industry had

spent "hundreds of millions" of dollars training them, Mr Comp-
ton said

Mr. Compton

Continued on page 17
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Insurer stocks

By JUDY GREENWALD

trail Wall Street gains

Bi Model Portfolio
NEW YORK-Investors in insurer stocks generally are
finding themselves paddling in the quiet backwaters of Wall

Street as the wave of the stock market rally continues to July 25
crest No of purchase Oct 23 Percent Feb 18 Percent
. i Total i Total' i Total’
The overall market has dramatically outperformed the Stock shares price ota price ota change price change

property/casualty insurer stocks recommended by securities
analysts during the past six months Even a group of insurer

Chubb 37 $72.13 $2,668.63 $69.63 $2,590.56 (2.9)% $66.75 $2,485.29 (6 9)%
stocks picked out of a hat has outperformed a hypothetical General Re a3 61.88 2.041 88 57.75 1,913.01 (6.3) 61.88 2.05013 0.4
portfolio made up of analysts' top picks
. . . . AlIG S/2 134.25 2,013.75 128.25 1,925.40 (4.4) 71.88 2,15813 7.2
Yet, despite this lagging performance, analysts remain
confident in the long-term growth potential of insurer stocks, Fireman's Fund 28 38.13 1,067.50 3825 1,073 10 ©°-5 38.50 1,080.10 1=
with American International Group Inc, General Reinsur- USF&G 15 40.00 600.00 38.38 584.33 (2.6) 46.75 709.95 18.3
ance Corp and Chubb Corp remaining particular favor- Ohio Casualty 14 81.00 567 00 84 50 596.75 52 44.25 630.00 11.1
ites
. . American General -- 13 - 41.63 541.13 39.00 510.64 5.6 41.50 54314 0.4
Those three stocks-along with Fireman's Fund Corp , (6.6
USF&G Corp, Ohio Casualty Corp , American General Corp CNA 8 55.50 444.00 55.88 “447.00 o7 6225 498 00 122
and CNA Financial Corp -comprise the Bustness Insurance -dash 56.11 56.97 1.5 57.91 3.2
Model Portfolio, which Bl established on July 25, 1986 with a TGial 10,000.00 9,697.76 (3.0) 10,212 64 2.1
hypothetical $10,000 investment (Bl, Aug 4,1986) The s&aP 500 540.22 539.28 (0.4) >85.42 18.8

stocks were selected based on the advice of stock analysts
Since then, the value of shares held by the Model Portfolio ,
has increased 1% from the original $9,943 89 invested in July
And, counting dividends and 5 75% interest on cash remain- i . .
ing from the original $10,000 stake, the total value of the The value of the shares m the Random Portfolio-which The increase in both portfolios' value, however, pales com-
portfolio stands at $10,212 64, or a 2 1% increase from the Includes shares of CIGNA Corp , CNA, Aetna Life & Casualty pared with the stock market's overall gain Between July 25
original $10,000 investment (see chart) Co, Continental Corp and The Home Group Inc -has m- and Feb 18, the Standard & Poor's 500 stock index increased
But this gain is overshadowed by the gain m the Bl Ran- creased 64% to $10,270 on Feb 18 from $9,652 50 on July 18 8% to 285 42 from 240 22, including a 579-point rise last
dom Portfolio, which was established at the same time as the 25 Dividends plus interest on leftover cash boosted the Tuesday, the same day that the Dow Jones 30 Industrials
Model Portfolio to help evaluate the analysts' recommenda- $10,000 stake to $10,703 44, a 7% increase (see chart, page Jumped 54 14 points, its largest daily gaig e\t/er 4 a4
tions 35) ontznued on page

McCarran-Ferguson Insurers refuse olil rig claim

By STACY SHAPIRO U S, Lloyd's of Londo nd Scandinavian un-
hearings begin

derwriters-say they were not Informed about what
By JERRY GEISEL

3 i
Includes dividend payments ? Shares after 2 1 spliton Nov 17 Shares after 2 1 split on Jan 23 Chart Amy Palmer

LONDON-U S and European insurers are refusing type of man-made island served as a base for the rig in
to pay a $62 2 million claim for a storm-damaged the Beaufort Sea in the Arctic Ocean The island was
oil rig in the Beaufort Sea, raising the possibility that made in shallow water off the northern coast of Alaska
broker Sedgwick Group PLC and its errors and and the Yukon Territory
omissions insurers may wind up paying the loss Further, the insurers claim that the policy did not

Esso Resources Canada Ltd of Calgary, Alberta, and cover extra expenses
12 other oil and gas exploration companies are suing Esso and the other plaintiffs maintain that if the
20 insurers and brokers Sedgwick Tomenson Inc in court finds that the risks were misrepresented to the
Calgary and Sedgwick Offshore Resources Ltd of insurers, then Sedgwick Tomenson and Sedgwick Off-
London in a Canadian court to recover as much as shore Resources should pay the claim
$62 2 million in losses, including extra expenses The Sedgwick units deny the risks were misrepre-

The insurers, led by Commonwealth Insurance Co of sented to the underwriters, but Sedgwick Group has
Vancouver, British Columbia, refuse to pay the claim, notified ItS errors and omissions underwriters of the
contending the risk was misrepresented either by the claim
oil companies or the Sedgwick units when coverage Lawyers in the case, who were in London last week
was renewed taking depositions, said the dispute could be settled

Specifically, the insurers-which include Canadian, Continued on page 31

WASHINGTON-Small business organizations, Reagan adminis-
tration officials and state legal officers are urging Congress to re-
peal the antitrust provisions of the McCarran-Ferguson Act

At the first of what will be many congressional hearings on the
McCarran-Ferguson Act-the 1945 federal law that leaves primary
regulation of the Insurance industry to the states and gives insurers
a limited exemption from federal antitrust law-a representative of
the National Federation of Independent Business said there ts no
“continuing lustification" for the exemption

"Our members want to see a level playing field for all com-
panies, including those in the business of insurance We believe the
antitrust exemption hinders competition,"” said John Motley, direc-
tor of federal legislation for the 500,000-member NFIB, before the
Senate Judiciary Committee

"Having a level playing field where the insurance sector lives
under the same rules of the economic game as every other indus-
try is essential to resolving the insurance crisis for the long term,"
Mr Motley said

Federal Trade Commission Chairman Daniel Oliver described
the McCarran-Ferguson Act as anti-consumer, contending that It
protects industry price-fixing and gives insurers the freedom to

limit policy forms and to divide customers and territories among
thennselves

Oklahoma comp insurers plot future

By CAROL M. CAIN another measure that would allow the state fund to

write reinsurance for workers compensation self-in-
OKLAHOMA CITY-Insurers say they will continue surers and write professional liability insurance

to write workers compensation coverage in Oklahoma, In its July 25 ruling, the state Supreme Court not

despite the sting of a recently affirmed state Supreme only overturned the 25 9% rate hike, which took effect

Court decision that nullifies an average 25 9% rate Nov 1,1985, but also ordered that insurers refund any

hike approved in 1985 and orders premium refunds excess premiums paid by employers based on the rate
However, insurers say they soon will submit another hike (Bl, Aug 4, 1986)

rate filing seeking an increase that likely will exceed The court said that insurers failed to provide suffi-

the 41 9% hike originally requested in early 1985 cient information to justify the rate increase It also

Mr Oliver labeled as "bogus" industry contentions that the repeal
of McCarran-Ferguson's antitrust provisions will hurt policyhold-
"The evidence from other industries that have been deregulated
and exposed to application of the antitrust laws demonstrates that
consumers benefit from competition," he said, citing the Increased

new lines of business

choices available to consumers since antitrust laws have been ap-
phed to health care providers
In addition, Mr Oliver said insurers still would be free to pool
data to make actuarial pro]ections, noting that antitrust law does
not place an obstacle on the pooling of loss data
Continued on page 6

In addition, a new insurance rating bill that would said before rate increases are approved in the future,
supercede the Supreme Court's July 25 decision is ex- insurers will have to prove that current rates are un-
pected to be introduced in the Oklahoma Legislature reasonably low and that those low rate levels would
scon endanger insurers' solvency or restrict competition

Meanwhile, two other bills have been filed in the The National Council on Compensation Insurance,
Oklahoma Senate one to convert the competitive state which represents workers compensation insurers in
fund into an exclusive state fund, thereby banning Oklahoma, asked the high court to reconsider its July
commercial insurers from the work comp market, and Contmued on page 29

DeAlessandro joins Commercial Credit

By STEVE TARAVELLA
and JUDY GREENWALD

Commercial Credit Co, Mr DeAlessandro two insurance units into new lines of busi-
will head operations at Gulf Insurance Co , a ness they have not previously written, like ums of $254 1 million and direct written pre-

Gulf, which reported net written premi-

property/casualty underwriter based m Irv- professional liability insurance and directors miums of $127 7 million in 1985 has written
NEW YORK-Joseph P DeAlessandro, a ing, Texas, and American Credit Indemnity and officers liability insurance, a line in a variety of commercial and personal lines

19-year veteran executive of American In- Co, a credit insurance company based in which Mr DeAlessandro

ternational Group Inc, is now with a group Baltimore, as well as their subsidiaries
of much smaller insurers to lead them into

of AIG affiliate National Union Fire

Commercial Credit Co, a former affiliate expert
of Control Data Corp, iS headed by Chair-

coverage, including auto liability and physi-
is regarded as an industry , , -VI cal damage, workers compensation and ho-
meowners coverage Ilts 1985 combined ratio

wVithinmn a week of Mr , 1-— was 131%

Mr DeAlessandro, who had been president man and Chief Executive Officer Sanford | DeAIess%ndro's departure :-'ti 1 For the six maonths ended June 30, Gulf

ance Co of Pittsburgh, Pa

Insur- Weill, former president of American Express from Al
, IS the second Co and former chairman and chief executive Union vps also resigned to ten, a pretax loss of $1 8 million and an af-
top-AIG official to leave the company since officer of Fireman's Fund Insurance Cos

two National .10 posted $95 7 million in net premiums writ-

accept positions at Com- tertax net loss of $300,000 The company re-

Jan 1 Last month, American Home Assur- Control Data put the company up for sale mercial Credit ported a 119 3% combined ratio

ance Co President Dennis Busti resigned to in 1985, but retracted the offer early last Norman Butzow has 1 The stock prospectus issued last October
become president of Columbia Insurance vear @nd, in October, spun the company off been named senior vp in by Commerical Credit notes that "a recent
Co, a unit of Berkshire Hathaway Corp (Bl, to the public Commercial Credit's stock is charge of reinsurance and Mr. DeAlessandro review by Gulf management suggests that It
Feb 2) now traded on the New York Stock Ex- management information

As chairman and chief executive officer of change
New York-based Commercial Credit Insur-

may be necessary to make an addition to
systems at Commercial Credit, while Ray- the reserves, which could have an aftertax
Mr DeAlessandro, who joined Commercial mond Donovan has been named senior vp in cost of up to approximately $9 million "

ance Services, a unit of Baltimore-based Credit last week, says he plans to lead the charge of administration at the company Continued on next page
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DeAlessandro leaves AIG

Continued from previous page

A Commercial Credit spokeswoman noted that
Gulf's reserves were boosted by an additional $27.8
million in the fourth quarter of 1986.

American Credit, which reported net written premi-
ums of $39.6 million and direct written premiums
of $48.7 million in 1985 has written credit insurance
exclusively.

Its 1985 combined ratio was 94%.

American Credit Indemnity wrote $19 million in net
premiums for the first half of 1986, and reported a
combined ratio of 107.1% for that period.

By contrast, National Union in 1985 reported net
written premiums of $806.9 million and direct written
premiums of $3.1 billion.

Besides expanding the types of business the two in-
surers write, Mr. DeAlessandro says he also plans to
make the insurers a market for large brokers. Cur-
rently, agents produce most of the companies' busi-

The two insurers will bring much-needed capacity to
the market, Mr. DeAlessandro said, adding that he is
confident that "all of our operations are going to
grow.”

Gulf reported a policyholders surplus of $89.1 mil-
lion at year-end 1985, while American Credit reported

a surplus of $57.2 million.

Mr. DeAlessandro, who will also serve as senior vp of
Commercial Credit Corp., says he is "very delighted"
to take advantage of what he terms "a fantastic new
opportunity.”

Mr. DeAlessandro left AIG Jan. 30 after almost 20
years with the company. Besides his post at National
Union, he was also an executive vp at American Home
and a vp with the parent company.

Mr. DeAlessandro dismissed rumors that his exit
was prompted by personal differences with AIG Presi-
dent Maurice R. Greenberg, and says Mr. Greenberg
was unhappy to see him leave.

"l respect, admire, and think most highly of Mr.
Greenberg or | wouldn't have been with him for 19
years," says Mr. DeAlessandro, 56.

"Everyone has a need to see what they're happy
doing. I'm happy creating; I'm a creative person," he
said.

Mr. DeAlessandro said his departure was friendly
and without animosity.

Thomas R. Tizzo, executive vp-domestic general bro-
kerage at AIG, will assume Mr. DeAlessandro's re-
sponsibilities until a permanent replacement is named,
said an AIG spokeswoman.

The spokeswoman would not comment on the num-
ber of insurance company executives that have re-
—cenmtly left AN . -
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ABA tort reform proposals

Continued from page 2
tions made to win the support of certain attorney groups.

"Essentially, our report was adopted," he said. "l think it is a good
package." However, he admitted that in several instances, largely because
of objections from the plaintiffs' bar, there was a "softening" of the lan-
guage to get the proposals passed.

Some plaintiffs' attorneys still object to the ABA's recommendations.

"The report is fatally flawed because it did not entertain the un-
derlying issue," which is the insurance industry's role in the tort "crisis,"
said Ray Ferrero Jr., with the Fort Lauderdale, Fla., firm of Ferrero,
Middlebrooks, Strickland & Fischer.

Mr. Ferrero also objected to the ABA's recommendations to tighten
the standards for awarding punitive damages, and to the ABA's treatment
of joint and several liability.

One area where the ABA House recommendations differ significantly
from the McKay commission is punitive damages.

Prior to the vote in the House, members of the McKay commission
and the Litigation and TIPS sections negotiated which recommendations
would go before the House. The result was statements that punitive dam-
ages have a place in appropriate cases and should not be abolished, but
that their scope should be narrowed.

Like the McKay Commission, the House recommended that plaintiffs
be required to demonstrate by "clear and convincing" evidence rather
than the lesser standard of by "a preponderance of the evidence" that
defendants are liable for punitive damages.

The House also approved a recommendation that plaintiffs must demon-
strate that defendants engaged in a "conscious or deliberate disregard
with respect to the plaintiff."

It also approved the MeKay Commission recommendations that appro-
priate pretrial procedures be used to eliminate frivolous claims and that
evidence, such as the net worth of a defendant, relevant to the question of
punitive damages be introduced only after the defendant's liability for
compensatory damages and the amount of those damages are determined.

In addition, the ABA recommendations also provide that punitive
damage awards should be subjected to court scrutiny and that trial courts
should reduce punitive damage judgments when justified.

The House also recommends that safeguards be adopted to prevent
defendants from being subjected to multiple punitive damage awards
arising from a single wrongful act that are "excessive in the aggre-
gate." But the House stopped short of recommending that such multi-
ple damage awards be prohibited in the case of mass torts, as has
been proposed by some defendants.

And, the House failed to adopt a provision approved by the McKay
Commission that recommended that a portion of a punitive damages
award be allocated to public purposes.

The ABA House approved a version saying that in certain punitive
damage cases, a court could be authorized to give part of the award
to the public after determining what is a reasonable portion to compen-
sate the plaintiff and his attorney.

But the approved version also states: "The novelty of such proposals
and the absence of any adequately tested programs for implementing re-
quire further study before an informed judgment can be made as to
whether, or to what extent, such proposals will work in practice. We urge
such studies.”

On the doctrine of pain and suffering awards, the House of Dele-
gates also endorsed McKay Commission proposals that no ceilings be
placed on the size of pain and suffering awards but that trial and
appellate courts should more aggressively use their power to reduce ex-
cessive verdicts or to increase awards if they are too low.

However, the ABA deleted a recommendation that options should be
explored to provide more guidance to juries on the appropriate range of
damages to be awarded for pain and suffering in a particular case. In-
stead, it recommended that options be explored "by appropriate ABA
entities whether additional guidance can and should be given to the jury."
On the issue of joint and several liability, the House approved the
McKay Commission proposal in its entirety, recommending that the
doctrine be modified so defendants whose responsibility is "substan-
tially disproportionate" to the liability of the entire loss be liable only for
their share of the plaintiff's non-economic damages.

"A defendant's responsibility should be regarded as 'substantially dis-
proportionate' when it is significantly less than any of the other defen-
dants; for example, when one of two defendants is determined to be less
than 25% responsible for the plaintiff's injury," the commission explained
in its report. This recommendation does not apply to economic damages.

The House of Delegates also agreed with the McKay Commission on
certain aspects of attorneys' fees, including calling for fee arrangements
to be set forth in a written agreement identifying the basis on which the
fee is calculated and that a contingent fee information form be given to
each plaintiff before a contingency fee agreement is signed.

However, the House watered down another McKay Commission recom-
mendation on contingent fees. The House approved a recommendation
that courts should "discourage" the practice of taking a percentage fee
out of the gross amount of any judgment or settlement.

The McKay Commission recommended that this practice be "pro-
hibited" and that contingent fees be based only on the net amount
recovered after litigation expenses such as expert witness fees and deposi-
tion costs.

The House also adopted a modified version of a recommendation
by the McKay Commission that would require that fee arrangements with
each party be submitted to the court in private whenever a judgment is
entered in a tort case. Under the McKay recommendation, the court would
have the authority to disallow a portion of the fee if it is excessive.

Instead, the House modifications provide that fee arrangements may
be submitted to the court or other approved public body for disallow-
ance of excessive fees "upon complaint of persons who retained counsel or
are required to pay counsel fees"

In addition, the House recommended that discipline of lawyers should
continue to be the responsibility of the highest judicial authority in each
state rather than controlled by a state body, as the Mday Commission
had recommended.

The delegates also approved a recommendation that one or more tort
award commissions be established to review tort awards during the pre-
ceding year, publish information on trends, and suggest guidelines for
future trial court reference.

Recommendations for streamlining litigation through methods of dis-
couraging frivolous claims and unnecessary delays, plus limiting secret
and coercive agreements between defendants' and plaintiffs' attorneys
also were aprprovved. -
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Antitrust

Continued from page 3

"The problem arises when insur-
ers go beyond collecting and ag-
gregating loss data, and collec-
tively determine rates or coverages

to be offered,” according to Mr.
Oliver.

While stressing that the Reagan
administration favors state regu-
lation of the industry, Charles
Rule, an assistant U.S. attorney
general, said insurers "have no
special characteristics"” that
should bar them from full competi-
tion.

While hedging on whether a re-
peal of the antitrust provisions of
the 42-year-old statute is appro-

The mass cancellation of medical malpractice

coverage in West Virginia *exemplifies to my mind

and to most of the citizens of West Virginia why
the McCarran-Ferguson antitrust exemption
should be scrapped,' says Mr. Brown.

priate now, Mr. Rule said there
would be no justification for an
antitrust exemption if the insur-
ance industry sought such an ex-
emption today.

But, Mr. Rule questioned
whether the existence of the
McCarran-Ferguson Act has
played a role in the liability insur-

ance crisis, adding that the crisis
probably is more due to an expan-
sion of the legal system.

He noted, for example, that even
if insurers in a state all followed
rates set by industry-supported
rating organizations, it would be
difficult for those insurers to pre-
vent new companies from entering

the market and offering a lower
price to consumers.

However, state legal officers tes-
tified that if insurers had been
subject to antitrust law, they
would not have withdrawn en
masse from certain markets.

"If there had not been a McCar-
ran-Ferguson Act, | doubt if there
would have been a mass with-
drawal of insurers from the West
Virginia medical malpractice mar-
ket" last year, said West Virginia
Attorney General Charles Brown
(BI, April 28, 1985; June 2, 1985).

Mr. Brown said the "combined,
coordinated, simultaneous" mass
cancellation of medical malprac-
tice coverage in the state "exem-
plifies to my mind and to most of
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the citizens of West Virginia why
the McCarran-Ferguson antitrust
exemption should be scrapped.”

Massachusetts Attorney General
James Shannon, who spoke on be-
half of the National Assn. of Attor-
neys General, said the industry has
the best of both worlds: immunity
from federal antitrust law and
weak state regulation.

"l can't believe this is what Con-
gress had in mind in 1945" when
it passed the McCarran-Ferguson
Act, Mr. Shannon said.

Other state officials urged the
committee to pass legislation to
give the federal government au-
thority to collect extensive finan-
cial information from insurers.
Such information would include-
on a line by line basis-premium
volume, claims paid, reserves and
investment income.

Without access to such informa-
tion, states cannot decide what is
the real cause of the high cost and
shortage of liability insurance, said
Jeffrey Teitz, chairman of the

Rhode Island House Judiciary
Committee.

While state officials favored re-
peal of the antitrust provisions of
the McCarran-Ferguson Act, some
Senate Judiciary Committee mem-
bers said they either had no posi-
tion or were opposed.

For example, committee Chair-
man Sen. Joseph Biden, D-Del.,
said he had an "open mind” on
changes to McCarran-Ferguson,
while ranking minority member
Sen.

Strom Thurmond, R-S.C., said:
"The McCarran-Ferguson Act

should not be disturbed. . .repeal
of the act will not solve the insur-

ance crisis."

However, Sen. Howard Metzen-
baum, D-Ohio, a longtime critic
of the insurance industry who is
leading the effort to repeal the an-
titrust exemption, said businesses
have been hurt by allowing insur-
ers to rely on industry rating bu-

"Small businesses face enormous
and often unjustified rate in-
creases, in part, because of the in-
dustry's system of relying on
jointly recommended premiums,”
he said.

"The property/casualty industry
does not set rates by free compe-
tition. Instead, insurance com-
panies rely on an elaborate, na-
tionwide system of recommended
rates, rates recommended by an or-
ganization totally controlled by the
industry. This practice would be
illegal in any other industry,” Sen.
Metzenbaum said.

But even Sen. Metzenbaum said
he wanted to retain state regula-
tion of the insurance industry. The
only change he advocates is simply
subjecting insurers to the full
scope of antitrust law.

Sen. Paul Simon, D-Ill., likened
repeal of the antitrust provisions
of the McCarran-Ferguson Act to a
train traveling down a track at full
speed: Insurers have the choice of
either being run down by the train
or hopping abroad and working
with legislators to reach a reason-
able compromise.

While insurance industry and
state insurance department offi-
cials generally oppose any changes
in the McCarran-Ferguson Act,
Delaware Insurance Commissioner
David N. Levinson recommended
that Congress give the National
Assn. of Insurance Commissioners
new regulatory powers.

Mr. Levinson said the Judiciary
Committee should consider legis-
lation to give the NAIC the au-
thority and resources to solve such
problems as interstate insurance
fraud, monopolistic behavior and
solvency oversight.

But Sen. Howell Heflin, D-Ala.,
questioned if there was a prece-
dent for such a congressional dele-
gation of authority, while Sen.
Metzenbaum described the NAIC
as an organization that has had
difficulty separating itself from the
iNnsurance iNndustry. |1
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Reporting weekly for corporate risk,

In the public’s interest

NLY TIME WILL TELL whether the largest best weapon against unfair and unfounded allega- Publisher. Alfred Malecki (New vork)
O municipal group self-insurance program in tions IS publicly provided proof to the contrary
Michigan proves to be financially sound, but con- And, while some pool members may not express Managing Editor James M Burcke (Chicago)
cerns raised about the liability program are a an interest in, say, the details about the amount or Assistant Managing Editor- Dave Lenckus (chicago)
warning today not only to members of that pro- scope of commercial reinsurance coverage-trust- Graph,cs Editor- Holly E Seguine (Chtcago)
gram but also to members and managers of every ing this analysis to their pool manager-the in- CHICAGO:- Stacy Adler (Assistant Copy Editor)
self-insured group around the country formation nonetheless should be provided to every C.aro' M Cai_” (Associate Editor) '

; . .. . . R Linda J Collins (Agent/Broker Topics
As we reported last week, the Michigan Munici- member of a pool This IS especially important
pal Risk Management Authority IS either a god- when public entines are buying coverage from a
send or a gamble for ItS 252 members, depending self-funded pool Even if the county clerk or city
on whether MMRMA can support its assumption of treasurer is not expert enough or not interested
risk and whether MMRMA is reserving enough enough to analyze the financial stability of the
money to cover future claims against its members program, insurance-savvy citizens whose tax dol-
By conventional commercial insurance company lars are at stake have a right to the information

standards, MMRMA IS self-funding too much lia- A public entity's commercial insurer and ItS fi-
bility risk and ItS estimated combined ratio ap- nancial status can be determined from public rec-
pears to be unrealistically low The president of ords The financial status of a public entity pool DALLAS: Michael Bradford (Associate Editor)
MMRMA's management company contends that it'S and its operations should be open to public scru- LONDON. Stacy Shapiro (International Editor)

R R . . . Carolyn Aldred (Associate Editor)
unfair to apply conventional commmercial insurance tiny
company standards to the financial structure of In the case of MMRMA, despite disclosure by the
MMRMA, which differs from a commercial insurer pool manager to its members, some members aren't
If that's true, then some other standard should be fully aware of the growing amount of risk assumed
offered by MMRMA to help ItS members judge its by the pool and don't understand the possible re-
sults Furthermore, some conditions of reinsurance

Editor Kathryn J Mcintyre, ARM (Chicago)
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financial stability

Financial stability iS critical to members of every contracts were not disclosed and some questions
self-insurance pool For example, if MMRMA remain about the scope of coverage
should ever run out of money to pay claims within In addition, self-insurance pool managers who
the self-insured portion of its reinsurance pro- have a financial interest in another company that
gram, the Individual municipality with the claim might eventually benefit from the operation of the
will be left to foot the bill-out of general reve- pool should practice full disclosure We believe this
nues, a tax hike or perhaps even a bond issue is good business practice for both public entity

While financial stability must be of paramount pools and the private entity pools that are being LOS ANGELES. Michael J Sharpe (Distnct Manager)
importance to MMRMA members and to every self- formed under the Risk Retention Act NEW YORK. Charles A Horvath (Distnct Manager)
insurance pool member and manager, our nine- In the case of MMRMA, a Bermuda-based com- Jack Forrest (Distrmt Manager)
month investigation of allegations about MMRMA pany owned by managers and advisers to the pro-
also revealed two related issues that should con- gram served as a retrocessionaire on a portion of
cern all members of self-insurance pools the de- the MMRMA reinsurance program and the retro-
gree of members' own understanding and analysis cession was not fully disclosed to all MMRMA
of a pool's operation and the extent of the pool members There is nothing illegal or necessarily
manager's disclosure of Information about the improper about this, but non-disclosure creates at
pool's operation Only with complete understand- least an appearance of possible impropriety
ing of all the facts can a member of a self-insur- Currently, municipal self-insurance pools gen-
ance pool make an informed decision about the erally are unregulated, except for monoline work-
pool's financial stability and whether to Join it ers compensation self-insurance pools However,

Based on our investigation of MMRMA, It'S obvi- there already is a movement in Michigan to impose ADVERTISING. New York 212-210-0133
ous that at least some pool members don't fully more regulation on MMRMA and the Michigan Mu- g T o
understand the pool's operation and finances They nicipal League, which also sponsors a pooling pro- oS mnases ST
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have accepted at face value that they have $10 mil- gram, Business Insurance learned last week
lion in coverage at a lower price than that being The chairman of the Michigan House Insurance
charged by commercial insurers for lower limits Committee, Rep Mary C Brown, D-Kalamazoo,
However, MMRMA self-insures about 47% of the has drafted a bill that would bring pools under
$10 million limit after members' retentions Given the oversight of the insurance commissioner, re-
the extent of self-insurance, it is conceivable, quire minimum capitalization as provided in the
though arguably unlikely, that large losses could at insurance code, impose some uniformity of finan-
some point exhaust MMRMA funds set aside to cial reporting, and require actuarial certification
cover the self-insured portion of the reinsurance of loss reserves Additional details of the bill, ex-
program And, unlike a licensed insurer, MMRMA pected to be introduced soon, were not available
is not covered by the state guaranty fund Given the extreme difficulties many municipal-
Pool members and pool managers must share re- ities face in finding affordable commercial liability
sponsibility for ensuring that members understand insurance, we would not welcome regulations that
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Does your reinsurer
understand your needs”?

—rrm

D “esiyourJeinsurer istenwhenyoudry to

Or is he too busy trying to pick off only
thejuiciest risks. . .while ignoring the rest of
your book of business?

Were known asthe one reinsurer who

really /istens to your problems.
And after we listen, we find innovative

waysto handle all your reinsurance problems.

We work with you throughoutthe entire
reinsurance process, from risk selection to
claims management.

So the next time you're talking apples

and your reinsurer is hearing oranges, call us.

We are one reinsurer who really knows
howtolisten.

NOETH AMERICAN

We Take Your Risk
Out Of Reinsurance.

NORTH AMERICAN REINSURANCE CORPORATION 237 PARKAVENUE, NEW YORK, NY 10017 (212) 907-8000

ATLANTA BOSTON CHICAGO DALLAS LOSANGELES NEWYORK PHILADELPHIA SAN FRANCISCO
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Governor proposes massive cuts at Cal/OSHA

By STEVE TARAVELLA

LOS ANGELES-To shave about
$8 miillion from the state's budget,
Gov. George Deukmejian intends
to dissolve most of California's
workplace safety agency and shift
those responsibilities to the fed-
eral workplace safety agency.

The governor proposesrestruc-
turing Cal/OSHA-the California
Division of Occupational Safety &
Health-to regulate only public
ernployees.

The proposal has met with op-
position from organized labor, the
state's Assembly speaker and the
federal Occupational Safety &
Health Administration, while em-
ployers' reactions are mixed.

Labor unions in the state claim

that if Cal/OSHA is restructured as

it will lead to more
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proposed,

workplace accidents and, as a re-
sult, employers' workers compen-
sation premiums will balloon.

In a statement released Feb. 10,
California Assembly Speaker Wil-
lie Brown pledged that the state
Legislature would not pass laws
that would destroy Cal/OSHA. Mr.
Brown called eliminating the
agency "really stupid.”

"It would be humorous, were it
not so potentially damaging and
dangerous for the workplace,”" he
observed.

While the Legislature must ap-
prove the governor's budget, he has
a line-item veto ability.

Joining the voices of opposition
is the federal safety agency.

"We'd very much prefer that
California remain a state-plan
state," said an OSHA spokesman
in Washington. "But by July 1, we
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must be prepared to assume juris-
diction and promote a smooth
transition.”

July 1 is the first day of Califor-
nia's 1987/1988 fiscal year.

Employers appear divided on the
issue. Some large companies with
multistate operations prefer to
deal with one uniform set of reg-
ulations for their various divisions,
while some smaller companies pre-
fer local access and communication
to a federal bureaucracy.

California is one of 23 U.S. states
and territories that currently oper-
ate workplace safety agencies in-
dependent of and superceding the
federal OSHA, as allowed by the

Federal Oveupational Safety &
Health Act of 1971.

California, which has operated
Cal/OSHA since 1973, would not
be the first state to return control

02,825,1sp
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Because the front can be yours!

We set out to develop an American
HealthCards system that provides real-time
verification of eligibility at the provider's

facility. That's not all. We're also integrating
cost control capabilities, simplifying record-

keeping, providing live review and direct
payment to providers.

Through American HealthCardSM sSystems,

you can maintain total plan integrity. Your card.
Your plan. Your control.
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to the federal government.

Three states-lllinois, New York
and Wisconsin-were forced to re-
linquish safety enforcement re-

It is this type of system-one that
regulates safety for public employ-
ees only but would offer only
safety advice and consultation to
working conditions for public em-
ployees, such as highway construe-
tion workers and firefighters, the
federal agency says.
sponsibility to federal OSHA in
1973 when state legislatures did
not approve the new role they had
assumed. Under the 1971 act,
states were allowed to regulate
workplace safety immediately, but
their legislatures were required to
approve those agencies within two
years. Colorado withdrew in 1980.

Connecticut withdrew all but

regulation of public sector employ-
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CONSIDER THE POSSIBILITIES...

* Integrated with your system or stand-alone

- Access-driven

* Provider payment potential

- Live, on-site:
- Eligibility
- Coverage data
« COB integration
+ COBRA management

.

AmMmerican

9 HealthCards"

--- - Systems

at last, a health card with real-time integrity.

To find out more about American HealthCard Systems, write:

AMERICAN HEALTHCARD SYSTEMS,

An NGS Company

©Americin Hcalthcard Systems, Inc. 2-87

Deductible/Co-insurance processing

INC., P.O. BOX 7678, ST. CLAIR SHORES, MICHIGAN 48080.

ees in 1978, and New York rein-
stated regulation of public sector
workplaces in 1982. These states
are the only two that only regulate
private sector employers-that
Gov. Deukmejian wants California
to adopt.

Doing so would eliminate about
366 jobs and save the state $8 mil-
lion in the first year and perhaps
more in future years, according to
a summary of the governor's 1987/
1988 budget proposal.

Eliminating all but the public
sector enforcement sections would
cut $22.2 million from the approxi-
mately $33,5 million budgeted for
Cal/OSHA in 1987/1988: $8 miillion
from state funds and $14.2 million
from the federal government, the
governor hopes,

To press Gov. Deukmejian to
change his mind, labor unions and
others claim the $8 million savings
would cause more job accidents
and higher workers compensation
insurance premiums.

"If he takes a look at the facts,
we can prevail,"” observed Richard
Holober, legislative representative
for the California Labor Federa-
tion in San Francisco.

Most parties recognize that Cal/
OSHA is far more strict than its
federal counterpart, because Cal/
OSHA's standards had to be at
least as rigorous as OSHA's before
the state agency could be formed,
according to the 1971 act.

Mr. Holober cites numerous dif-
ferences between the agencies,
among them the regulation of
chemical exposure: Cal/OSHA's
permissible exposure levels on
about 100 toxic chemicals are more
strict than the federal OSHA's re-
quirements, and the state agency
also enforces minimum exposure
levels on about 170 other sub-
stances that the federal agency
does not.

Employers appear divided over
the issue.

For example, although Lucky
Stores Inc., a multistate grocery
chain, has not had difficulties with
Cal/OSHA, eliminating it would
give Lucky one fewer state agency
to deal with, said Clay Creasey,
Lucky's financial services manager
in Dublin, Calif.

Many multistate companies al-
ready have adopted safety stan-
dards based on the most strict reg-
ulations of the states in which they
operate.

For example, Hills Brothers Cof-
fee Inc. applies Cal/OSHA stan-
dards to its operations in Arizona,
Louisiana, New Jersey and Vir-
ginia, as well as in California.

"If you can meet California's
(standards), you can meet them
all,” noted Risk Manager Con-
stance Roberts in San Francisco.

If the governor's proposal is ap-
proved, Hills Brothers would not
lower its current safety standards,
she said. Instead, the company
likely would model its workplace
safety programs after the laws of
New Jersey, the second most rigor-
ous of the states in which the com-
pany operates, she explained,

But some California employers,
such as those in the construction
industry, would prefer to see the
federal agency take control of
workplace safety regulation in the
state, said John Upshaw, a for-
mer risk manager who now oper-
ates Employer Services Group, a
consultant, in Pleasant Hills, Calif.

"There are enough motivations
in the marketplace to make a con-
tractor sit up and do the right
thing by his workers rather than
have a selective enforcement
agency running around handing
out tickets and large fines," he
said.

Other California business voices,
like the Merchants & Manufactur-
ers Assn., have not yet taken a po-
sition on the proposal. -
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The future looked rosy enough when you chose your 401 (k).

Then reports started arriving late. Investment results were
poor. Questions went unanswered. And the program became
a real thorn in your side.

We've heard all about 401 (k) plans like these, from our
clients who used to be in them. At the CIGNA companies,
we know how to make our pension clients happy.

And we've got proof, not promises.

Our proof is a client retention rate of over 95%. In this
market, that'’s almost unheard of, But loyal customers don‘t
Just come to us. We earn them. Accurate records and
timely reports are services they've come to expect from us.

What's more, we think you'll find our long-term investment
results are excellent. It's no wonder clients trust CIGNA's asset
management professionals with over 19 billion dollars in
pension assets.

Let a CIGNA company representative help pinpoint the
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problems with your present program and work out solutions
that meet your company’s specific needs. We know how to
work with your current carrier to make the transition smooth.
We've had over 50 years’ experience in providing employee
savings and retirement plans. And it shows. We now handle
more than 3,000 defined contribution plans which serve nearly
a million employess. -
if you'd like to switch to a 401 (k) provider
who keeps promises—and clients, fill this in. ClGNA

We'll il you in.

Company No. of Employees
Address
I Zip Code Phone

Mall to the CIGNA Companies, Dept. M128, PO Box 2975, Hartford, CT 06104
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Bl's Directory Assistance

Have you been calling everywhere
trying to get information

on the major buyers in

the commercial insurance industry?

WELL HOLD THE PHONE!

The Business Insurance Directory

of Corporate Buyers of Insurance, Benefit Plans
and Risk Management Services

is just off the press!

More complete than ever before. the 8/ I)*etoty can ass pou in finding pertinent
informatton on more than 2.000 U S corporanons 11 provides an expanded list
of malor corporate purchasers by name and title. plus updated information on
company sales volume and employee populafton

In addion. this unique source book alphaber,caily Wentifies the major buyers in
the commercial Insurance indusin,- and contams both a geographical Index and
an index ranking companies by employee population as well

Rely on Bl's Directory Assistance io identify your corporate counterparts and pinpoint
influennal buyers in your industry laster and more effectively than ever before
The Business insurance D,rectoy of Corporate Buyers of Insurance. Benem Plans and
Risk Management Senlices - we're only a phone call away al (313)446 0477

Business Insurance Directory

Circulation Dept., Single Copy Sales
965 East Jefferson, Derroit, Ml 48207

Please send me copies of the

1986 Directory of Corporate Buyers
of Insurance, Benefit Plans and
Risk Management Services

$50 per copy; five or more copies, $40 each
Bill me plus $5 for handling
E] Payment Enclosed
E] Visa; O Mastercard; [3 AmEx

Account #
Expiration Date
Signature
Name

Title

Company
Address

| City

State Zip

Tlle cologne ne.

Oldest Reinsurar.ce Company in the Vtrld -Established 1846
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products & services

Stewart Smith offering

excess aircraft cove r

Excess aircraft liability insur-
ance with limits of up to $100 mil-
lion is available through Stewart
Smith Holdings Inc. for non-sche-
duled commercial or private/cor-
porate aircraft operators with
fixed or rotor-wing aircraft with
capacities of fewer than 25 passen-
gers.

Stewart Smith can quote and
bind excess aircraft liability above
a minimum underlying limit of $5
million combined single limit or $1
million per passenger seat, which-
ever is greater, according to Mi-
chael lacovelli, vp-aviation for the
New York-based surplus lines bro-

Exgert oginions on tile relnsurance law in America and in England

This volume also includes the full text of six lectures delivered to over 250 experts
from 20 countries at the Cologne Re's 1986 European Product Liability Congress.

To obtain a copy of this important work please write to
The Cologne Re, PO. Box 108016, D-5000 Cologne 1, W Germany

Price: DM 280,

ker.

The excess aircraft liability cov-
erage is written by Lloyd's of Lon-
don underwriters, Mr. lacovelli
said.

Worldwide also is

coverage
available, he said; however, to be
qualified, operators must be domi-
ciled within the 48 contiguous
United States.

Rates for the coverage are nego-
tiable, according to Mr. lacovelli.

For more information about the
excess aircraft liability coverage,
contact Stewart Smith's aviation
staff at 123 William St., New York,
N.Y. 10038; 212-964-2929, or at 1
S. Wacker Drive, Chicago, Ill.
60606; 312-236-733.

Work comp video

A new videotape explaining the
hows and whys of the Texas Work-
ers Compensation Assigned Risk
Pool is available to employers and
agents from the Insurance Infor-
mation Institute.

"A Workable Solution: An Intro-
duction to the Texas Workers
Compensation Assigned Risk Pool"
describes how the TWCARP is or-
ganized and funded, why some bu-
sinesses are rejected in the volun-
tary workers compensation
insurance market and what ser-
vices the pool offers to help em-
ployers prevent future losses.

The TWCARP was created in
1953 by the Texas Legislature to
provide a source of workers com-
pensation insurance for employers
that cannot obtain the coverage in
the commercial marketplace.

The videotape is available on
loan without charge in VHS and
3/4-inch videotape format from the
Insurance Information Institute,
800 Brazos, Suite 4220, Austin,
Texas 78701; 512-476-7025.

Commercial umbrella

CNA Insurance Cos. is marketing
a new Commercial Catastrophe
Umbrella Third-Party Liability
Policy with a $1 million aggregate
limit.

"This is an additional high-limit
protection that steps in where pri-
mary commercial liability insur-
ance leaves off, providing contin-
uous coverage that makes good
business sense today," said Philip
L. Engel, CNA's vp of marketing.

CNA's Commercial Umbrella
policy provides coverage for liabil-
ity, such as bodily injury, property
damage, advertising or personal
injury and fire damage legal liabil-
ity. The simplified policy language
states what is covered, Mr. Engel
explained.

The coverage attaches at various
levels.

Designed to accommodate
changes brought about by the In-
surance Services Office's new com-
mercial general liability forms,
CNA's new commercial umbrella
provides coverage on either a
claims-made or occurrence basis,
depending on the primary cover-
age.

Extended reporting period op-
tions are available for coverage
written on a claims-made basis,
regardless of whether the policy-
holder or CNA cancels or non-
renews the policy, according to Mr.
Engel.

In addition to comprehensive

commercial umbrella

coverage,
CNA offers personal umbrella lia-
bility supplements for named poli-
cyholders. Coverage limits under
the supplement equals those of the
personal umbrella liability policies

Continued on next page



Continued from previous page cusses the coverage peculiar to the on Health Care Alternatives has
underwritten in conjunction claims-made version of the 1986 published its second annual edi-
with CNA's personal lines in- ISO CGL forms, including retroac- tion of the "Blue Book Digest of
SSSSSSS tive dates, extended reporting pe- PPOs "

For convenience, the sup- rlods, claims and occurrence infor- The state-by-state directory lists
plements are attached to and mation and laser endorsements 462 preferred provider organiza-
billed as part of the commer- Copies of the manual are $50 tions in 43 states, the District of
cial liability policy each, including shipping and han- Columbia and Puerto Rico

Adaptable to a portfolio ap- dling California residents must The digest Includes information
proach, CNA's commercial also pay 6% sales tax such as the sponsorship of the PPO,
umbrella policy can be added For more information, or to the number of hospitals and phys-
to any one of CNA's business order a copy of "The Old and New icians contracting with the PPO
insurance packages-Encom- CGL Forms A Practical Compari- and the date the PPO began
pass Il Business Account Pro- son," write Griffin Communica- operating
gram, Encompass Il Commer- tions Inc , 1420 Bristol St N , Suite The digest is available for $54 50

cial Account Program and 220, Newport Beach, Calif 92660 from the National Assn of Em-
Tailored Commercial Pro-

RN Digest of PPOs

CNA's commercial catastro-

ployers on Health Care Alterna-
tives, 104 Crandon Blvd , Suite
304, Key Biscayne, Fla 33149,
phe Umbrella Third Party Li- The National Assn of Employers 305-361-2810 R
ability Policy will be under-

written by six of the CNA

companies, including Conti-

nental Casualty Co in Chicago

and American Casualty Co of

Reading, Pa

For more information, con- - A v

tact your local CNA Insurance
Cos agent

Legal services

The Signature Group is of-
fering its prepaid legal ser-
vices plan to employers as an
employee benefit program

The plan, which provides
affordable, quality, legal
counsel, also has been offered 41
to the general public, said B
Nancie E Poulos, general
manager

A $675 monthly fee entities
members to services includ-
ing unlimited advice and con-
sultations by telephone and
mail, legal letters and phone
calls on the client's behalf to
resolve matters, if necessary,
initial face-to-face consulta-
tions, review of documents up
to six pages in length, a simple
will, a toll-free phone number
for customer service com-
ments, and a 24-hour in-house
bail bond service

In addition, the plan pro-
vides a fixed rate for services
such as name changes, resi-
dential real estate closings,

uncontested divorces and

e AN =T

adoptions

The plan also guarantees a
maximum hourly fee of $50 for
other legal services

The year-old plan is avail-
able in 20 states so far

For more information, con-
tact Nancie E Poulos at the
Signature Group, 200 N Mar-
tingale Road, Schaumburg, Il

60173-2096, 312-490-7245 Sure-Footed Approach to
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Alpine Program Managers, Inc.

General Agents
* Long Haul Truck Physical Damage

* Motor Truck Cargo
- Bobtail

Producer Inquiries Invited - Write or Call
150 Interstate North - Suite 295

Atlanta, Georgia 30339
(404) 984-8926 or toll free (800) 237-9793

,»

P

—tO-—— | < 2" i LW

Administration lay klot Be On Solid Groun.

dw&a™/FLEXTRAIC Provides a spectrum of benefit types such as med- So send for your free brochure today.
Ical Insurance, life and health insurance, Because anything less than FLEXTRAK

Administering Flexible Benefits. savings and investment products, and could leave you standing in the middle

CGL manual

A new reference manual

you're operating in a fragile environ-

comparing the old comprehen-
ment. Too many false moves could

sive general liability forms
and the new commercial gen-

eral liability forms is available
from Griffin Communications

system. But FLEXTRAK, the automated
administration system from Dyer, Wells
& Associates, can help ensure the suc-
cess of your plan.

Inc

'The Old and New CGL
Forms A Practical Compari-
son" provides a word-by-word

comparison of the 1973 Insur-
ance Services Office's CGL

A Comprehensive System.

form and broad-form CGL en-
dorsement with the 1986 ISO-

CGL claims-made and occur-

gram, FLEXTRAK,s a total gystem

roduces enrollment forms, edits

When administering something as vacation trades. Benefit costs and cred- ofa rather sticky situation.
complex as a flexible benefits program, its can be vaned by age, length of ser-
vice, salary and plan year. Benefit
changes can be made quickly and
lead to an eventual breakdown in your easily with FLEXTRAK.

A"Ready-To-Go" System.

Installation of a flexible benefits
plan with FLEXTRAK is much faster ‘
than developing your software inter- 1 Name f
naily. And unlike processing services, 1 f
Unlike other systems which handle FLEXTRAK gives you the security of 1 |
only parts of your flexible benefits pro- own,ng your system instead of paying | company

endless service fees. Pl us It operates |

Send for Your Free Brochure.

[3-Yes. Ivvanttostad m-yexpbn- 1
| out on the right foot Our operat- |
1 Ing system Is 1
E]IBM Mainframe O WANG VS

O Other

itle

ience forms IctaFPabIe of handling all essential tasks. on IBM mainframes and the WANG  Ptanned implementation Date

All of the forms are repro-
duced in their entliety in this
new, illustrated publication,
the publisher says

Following the reproduced
policy foims are analyses on
how sections of the 1986 forms

employee elections, produces confir- communicate with

mation reports, processes flexible
spending account claims and per-

compare with those of the
1973 CGL policy form and the

bioad-foim CGL endorse-

you to "fine tune" your plan by more
accurately identifying employee needs
and monitoring current efforts.

ment
Refetences aie provided to

ditect zeaders to those sec-

A Versatile System.

VS line of inic.?m?

From The

Administration Experts. | Mail to 1

Since 1977, we've offered Cost-saving | Marketing Administrator Want to talk7 1
software products for the insurance | Dyer, Wells & Associates Call us at

u’[erFs),a :illrpg”l} can 1 #of Employees |

nel system. Of course, Dyer Wells & ' Addrecs

person-1

forms 401 (k) discrimination testing. é%%gcgﬂtdegf%rrqgggs InSta”atlonj(ﬂggls' Clty State f

support, Inc

tned tJeZenrs92 =5:115 Zeagedsates necessitated by tax zip ™ ;

i Dyer, Wells & Associates i

li f the 1986 CGL clai = .. . . . . ' i
e o T FLEXTRAK administers a wide range industry And in that time, we've | Szr2ni;1m'-;kaAP%r50%r(')ve (404) 452 5838
where the comparable or new of flexible benefit plans and a complete become benefits software experts. - = -

wording being discussed can
be found

The publication also dis-
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USX finalizes

USX Corp. is finalizing employee benefit changes made in
the new four-year contract recently ratified by the United
Steelworkers of America.

The new contract, which was ratified by almost a 5-1 mar-
gin, includes benefit cost-containment provisions and an op-
tional universal life insurance program (BI, Feb. 9; Jan. 26).

Under the new contract, union employees will receive den-
tal care coverage through a prepaid dental plan, Dental Net-
work U.S.A., a Blue Shield of Pennsylvania affiliate. The
coverage is effective May 1.

Under the new dental plan, employees will not contribute
to the monthly premium. The only costs employees must pay
will be varying deductibles for certain prosthodontic ser-
vices, like dentures and crowns, said George Hanserling,
director of employee benefits for Pittsburgh-based USX.

The annual maximum dental benefit also will increase to
$1,400 from $1,000.

Under the previous dental plan, underwritten by the Equi-
table Life Assurance Society of the United States, employees
did not contribute to the monthly premium or pay annual
deductibles. However, they paid 15% of expenses for most re-
storative services and 50% of prosthodontic services.

In addition, a new hospital utilization review program will
go into effect for USX unionized employees on July 1, said
Mr. Hanserling. The final selection of a program vendor is
expected to be completed soon.

The program will include pre-admission review, pre-ad-
mission testing, a second-surgical opinion program and an
outpatient surgery program, he said.

Currently, union employees do not share in hospitalization
costs. However, if employees do not have non-emergency hos-
pital admissions reviewed, they will pay a penalty of $300,
Mr. Hanserling said.

"The reason we are implementing the cost-containment
program is to try to diminish the high costs and over-utiliza-
tion under the hospital coverage,” Mr. Hanserling explained.

Employees do share in health care costs under the com-
pany's major medical plan. USX self-insures the plan and
contracts for administration services with various local Blue
Cross/Blue Shield plans.

Under the new contract, annual deductibles for major med-
ical coverage increased to $150 for individual coverage, up
from $75, and to $300 for family coverage, up from $150, he
said. The lifetime maximum under the plan also increased to
$100,000 from $50,000.

Employees also pay 20% of all expenses under the major
medical plan. "Since this is a low-cost plan that covers many

o

employee benefit changes

benent beat

things like prescriptions and office visits, there is no cap on
employees' out of pocket costs,” Mr. Hanserling said.

In addition to changes in health care benefits, unionized
employees will be offered an optional universal life insurance
program beginning May 1.

"We discussed the possibility of adding a 401 (k) savings
plan, but instead decided to offer a universal life insurance
plan,” Mr. Hanserling said.

Under the program, employees will have the option of pur-
chasing universal life insurance coverage through payroll de-
duction. The coverage offers employees not only life insur-
ance benefits, but also will allow employees to save for
retirement with tax-deferred interest on savings.

Final details of the plan, including selection of an un-
derwriter, are now being worked out.

USX will continue to provide union employees group term
life insurance coverage, underwritten by Equitable. Benefits
vary according to a schedule based on the worker's salary,
years with the company and other factors.

Other benefit changes in the new USX contract, as re-
ported, include a new profit-sharing plan, increased pension
benefits and special early retirement benefits.

Legal benefits

Chicago-based Navistar International Corp. is offering its
union employees a company-sponsored legal assistance plan.

Some 7,000 active employees and 16,000 retirees repre-
sented by the United Auto Workers Union are eligible to
participate in the plan, which is administered by Kansas
City, Mo.-based Hyatt Legal Services, said a Navistar
spokesman.

Employees do not share in the cost of most services covered
under the plan, which include legal advice on consumer and
financial matters; wills; adoptions; divorce; real estate trans-
actions; and tenant problems.

However, the plan requires the employee to pay for some
services, such as the cost of filing court papers in divorce
eases, said a spokeswoman for Hyatt.

And, the plan covers only legal advice-and not legal ac-
tion by the attorney-on some services, such as handling traf-
fic offenses, child custody cases and debt collection actions.

The majority of Navistar's UAW-represented employees

Call us at the telephone number most convenient for you.

Los Angeles 213 / 642-1999 / 800/421-2022
St. Petersburg 813/578-2666 / 800/237-6361

Ofjfices in Boston ' Chicago ' Cincinnati Dabs ' Ft. lauderdale *
Kansas City Ins Angeles New York San Francisco St. Petersburg

are located in Springfield, Ohio; Indianapolis; and Chicago
he said.

HMO regulations

The Florida Insurance Department has formed a task forcE
to study issues concerning the quality of care deliverec
through health maintenance organizations.

The task force will evaluate existing HMO regulatory au-
thority by the Insurance Department and the state's Depart-
ment of Health and Rehabilitative Services and suggest neu
approaches, said Peter Levin, Dean of the College of Pub-
lie Health at the University of South Florida and chairman o]
the task force.

Currently, the Insurance Department requires all HMOs tc
file annual financial reports. HMOs also are required tc
maintain a surplus of at least $100,000 or 5% of the HMO's
total liabilities.

HRS has the authority to examine HMOs' medical records
to monitor quality of care.

Along with evaluating the regulatory authority in Florida
the task force will examine current HMO laws in other states
"We will compile a summary of state-of-the-art provisions ir
various states in order to identify and clarify specific roles o
public and private groups responsible for prepaid plans,” Mr
Levin explained.

"The task force will provide an overall analysis for manag-
ing quality of care. In the whole HMO movement thus far
state insurance departments have been comfortable wit
having just financial and solvency information. What the in-
surance departments don't understand is that there is a defi
nite relationship between financial solvency and how care i:
organized and delivered. We're going to try to link solvenc;
and quality in our new regulations," he continued.

The task force will include representatives from the Insur
ance Department, HRS and the University of South Florida.

HMOs in the state are "supportive and are aware of th,
difficulty involved in this project," he said.

Public hearings on the quality of care issue will be con-
ducted in Miami and Tampa, he added.

Benefit beat keeps insurance and employee benefit manager:
informed on what other companies are doing and Of curren
developments in the employee benefit field, We'd like to knott
if you've made any changes in your employee benefit plans
Write Donna DiBlase, Business Insurance, 740 N. Rush St.
Chicago, Ill. 60611; 312-649-5393.

STRUCTURED SETTLEMENT.

THE DRUG MANUFACTURER
ASKED: SHOULD THIS
CASE RESTRUCTURED?

17 0 GUIDELINES. Perhaps
you're among those who routinely settle per-
sonal injury and wrongful death cases yet have
no formal guidelines to help you decide when a
case should be structured. According to a recent
survey, fewer than 3 companies in 10 (28.5%),
have policies that (given certain circumstances),

automatically trigger consideration of a struc-
tured settlement.

SURPRISING. This is remarkable when you con-
sider that nearly 9 in 10 (87.8%) of these same sur-
vey respondents believe that structured settlements
as opposed to cash payouts are generally less
costly. And that more than 3 of 4 (75.3%) believe
the use of structured settlements will increase.
WE ARE A RESOURCE. We can help design and
implement guidelines that let you know when a
structure is appropriate for a particular case. Or

we can discuss individual cases with you, finding
those in which a structure will benefit both the

insurer and the claimant Can this expertise really
make a difference? To find out ask Al Duplace,

or another of our consultants, to attend your next
settlement conference. At no cost.

THE
STRUCTURED
SErTUBMENTS™
COMPANY
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Lang assumes new post at Kohler Co.

Harold C. Lang, 56, has been
named director of risk manage-
ment at Kohler Co. in Kohler, Wis.
In this newly created position, Mr.
Lang will supervise Kohler's risk
management and insurance activi-
ties for the company and its subsi-

diaries. Kohler,
which created
the position due

, to recent expan-

te sion of the com-

pany and its
O - iNnsurance pro-
gram, manufac-
tures plumbing

fixtures and fit-

tings, generators,
Mr. Lang air-cooled en-
gines and spe-
cialty products, Mr. Lang reports to
Eugene P. Siefert, vp and treasurer.
Prior to this appointment, Mr. Lang
was director-insurance and risk
management at Leaseway Transpor-
tation Corp. in Cleveland. While at
Leaseway, Mr. Lang was named
Business Insurance’'s 1985 Risk
Manager of the Year (BIl, April 15,
1985). Prior to that he served as
risk manager at Bunker-Ramo Corp.
in Chicago. Mr. Lang received a
bachelor of science degree in indus-
trial management from St. Peter's
College in Jersey City, N.J. He is a
member of the American Society of
Safety Engineers, holds the Profes-
sional Safety Engineer designation
and is a deputy member of the Risk
& Insurance Management Society.

Erick L. Johnson, 32, has been
promoted to vp for risk manage-
ment at Del E. Webb Corp. in Phoe-
nix, Ariz. In this position Mr. John-
son will oversee corporate insurance
programs, including self-insured
workers compensation and prop-
erty/casualty programs, as well as
loss prevention. He reports to Philip
J. Dixon, executive vp and chief fi-
nancial officer. Mr. Johnson, who
joined Webb in 1983 as director of
corporate claims, previously served
as the company's director of risk
management. Prior to joining Webb,
which is a diversified company in-
volved in the management and de-
velopment of real estate, retirement
communities and leisure facilities,
he was assistant manager for loss
prevention services in Greyhound
Corp.'s insurance department. Mr.
Johnson holds a bachelor of arts de-
gree in public administration and a
master of business administration
degree in finance from the Univer-
sity of Arizona in Tempe. Mr. John-
son is a director of the Arizona Cen-
tral Chapter of the Risk & Insurance
Management Society and holds the
Associate in Risk Management des-
ignation. He is working toward his
Chartered Property & Casualty Un-
derwriter designation.

John J. Bayeux, 31, has been
named vp and risk manager at L.F.
Rothschild, Unterberg, Towbin Inc.
in New York. As its first full-time
risk manager, he will oversee the se-
curities firm's risk control efforts
and asset conservation activities. He
reports to Douglas M. Libby, man-
aging director and general counsel.
Previously, Mr. Bayeux was senior
risk analyst at PepsiCo Inc. in Pur-
chase, N.Y. He also held risk man-
agement positions with Revion Inc.
in New York and Foster Wheeler
Corp. in Livingston, N.J. He re-
ceived a bachelor of arts degree in
history and a master of business ad-
ministration degree from Seton Hall
University in South Orange, N.J. In
addition, he holds the Associate in
Risk Management designation and
is a deputy member of the Risk &
Insurance Management Society.

Charles S. Kolodkin, 30, has
been named director of risk man-
agement at Harris Methodist Health
Services in Fort Worth, Texas. In
this position he will oversee prop-

comings & goings: buyers

erty/casualty and medical malprac-
tice insurance programs as well as
loss control for Harris Methodist,
which operates a chain of hospitals
and nursing homes throughout
Texas. He replaces Bob Schwevel,
who left Harris Methodist to join
HealthCare International Inc. in
Austin, Texas. Mr. Kolodkin reports
to Jack Roper, vp-finance. Prior to
joining Harris Methodist, he was an
account executive with Corroon &
Black of Texas. He received a bach-
elor of arts degree from Miami Uni-
versity of Ohio in Oxford, and a
master of business administration
degree from the University of Geor-
gia at Athens. Mr. Kolodkin is a
deputy member of the Risk & Insur-

ance Management Society and holds
the Chartered Property & Casualty
Underwriter designation.

Ernest J. Maddox, 48, has been
named assistant treasurer-corporate

risk manager at Alexander & Alex-
ander Services Inc. in New York. In

this newly created position, he will
be responsible for the administra-
tion of risk management and insur-
ance programs for A&A and its
operating units. He reports to James
B. Lockhart, vp and treasurer. Pre-
viously, Mr. Maddox was corporate
risk manager for Pithey Bowes Inc.
in Stamford, Conn., and prior to
that served in the same capacity for
Citizens Utilities Inc., also in Stam-

ford. He received a bachelor of arts
degree in economics and political-
science from Queen's College in
New York and a doctor of law de-
gree from Pace University Law
School in New York. Mr. Maddox is
a former director and chairman of
the education committee of the
Fairfield/Westchester Chapter of
the Risk & Insurance Management
Society. In addition, he is a member
of the American Bar Assn. and the
New York State Bar Assn.

John R. Watts, 25, has been
named corporate risk analyst at
American Honda Motor Co. Inc. in
Los Angeles. In this newly created
position, he will be responsible for
the company's property insurance,
fleet safety and loss prevention pro-
grams. He reports to Lawrence Ne-
mirow, corporate risk manager.

66£NA's LID program

helped fill my salary gap :'

"As the Safety Manager for an industrial company, my
job involved walking and crawling over some pretty
rough ground. Then | was hit by a car and broke my
leg in two places. Unfortunately, the leg never healed
properly so | had to take a new job at half of my old
salary. It's a good thing our Group LTD was with CNA
Insurance. While Social Security denied disability bene-
fits, (NA is coming through with a monthly rehabilitation
check which boosts my new income by 40%."

This is an actual case history.

Prior to this appointment, Mr. Watts
served as safety engineer at McDon-
nell Douglas Helicopter Co. in
Culver City, Calif. Prior to that he
was Coordinator of owner-eon-
trolled insurance programs at Gen-
eral Motors Corp. in Lansing, Mich.
Mr. Watts received a bachelor of
science degree in safety manage-
ment from Indiana State University
in Terre Haute. Mr. Watts is a mem-
ber of the American Society of
Safety Engineers.

We'd like to report on staff changes
in your company's risk manage-
ment, safety or employee benefits
department. Just drop a note to
Paul Winston, assistant copy edi-
tor, Business Insurance, 740 N.
Rush St., Chicago, lll. 60611, or
call 312-649-5442. Please send a

photograph, too.

CNA supports employees who want to work and
be productive. And, we don't believe they should be
penalized by having their earnings reduced signifi-
cantly. So, we offer rehabilitation benefits that encour-
age them to return to work by helping boost their

new salary.

With over 40 years of experience in providing Group
LID, CNA is committed to offering extra coverages and
services that truly help employees. Have your broker

contact us:

CNA

For All the Commitments You Make®

Coverage is underwritten by Continental Casualty Company, one of the CNA Insurance Companies.
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Surety underwriters eye private sector

By JUDY GREENWALD

PITTSBURGH-The surely busi-
ness, reeling from large losses, is
expanding further into the private
sector, says Lloyd Provost, presi-
dent of the Surety Assn. of
America.

The surety business suffered a
135% combined ratio in 1985, and
all indications are the 1986 com-
bined ratio probably approached,
and conceivably surpassed, the
1985 figure, said Mr. Provost dur-
ing a session on surety bonding at
the sixth annual seminar spon-
sored by the Pittsburgh Chapter of
the Risk & Insurance Management
Society.

The slump in public construction
-which declined to 1 7% of all U.S.

construction in 1984 from 34% in

1976-also is contributing to the

In cases in which the self-insurer defaults, the

desire to see an injured worker receive benefits

has led to an 'awful lot of innovative court

decisions' that hurt the surety business, says

Lloyd Provost of the Surety Assn. of America.

surety industry's financial prob-
lems, Mr. Provost said.

Public construction requires
surety bonds to guarantee con-
struction contracts. If the contrac-
tor fails to perform as specified,
the bonding company either over-
sees completion of the task or in-
demnifies the entity for which the
work is being clone up to 1.he limit

of the bond.

In response, the surety industry

is trying to expand its business
into the private sector, Mr. Provost
said, with surety bonds acting as a
guarantee that contractors can do
the job promised. "We have met
with some success," he said.

Surety insurers, however, are
concerned about writing bonds for
workers compensation self-insur-
ers, he said.

Because of the long-tail natui-e
of the claims, "a claim can come 5(}

years down the pike," he said. And,
surety companies must agree to
pay out the claims over time,
rather than in one lump sum.

INn addition, in cases in which
the self-insurer defaults, the desire
to see an injured worker receive
benefits has led to an "awful lot of
innovative court decisions”™ that
hurt the surety business, he said.

Surety companies also are con-
cerned about the stability of the
companies they insure, according
to Mr. Provost. At one time, he
noted, it could safely be predicted
a Fortune 500 company would
stick around."But business
trends such as leveraged buyouts,
poison pills-moves by target com-
panies to make acquisition uncle-
sirable-and "greenmail” can
place some companies in jeopardy.

As a result of the surety indus-

try's financial problems, some
companies have left the business,
according to Mr. Provost. And
those that remain are doing so on
"different terms," he said.

Almost all contract bonds. for
example, have been re-under-
written, required financial infor-
mation is being upgraded and "un-
derwriters are once again paying
attention to documents,” he ex-
plained. And, reinsurers are ad-
ding their own restrictions.

To speed the surety industry's fi-
nancial recovery, Michael P. Til-
ton, managing director at broker
Marsh & MelLennan Inc. in New
York, suggested that surety com-
panies become more innovative.

Mr. Tilton advocated using
surety bonds as a substitute for
directors and officers liability in-
surance and suggested that com-
missions for producers of surety
business be revamped. Typically,
he said, they have earned high
commissions.

Also during the session, Timothy
Kenneally, executive vp of Fred S.
James & Co. Inc. in New York, dis-
cussed the pros and cons of regula-
tors' efforts to segregate the finan-
cial guarantee insurance business
from other lines of insurance.

Some regulators contend that fi-
nancial guarantee insurance
should be written only by monoline
financial guarantee insurers,
which also should not be covered
by state guaranty funds. They do
not want to risk that multiline in-
surers could go broke writing fi-
nancial guarantee products and ul-
timately cost state guaranty funds
property/casualty claims.

However, the large amounts of
capital required to establish mon-
oline insurers may not be the most
effective and economic use of capi-
tal, Mr. Kenneally said.

He also said there is room in the
financial guarantee business for
both insurers and banks, as long as

the business is properly under-
R e—— a m _ -
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Future markets

Continued from page 2

These underwriters' values were
prostituted and, in turn, they be-
came cynical, he said. At the same
time, training programs were shut
down.

As a result, "we have thinned out
the expertise of this industry to a
frightening level,” Mr. Compton
said.

While American Re had a good
year in 1986, he said, "We could
not grow our facultative business
as fast as we would have liked to
grow it" because of a shortage of
adequate personnel.

Another problem affecting the
industry is the fact that its price
cutting during the soft market
eroded clients' confidence, Mr.
Compton said.

In addition, reserves during the
last down cycle were inadequate,
which generally have been cor-
recled, but surplus also must be
rebuilt to satisfy demand for insur-
ance, he said.

Another indicator that the hard
market will endure is Mission In-
surance Co:s insolvency, according
to Mr. Compton. Even the staun-
chest, most conservative iconoclast
"has to know that's bad news" he
said.

The California Insurance De-
partment earlier this month asked
a state court to liquidate Mission,
which was insolvent by $448.1 mil-
lion as of Sept. 30, 1986 (BI, Feb,
9).

Licensed insurers will be as-
sessed through guaranty funds to
cover claims against Mission poli-
cies written on an admitted basis
while insurers that ceded business
to Mission probably will recover
less than their full claims.

During the last soft market, a
"tremendous amount” of the funds
that filtered into the market came
from Europe. Funds also came
from big U.S. industrial com-
panies, which did a poor job of
managing them and, as a result,
many are no longer involved in in-

These newcomers to the market
had been attracted to the insurance
industry by the 30% to 40% returns
on equity insurers were making in
the late 19705, Mr. Compton
pointed out.

"They really believed, these peo-
ple, they were underwriting the
lines," he said.

But, someone who acts out of
ignorance, said Mr. Compton, often
is more dangerous than someone
who's aware he's doing wrong, but
does it anyway.

During the soft market, a new
reinsurer was being created in the
United States every two weeks for
five years, he said.

At the same time that capacity
was being created, the tort system
was "going nuts," said Mr. Comp-
ton, criticizing the concept of joint

and several liability, which he said.

he could not morally justify. So
far, he said, those who are at-
tempting to reform the system have
not yet made a "significant dent."”

Mr. Compton also blamed the
tight market on the industry's re-
liance on the premium-to-surplus
ratio, which does not reflect either
the risks being insured or their
pricing.

For example, he said, a company
could maintain the same 3-to-1
ratio of $500 million in premium
and a $1.5 billion surplus by writ-
ing 1,500 risks for $1 million each
or it could double its prices and
halve its exposure by writing only
750 risks.

In late 1984 and 1985, reinsurers
began to raise prices, and that
meant they could write fewer risks.
American Re, for instance, dropped
its excess and surplus lines and
directors and officers liability cov-
erage and went through its surety
bond portfolio "like Sherman to
the sea.

"We had no choice, anyway,"
said Mr. Compton,. noting that one

client company canceled insurance
on almost all the churches in South
Carolina.

At the same time, London "got
tired” of the situation and decided
it wanted a "more sensible system
in which to play.” This led to sun-
set clauses and other tightening of
coverages.

During 1985, he said, 67 com-
panies "abandoned" the reinsur-
ance business. Not all of them were
insolvencies, though, said Mr.
Compton. Many decided "it just
wasn't worth it.”

The tight market also tarnished
reinsurers' image and made them
"the targets of outrage.” For the
first time, reinsurers are undergo-
ing intense scrutiny. Until now, he

Attempts to reform
the tort system have
not yet made a
'significant dent,’

Mr. Compton says.

said, the reinsurance business was
regarded as mysterious, because
few people paid attention to it, he
said.

"We just sort of rolled along."

Now, the reinsurance business
has become popular with legisla-
tures, investigating committees
and attorneys general, among

Sesond
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others, said Mr. Compton, who
wistfully added he only wishes
they would make the distinction
between "Temporary Re and
American Re.”

He said the insurance industry
must help the public understand
the cyclical nature of its business.
The Insurance Information Insti-
tute is now making an effort to
polish the industry's image.

Responsible companies have
done a "superb job" of building up
their reserves, said Mr. Compton.
Some problems remain, he said,
but "it's very spotty."”

And the new players in the mar-
ket to date have "chosen excellent
talent to manage,” their invest-
ments, he observed.

PPO

One of the lessons the industry
should have learned, he said, is
that "market share is an irrelevant
concept in a cyclical business."

The next time some "yahoo"
with a post office box in the Cay-
man Islands offers a deal at a cut-
rate price, risk managers that buy
it should remember that they are
contributing to the problem just as
much as the underwriter who
"shuts off the water” when the
market hardens three years later,
he told the RIMS chapter. "We are
all involved in this.™

This business must absolutely be
regulated for solvency first, and
pricing should be a secondary con-
sideration only, Mr. Compton ex-
F>l=airme<d _ | ]

Maximum strength CAPS contains
allthesepowdilingredients.

Get fast relief from health

benefit headaches with the ASA/
CAPSS, Claims Administration
and Payment System from ASA.

CAPS software contains
everything you need to implement
even your most complex and
aggressive cost containment strat-
egies. Quickly and painlessly.

Take preferred provider
organizations, for example. CAPS
willlet you set up a variety of PPO
plans, each with its own reim-
bursement method and benefit
calculations.

It's the only system that
totally automates second surgical
opinion, ambulatory care, pread-
mission and concurrent review
programs. And applies incentives

and disincentives based on plan
provisions.

CAPS' Advanced Dental
Logic option can save you up to
20% by subjecting dental claims to
the toughest, most comprehensive
automated analysis available.

Feature for feature, no other
health claim system compares
with CAPS in cost containment
capabilities.

Yet for all its sophistication,
CAPS is within the reach of any
insurer or TPA processing 4,000
or more claims per month.

Use CAPS on your own
mainframe or through our remote
processing service. Either way, it's
the strongest medicine your daims
processing dollar can buy.

For more information or a
demonstration, send in the cou-
pon. Or call ASA's Director of
Marketing at 312/893-9055.

FSend me all the facts ,
on ASA/CAPS"

1 Send to:
I ASA

| . Director of Marketing
, Box 385 15-'

1 Bloomingdale, IL 60108 --
Name

| Title

Company

Address

| Area Code/Phone

Annual Claim Volume

ADVANCED SYSTEM APPLICATIONS, INC.
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Good underwriters are necessity: Bolinder

By JUDY GREENWALD 1

PITTSBURGH-If insurers
learned a lesson from the last
property/casualty insurance cycle,
it is to take care when dealing with
their underwriting staffs, an insur-
ance company executive says.

"We've really turned a lot of our
underwriters into processing
clerks," said William H. Bolinder,
president and chief operating offi-
cer of Zurich-American Insurance
Group in Schaumburg, Ill. He
added that he is not sure whether
these employees can again make
the transition to underwriter.

Mr. Bolinder made his remarks
as a member of a panel that dis-
cussed "What Have We Learned"”
at a Feb. 10 seminar sponsored by
the Pittsburgh Chapter of the Risk
& Insurance Management Society.

Other members of the panel in-
cluded James W. MeMahon, vp of
CIGNA Corp.'s claim and manage-
ment division in Philadelphia, and
Thomas V. Hallett, chairman and
chief executive officer of Adjustco
in Tarrytown, N.Y., a claims man-
agement and risk management
consulting unit of Frank B. Hall &
Co. Inc.

Mr. Bolinder said the industry
also learned that it must pay at-
tention to other types of employ-
ees, including claims administra-
tors, actuaries and loss-control
personnel.

"You need the best and you need
time and care to develop them," he
said, adding that the industry
should have also learned the im-
portance of finding and developing
good, young talent.

He said the insurance industry
can be compared to Sisyphus, the
Greek mythological figure who
showed disrespect toward Zeus
and was condemned to an eternal
punishment of pushing a heavy
rock up a hill. Just as he would get
it almost to the top, it would roll
down again, forcing him to start

"A lot of us are cleaning the dust
off our shoulders" from rolling the
rock up the hill, he said, referring
to the cyclical nature of the busi-

"People don't like us very
much,"” he said, noting that many
observers regard the property/ca-
sualty industry as a cartel that ma-
nipulates market conditions to its
best advantage. These observers,
however, also have come to con-
sider insurance a commodity, fail-
ing to recognize the distinctions
between policies issued by differ-

Claims departments are'not fun anymore. The
fun and simplicity have been replaced by
complexity, and now it's a deadly serious

business,' says James W. McMahon, vp of CIGNA
Corp.'s claim and management division.

sports was the "toy department” of
newspapers.

Claims departments once were
"pretty simple and straightfor-
ward," said Mr. MeMahon. How-
ever, "It's not fun anymore. The
fun and simplicity have been re-
placed by complexity, and now it's
a deadly serious business."

For instance, product liability
claims are the "most bedeviling of
all the areas we have to deal with,"”

he said, explaining that many
product liability claims do not
even cite a specific disease or in-
jury that was allegedly caused by
the product in question.

Mr. MeMahon also noted the rise
in disputes between policyholders
and insurers over the terms of in-
surance coverage and the damage
it can cause to both parties.

Coverage litigation is a phenom-
enon "that has threatened to de-

vour us all,” he said, stating he is
not sure what can be done to stop
the increase in coverage disputes.

"Litigation won't solve any-
thing," he said. "You're going to
have to work for innovative so-
lutions to these problems."”

It is in insurers' and policyhold-
ers' interest to find a common pur-
pose in minimizing plaintiffs’
claims," Mr. McMahon said. Insur-
ers and buyers need to make more
of an effort to cooperate with one
another and avoid situations where
"the plaintiff is off setting fire to
the barn” while the insurer and
the policyholder are locked in a
dispute.

"Someone may hurl a thunder-
bolt from Mount Olympus to help
all of us. But until then, there's a
lot of hard work that has to be
done," said Mr. MeMahon, con-

cluding with the warning: "It's
only going to get tougher."

Adjustco's Mr. Hallett noted that
"we are all practicing 20-20 hind-
sight" in analyzing the competitive
commercial insurance market.

But at the same time, if industry
Observers think they know what
the next three years will bring, "we
probably played too many games
without a helmet,” Mr. Hallett
noted

Among the things learned from

the last cycle, he continued, are
that:

= "Underwriters should be
treated as underwriters."”

- As "responsible players," the
insurance industry should have
realized that plaintiffs' attorneys
were an -awesome adversary" and
"we should have matched power

Continued on next page

Think about an accidental spill- or worse

" For example, a process in which sulfuric
acid (EPA health hazard rating of 3) is
used in a cracking plant to produce
gasoline (EPA flammability rating of 3)

Ansul has the answer: Spill-X TM
agents to control chemical
spills. Ansul extinguishers to
suppress fires.

For years industry has relied on Ansul
equipment to protect its people and
property against fire. Now we've developed
the Spill-X family of spill control products
to help solve another problem facing
industry... controlling and cleaning up
spills involving hazardous chemicals.

We have you covered.
First... there are three Soill-X agents
to help you meet the tough new EPA
standards on spill control. Our " -*  _sa
Spill-X-A agent neutralizes and
solidifies most acids. The Spill-X-S agent is a solvent adsorbent

Ansul to the rescue.

for organic materials like gasoline. And the Spill-X-C agent is a

ent companies.

This perception is the result of
cash-flow underwriting, where
premiums are set in anticipation of
earning investment income rather
than on the risk to be under-
written, Mr. Bolinder suggested,
adding that he hopes that industry
has learned the importance of eva-
luating exposures. According to
Mr. Bolinder, among other things
the industry and buyers should
have learned from the last under-
writing cycle are that:

- Services should be provided
based on need, not on price.

« "Cheap reinsurance is worth
the price you pay for it."

O Insurance buyers know how to
shop the market.

- The insurers that do the best
are the companies that "stick to
basics.”

= "The insurance business needs
top management teams who un-
derstand the insurance business.”

"More importantly,” concluded
Mr. Bolinder, "I hope we've
learned enough to put our lessons

into action.’

CIGNA's Mr. MeMahon said in-

surance company claims depart-
ments once reminded him of a quip
by award-winning sportswriter
Red Smith, who declared that

neutralizer for caustics such as ammonium hydroxide. Then we
came up with a better, safer way to apply Spill-X agents. It's

called a Spill-Gun T" and it allows a person
to cover a chemical spill from a safe distance
away. The Spill-Gun js also great for "diking"

spills that are flowing.. or for getting at spills
in hard-to-reach locations. And it's available

in hand portable, wheeled and stationary
units that can be recharged on-site.

If it burns, chances are we have
exactly the right equipment to
put out the fire. Choose from
more than 20 different Ansul
extinguishing agents.,. ranging
from foams and dry chemicals
to halons and carbon dioxide.
They're available in a full line
of rugged, reliable Ansul hand
portable, wheeled, stationary
and transportable units. And
we can even arrange for train-
ing for your people...on-site
or at the world-famous Ansul

Fire School.



Continued from previous page
with power."

= The industry would have been better off focusing its legislative
efforts on the state rather than the federal level.

= The industry would have been better off pushing a short list of
tort reforms, focusing on what it considered important, rather than
on an long, unwieldy list.

= Buyers should oppose diminution of liability insurance limits by

. defense costs.

* Buyers should remain adamant in their demand for congruent cover-
ages.

« Insurance brokers' important role as market makers should be recog-
nized.

= Professionalism should be a primary concern in the future "because
the challenges will be bountiful."”

But Mr. Hallett, responding to a question from the audience, noted that
it may take a long time for buyers and insurers to repair damage to
long-term relationships that was caused when the market hardened re-
cently

"You don't do it quickly, obviously,” Mr. Hallett said. "I think we're
starting almost back at scratch with a lot of these relationships, unfor-
tunately.”

Mr. Bolinder added, "l think we really stepped on it this time, and
it's going to take a long time to repair.”

Also participating on the panel was attorney Peter J. Kalis, with
the Pittsburgh firm of Kirkpatrick & Lockhart, who specializes in de-

fending manufacturers in cases involving toxic tort and environmen-
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D&0 competition may resume: Broker

By JUDY GREENWALD

PITTSBURGH-Competition
may return to the directors and of-
ficers liability insurance market
this year, thanks in part to in-
creasing availability of D&0O cov-
erage through offshore facilities,
says Peter J. McKenzie, vp at J&H
Intermediaries Ltd. in Bermuda.

"Twelve months ago, we were in
the middle of a very serious D&O
crisis," Mr. McKenzie said during a
panel discussion on D&O insur-
ance at a seminar conducted by the
Pittsburgh Chapter of the Risk &
Insurance Management Society.

Today, however, with the contin-
uing development of offshore faci-
lities, there is "something we never
had before, and that's options," he
said.

Offshore captives that write ex-
cess D&O coverage, according to

yet, a fire- in a processing plant.”

*'ES,:"Sfy".S" b'9™.11,

Mr. McKenzie, include: A.C.E. In-
surance Co. Ltd. and X.L. Insur-
ance Co. Ltd., established to write
coverage for all types of com-
panies; Corporate Officers &
Directors Assurance Co., deve-
loped for Fortune 500 companies;
and Directors & Officers Liability
Insurance Ltd., which was deve-
loped for utilities (Bl, Oct. 20,
1986).

Furthermore, competition for
D&O business may emerge later
this year, Mr. McKenzie said, "and
not necessarily competition be-
tween the offshore and the onshore
facilities." The competition may be
among the offshore facilities alone,
he said.

U.S. corporations have been
eager to contribute capital to these
facilities so they can write D&O
coverage, he noted, but added
"maybe we have reached a satura-

Count on us.

You can trust Atisul to provide products

that work better and last longer. Agents

that are formulated to precise standards.
And services that are both responsive and
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for it, ask some - 'J . U/V

of our best
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Do you have a protection problem
that needs solving?
Perhaps you'd like us to send you
information on our Spill-X spill control
products along with a free copy of our

handy pocket-sized booklet entitled,
"A Guide To Fire Protection". Or maybe
you have an entirely different protection

problem that needs solving. Either way, we
can help. Ansul has a history of coming up

with innovative solutions for people in all
kinds of industries and businesses. Put us

to the test. Call the Ansul Answerline...

1-800-346-3626.

ANSUL

The first name in fire protection.

ONE STANTON STREET, MARINETrE, WISCONSIN 54143

tion point.”

Mr. McKenzie pointed out the
property/casualty insurance indus-
try never has experienced market
conditions as tight as they have
been over the past several years.

"l think it's gong to be a very in-
teresting 12 months to see how
things develop."

Other speakers at the session on
D&O insurance included Michael
Miller, manager-executive protec-
tion in Chubb Corp.'s Pittsburgh
office, and Stephen Sills, senior vp
of Executive Risk Inc. in Simsbury,
Conn., which writes on behalf of
Aetna Life & Casualty Co.

Meanwhile, two risk managers
speaking at a session on excess in-
surance held at the Pittsburgh
RIMS seminar disagreed over
whether the new alternative insur-
ance market will disappear once
commercial insurers begin offering
increased capacity.

Richard T. Shillinger, corporate
risk manager at Pittsburgh-based
Aluminum Co. of America, said
offshore alternative facilities have
been a boon to his company during
the hard market.

ALCOA has been active in both
A.C.E. and Tortuga Casualty Co., a
Cayman-based excess liability in-
surer that was organized for cap-
tive management clients of The
Reiss Organization.

The company plans to continue
to purchase coverage from these
companies even after the market
becomes more competitive because
of the stability they provide, he

said.
-1 think the alternative is
chaos," Mr. Shillinger said.

However, another risk manager
said he does not believe these al-
ternatives facilities will be around
once the market changes, even
though his company is participat-
ing in both A.C.E. and X.L.

"l don't know where we’'ll be
three years from now," said John
R. Thomas, assistant treasurer at
PPG Industries Inc. in Pittsburgh,

who moderated the session.

"If the market does come raging
back, | would expect A. C.E. and
X.L. to fold their tents and every-
one go home,"” Mr. Thomas said.

Mr. Shillinger responded that
the companies that now purchase
coverage for these facilities "are in
it for the long haul.™
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perspective

HEALTHY COMPETITIO IN

By Charles R. Stanfield

Ir MPLOYERS' ATTEMPTS to gain better control
1.1 of their health care costs is nothing new.
However, the methods they are beginning to use and
the effect those strategies will have on the health
care market are revolutionary.

Many employers still are adding incentives and
limitations to their traditional indemnity benefit
plans (see related story).

Such actions are evolving into multifaceted
management programs intended to stem some of the
overuse of services inherent with the fee-for-service,
patchwork method of delivering and reimbursing
for health care.

Many of these actions might be characterized as
repairs to the current laissez-faire health care
system. For example, inpatient precertification and
utilization management programs use third-party
advisers to "reform" physicians whose practice
styles are determined to be out of conformance
with prevailing physician practices.

While these repairs are underway, other
employers are reaching another stage in health care
cost management: They're focusing on competition
as a specific strategy.

This is characterized by their recognition of the
additional savings that might be achieved by
channeling plan members to providers who already
have been practicing cost-efficient, conservative
health care. Such selective purchasing arrangements
can produce immediate savings, plus prompt
market-driven discipline in the local health care
marketplace by shifting customers away from
inefficient providers.

But, there is concern that over-emphasis on cost
efficiency and aggressive price competition may
adversely impact quality and satisfaction. The
challenge for employee benefit managers is to
stimulate competition on the basis of performance
as well as price.

The emerging objectives of progressive employers

* To encourage the restructuring of the current
fee-for-service, patchwork method of delivering and
reimbursing for health care by stimulating
competition among providers based on price and
performance.

* To offer alternative plans that are determined
by the employer to deliver health care in a more
efficient manner and limit-or not offer-less
efficient plans.

« To allow employees to make choices, to promote
the involvement of employees in smarter shopping
and to encourage employees to lead healthier
lifestyles.

The evolving selection criteria and performance
requirements applied by major purchasers will have
a reciprocal effect on suppliers of health care
services.

The focus of the health care marketplace will be
shaped by the willingness of purchasers and by the
responsiveness of the suppliers. Based on an
increasingly performance-driven environment, the
success of health care organizations will be
increasingly tied to their ability to identify and
utilize measures of their performance relative to
local competitors.

Such increased involvement of benefit managers
has broadened their function beyond the historic
role of arranging financial protection, with specifics
delegated to third-party bill payers. Their new role
is being redefined as a purchaser of cost-effective
health care services that are intended to promote a
healthy and productive workforce.

As purchasing agents, benefit managers are
recognizing that health care involves the concept of
winners and losers (as is true in other competitive
markets) and that they must decide not to
buy from producers who are identified as giving less

value.

Given these new objectives, it is natural for

Cost control variety
MPLQYERS ARE. taking.a.wide variety of

recent study shows.

According to a recent Mercer-Meidinger
Employer Attitude Survey of chief executive
officers:

» 80% encourage the use of ambulatory
surgery facilities.

- 76% shift some health care costs to
employees.

* 62% implement utilization review
programs.

* 60% sponsor wellness/disease prevention
programs.

* 58% have established hospital
preadmission testing programs.

* 57% encourage the use of health
maintenance organizations or other alternative
delivery programs.

* 55% negotiate rates with providers.

» 50% have joined coalitions of other
employers to work together on cost
management.

* 45% have reduced health care coverage.

benefit managers to also adopt the principles used
by their employers to purchase other costly material
goods. This entails developing contractual
arrangements based on specific measurable
performance results.

The perceived task is one of inducing marketplace
discipline at a local level, since health care is a
localized type of service.

Briefly, in a functioning competitive marketplace,
customers are rewarded for seeking out the more
efficient and better-quality suppliers-those that
deliver more value for the client's money. Inefficient
and substandard quality suppliers subsequently lose
customers.

For marketplace discipline to work in a
sustainable manner, price and performance
information must be available, and customers must
have enough financial incentives to shop around for
better value.

There is an obvious difficulty in applying these
two conditions to local health care marketplaces.
Both providers and customers have historically
viewed economics and pricing of services as
incidental to the physician-patient
relationship.

However, the attitudes of the American public are
changing as they are confronted with advertising for
brand-name health care "products." Also at work in
reshaping attitudes is the public's new sensitivity to
cost due to recently increased employee
contributions for coverage, higher deductibles and
larger employee copayments.

Thus, the public is coming to view health care as a
definable product and appropriate matter to be
scrutinized like other major purchases.

As new types of alternative health care delivery
organizations mature, like HMOs now are doing,
standards evolve by which management and
purchasers can assess the relative performance
levels.

These often include measures relating to finance,
resource utilization and allocation, productivity and
quality. Competition in health care today prompts a
need to focus attention on all these measures. While
these measures have not yet reached the degree of
standardization in other industries, they are
nonetheless important for health care
organizations which are now in the competitive
marketplace.

Fundamental to employers' commitment to HMOs
and preferred provider organizations is their
expectation that subsequent marketplace discipline

will reorient health care organizations and
providers to operate with business-type
imperatives-that competition will restructure and
better control the delivery system. This is a new
sense of accountability that employers have only
recently sought.

While there has been a greater flow of data to
employers on specific providers' efficiency, the
release of measures on health care quality and
appropriateness has been sparse and sporadic. New
assessment methods include third-party auditing of
medical charts to determine the performance level
of HMOs and utilization review programs. Another
is the expansion of diagnosis-related group
information to include severity of illness and
intensity of services.

Another alternative method of evaluating product
value is to comprehensively measure the consumer
perspective.

Using marketing research techniques, consumers
can be surveyed in local marketplaces about their
experience with various health care products, such
as HMOs, PPO networks, hospitals and dental
clinics.

Such a multiple HMO evaluation process has
proven effective.

Using a standardized survey of more than 75
questions, a rather complete evaluation is generated
with comparative ratings for categories such as
convenience and access to services, administration
and procedures, quality of physician care and
overall recommendations.

This evaluation process can pinpoint potential
problem areas like the delivery of care for mental
illness or for emergency situations.

Quality of physician care is measured using more
than 30 questions. These questions include how well
physicians communicated; how well they practiced
with a genuine interest in their patients; how well
they gathered relevant medical histories; how well
they tailored treatments to the patient's needs; and
how well achieved good results.

The survey questions in all the rating categories
function well to uncover variances in performance
among the different physician groups and HMOs.

This evaluation process shows that such
marketing research techniques provide a practical
approach to monitoring (and potential for more
effectively managing) the delivery of health care.
While such consumer viewpoints are not the last
word on quality and performance, they are an
important means to evaluate complex services like
health care.

Another distinction of this process is that it
reveals actual results being achieved and not
just traits, abilities and operational characteristics.

Applying a survey technique in a standardized
manner makes possible facility-to-facility,
year-to-year and city-to-city comparisons. Other
purposes include:

+ Building a commonality of purpose between
employers and employees regarding health care cost
management focused on involving employees in
smarter shopping and leading healthier lifestyles.

= Monitoring year-to-year changes in the quality
and quantity of services that may be impacted by
wider and intensified use of utilization controls,
new methods of paying providers (like
diagnostic-related groups and per-capital charges)
and more aggressive price competition. Such
initiatives may be stymied in their infancy if they

Continued on nert page

Charles R. Stanfield is a group
benefits consultant with William M.
Mercer-Meidinger Inc. in
Brookfield, Wis.
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Facts are key to handing political risk

By Laurence S. Clootz

THE MULTIN

corporatio

TIONA

Is urrounlaed by many

. uncertainties.

These companies must cope with
trade barriers, labor problems, aging
factories, foreign exchange problems
and technological advancements as
well as the risks and political
pressures inherent in dealing with
many different cultures.

Most companies that operate on an
international scale have risk managers
and risk management departments to
guide them in their search for safety in
an uncertain world. These risk
managers not only purchase insurance
and manage self-insurance programs
for their corporations, but also
actively attempt to reduce the
property/casualty risks their
companies face.

However, there is often one area
that risk managers have a rough time
handling, not because of intent, but
because of the difficulty of obtaining
reliable guidance and information on
which to make decisions on a timely
basis. This area is political risk.

Risk managers can go to the
commercial insurance market and
purchase political risk insurance for
some risks, but this coverage does not
cover all the special risks that
multinational corporations face
operating on a global scale.

In addition, in many nations,
multinationals must purchase
insurance from resident domestic
insurance companies, which creates
new political risk exposures for the
buyer-namely the stability of the
insurance company.

Some of the problems that
corporations operating abroad
experience include:

< A bank operating in a troubled
nation has large investments in that
country and wants commercial
insurance coverage in case of

nationalization of the properties
involved. What's the likelihood of

Nnationalization?

+ A factory is located in an area that
has just changed governments. The
new government is not yet in full
control and potential problems loom.
What is happening? Who is in control?
What factions will win? What is the
real danger to the factory output, the
workers and the property involved?
What should the factory owner do?

speaking out

Where can it turn for information?

< A multinational company's
captive insurer has purchased

extensive reinsurance from reinsurers

in a nation that is now undergoing an
economic downturn. The reinsurers
seem stable enough for the time being,
but can they be relied upon to pay
claims in the future? What can the
ceding company do? What happens if
the nation's laws require that coverage
continue to be purchased from local
insurers in order to do business in the
country? What is the possibility that a
mew government, to cope with
currency problems, will order local
insurers to stop paying claims?

Of course, the answers to these
questions will differ from company to
company and from country to country.
However, all of these questions have
one similarity: the need for
information and timely action,

A company cannot take any action
unless it has information on which to
base a decision, and that decision is
not reliable unless an adequate
interpretation of the facts is at hand.
And, even with all of that, what good
is the information and the
interpretation if they come too late for
effective action to be taken?

It has always been, in my mind, a
strong concern for a multinational
company to use only solvent, stable
insurers and-in cases of captive
insurance companies-reinsurers.
Today, one must check the solvency of
each insurer and reinsurer very
carefully, no matter where the
underwriter is domiciled. The buyer
must check whether the insurer is
willing-and will be in the future-to
perform its obligations as they arise:
paying claims; returning premiums;
allocating proper reserves for
incurred-but-not-reported losses;
charging proper premium rates;
purchasing adequate and secure
reinsurance; rapidly transferring
currency; and maintaining a stable
staff and a solid portfolio of business.

In conducting their investigations,
some multinational risk managers are
now visiting the insurers they use on
their turfs and are not letting
decisions be made by agents and
brokers. More corporations are
looking into the solvency of their

insurers and reinsurers not only by

checking financial statements, but by
subscribing to various solvency
reporting services.

These more progressive companies
consider that it is better to "sweat in
peace than to bleed in war"-it is
better to work to preclude problems
than to fight them because vital
decisions have been left up to others

that do not have the same concerns

and interests as the companies
themselves. If one chooses to let others
make vital decisions, one must not
expect perfect performance.

The sticky problem with operating
overseas is that much of the data
available is not "hard" data, but

rather "soft," non-numerical data.

For instance, companies must decide
what to do in the face of economic and
political uncertainties. For the most
part, it is business as usual-unless
turmoil in a foreign country affects the
operation of a plant, the availability of
natural resources or the ability of an
insurer to pay claims.

Still, all can go well until a new
government takes control and
nationalizes the company's
operations-with no payment
forthcoming. All is in order until the
state insurance institute is closed,
with no claims payments probable in
the near future. What happens when
the company is advised that its claims
will be paid in an unsatisfactory
currency at an unsatisfactory rate,
thus reducing the amount the
company will collect from a local
insurer? How uncertain will life be for
the corporation if extensive operations
are, in reality, controlled by political
figures in an unstable political
environment?

Many companies would consider the
preceding scenarios to be quite
unlikely and would not give too much
thought to strategies to negate such
actions. However, these examples do
show a need for timely information
and interpretation of the facts so that
companies can make the proper
decisions and have a chance to benefit

from them.

Coping with the muddled world of
political risks is beyond the resources
of some of the most sophisticated
companies. Most businesses are
equipped to handle their
manufacturing, delivery, accounting

and design problems, but few have
trained personnel on staff to report on,
interpret and advise the company on
political risk problems. This is a
specialty area for groups of highly
trained personnel-academicians and
others-who often spend their entire
careers studying a single nation.

To do the job effectively, these
specialists must monitor the nation or

region daily and be able to interpret
events that are not even evident to

others.

Companies with large overseas
operations may need the services of a
consultant that is fully staffed with
experts that can act as the client's
political risk department on a
24-hours-per-day basis. One missed
event or incorrect interpretation can
cost a company millions-perhaps
billions-of dollars.

These experts must know what your
company does and what are your
company's specific concerns and
expectations. It is also valuable that
the experts know what types of
operations and relationships the
company maintains in each country so
they can assess the impact of events
that could go unnoticed to the
uninformed observer.

A company's risk management staff
cannot rely on reports in magazines
and newspapers or Jn broadcast
programs or even on personal visits
by company personnel to foreign
nations, unless that person is an
expert in the affairs of that nation.
And even if there is an expert on the
risk management staff, that person
needs rapid and reliable access to
others to monitor and interpret events
when they occur.

Managing a corporation’'s political
risks is fraught with uncertainty. All
events are important in assessing the
stability and reliability of operating in
a particular foreign nation.

International operations are not for
those that have limited resources and
little knowledge of the nations in
which the operate.

However, with the proper
information, and the expertise
necessary to interpret that
information, the company's chances of
success in managing political risk are
very much increased.

Laurence S. Clootz is president Of

Reinsurance Intermediary Corp. in
Overland Park, Kan.

Promoting healthy competition in health care
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become generally perceived as producing a negative

impact on people's personal health.

especially important for managing

* Providing a vital element for employers

negotiating prices with HMOs by contrasting
various price differentials with performance

differentials.

next as much as many products are.

* Creating a comprehensive diagnostic tool that

providers may access for setting business-type

performance goals, building consumer loyalty and
achieving product superiority. The process can
identify weaknesses, establish realistic performance
levels being attained by other providers/suppliers
and serve as a benchmark to measure progress or

change.

ernployees.

especially important for managing services, which

Consumers' perceived value is

services, which. . .

differentiated from one vendor to the

In a more general way, this also serves employers
evolving sense of fiduciary responsibility for
preselecting which HMOs will be offered to

Awareness of consumers' perceived value is

by nature are not outwardly differentiated from

are.

one vendor to the next as much as many products

The emerging axiom is that the success of many

are not outwardly

services.

employer health care initiatives will be dependent
upon how the relevant public perceives specific
providers' performance in delivering first-class

Performance measures, like those described

above, represent a powerful new tool for both
purchasers and providers.
With such tools, marketplace discipline can be

seen as not just the rhetorical preference of business

cities.

leaders but as a practical strategy workable in many



= An introductory brochure on
alternative dispute resolution
methods has been published by the
American Arbitration Assn. The
descriptive brochure defines arbi-
tration, mediation, the minitrial
and other alternatives in easy-to-
understand language. It lists the
steps in arbitration and mediation
processes as practiced under AAA

rules and contains examples of
standard arbitration and media-

tion clauses. It also discusses the
types of cases suitable for alterna-
tive dispute resolution. The 18-
page brochure is available for $1
prepaid from Betty Berry, Ameri-
can Arbitration Assn., 140 VW. 5ist
St., New York, N.Y. 10020-1203.

- The Greater Los Angeles
Chapter of the National Safety
Council's Film Library has added
hundreds of new safety-related
films and videos emphasizing,
among other topics, safety and
health issues. Many titles are also
available in Spanish. For a free
film catalogue, write to the Film
Library, Greater Los Angeles
Chapter, National Safety Council,
616 Westmoreland Ave.,. Los An-
geles, Calif. 90005.

= Two new books from Com-
merce Clearing House Inc. address
the effect of recent federal legisla-
tion on certain employee benefits.
"CCH Guide to Employee Bene-
fits Under 1986 Tax Reform” ex-
plains major changes to rules gov-
erning pensions and employee
benefits. Included in its analysis
are changes made to rules gov-
erning pension plan qualifications,
new penalties and restrictions im-
posed to ensure that amounts that
are tax deferred are actually used
for retirement and not as tax shel-
ters, and new rules limiting tax in-
centives to benefits that are pro-
vided on a non-discriminatory
basis. In addition, the guide con-
tains full texts of the Internal Rev-
enue Code and Employee Retire-
ment Income Security Act sections
as added, amended or repealed by
the act. Single copies of the 512-
page book are $12. "New 1986
Mandatory Retirement and
Maximum Income Age Benefit
Rules” is the title of CCHI's 64-
page explanation of the new maxi-
mum age employee benefits rules
and the laws as added or amended.
These new rules-affecting em-
ployers, labor unions, employment
agencies, and employee benefit
plan administrators-are con-
tained in 1986 amendments to the
Age Discrimination in Employ-
ment Act, ERISA and the Internal
Revenue Code. A table of court
cases referred to in the explana-
tions and a topical index are also
included. Single copies are avail-
able for $6. For a copy of this book
or the guide to the new tax law
send payment to Cash Item De-
partment, Commerce Clearing
House Inc., 4025 W. Peterson Ave.,
Chicago, Ill. 60646.

= Corporate Contingency Ser-
viees is offering a new brochure on
disaster recovery planning. The
brochure describes the planning
assistance that is provided by CCS,
which includes development of
data processing and corporate con-
tingency plans, the audit of exist-
ing contingency plans and the
maintenance of contingency plans.
Also included are descriptions of
some recent disasters that befell
companies without contingency
plans. For a free copy of the bro-
chure contact Corporate Contin-
gency Services, P.O. Box 805, New
Hudson, Mich. 48165; 800-426-
4620: 313-486-2090 in Michigan.

- "Health Benefit Management
System; the Foundation for Effee-
live Plan- Management and Cost
Control” is a new six-page bro-

nio

chure brochure from Genelco Inc.
that describes the company's com-
prehensive health claims ad-
ministration and reporting soft-
ware system. For a free copy
write to Larry M. Amundsen, Gen-
elco Inc., 1600 S. Brentwood Blvd.,
Suite 500, St. Louis, Mo. 63144. Or
Call 800-325-3018; 800-392-3488
in Missouri.

Have a new report, booklet or pro-
motional brochure you'd like to
send to buyers of insurance? Busi-
ness Insurance will describe ma-
terial costing less than $25 as an
editorial service in the weekly Info
column. Simply send us a short de-
scription of the material to be of-
fered, along with the cost and a
mailing address. Address all con-
tributions to Info, Business Insur-

ance, 740 N. Rush St., Chicago, Il
60611.
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DATA BASE:

Our Total Information System, which contains 1.5 billion bytes of information,

helps us analyze losses, plot loss trends and prepare loss prevention and control pro-

grams for our insureds. The loss information portion of this system codes the cause

of loss 75 different ways, ranging from fire, windstorm or explosion to freezing,

smoke or volcanic action. Also, it accumulates loss data on more than 500 occupancy

classes from airplane plants to wholesale groceries, from hospitals to oil refineries,

from aboveground storage tanks to X-ray rooms. All of this information is ofvalue to

producers, insureds, and IRIl. We wantto know howand whythings happened, where

they happened, and whatwe can do to prevent their recurrence. In property markets,
the lessons of the past direct future activities.

Back in 1982, This ICind ofLossAnalysis contributed greatly to the development
of OVERVIEW, IRI's total management program for loss prevention and control. Dur-
ing this period, IRl examined 1,169 losses, which totaled $ 172 million. We concluded
that 97.9% of these losses were related in some manner to management failure in

several areas including smoking regulations, maintenance, pre-emergency planning,

and housekeeping. Without adequate data and without computers to help us massage
it, we may have taken several years to develop a program such as OVERVIEW, which
has been implemented in thousands of facilities across this country and around the
world. Although it is difficult to measure how many OVERVIEW-oriented properties
have not suffered a loss, we know that OVERVIEW works in helping to prevent single
human error incidents from becoming multiple human error losses.

Industrial Risk Insurers is alsoApplying OVERVIEVWV to the control ofloss as
related to natural hazards such as tornadoes, hurricanes, floods, earthquakes, and
arctic freeze. (Arctic freeze is a phenomenon which has inflicted hundreds of mil-
lions ofdollars ofloss onbusiness and industry throughout the world during the past

fewyears.) That's why special sections in the Pre-Emergency Planning portion of
OVERVIEVW deal with getting prepared for hurricanes, floods, and arctic freeze. When
IRI loss prevention consultants meet with insureds, agents and brokers, these sub-

jects are discussed in detail.

OVERVIEW Enables Companies and Corporations to Manage their loss preven-
tion and control programs in much the same way as they manage manufacturing, or

construction activities. For example, since facility process changes are planned and
budgeted, it makes sense to plan and budget the loss pro-

tection hardware necessary to respond to these changes.

Or, when a new building is planned and budgeted, so are
the extinguishing systems and loss prevention pro-
grams necessary to keep it functioning. It's all in OVER-
VIEVW Just ask your servicing IRI loss prevention

1dustiial

Ya'sk

consultant for assistance, or c6ntact Mrs. R A Sasso,

IRI, 85 Woodland Street, Hartford, CT 06102, area code
(203) 520-7412 and request a complimentary copy of

Jpsurers

the OVERVIEVV brochure.

66,000 properties

insured worldwide
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Sullivan Payne hires CIGNA's Patte rson

Guy Patterson has joined the
Philadelphia office of reinsurance
intermediary Sullivan Payne Co. as
senior vp

Mr. Patterson had been president
of the reinsurance and services di-
visions at CIGNA Corp. and senior
vp of CIGNA's property/casualty
group.

In addition to his experience at
CIGNA and affiliate Insurance Co.
of America, Mr. Patterson was for-
merly a director at Terra Nova In-
surance Co. Ltd. in London.

Other reinsurance industry
changes:

Harrison de Koning Rose ap-
pointed senior vp of The Home Re-
insurance Co. in New York. Mr.
Rose, who joined The Home in
1986, previously was senior vp-
ceded reinsurance.

James W. Heslin Jr. promoted

comings & goings: industry

to vp at General Reinsurance Corp.
in Stamford, Conn. Also, General
Re promoted Richard C. Shaw to
second vp in its New York office.
Arthur W. Wright joined Na-
tional Reinsurance Corp. in Stam-
ford, Conn. as vp-casualty faculta-
tive operations. He replaces Carl
Zuanelli, who was promoted to
manager-corporate retrocessions.
Patrick E. Gentile joined the
treaty department of Skandia
America Group as vp. Mr. Gentile
previously was second vp with
North Star Reinsurance Corp. In
addition, Eugene V. Slattery and
Ronald J. Yarashefski appointed
vps at Skandia America. Mr. Slat-
tery has been a member of the

treaty underwriting department
since 1977. Mr. Yarashefski joined
the company in 1978.

Agents/brokers

Albert J. Pelham named chair-
man of Hilb, Rogal & Hamilton Co.
of Jackson Inc. in Jackson, Mich.
Mr. Pelham has served as president
of the company since 1969. Replac-
ing Mr. Pelham as president is
James F. Mortell, who had been
executive vp.

Edward J. Bolger promoted to
president of Jardine Emett &
Chandler Santa Clara Inc. from his
previous posizion as head of the of-
fice. Mr. Bolger joined Jardine in

1982.

At Jardine Emett & Chandler
Hawaii Inc., Malcolm R. Louis
promoted to president from vp/
manager. Mr. Louis joined the com-

pany in 1984.
Johnson &
Higgins VVp
Anthony Gil-
b lam named su-
*Rp' '« pervisor of the
firm’'s intermna-
tional actuarial
"and benefit con-
sulting unit for
' alb- the Eastern re-

Mr. Gillam mon. Mr. Gillam

joined the com-
pany in 1974.

William W. Werther promoted
to vp-insurance risk management
group for Lawrence United Corp,
in Rochester, N.Y. Previously, Mr.
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Werther was a placement special-
ist. He joined the company 10 years
ago in sales and underwriting ca-
pacities.

Arthur M. Ostrow joined Amal-
gamated Programs as senior vp-
property/casualty operations. Mr.
Ostrow previously was with B.R.I
Coverage Corp. for 17 years.

At Marsh & McLennan Inc. in San
Francisco: Peter Garvey and Dan
Nicholas appointed managing
directors. Mr. Garvey joined M&M
in 1980 and had been a senior vp.
Mr. Nicholas joined M&M in 1981.

Also at M&M,

-1 _ H. Smith McGe-
b - *A. hee named man-

il,4..1 aging director in
1 charge of the St.

45, Louis office. Mr.

S McCehee was se-

| % - Of\i?li VH gt Law-
ilir, Ti -- st- I'ton-Byrne-
Bruner‘when

Vv ..— that company

Mr. McGehee merged with
M&M in January
1987.

Robert E. Cronin promoted to
senior vp at the Tampa office of
M&M. He had been a vp.

WVilliarm L.

Gray H and Ro-

bert M. Jenkins *UiX

cipals of Noel, 4
reaves X
Strother in Dal- Ili *
= = _ N S
Thomas A

motedeto assis-

tant regional Mr. Gray
director of the

Pacific North-

west Region of

Corroon & Black 1

Son-a50 3 e

cently assistant

manager <— %
Alaska opera-
tions. He joined
the company in Mr. Jenkins
1976.

Also at C&B, Wayne V. Brown
promoted to president of Alaska op-
erations from chief executive offi-
cer. Mr. Brown joined C&B in 1974.
In addition, Gerald E. Borstad
promoted to chief operating officer
from office administrator. Mr. Bor-
stad joined C&B in 1976.

Robert =.

Pullan ap-

St Mich

reviously a se- 1
nior vp. Mr Pul

lan-joined th._

T=a=Axrrla Mr. Pullan

Damrill pro-
moted to senior vp at Frank B. Hall
& Co. of California-Orange County
in Costa Mesa, Calif. Ms. Damrill
joined Frank B. Hall & Co. of Cali-
fornia-Los Angeles in 1974.

Also at Hall, Louis F. Locante
promoted to vp of Frank B. Hall &
Co. of Pennsylvania.

Insurers

Jack R. Hughes appointed se-
nior vp-ceded reinsurance at The
Home Insurance Co. in New York.
Previously he was senior vp-ceded
reinsurance for property-casualty
operations at CIGNA Corp.

James L. Weidner promoted to
senior vp of The Home's 14-state
Western Region, based in Glendale,
Calif. Mr. Weidner joined the com-
pany in 1983. He most recently was
vp and general manager of the
company's Brea, Calif., field office.

Bradford W. Rich designated
senior vp of Crum & Forster Corp.

Continued on nez=t page
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in Morristown, N.J. Mr. Rich joins
C&F from Guardian Royal Ex-
change, where he was president
and chief executive officer of sev-
eral subsidiaries.

Jeffrey J. Park promoted to ex-
ecutive vp from senior vp at Crum
& Forster Corp., responsible for
actuarial planning.

David N. Hafling promoted to
vp-actuary from second vp-actu-
ary of American States Insurance
Co.'s property/casualty units in In-
dianapolis. Mr. Hafling joined the
company in 1972.

Excess/surplus

D. Richard Meyer promoted to
vp at Equity Insurance Managers
Inc. in Lexington, Ky.

At Atwater McMillian Inc., a
subsidiary of The St. Paul Cos.
Inc., George Tsui named senior
vp-specialty risk division and Joe
Schumi named vp-actuary. Mr.
Tsui joined St. Paul in 1982 and
was named vp in 1984. Mr. Schumi
joined St. Paul in 1973 and was
named actuarial officer in 1982.

Other suppliers

Michael L. Stoll appointed se-
nior vp at Ambel Consultative Ser-
vices Inc. Mr. Stoll previously was
with Frank B. Hall & Co, Employ-
ers Insurance of Wausau, James S.
Kemper & Co. and British Ameri-
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can Insurance Co.

Tim E. Donney appointed presi-
dent of Hull & Cargo Surveyors
Inc., a subsidiary of Marine Office
of America Corp., which is a unit
of Continental Corp. Based in New
York, Mr. Donney succeeds Wil-
liam F. Warm who retired. Mr.
Donney joined the company in
1975 and most recently had been
executive vp of national business
operations in New Orleans.

George E. Bell Ill elected a
partner at employee benefit con-
sultant Kwasha Lipton in Fort Lee,
N.J.

Also at Kwasha Isipton, Richard
B. Cornwell, Peter VW. Ruther-
ford and John S. Westervelt
named principals. Prior to joining
Kwasha Lipton in 1977, Mr. Corn-
well worked for the Insurance Ser-
vices Office. Mr. Rutherford has
been with the company since 1979,
and Mr. Westervelt joined the com-
pany in 1976.

Charles H. Cox named presi-
dent at consultant Aldrich & Cox
Inc. in Buffalo, N.Y. He succeeds
his father, Herbert Cox, who has
been elected chairman of the
board. Herbert Cox co-founded the
company in 1951 and served as
president since 1963. Charles Cox
joined the company in 1974 and
has been vp since 1982.

Also at Aldrich & Cox, James B.
Hood Jr. named executive vp and
secretary of the company. Mr.
Hood, who joined the firm in 1975,

had been a vp since 1982.

James M. Berry joined Seattle-
based consultant Milliman & Ro-
bertson Inc. as a consulting actu-
ary. In addition, Gregg P. Richter
joined the Omaha, Neb., office of
M&R as a consulting actuary. Prior
to joining M&R, Mr. Richter was
director of actuarial and benefits
consulting services at Touche Ross
& CO.

Allen Bennett named vp and
director of Summit Loss Control
Services Inc., a unit of Summit
Consulting Inc. Based in a Lake-
land, Fla., the Summit Consulting
is a third-party administrator.

William E. Thomas joined Ro-
bert Hughes Associates Inc. as cor-
porate vp. Prior to joining the Dal-
las-based consultant Mr. Thomas
was president of American Agency
Profit Systems Inc., a managing
general insurance agency.

Steve A. Martin appointed
president of Hayes & Associates, a
human resources consulting unit of
Booke & Co. in Winston-Salem,
N.C. Prior to his appointment, Mr.
Martin had owned a consulting
practice in Winston-Salem since
1981.

Dave Wilson named president
and chief executive officer of St.
Paul, Minn.-based CC Systems
Corp., a TPA affiliate of Blue Cross
and Blue Shield of Minnesota.
Prior to this appointment, Mr. Wil-
son served as president of CC Sys-
terms of Minnmnesota. -

A BRIEF MESSAGE ABOUT INSURANCE

PLACEMENTS FOR

- Security Guards,

Patrol Services,

- Detective Agencies,

Armored Car Service,

Alarm Monitoring and

Alarm Installation

For more than a decade Cover X Corporation has

continuously provided a stable insurance product

for the Security Industry. During that time many

companies and agencies professing to "specialize"

in this industry have come and gone. In today's

difficult insurance marketplace most are simply
gone. COVER X CORPORATION IS STILL

HERE, providing that industry with custom tailored
GENERAL LIABILITY, PROFESSIONAL LIABILITY
and WORKERS COMPENSATION.

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

interests lie in obtaining a quality insurance product in a stable market then you owe

them a Cover X quotation.

For further information or applications call or write

COVER CORPORATION

P. 0. Box 5096, Southfield, Michigan 48086

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

Glt Paysto

HavetheFacts
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If there's a spill at your dump site,
others are likely to assume your com-
pany's at fault. That's why, before the
summons arrives, you should make one
phone call:

Countrywide Services, 314/878-3306.

Our professional investigators have
at least 10 years' experience each. They'll
be swiftly assigned to find facts vital to
your defense.

For example: Is the EPA RI/FS
adequate? Who else was using the dump
site? Is apportionment possible?

Perhaps your company is not respon-
sible after all. Or perhaps responsibility
should be divided among several com-
panies. In either event, our investigation
would prove very worth your while.

We provide complete claims manage-
ment services to major self-insured
manufacturers throughout the world.
Please keep our phone

number handy. _
Let others assume L y -

what they will. We'11 arm
you with the facts. — 1 1

Countrywide
Serviced
Corporation

Specializing in product
liability claims management.
11933 Westline Drive, St. Louis, MO 63141, 314/878-3306
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This program is a survival course for the

Going Bare: This progran

» What are the pitfalls in using hold harmless
agreements?

A Survival Course » How do you satisfy insurance requirements?
* |s the Risk Retention Act a panacea for
fO r Se If— I nsu red S reducing insurance costs? What are the
dangers?
. A * Howcan abusinessuse corporateorganization
A National Institute to limit liability? 9
* When can the self-insured tap old insurance
presented by policies?
B . ) * What are the alternatives .n using captive
The American Bar Association insurance?

» What are the possible gaps in coverage?
« How can you avoid litigation?

Section of Tort &

Insurance Practice ) . . .
For more information on our National Institute

or to register, call the American Bar

March 27-28,1987 Association at (312) 988-6200 and please
mention you saw this ad. Or, you may
Bally's Hotel, Las Vegas, Nevada register in person at the hotel between

8:00 am and 8:45 am on March 27.

Announcing a
New Facility

Professional Risk

Management .
Services, Inc. T°LI-.A-E3

Specializing in Professional Liability Insurance Designed
for Groups, Organizations, and/or Associations

PRODUCTS

* Traditional Sponsored Program

0 Risk Funding Program
- Captive
- Rent-A-Captive
- Pooling
- Risk Retention Group

SERVICES

» Complete Administration
* Policy Issuance

» Claims Management

* Program Design

MINIMUM PREMIUM $2,000,000

We welcome inquiries from groups, organizations,
associations, brokers, or agents

Please contact:

PROFESSIONAL RISK MANAGEMENT SERV|[CES, INC.

Beverly H. Patrick, President or
Martin G. Tracy, Vice President

1444 Eye Street, NW, Suite 1100
Washington, DC 20005

(202) 682-3800

london

London architects
establish insurer

By CAROLYN ALDRED

LONDON-A group of Britain's largest architectural firms is establish-
ing a mutual insurance company to write architects professional liability
insurance on a claims-made basis.

At least 26 firms have committed to join Wren Insurance Assn. Ltd.,
according to Robert Seward, a partner at Tindall, Riley & Co., the
mutual's manager.

Wren, which will write coverage for primarily large architectural
firms, will offer professional liability insurance limits of up to 5 million
pounds ($7.6 million) per claim.

Member firms may retain a portion of their risk, but are encour-
aged not to self-insure an amount equal to more than 2% of their an-
nual fees, said Mr. Seward.

The total revenues of Wren's 26 founder members and two addi-
tional members expected to join will be about 130 million pounds ($197.6
million) in 1987, said Mr. Seward. "The premium income from the original
26 members will be at least 6 million pounds ($9.1 million) in the first year
of the mutual's operation," he added.

Wren already has lined up reinsurance support, Mr. Seward noted. Lon-
don underwriters are writing excess-of-loss reinsurance that attaches at
3 million pounds per claim, while the mutual has purchased an aggregate
reinsurance treaty with reinsurers outside of the London market that will
cover an individual firm's aggregate claims that exceed 3 million pounds
in a policy year, Mr. Seward said.

The mutual's financial backing will be established by members' first
year premium payments, said Mr. Seward.

"Premiums for the first year will be broadly in line with what our
members are paying at the moment. Over a period of years we ex-
pect. . .cheaper premiums, but we didn't want to launch the mutual by
offering cut-price premiums," he said.

The mutual will also provide claims and risk management consulting
services for members, he added.

Tax changes for insurance companies

British insurers fear that tax law changes contained in the U.S. Tax
Reform Act of 1986 could prompt the government to introduce simi-
lar tax reforms in the United Kingdom.

British insurers are worried that property/casualty insurers will be
forced to discount loss reserves, as U.S. insurers now must do under
provisions in the new tax law.

The discounting of loss reserves has been the subject of a two-year
debate between the British insurance industry and the government's In-
land Revenue, with insurers arguing that the proposals have been intro-
duced merely to increase tax revenues.

The Assn. of British Insurers rejects the suggestion that the dis-
counting of loss reserves produces more accurate reserves and is con-
cerned that companies should not be required to anticipate invest-
ment income on reserves for tax purposes.

Although several British insurance companies have begun to discount
reserves and release revised financial statements to shareholders, the vast
majority still do not discount their reserves.

"The U.S. Tax Reform Act last year has set a precedent for in-
cluding such measures in legislation," said Keith Loney, the ABI's man-
ager for taxation and accountancy. "The Inland Revenue could ask trea-
sury ministers to include a provision in the finance bill," which is the tax
bill to be introduced in Parliament by Prime Minister Margaret Thatcher's
government later this year.

However, Mr. Loney believes it is too late-and too close to a na-
tional government election-for such a provision to be included in this
year's finance bill.

Alternatively the Inland Revenue could choose to test the issue in the
courts, according to Mr. Loney.

"The Inland Revenue could pick a vulnerable company, such as one
with particularly long-tail business, and take it to court in a test case. In
such a case, the ABI would finance the insurer's defense through to the
House of Lords," Britain's highest appellate court, he said.

Meanwhile the ABI has published a statement of recommended practice
on accounting for all British insurance and reinsurance companies, except
Lloyd's of London syndicates.

The statement, which deals with accounting for premiums, expenses,
claims and incurred-but-not-reported losses, "should lead to greater con-
sistency in accounting practice between insurance companies,"” says the

association.

In 1988, the ABI will review how member companies have followed
the recommendations included in the statement.

On the question of loss reserve discounting, the statement says "the
choice of whether or not to discount is for the enterprise to decide.”

Aftershocks of Mission's collapse

The collapse of Mission Insurance Co. could have a domino effect on the
U.S. insurance industry, according to Donald Greene, senior insurance
partner for the New York law firm of LeBoeuf, Lamb, Leiby & MacRae,
Lloyd's of London's U.S. counsel.

Massive insolvencies of U.S. property/casualty insurers could continue
unabated, Mr. Greene warned at a seminar earlier this month organized
by the Insurance Institute of London.

"We have seen dozens of corporate insurance companies become insol-
vent in the last two years, but what is more ominous is we are now seeing
grofessional reinsurers, such as the Mission, going down," said Mr.

The California Insurance Department has requested that MIC and four
subsidiaries be liquidated. A California Superior Court in Los Angeles
will hold a hearing Feb. 24 on the request (BI, Feb. 9).

"Mission's liabilities exceed $600 million and much of this is owed to

Continued on next page
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Cost Care to launch new California PPO

The Exclusive Provider Health-
care Network, a new preferred
provider organization, soon will be
available to self-insured employ-
ers, third-party administrators and
insurers in Southern California.

The new PPO is sponsored by
Cost Care Inc., a Huntington
Beach-based health care cost man-
agement firm. It will begin operat-
ing on April 1.

"The Exclusive Provider Net-
work will include 300 primary care
physicians and 700 specialists,"”
said Sharon Reichle, director of the
project.

"We chose specialists that al-
ready have referral systems set up
with the primary care physicians
we selected for the network.”

To use the network, employees
select a primary care physician
from Cost Care's list of providers.
This physician then directs the em-
ployee to specialists or medical fa-
cilities that have contracted with
the network. The PPO also in-
cludes utilization review, said Ms.
Reichle.

For more information, contact
Sharon Reichle, at Cost Care,
17011 Beach Blvd., Huntington
Beach, Calif. 92647, 800-762-3029;
800-922-8403 in California.

Work comp software

Pacific Technical Services is a
new software manufacturer offer-
ing risk and benefit managers
computer programs for claims ad-
ministration.

The company. which opened Jan.
30, initially will offer a workers
compensation software package
for use on personal computers.
That program, to be released in
April, can be used by as many as 64
persons simultaneously, and can be
used by employers with up to
750,000 employees, says Craig A.
Zivolich, the company's president
and founder.

The company expects to offer
software with general liability,
group health and long-term dis-
ability claims administration ca-
pabilities in the future, says Mr.
Zivolich, who was previously vp at
National Risk Management Ine., a
software firm in San Ramon. Calif.

For more information, contact
Mr. Zivolich at Pacific Technical
Services. 2974 Montevideo Drive,
San Ramon, Calif. 94583: 415-895-
o832.

BICL membership

Bankers Insurance Co. Ltd.,the
Bermuda mutual that has inspired
numerous buyer-led insurance
ventures among financial institu-
tions, has lowered its membership
criteria.

BICL, which had been consid-
ering applications only from com-

markets

mercial banks with assets of $2.75
billion or more, recently opened its
doors to banks with assets of only
$2 billion or more, according to
Edith S. Lichota, senior vp-risk
management for Irving Trust Co. in
New York and a BICL architect.
However, these financial institu-
tions must agree to have their pre-
miums rated as if they were banks
with assets of $3 billion, she says.
Premiums are based on number of
employees, number of foreign

branches, return on equity and
other factors.

BICL's shift in its minimum size
requirement means that about 52
additional U.S. banks are now eli-
gible for membership in the mu-
tual, according to the American
Bankers Assn.

The mutual also has adopted a
provision enabling commercial in-
surance brokers to receive a com-
mission upon arranging BICL cov-
erage for a bank, Ms. Lichota
points out.

For more information about
BICL. contact Anna Summers at
International Risk Management
(Bermuda) Ltd., P.O. Box 660,
Hamilton, Bermuda, HMCX; 809-
295-0713.

New wholesaler

Vermont's former deputy com-
missioner of insurance has left that
post to head a new wholesale bro-
kerage.

Donald A. Kifer, 42, is now
heading the new Excess Insurance
Underwriters of Vermont Inc. after
working with the Vermont Insur-
ance Department for six years.

Excess Insurance Underwriters i

in Montpelier, Vt., is a newly
formed subsidiary of EIU Hold-
ings.

It will place coverage or write
it itself through MGA contracts for
hard-to-insure commercial auto
insurance and long-haul trucking
risks, as well as some commercial

general liability and property in-

surance risks, Mr. Kifer says.

It will initially concentrate on
Vermont risks, but may later ex-
pand into New York state, he says.

Retail brokers may reach the
new company at 26 State St.,
Montpelier. Vt. 05602; 802-229-
4223; 800-356-6653 in Vermont.

Travelers PPO

Travelers Preferred, the Tra-
velers Corp. preferred provider or-

ganization, is being introduced in
seven new markets

The PPO now is available in Bal-
timore; Denver; Grand Rapids,
Mich.; St. Louis; Seattle; Tampa,

london

Continued from previous page

other insurers who are on tertiary credit status. Many of the claim-

ants are small companies with fragile surpluses and the impact on

them could be devastating. | suspect we will have other insurers and

perhaps reinsurers becoming insolvent as a result," said Mr. Greene,

whose firm represented more than 50 MIC ceding insurers during negotia-

tions on various rehabilitation proposals for the company.
Mr. Greene also warned insurers not to believe that the tide has

turned in the liability insurance market. "The liability crisis isn't over by

a long shot-the worst is yet to come," he predicted.

Mr. Greene argued that the tort reforms enacted by various states
are not enough to combat the problems facing the insurance industry, and
that the outlook for long-term tort reform looks bleak.

"l no longer believe that our (legal) system can be successfully amended.

The only way to change it is to abandon it and give the population some-
thing that they like better,"” he said. "I am now convinced that some form
of no-fault, scheduled benefit and damages is something we desperately

need in the U.S."

He described the present tort system-whose main aim, he said, is to pay

plaintiffs' attorneys huge contingency fees-as obscene and called on the
insurance industry to provide some type of system that ensures that those
claimants who nmneed money receive it. i

Fla.; and Tulsa, Okla.

The PPO in each market will in-
clude a broad network of hospitals
and physicians, the Patient Advo-
cate utilization review program
and the Taking Care Program of
health promotion and medical self-
care.

While employees have freedom
to choose health care providers,
they incur lower out-of-pocket ex-
penses if they use preferred pro-
viders.

For more information, contact
John Troy, President, Travelers
Health Network, 1 Tower Square,
Hartford, Conn. 06183; 203-277-
a4271.

Mergers/acquisitions

San Francisco-based broker
ABI Management Inc. and its
subsidiary, American Business
Insurance Agency of lllinois in
Schaumburg, lll., have acquired

the Elmbarst Insuranes, Agengy
Agency will be merged into ABIA's
operations in Schaumburg. The 1
Elmhurst agency specializes in res-
taurants, bowling centers and
manufacturing plants.

KL&K Associates Inc., a Port-
land, Ore.-based independent
agency, has merged with Post &
Associates Insurance in Boise,
Idaho. Post & Associates special-

izes in construction and industrial |

coverages, as well as surety bonds.
KL&K Associates handles all lines

“"Marsh & McLnnah Inc. has

acquired Fenchurch Insurance
Brokers Pty. Ltd. The Australian
subsidiary of London-based Fen-
church Insurance Holdings Ltd.
has offices in Perth, Melbourne,
Sydney and Adelaide. These opera-
tions will be merged with Marsh &
McLennan's Australian subsidiary,
Marsh & MeLennan Pty. Ltd.

Partners National Health
Plans has reached an agreement in
principle with Nashville, Tenn.-
based Physician Health Plan
Ltd. to acquire up to 509 of
Healthmaster, a health mainte-
nance organization. Healthmaster
is an independent practice associa-
tion model HMO that serves about
14,000 members through a network
of 15 hospitals and 750 physicians.
Partners is a joint venture of Aetna
Life & Casualty Co. and VHA En-
terprises Inc., the equity arm of
Voluntary Hospitals of America
Inc.

Stewart Smith Holdings Inc..
an underwriting management unit
of Lloyd's of London broker
Stewart Wrightson Group, has ac-

quired two surplus lines brokers:
Major Surplus Holdings and S.L.
Alexander Inc. New York-based
Major Surplus Holdings will main-
tain operations at its headquarters,
as well as a branch office in Cedar
Knolls, N.J. The firm had a 1986
premium volume of about $80 mil-
lion. The Los Angeles operations of
S.L. Alexander will be merged
with Stewart Smith West in Los
Angeles. The Sacramento and Pre-
scott, Calif. offices will become
branch offices of Stewart Smith
West. S.L. Alexander reported a

1986 premium volume of about $35
million.

New offices

Advanced Risk Management
Techniques Inc., a risk manage-
ment and employee benefits con-
sulting firm headquartered in La-
guna Hills, Calif., has opened a
new office in Salt Lake City. Itis
located at 5295 South 320 West,
Suite 540. Salt Lake City, Utah
84107:801-268-8324. 1

MARTIN BOYER COMPANY, INC.

IS PLEASED TO ANNOUNCE THE PURCHASE OF ALL THE

COMPANYS STOCK AND ASSETS AND ITS

COMMENCEMENT OF OPERATION AS AN INDEPENDENT
ENTITY EFFECTIVE DECEMBER 30,1986.

SELF-INSURANCE CLAIMS ADMINISTRATORS

LOSS CONTROL ENGINEERS

UNEMPLOYMENT COMPENSATION CONSULTANTS

CHICAGO

PEORIA

ST. LOUIS

Erasetroaoerworx,

erasetrerrors,
erase tie waste In

——

worxers compensation.

Comprtack ' Workers'Compensation Software System
can save your business hundreds of thousands of dollars.
How? By automating the repetitive and mundane tasks
your adjudicators, examiners, risk management techni-
cians, and human resource specialists do day in and
day out. By elimmating the time-consuming paperwork
involved in workers' compensation, CompTtack gets rid
of payment errors and gives claims specialists more time.
Time they can use to follow up on injured worker's recov-
ery, make sure they're getting the proper care and help
them move back into productive jobs sooner.

Comp'ltack enables companies to completely auto-
mate claims adjudication, reserving, payments, letter
writing, review and follow-up, and OSHA reporting. For
more information or a demonstration of how Comp'lack

can help your firm improve worker's
care, reduce lost work time, and

lower the cost for workers' com-

pensation, contact Vicky Mast

at Weyerhaeuser Information

Systems, Tacoma, Washington
98477,206-924-4200. 'Ibll free
800-654-9347.

t- Workers Compensation
re, Software System

1986 Weyerhaeuser.nformat,on Systems Compnackis a regis'ered
traiemark o' Weyerhaeuser intorma':on Sys*err.s
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VYWhen
E=$
you need
Brs Editorial index

« Catalogues all Business hisurance news and
feature articles.

* Subjects, persons quoted and companies
mentioned are conveniently listed for
finger-tip access.

- 1986 full Editorial Index Service includes
three quarterly reports and cummulative
softcover annual edition (it $100.

1981 thru 1985 Indexes are available in

hardbound annual editions (it' $150 each.

« You'll never again spend valuable time
wading through a pile of back issues to find
what you're after!

When time is money, A business
order the Bl Editorial Index! lNSUranNnce

Sfreng:h and securHy in a changing world.

Business Insurance Editorial Index

220 East 42nd Street, New York, NY 10017

Please send me the following Index(es):

Annual Index (hardcover) ONLY $150* each:

O 1981 0 1982 [3 1983 0 1984 0 1985

Full Index Service including new. soft-cover
Annual Index $100*: 0-1986

-Ft,nix.,, Pi,staxi Additful.al

PAYMENT MUST ACCOMPANY ORDER

[3 Visa E]] Mastercard E] Check Enclosed

Acci,unt # Exp. Date
Signature

Name

Title Fhire
Cimpany

Address

City State =ip

Strength in oureapHal andsurplus.
Strength In our service to both treaty and
facultative allents. And seeurl# in
Imowlng Ehat Skandia, serving dents
since 1900, is the oldest operating
reinsurance company in the U.S.

Alianta. Chicago, NewYerk, San Francisco O

SKANDIA AMERICA GROUP

around the states

California day-care rates
justifiable, regulator says

SAN FRANCISCO-The state
Insurance Department says rate
hikes and curtailed capacity for
day-care center liability insurance
during the past two years were jus-
tified because insurers were suf-
fering huge losses.

However, Insurance Commis-
sioner Roxani M. Gillespie says in-
surers must be careful when rais-
ing rates and limiting coverage for
day-care providers.

"The insurance companies must
be sensitive to the concerns of
chi.J care providers. The midterm
policy cancellations and sudden
drastic premium increases we've

seen in the last few years are not a
responsible way of doing busi-
ness," she said.

In addition, "Child-care provid-
ers must realize that insurance
companies cannot write unprofit-
able coverage," Ms. Gillespie said.

The department maintained that,
although higher prices and res-
tricted capacity have hurt many
day-care providers, it has done all
it can to help and that a legislative
-not a regulatory-solution is
needed.

The department is now propos-
ing legislation that would require
day-care liability insurers to re-
port rate increases of more than
25%.

In addition, the department also
recommended:

= The creation of no-fault insur-
ance to cover children's injuries on
the premises of child care facilities
and in the vehicles used by these
organizations.

O Mandating that all insurance
company data regarding day-care
liability experience be reported to
a licensed rating organization.

« Asking personal lines insurers
to voluntarily provide liability in-
surance for day-care providers
with six or fewer children. If this
cannot be done on a voluntary
basis, the department said, per-
sonal lines insurers should be re-
quired to provide this coverage
though the enactment of a statu-
tory joint underwriting associa-
tion.

= That pooling of risks be per-
mitted, as in workers compensa-
tion safety groups, to strengthen
the premium base for this line of
coverage and encourageloss con-
trol programs.

« The insurance industry be re-
quired to work with the day-care
industry to establish mutually
agreeable guidelines for licensing
child-care centers and establishing
children-to-teacher ratios.

The department drafted these
proposals and conclusions after
analyzing testimony and loss data
collected from several major prop-
erty/casualty insurers during a
joint investigative hearing held by
the department and a state legisla-
tive task force committee in Los
Angeles last summer.

Ms. Gillespie pointed out that in
1985, the Department of Insurance
worked with 21 insurance com-
panies to set up Cal-Care, a volun-
tary market assistance program to
provide additional capacity for the
day-care liability insurance. De-
spite this program, however, day-
care providers testified last sum-
mer that affordability of coverage
remained a problem.

The commissioner said that only
a legislative proposal could make

child care liability insurance both
available and affordable.

Labor commissioner

MINNEAPOLIS, Minn.-Ray
Bohn, 37, is Minnesota's new com-
missioner of labor, replacing Steve
Keefe, who has become chairman
of the state Metropolitan Council
at the request of Gov. Rudy Per-
pich.

Mr. Bohn had been director of
Minnesota's Public Service De-
partment. He previously served as
Gov. Perpich's special assistant.

Mr. Keefe, who had served eight
years in the Minnesota Senate, was
a major author of the state's 1983
workers compensation reform leg-
islation. During his tenure at the
Department of Labor & Industry,

he implemented provisions of the
Lo I = o ==~~~ _ n



Oklahoma rates

Continued from page 3

decision, but the court denied the
NCClI's petition earlier this month
(Bl, Feb. 16).

Insurers last week were meeting
with the state attorney general's
office and the Oklahoma State
Board for Property and Casualty
Rates to develop a method for re-
funding excess premiums paid by
employers. While the exact amount
has not been calculated, the NCCI
estimates excess premiums total
less than $50 million.

The refund plan is not expected
to be finalized until next month at
the earliest.

However, many of the state's lar-
gest workers compensation insur-
ers believe that since they were
writing the coverage in question on
a consent-to-rate basis they do not
owe a refund to employers. Con-
sent-to-rate agreements allow an
insurer to negotiate with a poli-
cyholder a premium higher or
lower than the approved manual
rate.

Among the insurers that wrote
all work comp coverage on a con-
sent-to-rate basis following the
rate hike are Mid-Continent Ca-
sualty Co. in Tulsa and Employ-
ers Casualty Co. in Oklahoma City.
Other insurers, like Liberty Mutual
Insurance Co. in Boston and Tra-

velers Insurance Cos. in Hartford,

- Conn., wrote only a portion of their

business on a consent-to-rate
basis.

Since consent-to-rate agree-
ments are not mentioned in the Su-
preme Court decision, coverage
written under such agreements will
not be affected by the ruling or
be subject to the refund if the poli-
cies met all existing regulations,
said J. Angela Ables, an Oklahoma
City attorney who represented the
State Board of Property and Ca-
sualty Rates in the Supreme Court
appeal and is now local counsel for
the National Assn. of Independent
Insurers.

"Right now we are using con-
sent-to-rate; but we haven't al-
ways," said John W. Purkis, a vp
with Liberty Mutual, adding that
the insurer will have to issue some
refunds.

Hartford also will have to make
some refunds, said Ralph Schunk,
Hartford's underwriter director.

Meanwhile, the NCCl's law com-
mittee last week decided not to
seek review of the Oklahoma rul-
ing with the U.S. Supreme Court at
this time, but instead decided to
make another rate filing. However,
a U.S. Supreme Court review still
could be requested.

"We would not take a federal

appeal at this time," said Michael

Camilleri, senior vp and general
counsel for the NCCI. Instead, the
NCCI will file a new request for
higher rates within 30 t6 60 days,

he said.

"There's no way. . .we can meet

all the tests™ set out in the Su-
preme Court decision for a rate in-
crease, Mr. Camilleri conceded.
"It's physically impractical. We
would have to show that every in-
surer is almost insolvent before
(the Rating Board) could approve a
filing."”

The rate increase request is ex-
pected to be as high or higher than
the average 41.9% increase pro-
posed in 1985, which was whittled
down to the 25.9% average increase
approved by the rate board.

"The experience doesn't appear
to have changed in Oklahoma,"”
Mr. Camilleri said, explaining the
need for higher rates.

The latest NCCI figures show
work comp rates in Oklahoma to
be about 45% inadequate, said Ri-

hike denied by the Supreme Court.

Such a filing would appear to go
against the grain of the Supreme
Court's ruling, which is being in-
terpreted to mean that an insurer
can only secure a rate hike if it
borders on insolvency.

"We are not insolvent,” Mr. In-
hofe said, adding that "we want to
give it a try and see if the board
will overlook™ that Mid-Continent
is solvent.

Meanwhile, Mr. Inhofe and other
insurers are now discussing a new
rating law with state legislators,
while Gov. Henry Bellmon has re-
commended that the Legislature
consider reworking Oklahoma's
entire work comp system.

Current problems would be
eased if the Legislature adopted a
new rating law that expressly said
that insurers do not have to border
on insolvency before workers com-
pensation rates can be increased,
Mr. Inhofe said.

Such action is seen as imperative
by insurers to preserve the com-
mercial workers compensation in-
surance market in Oklahoma.

"If | were a CEO of a large in-
surer and wrote only 1% of the vol-
ume in Oklahoma, I'm not sure |
would put up with the Supreme
Court ruling,” Mr. Inhofe said.
"We have to have the large na-
tional insurance companies in
Oklahoma. .We need the capac-
ity of all companies in Oklahoma
now."

The state Senate, however, is
considering two other bills that
could change the complexion of the
state's work comp market:

- S.B. 25, introduced by Sen.
Gene Stipe, D-McAlester, which
calls for Oklahoma's competitive
state fund to be converted to an
exclusive state fund, thereby ban-
ning commercial insurers from
writing work comp coverage in the
state.

Sen. Stipe said'he introduced the
measure because of fears that com-
mercial insurers will pull out of the
state.

- S.B. 23, introduced by Sen.
Stratton Taylor, D-Claremore,
which calls for the state fund to
write- reinsurance for employers in
Oklahoma that self-fund their
work comp risks as well as profes-
sional liability insurance for all
companies.

"The theory behind it is that a
lot of statements have been made
that insurance will be unavailable
or unaffordable for certain pro-
fessions or that self-insurers can't
get reinsurance," Sen. Taylor said.

No hearings have been set yet on
the measure.

Chances for passage for either
measure appear slim right now, ac-
cording to Oklahoma sources, but
may pick up momentum depending
on whether filings for higher work
comp rates are approved by the
Rating Board.

In the House, some members say
they may introduce a competitive
rating bill, which would require
insurers to make individual rate
filings, rather than rely on a rating
organization like the NCCI.

Insurers and employers in Okla-
homa generally have opposed com-
petitive rating, but are studying
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the concept in light of the Supreme
Court ruling.

"We have referred the idea to a

committee," said Julius Kubier, vp
of the industrial division for the
Oklahoma Chamber of Commerce
& Associated Industries.

Only 10 other states have com-
petitive rating laws, all of which
took effect in the early 1980s: Ar-
kansas, Georgia, lllinois, Ken-
tucky, Maine, Michigan, Minne-
sota, Oregon, Rhode Island and
Vermont.

Workers comp experts around
the country believe that a move to-
ward competitive rating may be a
solution in Oklahoma, but such a
move probably will not be the start
of a new trend elsewhere, though
two separate open rating bills are
pending in Maryland.

"Traditionally, competitive rat-
ing" is proposed to cut rates, said
Donald T. DeCarlo, special counsel
for the American Insurance Assn.
"But this is not what we're talking
about in Oklahoma," where rates
are "too low" already. And, even
with an open rating law, regulators
have the authority to challenge an
insurer's rates, he said.

But insurers believe that the
Oklahoma Supreme Court decision
may prevent them from obtaining a
rate increase under the current
rating law, and therefore they say
they may be better off under a
competitive rating system.

"We never have been in favor of
open rating, but we might be in
favor of it (as an alternative) to

where we are today," said Mid-
Continent’'s Mr. Inhofe. -

Continental Unde,writers, Ltd.

SEASONED SPECIAUSTS
IN MARINE INSURANCE

For almost two decades, ourfirm has been
serving a clientele that ranges from multi-
national corporations to fishing boat oper-
ators to provide security for marine related
risks. The extent and quality of our ser-
vices are equally broad. As our clients
will attest, we have built a reputation based

Quality With Consistency

on fair competitive rates and on experi-
ence and professionalism in the devel-
opment of terms, conditions and special
clauses for coverage of complex, un-
usual marine risks. And ourclaims depart-

ment is one of the most efficient in the

business. Problem solving is our specialty.

Equal
Opportunities

Each weekly issue of
Business Insurance gives

you an equal opportunity
to reach and motivate
81's more than 133,000
purchasing influentials
. . . top administrative
and financial executives,
risk managers, employee
benefits managers and

the agents and brokers
who serve their needs.

When you want to reach

your prime audience, the
Business Insurance

audience is unequalled!
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Mid-Continent Casualty also is - New Orleans
considering making an indepen-
dent rate filing, said President
Perry Inhofe Jr., who added that
the insurer would probably seek a

New York: (212)210-0133
Chicago: (312)649-5275
Los Angeles: (213)651-3710

Telephone (504) 581-7493
Telex: 754622 CULTD UD - Telefax (504) 581-7497

"Lloyd's, London, Correspondents”

rate increase exceeding the 25.9%
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the professional marketplace

RATES AND CLOSING TIME:
Rates: Dtsplay classified is $86 25 per column inch. mimmum of ong inch Straight classified ts Closing: Published every Monday Copy must be m typewritten form by noon Tuesday, 6

$700 per line, minimum of 5 lines. Count 34 characters per ltne
punctuanon as a characterg Additional $13.00 char%e for blind box ads. Onclj);i}

esponses are fowarded daily

which fit mto a bustness size envelope will be fowarded

CASUALTY
REINSURANCE BROKER
Chicago based teinsurance in-
termediar> seeks an Individual
with at least 2 years mperience
in placing casualty facultative
reinsurance Salary to be com-
mensurate with expetience
Please send lesume with salary

history to
Box 2226, Business Insurance,
740 Rush St , Chicago, Il, 60611

Bl Classifieds

assure

top quality

results!

WANTED TO PURCHASE
P/C AGENCY

Major Financial/Industrial Organization wishes
to purchase a Property and Casualty Agency, 10-
Gated in the Florida area Preferably South Flor-

ida Will consider Joint venture All responses
held in confidence

Please reply to

Box 2238, Business Insurance
740 Rush St., Chicago, IL 60611

ACCOUNT EXECUTIVE
SALES POSITION OPENING

Growth and our leading position in the Pacific Northwest has STAAT Suite 767

created an opening at one of the nation's largest insurance
brokers Out Seattle office has an opening for a Property &
Casualty Senior Account Erecutive who's primary function
will be sales and account development This individual
should have sales ability, understanding of marketing con-
cepts and a strong positive attitude

We ate a progressive, growth oriented firm we are m the
position to offer an outstanding compensation package to
the zight individual This position will offer growth and the
opportunity of advancement

If you have these quallfications and desire a confidential in-
terview, please contact
CORROON & BLACK
Attn Catherine Dovey
P.O Box C-34201
Seattle, WA 98124
(206) 443-2300

EOE M/F/V/H

Northeast Savings is the largest savings and loan assoct-
ation headquartered in the Northeast Our unique tri-state
market area includes branches in New York, Connecticut,
and Massachusetts The following position is available in
our Hartford Corporate office

RISK MANAGER

We are presently seeking a seasoned Risk and Insur-
ance Manager to develop, direct and administer our
Risk Management program The candidate selected will
have corporate-wide, bottom-line responsibility for eval-
uation of insurance needs and for the economical pur-
chase of all coverage necessary to protect the assets of
the company

The Ideal candidate should have substantial experience in
developing risk or self-insurance guidelines, admmistering
internal self-insurance reserves, procuring cost-effective
vendor insurance, and administering all aspects of the
insured and uninsured claims program

Because this key position involves constant interface
with all levels of management, government regulatory
bodies, outside brokers and underwriters and profes,
sional organizations, you will also need exceptional
interpersonal and negotiating skills

We offer an attractive compensation and benefits
package that includes the 401(k) thrift/pmfit sharing
plan Please submit a resume to Dot Calahan, Assist-
ant Human Resources Manager, Northeast Savings,
PO Box 3338,50 State St , Hartford, CT 06103

Northeast Savings

50 State Street Hartford CT 06103
An Equal Opportunity Employer M/F

ASSISTANT GENERAL MANAGER
OF THE COACHELLA VALLEY
JOINT POWERS INSURANCE

AUTHORITY
$2061 $2620/month plus excel

(include each space and days preceding pubhshing date No verbal phone coE.y accepted Prepayment required
|

hose responses for straight advertisements. Mailads to Margaret Hikido, Classified Advertising, 740 N

Rush St , Chicago, IL 60611 For more informationcall 312-649-5340

PRINCIPAL
INSURANCE EXAMINER

The State of Vermont seeks a cer-
tified financial exammer or insur-
ance auditor/CPA

A minimum of five years insur-

Exective Placement
Naton¥de speaahsts n

COMPENSATION & BENEFITS
V I P RESOURCES, INC
200 Palk Ave, Su303 East
New Yoik NY 10166
(212)34+2100 Joeeph Gross

EMPLOYEE BENEFITS
MANAGER
Highly visable Alaska agency is looking
for a highly motivated ind,vidual Must
have good life background and knowl
edge of group health insurance Salary
plus Reply to Pouch 1872, Fairbanks,

tent benefits Requires any combina ance examination experience ts
tion equivalent to BA plus 3 years required with some at a supervi-
administrative expenence, Inc uding son' level Some travel required
2 years in property/casualty, Work Starting salary in the low 30's
ers's Comp or employee be-efits with liberal benefits package Po-

AK 99707 907/456 8801

GENERAL AGENCY PRINCIPAL UNDERWRITER

Apply by 3/6/87, City of Palm sitton available immediately Re- Three regional retail brokerage or
Springs, Personnel Office, PO Box sume to Mr David Carter, Assis- ganizations with combined volume
1786, P S CA 92263 Request re tant Chief Examiner, Vermont in excess of $100,000,000 are
quired application form, (619)323 Insurance Department, 120 State forming a new corporation to act

8215 EOE/AA

INSURANCE
BROKERAGE

to $100,000 +

We have been retained by several
prestigious national insurance bro-
kers in the New York tri-state area
to recruit qualified candidates

The ideal Individuals will have a
proven track record with a national
broker and have demonstrated ex-
pertise m the various disciplines
relative to Property & Casualty
risks Those seeking mobility and
growth will forward a resume with
salary history to

Mr Eugene F Pacifico, President

Street, Montpelier, VT 05602

SAFETY GROUP
ADMINISTRATOR

Large Northern California Workers ’
Compensation group seek; qualified
administrator for inured program, in-
cluding re.ponvbility tor claims re-
suits, members-,hip eligibility and
safety and lou Control activities
Must be growth oriented with the
leadenhip organizational and coni
munication, abilitte'- necessdry to op-
erate a multi million dollar program
Strong experience background m
Workers' Compensation riquired
Send reume and salary httory to
Box 2236

asa wholesaler for éplacement

usiness with insurance exchanges,
reinsurers, and other non traditional
capacity sources We seek a person
to organize and manage this opera
tion, who, after successfully proving

ability, will be offered an equity po

sition m the corporation Candidate

PROFESSIONAL
LIABILITY CARRIER
MIDWEST

of Responsibilities Coordinate day

to-day underwriting activities and
work with sales and claims opera-
tions for newly-formed lawyers
professional liability insurance

company

Experience Must have several

must have experience with agency years in the field of malpractice
remsurance and the placement of underwriting with strong technical
moderate to large commercial risks skills and understanding of claims

and have the entrepreneurial m
stincts to make a new venture like
this work The location of thus orga
nization has not yet been deter
mined though Chicago or New York
are probable Send resume to Box
2237. Business Insurance, 740
Rush St, Chicago, IL 60611

made coverage

Excellent benefits, Profit Sharing
Program and Contributing 401 K
Plan

Please send resume to Box
2239, Business Insurance, 740
Rush St, Chicago, IL 60611

Business Insurance
740 Rush St
Chicago, IL 60611

Personnel Inc

New York NY 10279

RISK MANAGER
Bronson Methodist Hospital, a 442-bed JCAH approved regional
facility in Kalamazoo, Michigan seeks a risk manager to process all
property/casualty claims from inception to conclusion The sue-

cessful candidate must develop, recommend and implement prop- 1
erty/casualty insurance loss control programs which provide man- 1

mum protection at the most economic rates

Applicants must have a m.nimum of a bachelor's degree in insur-
ance management, business, or safety engineering' and have five years
of work experience including two years of property and casualty insur-
ance underwriting or two years of hospital risk management Apph-
cants must also possess neg)tiation slalls, be expertenced in working
with defense counsel and have a working knowledge of the latest
developments m loss prevertion and insurance coverage, particularly
in the area of professional and general liability

Position reports to the Vice President of Finance Salary is commen-
surate with experience and includes an excellent benefit package
Respond m confidence to the Human Resource Department, Bron-

son Methodist Hospital, 252 E Lovell, Kalamazoo, Michigan, 49007
EOE/MF

LOSS CONTROL
TRAINEE

Carnation Company's Risk Management Division has
an excellent opportunity for a recent graduate with a
Bachelor's Degree in Safety As a trainee in the Loss
Control Department your major responsibilities will be

the following

*Review, evaluate and recommend appropriate
action for the prevention of injuries and vehicle
accidents on the job

- Develop loss control guidelines, informational
materials and prog-ams

* Respond to inquiries regarding our various
programs

« Make periodic inspections of our facilities and

attend plant and divisional loss control meetings

In addition to a degree in safety, the qualified candidate
should possess excellent written and verbal communica-
tion skills, good analy-lcal and problem solving abilities,

along with strong Interpersonal skills

Qualified candidates are invited to send a complete
resume for consideration to Carnation Company,
Training & Personnel Dept Bl, 5045 Wilshire Blvd,
Los Angeles, CA 90036 Equal Opportunity Employer

@nation

INSURANCE OPPORTUNITIES
Since 1973, we've enjoyed a solid working relationship with agencies
brokers and risk management departments thi oughout the U S In
the previous month, we've seen a dramatic increase in requests foi top

1 caliber insurance talent If you feel your career ts at an impasse m you

are not being adequately compensated, 1987 may be the best yeai ever

1 to consider a change

Call or write NOW'

To the client we offer a businesslike, no nonsense approach to

gte?g"recruiting We welcome a call to discuss oul services in more

GILBERT - HAFNER & CO.

6060 N. Central Expressway
Suite 470, Dallas, TX 75206+(214) 361-9341

Underwriter

EXCESS/UMBRELLA UNDERWRITER

New York Branch of Chicago-based A-Rated Excess/Surplus Lines
insurance Company is seeking d casualty/e\cess/umbrella un-
derwt-iter Candidate must have a minimum of J years' experience in
combined Pnmary Casualty Rating and Underwriting College edu-
cation preferred This is an ercellent opportunity for a bright self-
starter Starting salary commensurate with experience Full benefits
package including 40lk, ESOP and Credit Union For confidential
Interview, call 212-363-2411 or send resume with salary history to

Box 2240, Business Insurance
740 Rush St., Chicago, IL 60611
An Equal Opportunity Employer

PROPERTY INSURANCE
BRANCH OPERATIONS

Relocate to Charlotte, NC In Fall 1987

IRM, an innovative commercial property insurance
association, ts moving its Home Office from White Plains
(Westchester County), NY to Charlotte, NC in Fall 1987 We
seek a marketing-onented leader who can come aboard now
and play a key role in this exciting transition-a dynamic pro-
fessional with at least 3 years of combined branch manage-
ment and property underwriting experience

Responsibilities include managing underwriting and loss
control functions for our 7 branch offices, and assisting the
President in developing and implementing objectives,
policies and operating plans You will also develop and main-
tam contact with our 19 member companies and producers

Salary and benefits beflt this exceptional challenge
Relocation assistance provided For confidential considera-
A tion, please send resume, salary history
- and requirements to Barbara Wendell, VP
l Rm Human Resources, IRM, 15 North Broad-
INSURANCE way, White Plains, NY 10601

An Equal Opportunity Employer
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Oil d I"i I I i ng IOSS The policy in dispute, Policy No SA-056T, Beaufort Sea by Esso and the other oil com- kind of description owned, leased or rented
was led by Commonwealth, which retained panies Esso is the managing operator of by the plaintiffs or for which the plaintiffs

Cont,nued from page 3 the first 15% of the risk, according to court the project were legally liable or for which the plaintiffs
John Harnes, general counsel for Esso Re- papers Rig 7 stood on a "sacrificial beach" island, had assumed responsibility or agreed to in-
sources, which IS managing the litigation for Commonwealth, a subsidiary of The Home which washed away during the three-day sure, as well as for any extra business ex-

the oil companies, says he hopes the case will Insurance Co since 1983, also served as a storm The island was made by the oil com- penses caused by destruction of or damage to
be settled before the trial, which IS sche- fronting insurer for another 52% of the cov- panies by dredging up gravel from the sea- property "

duled for 1988 erage It ceded 32% of the risk to European bed and piling it offshore to create an island But, the insurers have -wrongfully neg-
"If anyone gives me a check, | will take it," companies, including Lloyd's underwriters, that was 2,000 feet in diameter on the seabed lected or refused" to pay claims from the

Mr Harries said "But, nobody has paid so and 20% to Ancon Insurance Co SA, and 300 feet in diameter for the 15 feet of 1985 storm, the lawsuit says

far " Exxon's Bermuda-based captive. the island that was above sea level The insurers have told Esso and the oil

Nevertheless, the disputed losses could be The coverage was placed through Com- A sacrificial beach island is used when companies that some or all of the rest of
reduced to as low as $40 million, following monwealth's managing general agent, Rean- drilling offshore in relatively shallow water, their Beaufort Sea operations are not in-
new reports from Esso's adlusters, Mr Har- dex Home International Ltd Mr Harries explained The island is de- sured under the policy, the plaintiffs noted
ries admitted "The losses could now range Another 15% of the coverage was written signed to let the waves gradually erode It SO As a result, Esso and the companies have
from $40 million to $62 2 million," he said by The Home Insurance Co, 5% by CIGNA that the island will eventually disappear "been forced" to buy contingent insurance

Esso is a subsidiary of Imperial Oil Ltd of Insurance Co of Canada, 5% by the All The theory is that drilling will be completed coverage to insure their continuing Beaufort
Toronto, which is 70% owned by New York- American Marine Slip, 5% by Arkwright- by the time the man-made island is washed Sea operations at a cost of $60,000, court

based Exxon Corp Boston Insurance Co , and 3% by The Rein- away papers say
The losses were caused by a three-day surance Corp. of New York To slow down erosion as sea waters wash Esso and the oil companies want the Cana-
storm in the Beaufort Sea between Sept 16 Sedgwick's Canadian unit first placed the over some man-made islands, Esso has de- dian court to declare that the policy is valid

and 18, 1985 The storm severely damaged coverage April 1, 1984 -prior to the merger signed a giant steel ring, known as a caisson, and order the insurers to pay them as much
the oil companies' $30 million rig and other of the units with Candian broker Tomenson that acts as a breakwater around some is- as $62 2 million in losses, the $60,000 in ad-
equipment for a total of $34 3 million in Saunders Whitehead-and renewed the cov- lands A caisson-retained island is expected ditional insurance costs and unspecified
damage erage a year later with the help of the Lon- to last longer than a sacrificial beach island damages and costs

Esso and the oil companies also claim don offices of Sedgwick Offshore Resources, The island on which Rig 7 was located However, the insurers contend in court
$27 9 million in extra expenses, according to according to court papers However, Sedg- when it was damaged was not protected by a papers they do not have to pay the claim be-
the suit, filed in June 1986 in the Court of wick Offshore never dealt with any of the caisson cause they were told by Sedgwick's Cana-
Queen's Bench in Calgary plaintiffs, Sedgwick contends Esso and the oil companies claim that the dian units in letters before the original pol-

While not specified in the suit, the extra The coverage dispute revolves around the disputed insurance policy covers property on icy was placed in 1984 that all offshore
expenses presumably include cleanup costs kind of man-made island on which the 011 and extra expenses related to all of their ar- operations in the Beaufort Sea would be on
and the cost of redrilling the well companies' Rig 7 was sitting when the three- tificial Islands, Including sacrificial beach caisson-retained Islands, not on sacrificial

Esso and the oil companies charge the day storm hit the Beaufort Sea, according to islands and caisson-retained islands beach islands
losses are covered under a property and court documents The plaintiffs say "the insurers agreed to "At no time prior to the issuance of the
extra-expense policy covering their opera- The rig and the man-made island are a indemnify the plaintiffs with respect to de- policy were these defendants advised that
tions in the Beaufort Sea part of extensive drilling operations in the struction of or damage to property of every Continued on next page

BC/BS of Rhode Island

Continued from page 1 Ballou's premium still increased 34%, "which was fairly office of The Wyatt Co

To determine indemnity plan premiums, BC/BS of Rhode moderate, but a lot more than the general inflation rate." Mr “The implication of this 15 that HMOs increase the total
Island estimates what percentage of an employer's employees Richer said cost of your benefit plan,” he said
will opt for HMO coverage This is based on previous claims The company has 430 employees, about 30 of whom receive Indeed, as a resu.lt of the formula,-som.e Rhode Island em-
and enrollment experience, said Ron Battista, senior vp of health coverage through HMOs. ployers have received large premium increases from the
the Rhode Island BC/BS plan While "the intent (of retroactively adjusting premiums) Blues ) ) )

With this percentage in mind, BC/BS of Rhode Island then was good on our part, we disbanded that method,” and "We received a 48°{° increase, and we Cannotl]ustlfy any-
evaluates the claims experience of the group of employees switched to ?_ros ectively estimating the percentage of em- thing more than a 35% increase based on our claims experi-
that would opt for the indemnity plan ployees opting for HMOs, Mr Battista of BC/BS of Rhode ence," said Joseph Cembrola, vp and manager of compensa-

Then, the insurer estimates the next year's cost of the in- Island explained tion and benefits at Fleet National Banks in Providence The
demnity plan, based on the possible claims experience of the According to the Health Insurance Assn of America-a indemnity coverage was renewed on Jan 1
employees that would be left in that plan, compared with the health insurer trade group-and the Group Health Assn of More than 2,000 of the company's 2,800 employees are co-
claims experience of the employees opting for HMO cover- America-the trade group for prepaid health plans-no other vered by BC/BS of Rhode Island, he said The remainder re-
age health insurer is using a prospective adverse selection factor ceive coverage through HMOs. ,

Mr Battista said the resulting three-tiered rating structure in determining indemnity premiums ) The Blues went back and looked at the' people who
works as follows "Some people view this (adverse selection factor) as a pen- dropped Blue Cross coverage and assumed that they went to

« The "reference" rate is the premium increase the em- alty rate," admitted Mr Battista HMOs," he said "The Blues looked at those employees’ past

ployer would receive if all employees remained m the indem- "We know the employers can't say no to our federally qual- claims experience and figured that they had good experience

nity plan This includes a normal rate increase based on the ified competition But, you can't argue with the actuarial or that they used little benefits

prior year's claims experience and other inflation factors facts," he continued Without the prospective surcharge, or if "Blue Cross wanted us to offer HealthMate, but we didn’t
» Employers that offer the indemnity coverage and HMOs rates were based only on the previous year's experience, BC/ think it was competitively priced, compared with other HMO

would receive a premium increase based on the estimated BS of Rhode Island would always be trying to recover from products, ' Mr Cembrola explained

percentage of employees opting for HMO coverage past adverse loss experience, he contended Brown University in Providence received a premium in-
- However, the employer can receive a lower increase if it However, "there is absolutely no documentation or actuar- crease of 27% when it renewed its BC/BS coverage on Nov 1,
offers the BC/BS "HealthMate" plan in addition to HMOs ial justification for the Blues' adverse selection factor pre- said Margaret lves, assistant vp of personnel
and traditional coverage mium formula," argued Blair R Suellentrop, chief executive However, "the reasons for the increase are very complex,"
HealthMate 15 an experience-rated preferred provider plan officer of Ocean State Physicians Health Plan Inc, a War- she said "Mgny employers in the state received rate in-
that offers more coverage than the indemnity plan, Mr Bat- wick-based HMO with 86,000 enrollees creases of 40% or more and they are angry I'm angry too, but
tista said BC/BS of Rhode Island introduced HealthMate in "This is actually anti-competitive in our eyes The Blues there are many factors mfluencing the cost of health insur-
July, and it now covers about 12,000 people already have 85% of the commercial market," Mr Suellen- ance now This is a scene of high change right now -
Employers that offer HMOs and traditional BC/BS indem- trop said The university also offers HMO coverage through Ocean
nity coverage but do not offer HealthMate would receive the BC/BS of Rhode Island currently covers about 700,000 State Physicians Health Plan and Rhode Island Group Health
highest premium increase under the formula people in Rhode Island, said a plan spokesman Msn Those premiums increased 13 5% and 11 5%, respec-
"For example, say the employer's indemnity rate increases "Blue Cross & Blue Shield did actuarial studies that satis- tively, she said
to $100 If the employer offers HMOs and indemnity cover- fied this department,” said Nancy Mayer, chief legal counsel The Providence Jouma!-Bulletin, a newspaper in Provi-
age, plus HealthMate, the rate will increase to $115 But, if for Rhode Island's Department of Business Regulation "We dence, was quoted "a huge increase this year (Jan 1) We're
the employer offers HMOs and the indemnity plan, but de. had an independent actuary examine this " now negotiating the increase with Blue Cross & Blue Shield,
cides not to offer HealthMate, the premium would increase to Mr Battista noted that the BC/BS adverse selection prob- said a spokeswoman, who would not comment further
$125," Mr Battista explained lem is compounded because "in Rhode Island, the HMOs ty- Some experts say the new premium formula is an effort by

"The tricky part of this is predicting which coverage em- pically offer more benefits than Blue Cross & Blue Shield, BC/BS of Rhode Island to rebuild its reserves and to prepare
ployees will choose It is possible that we could overestimate but they utilize a pre-existing condition clause Adverse se- for its loss of tax-exempt status this year

the percentage opting for HMO coverage and the employer lection itself is a problem, but the use of pre-existing condi- _"They've had some reserve probléms, and this is also the

would perceive this as even more of a penalty,” he said tion clauses is what's exacerbating the problem," he argued first time the Blues have had to pay federal tax," said Ms
"We are in the process now of filing an adjustment with the These pre-existing condition clauses could encourage some Ives of Brown University

insurance regulator that would say, 'If we missed the mark employees with certain health conditions, who would not be "They have to rebuild their statutory reserves, and the only

by say, 10%, we will go back and adjust the rate accord. fully covered by an HMO, to opt for the indemnity plan way to do that is through the policyholders," said Wyatt's

ingly,' " he explained While most are prohibited from using such a clause, they Mr Kelly
Before BC/BS of Rhode Island began using this "adverse call it a copayment," Mr Battista said "We are required by law to keep enough money in reserve

selection” premium formula, the insurer had for a time re- For example, Ocean State Physicians Health Plan uses a to pay at least half a month's worth of claims,"” said a spokes-

troactively adlusted premium increases after an employer's pre-existing condition copayment man for BE/BS of Rhode Island )

open enrollment was completed This applies to a new enrollee who has a condition that "Periodically, there are cycles where we go below this and
Previously, BC/BS of Rhode Island gave employers a chart has been diagnosed and that requires surgery within the first we have to take action to rebuild reserves," he added

showing how their indemnity premium would increase if 12 months of coverage The enrollee would have to pay 25% But, regardless of the reasons for the huge increases, some

more than 5% of the employer's workforce chose HMO cover- of his or her hospital costs associated with surgery up to a employers now are looking for new health insurers for their

age The premium would increase as the percentage of em- maximum of $1,000," explained Mr Suellentrop group indemnity plans

ployees opting for HMOs increased, with the increase applied "This type of copayment is absolutely necessary to prevent "From a public relations point of view, this has been a

when the enrollment results were known adverse selection against our HMO We have sold HMO cov- disaster for Blue Cross & Blue Shield of Rhode Island," said
But, this retrospective adlustment was withdrawn erage to only one group in our history without a pre-existing Wyatt's Mr Kelly "For the first time in my memory, Rhode
For example, B A Ballou Co Inc, an East Providence- condition copayment and we lost over $1 1 million on that Island employers have asked us to find new insurers for

based employer, originally was quoted an increase under the group alone," he noted them

previous formula The other two HMOs in the state-Providence-based Rhode "We are exploring other alternatives at this time," said Mr
However, the company's premium did not increase as a Island Group Health Assn Inc and the Blues' HMO Rhode Cembrola of Fleet National Banks

result of this, "because we didn't lose more than 5% to Island-do not require copayments or utilize pre-existing Some experts say that competition in the Rhode Island

HMOs," explained Robert Richer, personnel director of the condition clauses market will become even more intense

Jewelry manufacturer The BC/BS "adverse selection factor" creates significant "Rhode Island IS a trembling market right now," Mr Bat-
"The Blues originally came up with an adverse selection problems for employers, some experts say tista of BC/BS of Rhode Island observed "There already are

factor to penalize a company for a loss of Blues subscribers to For example, because the three HMOs operating in the three HMOs, and another three to six HMOs are in the licens-

HMOs The increase was applied retroactively, once the per- state-including HMO Rhode Island-are federally qualified ing process " ) )

cent of loss was determined after the enrollment They built and can therefore mandate employers to offer HMO coverage Ms Mayer of the Department of Business Regulation

the factor in and were going to charge a piggyback pre- to employees, "this puts the employer between a rock and a agreed that, while Rhode Island is a small market, "now
mium," he said hard place," said Robert Kelly, a consultant in the Boston there are several more HMOs being licensed "
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Oil drilling loss

Continued from previous page

the plaintiffs would use or in-
tended to use sacrificial beach is-
lands in connection with offshore
drilling," said Commonwealth and
Reandex in court papers.

"The failure by the plaintiffs or
their agent, the defendant Sedg-
wick Tomenson, to disclose the in-
tention to use sacrificial beach is-
lands in connection with offshore
drilling was a failure to disclose
material circumstances that were
known or ought to have been
known by the plaintiffs, or, in the
alternative, their agents, defendant
Sedgwick Tomenson."

The insurers claim that if sacrifi-
cial beach islands were intended to
be used but were not disclosed to
the insurers, then the plaintiffs
and Sedgwick "misrepresented the
circumstances rmaterial to the
risk," court papers say.

Furthermore, the insurers "spe-
cifically deny that the plaintiffs

— 1 NN

are entitled to extra-expense cov-
erage."

Esso and the oil companies
claim, however, that all informa-
tion about the Beaufort Sea opera-
tions was available to brokers
Sedgwick Tomenson and Sedgwick
Offshore to show to underwriters.

If the court determines that the
claims are not covered under the
policy, the plaintiffs argue that
Sedgwick Tomenson and Sedgwick
Offshore should pay the losses plus
damages for "breach of contract or
negligence. .in failing to obtain
and maintain complete insurance
coverage on the Beaufort Opera-
tions in accordance with their ob-
ligations and representations to
the plaintiffs.”

The Sedgwick companies con-
tend in court papers that the dis-
puted policy "constitutes a binding
contract of insurance.”

Sedgwick Tomenson and Sedg-
wick Offshore claim that they did
not make any material misrepre-
sentation nor fail to disclose any

Sedgwick contends
the disputed policy
'constitutes a binding

contract of

insurance.’

material circumstance in respect of
the risk.

In addition, Sedgwick claims
that the installation of Rig 7 on the
island did not constitute a material
change to the risk and that the in-
surers' surveyor knew about the
planned installation.

But if the installation of the rig
on the island was a material
change to the risk, the brokers note
the installation was completed in
September 1985, at least one
month earlier than the brokers had
been told the rig would be in-
stalled. "Any duty on (Sedgwick)

to give notice to the defendant in-

surers of the alleged material
change to the risk therefore did not
arise prior to the loss, or in the al-
ternative was not breached. ,”
the brokers claim in court papers.

The Sedgwick companies also
say they have not breached any
duty owed to the plaintiffs and
therefore are not responsible for
paying any losses the plaintiffs
may not recover from insurers.

The brokers claim they fully dis-
closed the nature of the risk to the
insurers, including the plaintiffs'
use of "artificial islands” for off-
shore drilling in the Beaufort Sea.

"The use by Esso of artificial is-
lands, including sacrificial beach
islands, in the Beaufort Sea was
well known in the industry," the
Sedgwick companies say in court
papers. "It was known or must be
presumed to have been known by
the underwriters to whom Sedg-
wick Canada presented the risk,
all of whom purport to be experts
in the insuring of property used in
oil and gas drilling programs.”
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The Sedgwick companies also
say that they gave insurers no in-
formation during the original plac-
ing or at renewal that would have
"restricted the nature of the in-
tended coverage, excluded the use
of sacrificial beach islands, or con-
fined future offshore drilling oper-
ations to caisson-retained islands.

Although the brokers admit that
they wrote that "Rig 7 will work on
caisson"” in information given to
the underwriters at the time of the
original placing, "this statement
was not material,” the Sedgwick
units argue in court papers.

The brokers also claim that the
underwriters knew the plaintiffs
were conducting drilling opera-
tions on artificial islands, includ-
ing sacrificial beach islands, be-
cause they had been notified and
had paid other claims on the origi-
nal and the renewed policies.

Sedgwick Group has notified its
errors and omissions underwriters
of the claim against the two Sedg-
wick units.

Sedgwick Secretary George Hil-
ton refused to comment on the
lawsuit, although he did confirm
that a list of possible E&O claims
was given to Sedgwick's E&O in-
surers when the policy was ren-
ewed Jan. 1.

Sedgwick's E&O policy, which
was renewed Jan. 1, was placed by
Lloyd's broker Willis Faber PLC.
The coverage was led by Lloyd's of
London underwriters, and Sedg-
wick's Bermuda captive partici-
pated in the coverage, Mr. Hilton
confirmed.

In 1986, Sedgwick paid 20 mil-
lion pounds ($29.7 million at the
applicable exchange rate) in pre-
miums for its E&O insurance, com-
pared with 7 million pounds ($10.1
million) in 1985, Mr. Hilton con-
firmed. Sedgwick will pay about
the same this year for its E&O cov-
erage as it did in 1986, said Mr.
Hilton, who would not disclose the
limits of the coverage, nor the
amount retained by its captive.

In 1984, Sedgwick's E&O un-
derwriters paid the bulk of $100
million in claims against an Aus-
tralian electric utility Southern
Electricity Commission of Victoria
for bush fires losses.

SECV's liability insurers refused
to pay the claims because facts
were not disclosed and/or were
misrepresented when the liability
coverage for ihe utility was placed
in 1982. The coverage was placed
by two Sedgwick units, Sedgwick
Ltd. and Sedgwick International
Ltd. (BI, Jan. 30, 1984).

The two Sedgwick units and the
underwriters paid about $75 mil-
lion of the more than $100 million
iNn claims in a settlement that
ended an eight-week trial (B,
March 26, 1984).

Besides Esso, the other plaintiffs
in the current case are Petro-Can-
ada Inc.; Home Oil Co. Ltd.; Cana-
lands Resources Corp.; AT&S Ex-
ploration Ltd.; Lochiel
Exploration Ltd.; Oakwood Petro-
leums Ltd.; Albeta Energy Co.
Ltd.; Mow Valley Industries Ltd.;
Trillium Exploration Corp.; West-
coast Petroleum Ltd.; Beau Canada
Exploration Ltd.; and MLC Oil &
Gas Ltd.

Besides the Sedgwick units and
Commonwealth, defendants in-
clude are The Home; CIGNA of
Canada; Marine Office of America
Corp., which is carrying on busi-
ness as All American Marine Slip;
Continental Insurance Co.; The Fi-
delity & Casualty Co. of New York;
Fireman's Fund Insurance Co. of
Newark, New Jersey; Switzerland
General Insurance Cco. Ltd.;
Arkwright-Boston; Reinsurance
Corp. of New York; Reandex;
Ancon; Skadeforsikringsselsdapet
Vesta A/S; Storebrand Norden Re-
insurance Co. Ltd.; Excess Insur-
ance Co. Ltd.; Pearl Assurance
PLC.; Scottish Lion Insurance Co.
Ltd.; London & Hull Maritime In-
surance Co. Ltd.; English & Scot-
tish Maritime Insurance Co. Ltd.;

and Lloyd's underwriters. 1
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- iudge" ruled that the four corporations, their Mr Davey said that ICA's Mr Johnson A certificate of good standing attests only
ICA ru I I ng 71 divisions and the eight other insurers are wrote to him on Feb 13 asking for additional to the fact that a corporation is not delin-
Continuedfrom page 1 Grandfathered Insurance Corporations' certified copies of the ruling Mr Davey quent in paying its corporate taxes, the
partment and are not in any way sublect to regulation said last week that he plans to reply to Mr amended certificate notes

ICA's lawyer, Mr Feaman-who described by any insurance department, commissioner Johnson that the court will not provide ad- This disclaimer was added "after the in-
Ms MaclLean's letter as "inartfully written" or any other official of any state, territory or ditional certified copies until it is able to surance commissioner's office received tele-
-said that ICA is not operating under the by the District of Columbia " identify the cases and locate the rulings in phone calls from individuals approached to
Risk Retention Act Family Home Warranty, The ruling-which later adds that all of ItS records act as insurance agents for ICA and from
formerly a division of Dyna Span, is now a these companies and their divisions are also Mr Davey added that the Lee County Cir- an attorney representing individuals who
division of ICA operating under the name exempt from federal regulation-does not cult Court-which based its certification on had been approached to purchase the charter
Warranty America, Mr Feaman said explain under what law or regulation the in- the District of Columbia court's stamp-had of ICA," according to an affidavit of Cheryl

He added that Warranty America ceased surers are being -grandfathered " also recently asked the District of Columbia L Davis, general counsel to the West Vir-
operating as a purchasing group when it be- Mr Feaman contends that these decisions court clerk to identify the cases Mr Davey ginia department
came an ICA subsidiary allow ICA to operate in any state free from said that he will be sending copies of his let- The affidavit was entered by the Florida

The Florida department's complaint also regulation and that the decisions supercede ter to Mr Johnson to the Lee County court department in its suit against ICA, which
alleged that on Dec 23, 1986, ICA offered a state law and the 1945 McCarran-Ferguson clerk as well as to Sen John Warner, R-Va, had Introduced the certificate of good stand-
premium quote for insurance coveiing Bra- Act, which affirmed state control over insur- and to the Texas attorney general's office, ing as an exhibit

man World Car Center, a Miami car rental ance regulation both of which also have asked for 1nforma- "These individuals advised the insurance
agency and auto dealership Mr Feaman added that the sale of ICA last tion on the cases commissioner's office that they had been
The complaint also charges that on Jan 1, year included "most or all" of the 71 divi- ICA's sellers included two corporations, shown ICA's certificate of good standing,
ICA sold a specific excess reinsurance policy sions listed in the court decision First Corp and Preferred Research Inc , Mr which at the time did not contain the dis-
to Finlay Medical Center, a Miami HMO, to The Florida department, however, con- Feaman said Lawyers for the sellers could claimer in question and were uncertain in
cover plan members against the HMO's m- tends that the McCarran-Ferguson Act and not be reached for comment regard (to) the effect of the certificate of
solvency Florida insurance laws prevail, according to Meanwhile, ICA's Mr Johnson testified at good standing on ICA's authority to transact
ICA was not authorized to conduct either Susan Stafford, a lawyer with the Florida a hearing on the Florida department's com- insurance in West Virginia," Ms Davis said
of these transactions in Florida, the com- department plaint that he believes ICA's deposit with the in the affidavit
plaint charged Ms Stafford said she argued in court that state-which amounted to $124,517 as of Mr Feaman said that ICA has never pre-

ICA admitted in its answer to the com- ICA had not properly authenticated the two May 1, 1911-currently amounts to about sented the certificate of good standing as
plaint that it was selling insurance in Flor- federal decisions, adding that she is uncer- $25 million after accumulated interest, Mr proof of ItS authority to conduct insurance
ida without a license, but it contended that it tam where the rulings came from Feaman confirmed business
is empowered to do so under two rulings It (Mr Feaman noted that the judge hearing Although Mr Johnson testified that he be- "The certificate of good standing was
claims were issued by a judge in a federal the case overruled Ms Stafford's oblection lieved this money to be on deposit with the never intended to be used as some kind of
court in Delaware in 1911 and 1914, accord- allowing the decisions to be entered as evi- state treasurer, the Florida Department of showing that it was some kind of certificate

ing to Mr Feaman In addition to its answer, dence ) Insurance and Treasurer has no record of of authority from the Insurance Depart-
ICA filed a counterclaim seeking a declare- Neither decision contains a case number or ever having received a deposit from ICA or ment," Mr Feaman said "The rights of ICA
tory ludgment of its status under two rul- citation and, in a search of federal and state its predecessor company, Pocahontas, Ms do not come from a state, they come from
1ngs cases going back to 1910, Ms Stafford said Stafford said that federal court decision *

The 1911 decision allegedly was issued in she was unable to find any reference to any Mr Johnson conceded during his testi- Separately, ICA may not be the only in-
connection with two cases Pocahontas In- of the corporations shown as plaintiffs or mony that he did not attempt to verify this surer named in the 1911 and 1914 court de-
surance & Trust Co vs Pocahontas Insur- defendants in the two rulings deposit before the purchase of ICA, Ms cisions that has been up for sale
ance Co and Pocahontas Insurance Co vs Ms Stafford said she was also uncertain Stafford said Business Insurance has obtained a copy of
Insurance Corp of America and First Corp about which court issued the rulings Mr Johnson did not return phone calls for a 1986 letter that outlines a possible sale of
Insurance Group The rulings are headed, "In the United comment on this story American Mining Insurance Co, one of the

In this decision, Ben Green, identified as a States Circuit Court of Delaware at Dover, Mr Feaman said that he has not been able 71 divisions of ICA
"substitute judge,” ruled that Pocahontas Delaware " to locate the state agency that iS holding the The July 31, 1986, letter to a potential
Insurance & Trust, Pocahontas Insurance However, the U S District Court in Dela- ICA deposit, adding that "we have not gotten buyer was signed by Fred H Quarles, vp of
Co , ICA and First Corp each have 71 sepa- ware is located in Wilmington, and there IS a lot of help from the state " Commonwealth Capital Corp of Charlottes-
rate insurance company divisions, each of no U S Circuit Court of Appeals in the state He also suggested that Mr Johnson relied ville, Va The letter, written on Common-
which IS authorized and approved to do Linda Jenkins, a deputy clerk at the U S on the certified Delaware Court records, wealth Capital letterhead, states that the of-
business in all states and the District of Co- District Court in Wilmington, said that a which Included a list of the deposits with fering price for American Mining is $2
lumbia federal circuit court did sit at Dover earlier the various states, and that the decision not million and that the sale will include Amerl-

Exhibits attached to the ruling list the 71 in the century Ms Jenkins added, however, to independently verify the deposit was "a can Mining's charter and $5 7 million in
subsidiaries of each of the four corporations that the clerk's office has received numerous business Judgment, and | don't get involved assets, "which have been lodged with the re-

and list deposits made by the old ICA with calls about the two rulings and has been un- in business }Judgments " spective states and are earning approxi-
each state as of May 1, 1911 able to locate them in the court's Philadel- Palm Beach Circuit Court Judge R Wil- mately 10% interest "

The court ruling says that these deposits- phia archives after "months" of searching liam Rutter Jr issued an injunction against "This company has a charter issued m the
including $124,517 deposited in Florida as of Mr Feaman, ICA's lawyer, said he has ICA on Feb 10 late 1800's and has powers which are very
May 1, 1911-are to remain with the states never seen a case number or citation for ei- Judge Rutter denied ICA's motion to stay broad It is a quick way to become qualified
"to serve as security for all the corporations ther of the two decisions the injunction pending ICA's appeal of the in all 50 states, as this company has already
and each division which shall share and He added, however, that ICA's sellers pro- injunction to Florida's 4th District Court been admitted in all 50 states and the Dis-
share alike " vided Mr Johnson and the other investors of Appeals, according to Mr Feaman trict of Columbia There are no local, state,

The ruling also lists eight additional cor- with copies of the decisions stamped as "true ICA's counterclaim for declaratory judg- or federal requirements of any type and
porations that are separate from the four al- copies" of court records by the clerk of the ment has not yet been litigated, Ms Stafford salesman are exempt from licensing require-
ready listed These eight corporations are U S District Court for the District of Co- of the Florida department added ments These items have been upheld by
World Insurance Co, West Virginia Life In- lumbia, which Mr Feaman said has custody Another motion to remove Mr Johnson court decisions,” the letter reads
surance Co, United Pocahontas Insurance of some of the Delaware court's archives and Mr Scalise from the Florida depart- "If you are interested please act quickly
Co, American Insurance Co, West Virginia Copies of the decisions stamped by the ment's action has not been decided, Mr Fea- The company is offered subject to prior
Multiline Insurance Co, United American District of Columbia court clerk were later man said sale,” the letter says
Insurance Co, American Insurance Group certified by the clerk and a judge of the Cir- As the Florida case proceeded, the West American Mining does not appear in either
and Pocahontas Insurance Group cuit Court for Lee County, Va Virginia Insurance Department warned con- the property/casualty or life/health editions

None of these companies appears in either "I rely upon the certifications," Mr Fea- sumers and agents to avoid ICA of Best's Insurance Reports
the property/casualty or life/health editions man said "The file is somewhere Otherwise, "Based upon telephone calls from numer- Mr Quarles refused to comment on Ameri-
of Best's Insurance Reports American Insur- how could they certify it?" ous states, (Commissioner) Wright believes can Mining or on any details of the letter,

ance Co is not related to a Fireman's Fund James F Davey, clerk of the District of that ICA is selling coverages nationwide and other than to say, "l don't even know that |
Insurance Co unit of the same name United Columbia federal court, confirmed that two representing itself as a West Virginia-based sent it "
American Insurance Co IS unrelated to a life employees in the clerk's office stamped the insurance company Wright states that ICA After the Commonwealth Capital letter-
insurer of the same name based in Dallas, two decisions more than a year ago is not licensed to transact insurance in West head was described to him in a telephone
while World Insurance Co is unrelated to a However, Mr Davey said that he has sub- Virginia nor in any other state based on in- interview, Mr Quarles said that there were
life insurer of the same name based in sequently been unable to locate the decisions formation to date," an Insurance Depart- "some differences" between the description
Omaha, Neb in the court's records or Identify the case ment press release says and the company's actual letterhead, though
The 1914 decision was issued in a case ti- they came from One of the clerks does not At the West Virginia department's request, he would not specify what those differences
tled Pocahontas Insurance & Trust, Poca- recall having stamped the decisions, while West Virginia Secretary of State Ken were
hontas Insurance Co, ICA and First Corp us the other remembers the documents but does Hechler has also amended ICA's certificate Mr Quarles also declined an offer to pro-
J S Darst, Insurance Commisszoner for West not recall who requested the certification or of good standing to include a disclaimer not- vide him with a copy of the letter for his

Virginia what file the decisions came from, Mr Davey ing that ICA iS not authorized as an insurer verification "l really don't want to get in-
In the 1914 decision, the same "substitute said in the state volved," he said -
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- assets transferred to the VEBA well-funded as the old plan
u pd ate PenSIOn proposal And, the assets transferred to the But by allowing asset withdraw-
Cont:nued from page | retiree health care VEBA would be als from ongoing plans-as long as
must be drafted into legislative limited to the amount needed to the 25% cushion remains-employ-
language, also would pay the present value of current ers no longer will have to termi-
OII tank Cove rage mandate O Allow companies to remove retirees' health benefits Assets nate the plans to recoup surplus
surplus pension assets for any rea- could not be transferred to pay for assets
Cont:nued from page 2 son without having to terminate future retirees' post-employment That would be a relief to employ-
The requirement is part of a 1984 amendment to the Resource, the plan, as currently is required health care benefits ers because plan terminations are
Conservation and Recovery Act, which requires the Environmental However, withdrawn excess While benefit experts welcome administratively complex, expen-
Protection Agency to issue financial responsibility rules for under- , assets that are not used to fund re- any proposal to give employers tax sive and time-consuming In addi-
ground storage tanks by February 1988 tiree health care VEBASs or trans- incentives to fund retiree health tion, even when a company estab-
The proposed rule will require tank owners to establish a fi- ferred to underfunded defined care benefits, they said they had lishes an identical plan to replace a
nancing mechanism to provide limits of $1 million per occurrence benefit plans would be sublect to hoped the administration would terminated program, participants
and 36 million annual aggregate-depending on the number of a 10% excise tax and current in- have gone a bit further often worry the action somehow
tanks-for both cleanup costs and third-party liability stemming come taxes "l can understand the Treasury threatens their pension benefits
from any spills or leaks of petroleum products from tanks - Reduce the flexibility employ- Department's reluctance to allow The proposal will "simplify the
These financial responsibility requirements can be met through ers now have in terminating over- the transfer of funds on behalf of human relations problem," said
commercial insurance, self-insurance, letters of credit, state trust funded pensicn plans those well in advance of retire- J&H's Mr Davey
funds, risk retention groups, surety bonds or 1ndemnification con- - Increase the liability of finan- ment, but at least they should have On the othet hand, while opening
tracts, according to the EPA cially troubled companies to the permitted asset transfers for those the door to asset withdrawals, the
Currently, owners of underground stoiage tanks are not required Pension Benefit Guaranty Corp employees eligible for retirement,” administration proposal would re-
to have insurance to cover liability or cleanup costs following the termination of an said Buck's Mr Rumack duce the flexibility employers now
These rules will not affect underground tanks used to store chem- underfunded plan Still, he notes, "It is a very excit- have in terminating overfunded
icals The agency is planning to publish a notice in June seeking - Tighten current minimum ing and positive development that pension plans
public comment on how to regulate chemical stoiage tanks pension funding standards to force these excess assets could be used Under the proposal, an employer
companies with underfunded plans for employee benefit purposes that terminated an overfunded
Briefly noted to boost contributions without any adverse tax conse- pension plan would be barred from
While a enange in minimum quences " establishing a new defined benefit
The Indian Judge who has presided ovei the Bhopal gas leak funding rules would boost some And, depending on the funding plan for five yeais However, the
case since last fall has been replaced because of a conflict of inter- companies' pension costs, it would level of a pension plan, employers employer could establish new de-
est, a Union Carbide Corp official says It was discovered that reduce the b irden on the PBGC, could make additional asset trans- fined contribution plans
acting District Judge G S Patel was in Bhopal at the time of the since fewer plans would be grossly fers from an overfunded pension In addition, the proposal would
accident and had filed a claim against Union Carbide District underfunded plan as more workers retire bar so-called spinoff terminations
Judge M W Dev has been selected to preside over the case The The administration pension pro- Under the proposal, an employer in which a pension plan IS divided
Canadian Insurance Exchange in Toronto now IS expected to posals, which are part of a 1,000- could withdraw surplus assets into two plans, and the excess
open for business in early May-four months after ItS planned page package intended to increase from an overfunded pension plan assets are shifted to one of the
Jan 1 start-up date CIE executives say progress was stalled be- the nation's competitive position in up to three times over a 10-year plans, which is then terminated
cause the Ontario Legislature waited until the final day of its fall world trade, will face an uphill period However, the plan could Also, companies with both over-
session, Dec 16, 1986, to pass the exchange's enabling legislation battle in Congress, observers say never be less than 125% over- funded and underfunded pension
Also, Edward Belton, CIE president and chief executive officer, "l see a real political donny- funded after each withdrawal plans could not terminate an over-
was unable to leave his prior post to join the CIE until Feb 1 brook," observed Edward J Davey, For example, assume a pension funded plan without first transfer-
a vp at Johnson & Higgins in New plan was 200% overfunded An em- ring surplus assets to the under-
York ployer might withdraw surplus funded plan
For example, labor unions, pen- assets to bring the overfunding Companies terminating under-

sion activists and their legislative level down to 175% Those assets funded plans would face new habi-

- - - allies are expected to object to the then would shifted to a VEBA to lities under the proposal For ex-
I n S u ra n Ce Se rVI CeS g u Id e proposal to allow employers to pay for current retirees' health ample, a financially distressed
withdraw surplus pension assets, benefits Five years later, the em- company terminating an under-

, arguing that the assets belong to ployer might make an additional funded plan would be 100% liable

the plan participants and should asset withdrawal to another VEBA to the PBGC for PBGC-guaranteed

PC CONSULTING & TRAININ be used to fund pension benefit im- to fund health benefits for work- benefits, up from a 75% liability
ACTUARIAL & RISK provements ers who retired during that five- cap under current law
MANAGEMENT CONSULTING GENERAL INSURANCE Experts say the proposal to allow year period Minimum funding standards also
Ben Silberste,n A C AS, MAA A. RISK MANAGEMENT transfers of surplus assets to re- The proposal would require that would be strengthened for com-
AGENCIES tiree health care VEBAs may have separate VEBAs be established for panies with underfunded pension
Captus & Sell Insurers ‘Specaling in medical mak NICHE SYSTEMS, INC. the best chance of passage each asset transfer, a Treasury De- plans, and it would become more
Risk Retention Groups practice & other Itabilt 274 Madison Ave , NY NY 10016 "Congress is very interested in partment official said difficult for employers to win con-
(212) 686-4468 making retiree health care benefits WWhile the administration wants tribution waivers
4 AIA Risk Management Consultantf Inc more secure,” noted Mr Davey to give employers a tax incentive to Currently, an employer generally
4 1& 888 Sevent, Ave, New Yok NY 10106 While benefit experts welcomed fund current retirees' health bene- has 30 years to amortize pension
the retiree health care proposal as fits, it also is proposing to take liabilities That 30-year amortiza-
b 212/333 3259 CASUALTY ACTUARIES, INC. an important first ste ‘t)o i‘r:’n rove away an a rzacph—knc?wn as a tion period can Ie);ve a pension
Robert FLowe FCAS , MAAA,FCA P P P Yy PP P P
. Loss Reserve ana Rate Evaluations for funding of post-employment 401 (h) trust-that allows the pre- plan short of assets when a big
WORKERS' Insurance Companies and Se.f In health benefis, they note the pro- funding of future retirees' health block of workers unexpectedly re-
e vision is complex and full of re- benefits tires, such as when a company ex-
- Statutory letters of opinion on losc and o . . . . . o
COMPENSATION loss expense reserves strictions This approach, however, is sel- periences financial difficulty
One Insurance Center Plaza Suite 102 For companies with more than dom used because the amount an However, if the plan is signifi-
CLAIMS St ;‘;‘:)58";';’5%?2‘” one defined benefit plan, for ex- employer can contribute to the cantly underfunded, the minimum
SYSTEM ample, those plans generally would trust IS limited to 25% of its annual required contribution would be at
have to be at least 125% over- total contributions to all retiree least equal to total distributions,
q
FOR IBM PC funded on an aggregate basis be- benefits, Including pension bene- Including administrative expenses,
IDEAL FOR SELF INSUREDS, INSURANCE fore assets could be shifted from an fits (Bl, Feb 17, 1986) Also, con- paid by the plan that year Cui-
CG, AND TPAs SINGLE AND MULD-USER COLLECTION TROUBLES?? overfunded plan to a retiree health tributions to a 401 (h) trust must be rently, there 15 no comparable re-
T L LT v, care VEBA "fresh cash" and not surplus funds quirement
CHARLES M GILES, P C Employers would not be able to from a pension plan In addition, the Internal Revenue
100,000 ON LINE CLAIMS transfer surplus pension assets into The administration's proposal to Service-when evaluating an em-
AU FUNCTIONS AND STATE FORMS Attorney at Law their existing VEBASs, also known also allow employers to re'move ployer S- request for a waiver fl.“om
as 501(c)(9) trusts Instead, sepa- surplus assets from pension plans making the minimum required
INSURANCE SOFTWARE Insurance Gellection rate VEBAs would have to be es- for general purposes is aimed at contribution-would have to eval-
tablished for retiree health care curtailing the recent wave of over- uate the financial condition of the
PACKAGES, INC AUDITS, PREMIUMS, SUBROGATIONS i | | K i A L
’ . benefits Assets in these trusts can- funded pension plan terminations employer and all its affiliated
not be commingled with other cor- Federal pension officials are companies, not Just the condition
™
5118 NORTH 56 STREET ANYWHERE IN THE porate assets concerned that such terminations of the unit sponsoring the plan
TAMPA FLORIDA 33610 WEST In addition, since the employer can harm plan participants, be- Also, the maximum number of
(813) 621-6069 (FL) already received a tax deduction cause there IS no certainty that an funding waivers the IRS could ap-

(602) 274-2222 for the initial pension plan contri- employer will set up a new plan prove in a 15-year period for one

bution, there would be no tax de- And, if a new plan is set up, it company would be reduced to
duction for the surplus pension almost certainly will not be as three from the current five

(800) 237-8133 (U.S.)

RENT-A-CAPTIVES AVAILABLE Property/casualty stocks

Contznued from page 3 In addition, he said, investors are concerned that

"THE ANSWER TO THE 1986 TAX REFORM ACT" In fact, the two Bl portfolios would have fared more higher interest rates lead to higher inflation, which in

poorly had It not been for last week's surge turn leads to higher claim costs for property/casualty
FINANCIAL TECHNOLOGY INC. For instance, the total value of the Model Portfolio insurers

had actually declined 1% as of Feb 13, compared with Furthermore, he said, investors believe higher inter-

Consultants specializing in Captives, Risk Retention Groups, the 2 1% gain as of Feb 18 The value of the Random est rates could signal a return to cash-flow under-
Cash Flow, Self-Funded, Loss Portfolio Transfer Programs, Portfolio has risen 2 9% as of Feb 13, compared with writing

the 7% rise as of last Wednesday Mr Weinhoff said these concerns are valid, but only

Feasibility Studies, Formation and Management . . . . .
Analysts say the belief by many investors that inter- to an extent There 15 a "big difference" between a

1888 Century Park East, Suite 910, Los Angeles, CA 90067 est rates wil- rise is a malor factor holding back one-half percentage-point rise in interest rates and a
insurance stocks "l think the primary reason is peo- two-point rise, he noted, adding that he expects rates
ple's perception that there's going to be higher interest to rise by only the former amount within the next
rates,” said Samuel J Weinhoff, first vp at Shearson year

(213) 879-3991

Lehman Bros in New York A related reason why insurers have not participated
Eor advert,sing information in the INSURANCE SERVICES GUIDE Mr Weinhoff said insurance companies' investment more fully in the stock rally is investors' percep-
Contact. Margaret Hikido, 740 N Rush Street, Chicago, lllinois 60611 portfolios typ-cally are heavily weighted toward long- tion of a strengthened economy, analysts contend

term bonds, Rhose values tend to fall during high-in- "Many investors believe the economy will become

Telephone (312) 649-5340

terest rate periods Continued on next Page
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Property/casualty stocks

Cont:nued from prev:ous page

B Random Portfolio

stronger later this year and want economically sensitive

stocks," said June | Hoffer, an analyst with Prudential/ July 25
Bache Securities in New York Such stocks would include No of purchase Oct. 23 , Percent Feb. 18 , Percent
paper and chemical companies, but not insurance stocks, Stock shares price Towt price Total change price Total change
which "don't benefit as much from a stronger economy,” she
said CIGNA 40 $62.50 $2,500.00 $54.63 $2,211.00 (11.6)% $64.38 $2,601.00 4.0%
"There's been a sense that we're in the midst of an eco-
CNA 40 55.50 2,220 00 55.88 2,235.00 o7 62.25 2,490.00 122
nomic recovery," agreed Gloria VVogel, vp at Bear Stearns &
Co in New York Aetna 35 60.50 2,117.50 56.25 1,991.85 (5.9) 64.00 2,263.10 6.9
She noted that many portfolio managers were over- Continental 40 46.63 1,865.00 45.38 1,841 00 (13) 52 50 2,126.00 140
weighted with insurance stocks and shifted their investments Home Group 40 23.75 950.00 19.25 770.00 (19.0) 21.63 865.00 (9.0)
to other cyclical stocks in light of the slowing of premium Cash 347.50 352.50 1.4 358.34 31
growth
Concern over future rate levels is another factor affecting Total 10.000.00 9.401.35 (6.0) 10,703.44 70
property/casualty stocks, analysts say S&P 500 240.22 239 28 (0.4) 285.42 188
"Obviously, the rate situation seems to be leveling off,"” .
. . . Includes dividend payments Chart Amy Palmer
observed Michael A Lewis, vp at E F Hutton in New York
He added that investors perceive this as a precursor of a
return to price competition "We think the company could be a growth company in a - USF&G Corp The stock has a high yield, said Mr
Performance of insurance stocks' reflects investors' fears cyclical industry,” he said Malis, noting that the company has a history of raising divi-
that rate cutting will occur "sooner rather than later,"” said Because of its emphasis on specialty lines of business, AIG dends, including a planned dividend increase next month
Mr Weinhoff is likely to see a relatively late return to competition, said A company spokeswoman said the insurer has a policy of
"There are those who don't believe that the improvements Ms VVogel boosting its dividend annually by the Inflation rate, plus an
in earnings are going to continue,"” noted David Seifer, vp at - General Re Corp Gen Re is not only the top-performing additional two or three percentage points The Consumer
First Boston Corp in New York reinsurance company, but also a "very, very significant fae- Pnce Index rose by 1 1% in 1986, according to the Bureau of
"My feeling IS that Wall Street earnings estimates for '86 tor in the overall industry,"” said Mr Lewis The reinsurance Labor Statistics, which means USF&G's quarterly dividend
and '87 have been too high" for insurers, he said Industry 15 expected to enjoy the benefits of the tight mar- could be expected to increase to about 60 cents from 58
When a company's earnings are not in line with an ana- ket longer that direct insurers, he added cents
lyst's estimates, the analyst either blames the company or Underwriting discipline m the reinsurance industry will Mr Mahs also noted that USF&G's earnings are expected

claims the company misled him This encourages sharehold- continue longer, which will allow reinsurers to build higher to rise this year
ers to sell

earnings, agreed Mr Seifer, who recommends AIG for the In addition, the company has been able to avoid problem

Ms Hoffer also noted some insurers strengthened reserves same reasons lines, such as asbestos and medical malpractice, noted Ms
in the fourth quarter, causing a "couple of surprises"” in the "I think we still see, for the most part, very little competi- Vogel

form of lower-than-expected earnings tion in the U S casualty market from either London or any of - Aetna Life & Casualty Co Aetna is a "quality play"”

Ira Malis, a securities analyst with Alex Brown & Sons in the other European markets," said Shearson's Mr Weinhoff, among multiline insurers, said Mr Lewis
Baltimore, said some investors, who bought insurer stocks in who also includes Gen Re on his list of stock picks Ms VVogel said she favors the company because it is active
1984 as insurance rates began to rise, sold their shares in = Chubb Corp "We think It'S a good value," said Alex in large group accident and health accounts These accounts
1986 when they saw rates reaching their peak Brown's Mr Malis He added that investors have forgotten are less vulnerable to competitive pressures in the group in-
But now, "value" investors, who recognize the long-term Chubb's previous involvement in medical malpractice insur- surance business because many are retrospectively rated, she
value of property/casualty stocks, "are starting to take no- ance Early last year, Chubb purchased a $285 million ex- said
tice," and this will eventually lead to stronger insurer stock cess-of-loss reinsurance 'policy to avoid having to add any

= American General Corp American General is now reap-
prices, he said

more to what were iudged inadequate medical malpractice ing the consolidation benefits of past acquisitions, said Ms

"Book values should be building rapidly over the next year loss reserves, (Bl, Jan 20, 1986) Vogel
or two," which will further boost insurer stock prices, Mr The transaction reduced Chubb's fourth-quarter 1985 "They're going to see more good growth," she added
Malis said earnings by $2 97 a share "They keep earning money," observed Mr Seifer, who rec-
Eventually, Mr Seifer agreed, investors will recognize that Hutton favors Chubb because of its position as, if not the ommends American General stock warrants The company,
insurers will continue to report good earnings over the next best, then among the best, commercial insurers in terms of which posted per-share earnings of $2 60 m 1986, could earn
three to four years -Somewhere m there, investors will de- underwriting quality, said Mr Lewis $4 30 per share this year, he said
cide the doubters are wrong " = Fireman's Fund Corp Fireman's Fund's recovery could < Ohio Casualty Corp Ms VVogel described this insurer as

However, analysts generally could not explain why stocks outlast the overall industry's because of ItS plans for manag- a "very solid play"” in the property/casualty business She
in the Random Portfolio performed somewhat better than ing its capital, said Ms VVogel, who recently added the firm to noted that Ohio Casualty is one of the few property/casualty
those in the Model Portfolio, which are recommended by the her recommended list

insurers that did not dilute ItS per-share earnings with a
analysts

She explained that analysts expect Fireman's Fund to an- stock offering during the past several years
However, Mr Weinhoff said he believes the difference nounce a large stock buyback, which would increase the in- Furthermore, she noted, the company had good investment
could be partially attributed to the stocks' yields He esti- surer's earnings per share even after ItS underwriting profit growth in 1986, has redundant reserves and has a disciplined
mated that stocks in the Model Portfolio have an aver- has peaked balance sheet

age yield of about }ust less than 2%, while the average yield Mr Mallis recommends Fireman’'s Fund because of its

« CIGNA Corp Mr Lewis said CIGNA has a "less than
of the stocks in the Random Portfolio IS close to 3%

"solid turnaround " He said that the company's progress has enviable track record" but has made the necessary moves to
In the meantime, analysts have made few changes in their been marked by improved underwriting, a "top-notch" in- clear up problems in its property/casualty operation The

stock picks The stocks most widely recommended include vestment performance and "one of the most forward-looking company also offers a superior yield, he said
= American International Group Inc AIG 15 a "non-dupli- managements in the industry " Business Insurance does not recommend the stocks in ei-
catable" company, said E F Hutton's Mr Lewis It is a major Fireman's Fund last week announced plans to raise its ther portfolio, and Bl reporters and editors do not invest in

factor in all phases of insurance both in the United States quarterly dividend to 10 cents per share of common stock insurance industry stocks Readers should contact a licensed

and abroad and has a distinguished, proven underwriting from 75 cents per share, payable March 25, to shareholders stockbroker or investment adviser before making any invest-
record of record March 4 rment

B| insurance Index
Bl Ind ustr’y StOCk Report February 19,1987 2/13/87 thru 2/19/87

Brokers Price % Chg P/E $ Div % Yid High Low Vol (000) Price % Chg P/E $ Div % Yld High Low Vol (000) 505
S ——— AME= 18004 8 13 1 000 00 1m.00 1818 2078 P--/
Alexander & Aloxander Sves NYSE 28 50 0 0 4071 1 0O 3 5 28.75 27.63 364 0 Fireman Fd Corp NYSE 39.888 1 17 00.300 & 39 88 37 50 1,021 O 25
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Hall Frank B & Co Inc NYsSE 17.88 -2 1 O O 0O.00 O O 18.00 17.63 127 8 Hanover Ins Co oTc 70.00 -O04 14 9 0.56 O 8 70.00 69.50 198
480
Marsh 6 Molennan Cos Inc NYSE 65 88 1 7 200 1 D0 = © 65.88 65.00 1,422 6 Harleysville Group inc ore 171362109 0.32 1 9 17 25+ 1613 812 a7s 1
Poe & Assoc Inc ore 130040 16 5 0.40 3 1 13.00 12.785 6 0 Hartford Steam Boiler Inspen OTC e300 33 142 1 60 25 63 00~ 61.25 s 2 v
Kans City Life Ins oTc =28.50 OO0 110 O96 34 28.50 27.75 322
AGENTS/BROKERS AVERAGE 208 2a Kemper Corp otc 3625 82 144 060 17 36 25~ 34.00 884 4 aes
Liberty Corp S C NYSE 39.0054 137 0.72 1 8 39.00 37.50 614 460
Conglomerates & Holding Cos
Lincoln Natl Corp Ind NYSE 51 2535 11 22 16 4 = 51 25 a0 25 270 5 ass5
Mission Ins Group Inc PAC OoOs1 00 00O 0O 0O a.38 oo - s 450
Anderson Clayton(Ranger/PanAm) NYSE 65.63 00 18 8 0 00 0 O o.00 o.00 oo Monumental Corp ore 5563 00 18 8 0.00 O O 55 63 55 63 aa
Armesine NYSE BEO 1S5 00 000 0o S 88 838 1,4040 Nac Re Corp otc Z2875 27 442 00O OO 28.75 28.50 az o
Berkley W R Corp ore 31.257 817 30.24 08 31.25 30.50 6090 Nobel Ins Lta ore 16.50 -2 9 12a0.37 22 17.00 16.50 306 b
Berkshire Hathaway Inc Del OTC 3295.00 6 3 191 1 0.00 O O 3295 0O*3080.00 31 B N
CIGNA Corp NYSE 65 SO 50 10 3 260 4 o 65.50 61 63 1,307 6 Northwestern Natl Life Ins oTc DO —as 92 OB86 =25 30.88 30.63 349 9
Ohio Cas Corp ofc ac 00 70 152 1 50 3 3 46.0042.75  as12 1
CNA Fint Corp (CNA) NYSE .6388 13 1 16 1 OO0 O O 63 88 5900 351 8 Old Rep Intl Corp oTtc BOZ2S5 —51 127 O78 26 31.88 29.50 203 0
General Re Corp NYSE es.es e 92321001 C 63 63 60 63 1,726 3 Orion Cap Corp NYSE 28.50 -1 3 00 076 27 28.75 28.50 a16 . . .
ITT (Hartford Group) NYSE 62.88 35259 1.00 16 63 13" 61 88 3.188 8 L, icctive Corp oTc 16.00 4 4 10 4 0.70 = 7 Ho.75 15.00 100 2 The Business insurance index surged 16.0
Sears Rictuck & Co (Allstate) NYSE 51.75 9 5 14 3 2.00 3 © 51 75* 47.75 6.982 O . \ast K. closi t522.9 int
Transamerica Corp (Occidental) NYSE 36 004 3 101 1 76 4 © 360034 63 1.418 5 Lo Lident Life & Aco Ins Co ore ey 75 G D 15 6 08430 oy rs 26 65 nos o points last week, closing a -9 points, up
St Paul Cos Inc OTC 5475135159176 325475*48 75 1.720 0 from 506.9 points on Feb. 12. Leading gainers
CONGLOMERATES/HOLDING COS AvERAGE sz e o= SAFECO Gorp ore GO 75 G 1 12 6 1.70 = & co.75 5775 P . i o .
included: The St. Paul Cos. Inc., up 13.5%; The
" . ' * 0/ - . .
590'lise: 6,0.0 1."055 1700302000 B0 4 7 t so* 16 #& 36 & Home Group Inc., Up 13.3%; CNA Financial
Insurers s ’ s
o/ . . .
Aetna Life & Cas Co NYSE 66 007 8 11 5 2.64 4 O 66 00 61 50 2,203 9 Selective 1ns Group Inc ore omos 5 2 10 7 0.02 4 O PR tos o Corp., up 13.1%; American International Group
American General Corp NYSE 41.756 4 11 6 1.25 3 O 417540 25 1,441 4 Statesman Group Inc OTC 488 0.0 00 005 1 0 500 488 100 1 Inc., up 12.6%; and Continental Corp., up 10.7%.
Amern Heritage Life Invt Co NYSE 43 00 0 0 14 9 1 3= 31 43.25 42.75 =21 Tok.0 Marine & Fire Ins Co oTc 68 50 00 77 0O 0O.17 O =2 68.50 68.50 so .
American Indry Finl Corp ore 1775 27 OO 112 63 1s.25 17.75 338 Torchmark Corp NYSE 3063 61 11 3 1 20 39 3063 2888 1,0386 Stocks posting the largest losses were: Old Re-
American Intl Grou inc NYSE 7463 126 21 3 0 25 03 74 63 6825 2,097 1 B - - H H .
P Travelers Corp NYSE 51.75 2.7 11 6 2.28 4 4 51.75 50.25 1,405 1 publlc International Corp., down 5.1%; Protec-
Anece Reins Ltd ore 300 -40 0O ooo oo 3.13  s.00 196 Trenwick Group Inc oTC 1725-42132700000 18 00 17 25 14 3 tive Life Corp., down 4.4%; Northwestern Na-
Avemco Corp NYSE 3725 31 16 5 O 50 1 3 37 38" 36.75 522 United Fire & Cas Co otc B1.75 24 14 9 0.80 =2 5 31.75 31.00 231 - | Life | C d 4.39 United
Business Mens Assurn Co Amer OTG 2913 13 0O 110 3= 2913 28.75 427 United States Fid & Gty Co NYSE 47.63 52 13 2 2.32 4 © 47 63" 45.50 2,085 4 tional Life Insurance Corp., down 4.3%; Unite
Chubb Corp NYSE 67.25 4 1 11 9 1.68 25 67.25 65.25 817 2 Unum Corp NYSE 31 00 2991040 13 31 00* 29 50 781 2 Fire & Casualty Co., down 4.2%; and Aneco Re-
Combined Intl Corp NYSE Ss875 1 7 107 =2 24 3 8 59.25 58.00 207 a4 Usl.fe Corp NYSE 44.50 2 O 11 S 1.20 =2 7 as. 38 4413 200 9 . R .
insurance Co. Ltd., down 4.1%. The B/ index's
Continental Corp NYSE 54 25 10 7 150 260 a4 & sa.2s s0.75 sso e Washington Natl Corp N o/ i i i
Srown Life ins Co OTC 345.00 00 11 9 6.40 1 9 345.00 345.00 oa Zenith Nutl ins Corp CYS§437_§Q gou;]:é 0,1895:5; :25 39582302959 582§5 average 3.2% increase kept pace with the major
Durham Corp ot 43.S0 =24 14 e 1.383 1 43.50 a2.50 1.4 stock market indicators: The NYSE composite
Formers Group Inc ot  aL00 6 5 163 1.20 2a a9 oo~ a6.25 sss e

INSURANCE COMPANIES AVERAGE 138 z2a

rose 3.3%, while the Standard & Poor's 500 av-

erage climbed 3.6%.
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For retnsurance, it pays to gowith a big name.

In today’s business climate, strong, solid reinsurance is more important than ever.
And only a company the size of Allstate can provide vou with the financial support you need.
_ With our resources, Allstate Reinsurance can make fast loss payments so vital to a business’s
continued success. )
And we bring you the knowledge and expertise of over 25 years of reinsurance experience.

Which 1s something our Intermediaries and Ceding Companies in over 20 countries have
come to appreciate.

In a very big way.

® | Allstate Reinsurance Division
2 Allstate Commercial Plaza
51 W. Higgins Road

_ , o South Barringron, IL 60010
fllstate Insurance Company,  313) 551.7500 Telex: 283513




