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IRS to penalize employers
for pension plan infractions
WASHINGTON-The Internal

Revenue Service will impose harsh
new penalties on employers that
failed to amend their pension and
savings plans to comply with rules in
the 1982 and 1984 tax laws and the

1984 Retirement Equity Act, a consul-
tant says..

The IRS on March 3 will issue No-

tice 86-3, laying out the penalties for
employers that failed to comply in a

Continued on next page

Risk Retention Act expansion proposed
By JERRY GEISEL

WASHINGTON-Two U.S. senators are

proposing legislation to provide some relief to
commercial insurance buyers.

Sens. John Danforth, R-Mo., and Robert

Kasten, R-Wis., will soon introduce legisla-
tion that would make it easier for businesses

to establish captive insurance companies to
write liability risks and to buy liability insur-
ance on a group basis.

Their proposal, outlined last week by Sen.
Danforth at a packed Senate Commerce
Committee hearing on the liability insurance
crisis, would expand a 1981 federal law
known as the Risk Retention Act. That law

gives businesses the freedom to establish
product liability captives and purchase prod-
uct liability coverage on a group basis without
having to meet numerous state requirements.

While the 1981-law applies only to product
liability coverage, the Danforth-Kasten pro-
posal would apply to all commercial casualty
lines except workers compensation, an aide to
Sen. Danforth said.

Under the new proposal, captives that are
'Ehartered in one state could write coverage
throughout the country without having to be
licensed in every state.
0 In addition, the proposal would allow the
purchase of casualty coverages on a group

basis by pre-empting state laws that generally
prohibit group insurance purchases.

"In view of the significant capacity in the
commercial insurance market, it is essential

that we do everything that we can to help
purchasers of insurance to help themselves,"
said Sen. Danforth, the Commerce Commit-
tee's chairman.

The Danforth-Kasten proposal, which is
expected to receive bipartisan support, was
enthusiastically received by a parade of wit-
nesses who appeared at the Feb. 19 hearing.
No witness specifically objected to the pro-
posal.

"If traditional markets are increasingly un-
able to respond, then employers need to turn
to an alternative risk financing mechanism,"
said Robert H. Moore, senior vp in the Wash-
ington office of Alexander & Alexander Ser-
vices Inc. and president of the National Assn.
of Insurance Brokers.

"Let buyers themselves decide how much
risk to take," said Albert Beer, a vp with Til-
linghast, Nelson and Warren Inc. in New
York.

An expanded Risk Retention Act "will
allow sophisticated buyers to meet their own
needs," added Alan Page, vp with Johnson &
Higgins in New York.

Les Cheek, vp-federal affairs for Crum &
Continued on page 30

New options fuel
tax bill debate

By JERRY GEISEL

WASHINGTON-The latest Treasury Department employee ben-
efit and property/casualty options to the House-passed tax bill indi-
cate the debate over the shape of tax legislation is far from over.

"The options show how many more trade-offs are in the offing.
We are far from having a final bill," said Edward J. Davey Jr.,
vp-technical analysis at Johnson & Higgins in New York.

The House's tax bill, passed in late December, is now before the
Senate Finance Committee.

The new options suggested by Treasury Department staff mem-
bers in a 26-page document delivered this month to the Senate com-
mittee include:

• Lowering the maximum benefits offered by defined benefit
pension plans and the maximum contributions to defined contribu-
tion plans.

Under the Treasury Department option, the maximum benefit
paid by a defined benefit plan would drop to $60,000 a year, while
the maximum annual contribution to a defined contribution plan
would be slashed to $15,000.

By contrast, the House-approved tax bill would set the annual
defined benefit limit at $77,000 and the annual defined contribution
limit at $25,000. Under current law, the defined benefit limit is
$90,000 and the defined contribution limit is $30,000.

• Raising the maximum annual salary deferral to a 401(k) plan to
$10,000, compared with $7,000 in the House bill. Under current law,
the maximum annual salary deferral is $30,000.

In addition, the coordination between 401(k) salary deferrals and
contributions to Individual Retirement Accounts would be altered.

Continued on page 28

Creditors, shareholder groups
oppose new Manville plan
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Tillinghast Vp Albert Beer outlines for the committee reasons for the capacity crunch.

Regulators probe CIGNA plan
to discount reserve additions

By DOUGLAS McLEOD

Insurance trade groups
have agreed to support
modified loss reserve

discounting for income
tax purposes.

PHILADELPHIA-Insurance regulators in Pennsyl-
vania and Connecticut are reviewing CIGNA Corp.'s
plan to discount the $1.2 billion addition to its prop-
erty/casualty loss reserves announced last month.

While charging $1.2 billion to its fourth-quarter
earnings, CIGNA is contributing only $600 million in
cash to its statutory loss reserves, contending that an
additional $600 million in invest-
ment income will be earned to 1
meet claims payments over a 20-
year period, assuming at least a
5% interest rate.

The regulators last week said
they were waiting for CIGNA to
provide more information on the
amount of reserve increases ear-

marked for particular lines of in-
surance and how the discounts

are to be applied in each line.
After reviewing the information, state insurance reg-

ulators will decide whether to approve the reserve dis-
counts.

CIGNA is discounting its reserve contributions not
only for workers compensation losses-where discount-
ing is considered standard practice-but also for such
long-tail liability lines as professional liability and excess
casualty, where discounting is relatively uncommon.

CIGNA's decision to discount its loss reserve addi-

tions for statutory accounting purposes seemed to con-

Mission, creditors negotiate
latest bailout proposal
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flict with that of property/casualty industry trade
groups-including the Alliance of American Insurers,
the American Insurance Assn. and the National Assn.

of Independent Insurers-which last year fought a
Treasury Department proposal to require loss reserve
discounting for tax purposes.

However, the trade groups decided in a meeting ear-
lier this month to change their position and support a
modified reserve discounting requirement for tax pur-

poses, according to T. Lawrence
Jones, consultant to, and former

president of, the American Insur-
ance Assn.

In return, the trade groups plan
to ask Congress to drop other as-
pects of a proposed tax bill that
would increase the property/cas-
ualty industry's tax burden.

Last week, the trade groups
- were still drafting a proposal to

be presented to the staff of the
Senate Finance Committee and to Treasury officials,
and a trade group executive emphasized that the details
of the proposal were still subject to negotiation.

"We aren't sure what our final agreement is going to
be or when it's going to be presented to Treasury," said
Robert G. Wegenke, vp and secretary of the NAII.

"What we present may not be anywhere near what
we finally end up negotiating," he added.

Meanwhile, property/casualty company executives
Continued on page 29

Lloyd's of London names
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Brazil scrambles to insure satellite
By JOHN BARHAM

SAO PAULO, Brazil-Brazil is having seri-
ous problems finding launch insurance for its
$70 million Brasilsat 2 communications satel-
lite in the wake of the Jan. 28 space shuttle
Challenger explosion, which killed seven as-
tronauts (BI, Feb. 3).

Satellite launch insurance capacity, which
already was extremely tight, has become even
more scarce since the shuttle explosion, and
Brasilsat 2 may not be covered by its March 12
launch date aboard an Ariane rocket.

The launch insurance market for satellites
aboard Ariane rockets had been tight long be-
fore the shuttle explosion, especially since an
Ariane carrying a satellite went off course
after launch last year and had to be destroyed
(BI. Sept. 23,1985).

Launch insurance rates currently range up
to 30% of a satellite's insurea value, compared
with the rateof 16% of insured value charged

for the successful launch of the Brasilsat 1
aboard the Ariane in 1984.

Officials at the Instituto Reaseguros do Bra-
sil, which is coordinating insurance for the sat-
ellite, are considering three coverage optioris:

• The IRB is attempting to pul together a
pool of domestic insurers to provide a primary
layer of coverage for the satellite. Brazil's gov-
ernmen t would provide excess coverage.

A similar system was used -.0 insure part of
the Bra:ilsat 1 after Embratel, the government
communications company that owns the satel-
lite, was unable to find the final 528 million of
coverage for that satellite. The Brazilian gov-
ernment provided the coverage and Embratel
paid the government a premium.

• The IRB, Embratel and Arianespace, the
European agency that lauches the Ariane
rocket also are holding talks on the possibility
of covering Brasilsat 2 under Arianespace's
new launch insurance prograrn.

The program would cover the $50 million

cost of relaunch if a satellite were lost due to a

falure of the Ariane rocket. Brokers and satel-
lite owners hope that separating the cost of a
relaunch from other risks currently covered
b) traditional launch insurance will open up
more capacity (BI, Dec. 16, 1985).

• If all else fails. Brazil might' launch the
satellite without insurance, even though the
international banks that financed the satellite

have required that it be insured, according to
Hamilton Mesquita do Prado, the IRB's deputy
international operations director.

"The financing agreements with the banks
were signed at a time when insurance premi-
ums were around 6% to 8%. Now, premiums
are up 28% to 30%," he said.

"We could renegotiate the insurance prob-
lem with the banks now that the situation has

changed, and maybe just launch without any
coverage at all," he said.

The government is determined that insur-
ance problems will not delay the launch.

Indiana Blues

studying cuts
in AIDS cover

INDIANAPOLIS-Blue Cross &

the possibility of limiting payments
for acquired immune deficienc
syndrome claims.

The study, which began about a
month ago, was prompted by re·
guests from some employers who
purchase group health plans from
BC/BS that the contracts be rewrit-

ten to exclude AIDS-related claims,
says a contract administrator.

BC/BS is reportedly formulating
a response to these employers.
However, another BC/BS spokes-
man would not discuss any such re-
sponse, saying that communica-
tions between the company and its
clients are confidential.

He said the study arose out of the
increasing incidence and the high
cost of AIDS claims.

A separate study of 154 large em-
ployers completed recently by New
York-based benefit consultant

Towers, Perrin, Forster & Crosby,
found that only one company had
limited its medical benefits for

AIDS patients, but that 8% are con-
sidering doing so, and 10% were
considering limiting disability ben-
efits.

Other ways in which employers
are curbing AIDS-related costs are
through home health care and hos-
pice care (BI, Oct. 31, 1985).

Besides its own claims data,
BC/BS says it is gathering informa-
tion for its study from other
sources, such as government enti-
ties and insurance companies.

It is looking at such issues as:
how other insurers are treating
AIDS claims; the transmissibility of
HTLV-III, the virus believed to
cause the disease; the use of the
HTLV-III antibody blood test in
underwriting; how the incidence of
AIDS cases is affecting the BC / BS
plan now, and how it might affect
it in the future.

Findings of the study will be pre-
sented to BC/BS management to
determine what policy changes, if
any, might be made.

But for the moment, BC/BS is
"handling AIDS just as we would
any other illness," the company
spokesman says.

The California Insurance De-

partment recently denied a request
by Blue Cross of California to ex-
clude coverage for AIDS and other
sexually transmitted diseases from
a group health insurance plan. That
request was prompted by one of its
employer members (BI, Oct. 14,
1985). •

Size of awards

up in Kentucky
The average size of jury awards

in personal injury cases in Ken-
tucky has risen sharply over the
past year, according to a recent
study.

In 1984, jury verdicts in Ken-
tucky averaged 7% below the na-
tional norm, according to a study
by Jury Verdict Research Inc. of
Solon, Ohio.

The 1985 survey showed that
awards averaged 11% above the
norm.

In addition, to date 17 verdicts of
$1 million or more have been
awarded by courts in Kentucky.
Three such verdicts were reported
in 1984 and two were reported in
1985.

Jury Verdict Research surveys
and analyzes jury awards in every
state.

Copies of the 1985 Kentucky
Verdict Survey are available for
$17.50 by writing Jury Verdict Re-
search Inc., 5325 Naiman Parkway,
Suite B, Solon, Ohio 44139-1065; or
by calling 800-321-6910, or 216-248-
7960 in Ohio. .



This year, our country
celebrates the 75th

anniversary of work
ers compensatton.
This landmark

legislation is
still America's on soc@ ,
insurance program d#ecto
the single purpose ofttingjob-
disabled employees backto work

And this year also marks the
diamondjubilee of Wausau

Many of our early policyholders were loggers and
companies in the forest products industry

insurance. On the very day the
first constitutionally approved
workers compensation law
went into effect, we went into
business.

pur Policyholder Nimber One
is still a Wausau customer.
Because back in 1911 we laid the
foundation of our reputation -
providing exceptional service.
We've built on that reputation
for 75 years and policyholders

ft :F VfndlLISAII
f ' INSURANCE

COMPANIES
. M fl® Wausau,Wisconsin54401
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have been loyal to us. 1 5

Over the years we've learned
a lot of ways to help companies
protect their human, physical
and financial assets. But we're

especially proud of pioneering
workers compensation
insurance.

And we've also learned that
one of the most valuable assets

we protect is our own reputa-
tion for service.

WAUSAU WORKS:
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opinions

Mission bailout plan promising
HE MOST RECENT plan to bail out insolvent Mis-
1 sion Insurance Co. should be implemented.

Even though Carl Lindner and his American Finan-
cial Corp. aren't mentioned specifically in the plan,
there are enough incentives for Mr. Lindner to see to it
that the new Mission American Insurance Co. gets the
new capital it needs to make the plan work (see story,
page 3, and BI, Feb. 17).

And, if the plan works, all parties that have con-
ducted business with MIC will gain more than they
would if MIC were liquidated today.

As under the first plan, direct policyholders of MIC
won't have to turn to guaranty funds to recover their
claims-at less than full recovery for claims exceeding
guaranty fund caps. They will be able to recover from
the new Mission American.

And, in an improvement from the first plan, ceding
insurers to MIC can expect payments toward their
claims-from future profits of Mission American and
from recoveries on reinsurance businesses that Mission

retroceded to other reinsurers.

Under the first plan, these ceding insurers would
have been able only to recover from MIC, and the
amounts of potential recoveries were not promising.

Furthermore, the entire insurance industry and in-
vestors in Mission Insurance Group Inc. will benefit if
this plan works.

Not only will the ceding insurers be spared losing a
great deal of money, but also the entire industry will be
spared more assessments to cover guaranty fund pay-
ments at a time when assessments are running at a
record high.

Finally, with Mr. Lindner determined to rebuild MIG
and recover his losses, other MIG investors stand to make

more than if they drag down the company now.
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Changes would improve the ISO claims-made form
To the editor: The flaws in the occur-

renee general liability contract are many.
Claims-made forms are needed now.

What is not needed is a form that raises

more questions than the contract it at-
tempts to replace.

The Insurance Services Office's version

of claims-made is just that at the moment.
In order to make a little more sense and

in an attempt to bring back more stability
to the claims-made contract, I offer the

following suggestions, with reasons why:
• Eliminate all the choices of retroac-

tive dates and make the date correspond-
ing to the inception date of the first
claims-made policy the compulsory retro-
active date.

This change would eliminate another
reason for buying extended discovery pe-
riod coverage, which the insured must
buy if the date is advanced.

This change also would force the un-
derwriters to put a little extra effort in
the process and not take the easy way out
by advancing the date.

Remember that an occurrence policy is
turned into a claims-made policy today by
courts that use the manifestation theory
to resolve latent disease claims.

• Make the trigger of coverage a sim-
ple request, written or verbal, made to the
insured or insurer by a third party during
the policy period. The occurrence must
have taken place after the retroactive
date and before policy expiration.

• Eliminate all extended reporting pe-
riod endorsements except one. The one

Business Insurance welcomes let-

ters from its readers. Please keep
your comments as brief as possible.
We reserve the Tight to edit letters
for clarity or space. We will·not
publish unsigned letters. Send your
comments to Letters to the Editor,

Business Insurance, 740 N. Rush St.,
Chicago, Ill. 60611.

remaining would have no time limit other
than statutory. This endorsement must be
offered only if a policy is canceled, not
renewed or renewed with a different

form.

• Price the extended reporting period
endorsement by taking the difference be-
tween the occurrence policy premium
and the claims-made policy premium for
the same exposures and multiplying it by
a factor that would increase it up to a
maximum of 50%, depending on the num-
ber of years in the claims-made program.

• Do not include legal costs in the ag-
gregate but ask policyholders to become
coinsurers, say. for 20% of them.

By doing the above, insurance regula-
tors may accept the form more readily.
The public could end up with more capac-
ity and it would have more freedom of
choice in switching insurers, and the un-
derwriters would be able to sharpen their
skills more.

Sal C. Forgione
Towers, Perrin, Forster & Crosby

Philadelphia

Existing claims-made forms not mired in litigation
To the editor: No doubt, we will see these policies have no better understand-

many more comments on the claims- ing of how the policies work than any
made form, such as those made by John other group of business managers.
Watkins (BI, Jan. 27). But Mr. Watkins has an alternative: He

However, there does not seem to be the can insist upon occurrence-basis coverage
inordinate amount of litigation over hos- and find nothing available. Perhaps he
pital professional liability, directors and should check his own professional liabil-
officers liability, employee benefits liabil- ity policy. The chances are good that it is
ity, crime and other policies that have claims-made.

been written on a claims-made basis for Stephen Michaels
many years. Surely, the purchasers of Indianapolis

New sources of political risk capacity needed
To the editor: I read with great interest

your article "Capacity Still Plentiful in
Political Risk Market" (BI, Feb. 10).

Having been involved in this area for
some time, and seeing the change in the
market over the last year, I am intrigued
as to the surfeit of this capacity. It is my
fervent wish that it exists. Unfortunately,
based on the problems and restrictions of
the latest reinsurance treaties (or lack
thereof), it is difficult to believe capacity
is as greatly available as suggested in your
article.

I agree that adverse selection (i.e; a
great number of bad deals) is a problem,
but this has been true since the inception
of political risk coverage. Pricing has
been perceived by many clients as prohib-
itive; this point is not new. Yet, it is spe-

cious to construe from these points that
the lack of capacity is problematic.

It is improbable that a specialized and
often misunderstood line of insurance,
like political risk, would not suffer severe
capacity limitations in a period when it is
difficult to obtain capacity for normal
property and casualty business.

All of us in the political risk field look
to the success of the underwriters for our

collective success. Yet to encourage unre-
alistic expectations is not productive. To
be constructive we need to create new ca-

pacity, no-1 delude ourselves about its exis-
tence.

Richard D. Abrams

Vp-Political and Financial Risks
Corroon & Black International

New York
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IMG and YOU, PARTNERSin PROFII
We've got the PATM solution for increasing your

profits. IMG's experts in Particip3dve Analysis
TechniquesTM work with you in a uniquely structured
program to identify cost-saving areas, streamline
systems and improve customer s 22'vices.

Our PATEM program optimizes your investment in
people and systems -while at th: same time improving
morale and promoting departmenial cooperation. The
result is an on-going problem-solving environment
that will continue to generate savings and increase
profits long after we ve gone.

Call or write today for our free Case Histories Booklet.

INSURANCE MANAGEMENT GROUP

300 Bedford Street • Stamford, CT 06901
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• (2031 357-7169
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comings & goings: buyers

United Artists names Young
director of risk management

Terry L. Young, 40, has been
named director-risk management
at United Artists Corp. in Beverly
Hills, Calif. He will administer the
entertainment company's loss con-
trol and property/casualty insur-
ance programs, reporting to Phillip
L. Cuppett, vp-administration.
Prior to joining United Artists, Mr.
Young was corporate manager-risk
management and insurance at
MCA Inc. in Universal City, Calif.
He holds a bachelor of arts degree
in liberal studies from Brigham
Young University in Provo, Utah.
Mr. Young has Chartered Property
Casualty Underwriter and Certi-
fied Employee Benefit Specialist

I .

8 B

11

designations.
***

John C. Hess, 34, has been ap-
pointed assistant treasurer for in-
surance and benefits at Engelhard
Corp. in Edison, N.J. In this newly
created position, he is responsible
for worldwide employee benefit
programs and oversees Engelhard's
property/casualty and other insur-
ance programs. He will report to
David M. Wexler, treasurer. Mr.
Hess joined the company in 1982
and most recently was manager-
corporate benefits at Engelhard. He
holds a bachelor of arts degree in
history from Kean College of New
Jersey and a law degree from Seton
Hall University in South Orange,
N.J. He is a member of the Ameri-

c an Bar Assn. and the New jersey
State Bar Assn.

***

Patricia Talbot, 37, has been
named risk manager at Brown &
Caldwell in Pleasant Hill, Calif. In
this newly created position she will
be responsible for all corporate in-
surance matters, including prop-
erty/casualty insurance programs.

She will report
*r. - to and assist

I

" - ,I--, paul Armstrong,
'74 vp and general

I." counsel, with ad-
-- -1- 1, ministration of

/ errors and omis-
sions coverage.

; Ms. Talbot pre-
-  viously was as-

 sistant risk man-
Ms. Talbot ager at Ad-

vanced Micro

Devices in Sunnyvale, Calif. She
received a bachelor of science de-

gree in chemistry from Northern
Illinois University in Dekalb.

***

Norman A. Kenney, 60, has
been named risk manager at Inter-
national Metals & Machines Inc. in

Des Plaines, Ill. Mr. Kenney will be
in charge of the corporate insur-
ance program and risk manage-
ment for IMM and its subsidiaries.

He will report to
Richard J. An- i - '

derson, vp and , ,
treasurer, in this . ¥

newly created '
position. Prior to . -- r; 6-
joining IMM, he I <1.- '
was assistant * X
treasurer-risk * 1,

Mearaansmsol 4 -f-+ d_S_=d
Co. in Schaum- Mr. Kenney
burg. Ill. Mr.
Kenney holds a bachelor of science
degree in fire protection engi-
neering from Illinois Institute of
Technology in Chicago. He has the
Chartered Property Casualty Un-
derwriter designation and is past
president of the Northeast Illinois
Chapter of the Risk & Insurance
Management Society.

***

Terry Steinberg, 34, has been
promoted to assistant vp at Aceto
Corp. in Flushing, N.Y. He is re-
sponsible for risk management at
the company, including claims
handling, health and property/cas-
ualty insurance. He will report to
Donald Horowitz, vp-finance. Mr.
Steinberg joined Aceto in 1976 after
earning a nnaster of business ad-
rninistration degree from Kent
State University in Kent, Ohio. He
also has a bachelor of arts degree in
economics from the State Univer-

sity of New York at Stony Brook.

We'd like to report on staff changes in
your company's risk management, or
benefits department. Contact Paul
Winston, Business Insurance, 740 N.
Rush St., Chicago, Ill. 60611, 01- call
312-649-5442.
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As America's largest professional reinsurer, we've seen itall. Our
/* underwriters are linked electronically to our reinsurance database,
the largest and most useful in the industry.

Use of this database helps us formulate innovative solutions and new
ideas.

Our underwriting expertise is supported by our unsurpassed financial
strength, an important consideration in today's precarious marketplace.

Secure yourtuture. Call on ourexperience today.
General

*Re
America's Largest Reinsurer

General Reinsurance Corporation, Financial Centre, Stamford, CT
Atlanta, Chicago, Columbus, Dallas, Des Moines, Hariford, Kansas City, los Angeles, New York, Philadelphia, St. Paul, San Francisco, Seattle, Montreal and Toronto
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RISK MANAGEMENT SERVICES

issue Date: March 17

Ad Closing: March 4

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

business
insumee

Illinois governor blames
courts for insurance crisis

SPRINGFIELD, Ill.-Saying se-
rious tort reform must be approved
by the Illinois Legislature this year,
Gov. James R. Thompson called
upon legislators to "act: and act
now, to make insurance available,
and at reasonable cost to business

and local governments."
During his State of the State

message earlier this month, Gov.
Thompson, a former U.S. attorney,
said the tort system is the major
cause for the current lack of avail

ability and high cost of liability in-
surance

Reform of the tort system, at a
minimum, must include reform of
joint and several liability statutes,
caps on awards and a modification
of the comparative negligence sys
tem, Gov. Thompson said

IF YOU NEED TOWRM COVERAGE IN
BANGKOK,YOU NEED GOONIYAS FARASAEGEN

Bangkok. Capital city of the
Kingdom of Thailand. A most
curious mix of progress and
tradition can make it quite
difficult to do business here,
but each day many Americans
must. That is why LEGEN is
represented in Bangkok.

Nearly anywhere in the
world you need to conduct
business,fGEN is able to

help. And it is no accident thar
our prices are highly competi-
tive. Or that we can provide
quick quotations.

It comes from knowing
the people and speaking the
language. From the combined
experience of LEtna Life &
Casualty member companies,
Generali Group, and Taisho
Marine & Fire.

For a no-obligation review
of any risk package, you need
go only as far as your tele-
phone. Call Tom McLenithan
to'l free at 1-800-245-4506. Or
jn New York, 212-432-6700.

AEGEN spans the globe,

/ so you need go only as
c %01 I far as LEGEN.

AEGEN INTERNATIONAL,INC

'Some insurance

companies are
also not without

blame,' says
Gov. Thompson.

All of these areas now combine

to cause the unfair "deep pocket"
problem that can result in a party
that is found to be only 10% at fault
paying the entire jury award, he
said.

Illinois State Chamber of Com-

merce President Lester W. Brann

Jr. said his group is in "full agree-
ment" with the governor that the
major cause of the current insur-
ance dilemma is directly related to
the tort system.

However, the governor also said
some insurers share responsibility
for the crisis.

"Some insurance companies are
also not without blame. Their un-

derwriting policies often do not re-
ward businesses with good claims
records and states with progressive
tort systems," Gov. Thompson said.
He proposed a law requiring a 60-
day notification period for all can-
cellation notices.

"In addition, the availability of
claims information should be made

upon request so consumers can
show potential insurers that the
reason for their cancellation, or
large rate increase, was not because
of a poor claims record," the gover-
nor said.

The Illinois Legislature late last
year enacted a bill that prohibits
arbitrary or unilateral cancellation
of commercial property/casualty
insurance policies that have been
in effect for at least 60 days except
in certain cases (BI, Nov. 11, 1985).

Meanwhile, the chamber's Mr.
Brann said he was disappointed
that Gov. Thompson did not call
for substantive changes in the
state's workers compensation sys-
tem during the State of the State
address.

"Changes negotiated with labor
over the last several years have not
materially improved several high
cost areas," Mr. Brann said.

Gov. Thompson only briefly
mentioned the workers compensa-
tion system during his speech, say-
ing that the state's record "is good"
in reducing the cost of doing busi-
ness.

"Labor and business, beginning
six years ago, have acted with con-
cern and statesmanship to increase
reform and to improve our business
climate," said the three-term gov-
ernor, who is running for election
to an unprecedented fourth term
this year.

"Written standards, capping and
cutting of permanent partial
awards, capping attorney's fees,
deregulation of insurers, insurance
disclosure and streamlining the
hearing processes have been large
strides forward," Gov. Thompson
said.

The Illinois Industrial Commis-

sion, which administers the state's
workers compensation system, was
asked by the governor to consult
with business and labor and to sug-
gest further legislative reforms of
the workers comp process for con-
sideration this year.

"We support (the governor's) call
for administrative reforms in our

state's workers compensation sys-
tem. We have been working with
the chairman of the Industrial

Commission for over a year on sev-
eral major reforms," the chamber's
Mr. Brann said.

"This continuing activity will tie
in nicely with the governor's plan,"
Mr. Brann said. .

-
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Can you balance nine
nails on the head of the

standing nail?
If you can, you know

what we go through to
provide Special Purpose
Insurance and Reinsurance

in a time when the indus-

try's capacity is thin and
some coverages are hard to
place at all.
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Striking a balance in today's market.

needs with the responsibil-
ity of preserving our own
unshakable dependability
for the future.

It takes imagination,
and practice-like balancing
the nails, as pictured at left.

Cameron and Colby,
60 Batterymarch
Street, Boston,
Massachusetts
02110.

Cameron and Colby
Boston, New York, Atlanta, Chicago, San Francisco, Los Angeles
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Superpool Superpool members each year Mr Van Slyke explained

Market forecast dismal must contribute a deposit and the If losses exceed deposits, program
Continued from page 3 money will be used to pay claims participants must make up the dif-

Frank James, Redwood Empire above participants' retentions and ference through an assessment
By MEG FLETCHER pool general manager, is president administrative costs, which are es- However, participants hope that

of the new superpool's board, timated at less than 5% deposits and the interest earnings
The commercial market for municipal hability insurance in Cali- which will administer the program Deposits are determined by mul- on them will exceed losses, and that

fornia is nearing collapse for pubhc entities seeking new or renewal The other officers are William tiplying a superpool participant's they will receive a refund
coverages, risk managers say Kaslar, insurance manager for workers' compensation payroll for Yolo County's Ms Scott said an

"In 1986, most cities will not be able to buy liability insurance at Santa Rosa, vp, and Celia Scott, the time of the coverage by a set important feature of the superpool
any price," Charles K McClain, Fremont city manager, told his city risk manager and CEO for the Yolo rate The pool is expected to collect approach was that "we participants
council earlier this year n a memo. County pool, treasurer about $4 million in deposits this have the opportunity of getting our

"As of March 1, 1986, it is expected that nearly 100 California cities Superpool members have made a year, Mr James said deposits back, or some portion of
will be operating without liability insurance," according to a report three-year commitment starting The pool iS designed primarily to them, plus interest "
by Jeffrey W Pettegrevp, risk manager for the Walnut Creek-based Feb 1, although some are Joining solve an availability problem, but it "The Cal JPIA concept has been
Contra Costa County Municipal Risk Management Insurance Au- later this year when their commer- also is generally less expensive in discussed for at least five years,"
thority Cial excess insurance expires the short run and-participants Mr Van Slyke said

"Those that have coverage are paying record-high premiums, and They can choose to participate in hope-in the long run, too Leaders of the three JPAs parti-
may receive notices of non-renewal or clearly unaffordable pre- any of four "programs," which are • Petaluma will pay about cipating in the new superpool were
mium quotes as their insurance coverage expires during 1986," Mr stair-stepped layers of occurrence- $150,000 when it Joins the superpool on the board of directors of the Cal-
Pettegrew added based coverage ranging from July 1 and participates in all four ifornia Assn of Joint Powers Au-

His comments were made in a report presented at a February $250,000 to $10 million $250,000 ex- programs for $10 million in occur- thority, a lobbying and information
meeting of the Public Agency Risk Managers Assn, of which he is cess of $250,000, $500,000 excess of renee-based coverage, Mr Acorne group, when it studied the feasibil-
president $500,000, $4 million excess of $1 said ity of a superpool They are Mr

Risk managers say they know of no insurers that are willing to million; and $5 million excess of $5 It is now paying the Planet In- James, Ms Scott and Edward C
write new municipal liabihty business and only one that is renewing million surance Co $190,000, or 27% more, Bickmore of the San Joaquin pool
sorne coverages. A city such as Petaluma, with in premium for $5 million, or 50% The feasibility of Joint purchase

Planet Insurance Co,, a subsidiary of Philadelphia-based Reliance about 37,000 residents, will partici- less, coverage that expires June 30 of excess insurance was studied be-
Insurance Co, is renewing liability coverage for some municipal- pate in all four programs and retain Petaluma faced a 50% to 100% pre- ginning in November 1984, with
ities, a Planet spokesman said only the first $250,000 of a pooled mium hike for $3 million, or 40% the board of directors of CAJPA,

Three other insurance companies that had been in the market- loss However, larger members, less, coverage on a new claims- consultants from Advanced Risk
Chicago Insurance Co, Harbor Insurance Co and Transcontinental such as the city of Fremont and the made form Management Techniques and the
Insurance Co -have d.scontinued underwriting liability coverages Yolo County pool, will each retain The "significant difference" is brokerage firm of Johnson & Hig-
for municipalities in the state of California, the companies' spokes- the first $500,000 of any loss and that the Cal JPIA will provide cov- gms (BI, Sept 16, 1985) However,
men said participate only in the top three erage on an occurrence, rather than insurance markets detertorated too

- programs claims-made, basis, Mr Acorne quickly and that became "impracti-
said cal," Mr Van Slyke said

• On Feb 1, Fremont paid Subsequently, consultants from
$492,711 to join the superpool's Coopers & Lybrand helped develop
three top programs providing a the proposal, Mr James said
total of $10 million in coverage The superpool approach providesHow to get greater control above a $500,000 SIR answers for many of ltS charter

"When the city last renewed its members' needs, but not all

over health benefit plan costs municipal hability insurance on The California JPIA will not

April 1, 1985, it had to raise its self- pool most pollution liability risks,
insured retention from $250,000 to except for the containment of
$500,000 and the premiums in- spilled hazardous wastes, Mr
creased 1,125% from $44,000 to James said In addition, the feasi-
$539,200 for coverage to $20 mil- bility of pooling property coverageIf you're looking for an on#ine/real-time way to . . .and much more. Over a dozen different bas- lion," Risk Manager Joseph W is only beginning to be discussedprocess health claims. . if you'd like to reduce ic reports have been developed, and a nearly Tonda said Yet, the superpool meets enoughpayment errors, lower administrative costs and unlimited number of variations are available to Commercial coverage this year needs that other public entities are

improve productivity. . .you have reason enough provide precisely the data you need to max- would have cost considerably more, clamoring to Join
to look into Genelcds new Health Benefit imize control over your health plan costs. Plus Mr Tonda said An application process has been
Management System. each report can be scheduled to appear when • Yolo County's pool will pay developed for those public entities
But if you're also looking for more detailed it best suits your needs. $326,667 to the superpool May 1 for seeking admission

the first $5 million in coverage, However, unlike the seven char-claims data to help you make the right dec,-
Choose from multiple which is $51,759, or 13 7%, less than :er members, new superpool mem-sions in the critical areas of cost containment
'tomfort zones" of service the pool is paying Planet Insurance 'oers will not be guaranteed a per-and utilization rev ew - then learning more

Co for comparable coverage How- manent seat on the 10-memberabout this one-of-a-kind health claims system ts You can use our system to process claims ever, the pool's self-insured reten- board The remaining three seatsan absolute must. in-house with our full support, or pay claims on tion is increasing from $350,000 to will be filled by an election
a time-sharing basis us,ng Genelco's computer $500,000, Ms Scott said While a greater spread of riskMore than a quick and easy services. You can even have us pay claims for • Redwood Empire lS the only may be attractive to superpoolway to process claims. you with no obligation to purchase our system participant to pay a deposit larger members, they are more concerned

than its current premium with sharing risks only with partic-With the extraordinary amount of claims data As a large claims adjudicator ourselves
generated by this system, you'll be able to . . (we process over $100 million in claims an- Redwood Empire will pay a ipants who have good programs to

nually), we developed our new Health Benefit $414,000 deposit when it joins March prevent or mitigate losses
• tell where and how benefit dollars are being 1 which is $14,000, or 3 5%, more To further that, the superpool

spent Management System to provide a comprehen-
than its current premium for $30 mu- will have an auditor review claimssive, long term solution to the need for greater• monitor utilization to identify cases of over- hon in insurance coverage However, against superpool participants inefficiencies in the benefits field What thisusage of benefits (or under-usage of cost- Mr James estimates the premium their SIR layers so that small

amazing system is doing for us now, it can dosaving alternatives) would have doubled upon renewal claims do not grow into large ones
• quickly spot large or unusual claims requiring for you, too. March 1, if he could have found an that may pierce the pooled layers

special handling insurer to write it "I canvassed 104 Some say one disadvantage toAsk for our free brochure
• accommodate a full range of modern cost- markets and had no takers" Joining a superpool is that an indi-

containment benefit features, including pre- Just clip and mail the coupon below Wdll rush While annual deposits are re- vidual participant loses its auton-
authorization, concurrent review, second sur- our free brochure to you right away. For faster quired of members, actual costs will omy to decide whether to settle
gical opinion and others service, call aepend upon the loss experience of lawsuits That decision rests with

not only the individual superpool the superpool's board, which has a
participant but also each program duty to control losses that would af-1-314-962-2040
in which it participates feet all members

Don't delay Contact us now to learn why Genel- Separate accounts will be kept The superpool anticipates chang-
cds new Health Benefit Management System for each program year and mem- ing its funding methods if the com-
should be your foundation for effective health bers will pool losses only with other mercial marketplace changes The
plan management and cost control members during any one year superpool could purchase excess in-

The Cal JPIA will calculate each surance if it became affordable In
member's share of pooled costs be- addition, "if the market gets soft weU ginning five years after the end of will sell off claims on a retro basis,"[3 YES, 1 WANT TO LEARN MORE ABOUT GENELCO'S the program year and annually Mr James said

NEW HEALTH BENEFIT MANAGEMENT SYSTEM! thereafter The cost allocation will Eugene Berrodin, who is presi-
[] Send me your free brochure be recalculated annually until all dent of PRIMA's pooling section,
E] Please contact me claims are paid said the California JPIA's approach

"Each member's share will re- marks a"return to the basics" of in-
. n > fleet that member's actual loss costs surance whereby the risk sharers

I *,1, Your Name/Title in the layer of loss from $25,000 per are also the direct loss bearers Mr
occurrence to $500,000 per occur- Berrodin is also director of insur-

Company Name renee," Mr Van Slyke said in an ance services for the Michigan Mu-
internal memo describing the pro- nicipal League

City State ZIP gram for participants Losses less The superpool approach could
than $25,000 will not be considered, work in other states that allow this

1/i
Telephone (be sure to Include your area code) the first $25,000 of each loss will be kind of intergovernmental cooper-

ignored, and no single loss will be ation, Mr James said However,GENELCO

counted for more than $500,000, al- California's legislation allowing for1600 South Brentwood Boulevard
though it may be spread over more Joint powers authorities may makeSuite 500
than one year, he added it easier there, he added

Geneto St. Louis, Missouri 63144

314-962-2040 "This basis for cost allocation was Mr Van Slyke declined to pro-
selected to give a large enough vide details on the approximately
body of loss experience to be credi- dozen superpools being formed or
ble while still providing stability," under study .
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F ourts and juries are now routinely award-
6/ing multi-million dollar settlements.

Recently, ajuryawarded $64 million
to a worker injured on the job; half for
punitive damages.

Unfortunately, much of the money
doesn't end up with the injured party. In a
Rand Corporation survey of asbestosis
cases, injured parties received less than
40% of the award.
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NORTH AMERICAN REINSURANCE CORPORATION 100 EAST 46TH STREEI NEW YORK, NY 10017 (212)907-8000

We fully support just compensation
for injury, but the situation has gotten out
of control.

North American Re believes that in
many cases, punitive damages should be
eliminated, and attorneys' contingency
fees reevaluated.

It's time to make some changes.
Premium rates will continue to rise until the
judicial giveaway ends.

NOETH AME12ICAN

We Take Your Risk
Out Of Reinsurance.
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perspective

Tax plan needs employee impact study
By James A. Curtis

OR THE FISCAL YEAR 1985, thefederal deficit will be approximately
$200 billion. By 1987, it could hit $245
billion.

Yet our congressmen, in their infinite
wisdom, are arguing about what type of
"revenue neutral" tax reform legislation
will be best to achieve vertical and

horizontal equity-vertical equity
meaning that taxpayers who earn more
income pay more tax, and horizontal
equity meaning that taxpayers in similar
situations pay the same tax.

But, any smart businessman knows
that you don't improve your profit and
loss statement by making offsetting
changes in expenses. In other words, all
this argument on revenue-neutral tax
reform, while the deficit is dragging us
under, is like fighting for deck chairs on
the Titanic.

Most tax reform proposals to date are
designed to be revenue neutral by
reducing the number of tax preferences:
that is, taking away many of your
deductions and reducing the tax rate.

Many of the tax preferences that would
be reduced under the current reform

proposals are employee benefits,
including 401(k) plans, pension plans and
other savings and retirement benefits.

But, an interesting phenomenon in the
tax reform proposals is that most of them
do not provide for a comprehensive study
of the impact of these changes on
employees.

I feel that taxpayers deserve to be
treated as well as ducks. If you wanted to
drain a swamp, you would have to file an

speaking out

environmental impact statement as to the
effect upon the ducks.

So, how about a statement about the

effect of proposed benefit changes on
employees?

It is probably the lack of such an
impact statement that has gotten us into
the current predicament regarding
employee benefits. The problem is that
there is no coordinated, thought-out
approach to the question of what benefits
should be tax-preferred to best allow
employees to maintain good health and
prepare for a comfortable retirement.

One major problem is that the United
States has no national retirement policy.
Just as the ducks need an impact study,
we, too, need to agree on a basic set of
guidelines that Congress can consult
when considering a change in tax or
pension laws.

Sen. John Heinz, R-Pa., chairman of
the special Committee on Aging, and
Rep. William Clay, D-Mo., chairman of
the House Subcommittee on

Labor-Management Relations, have
drafted a bill called the Retirement

Income Policy Act.
Although I am not prepared to say that

this bill in its current form is the policy
that should be ado-pted, it does.come to
grips with some important issues. In
other words, it attempts to look at the big
picture.

An outline of the proposed legislation
will give you an understanding of the
decisions that must be considered to

develop a national policy on retirement

benefits.

The important provisions of the
proposed legislation include:

• Separating all plans into retirement
and non-retirement plans. Retirement
plans generally are defined as plans that
pay benefits in the form of retirement
income. Non-retirement, or capital
accumulation, plans may pay benefits at
any time without penalty.

• Stipulating that an employer cannot
provide a non-retirement plan for
employees unless the employees first are
covered under a meaningful retirement
plan.

• Requiring that a retirement plan
must provide a meaningful retirement
benefit, defined as at least 0.5% of

compensation per year of service for a
defined benefit plan, or employer
contribution of no less than 3% of

compensation for a defined contribution
plan.

• Setting a maximum benefit from a
defined benefit plan as the lesser of 100%
of compensation or 200% of the Social
Security taxable wage base, and a
maximum contribution for a defined

contribution plan of the lesser of 20% of
compensation or 50% of the taxable wage
base.

• Limiting salary reduction for
retirement plans to 25% of the Social
Security taxable wage base.

• Setting a limit for benefits from
non-retirement plans of 10% of
compensation or 25% of the Social
Security taxable wage base.

• Setting new vesting requirements of
five-year cliff vesting for retirement
plans other than multiemployer plans,
which must have 10-year cliff vesting,
and one-year cliff vesting for
non-retirement plans.

• Restating integration rules with
Social Security.

• Prohibiting lump-sum distribution
of retirement plan funds prior to age 591/2,
and increasing to 20% from 10% the
excise tax on distributions before age 591A
from Individual Retirement Accounts

and other tax-preferred retirement
savings vehicles.

Sen. Heinz and Rep. Clay are soliciting
input on their retirememt income policy,
and I encourage employers to make their
feelings known.

We are certain to have major tax
changes in the near future, and
employers must make it clear that they
want a determined, considered policy
rather than a shotgun approach.

And, they should keep employees
informed about pending legislation and
encourage them also to make their views
heard.

Lacking a formal study of the impact
of the tax plan on employees, it is the best
we can do.

James A. Curtis is

chairman and chief ez-
ecutive officer of Milli-
man & Robertson Inc.,

. I consulting actuaries in
Seattle.

Insurer has duty to defend policyholders: Court
The Court of Appeals of New York ruled that an

insurer's duty to defend arises whenever allegations in a
complaint against the policyholder fall within the scope
of risks undertaken by the insurer, regardless of how
false or groundless such allegations might be.

In 1974 a product manufactured by The Gillette Co.
was promoted on national television by its advertising
agent, J. Walter Thompson Co. The commercial
compared a rival product manufactured by the
Alberto-Culver Co. unfavorably to Gillette's product in
a demonstration depicting the supposed advantages of
the latter.

Alberto-Culver sued both Gillette and Thompson
claiming unfair competition, deceptive trade practices,
fraud and common-law libel.

Seabord Surety Co. insured both Gillette and
Thompson under separate but similar policies called
"Libel, Slander, Copyright, Piracy, Plagiarism and
Privacy Liability Policy." Seabord disclaimed all
coverage under the policies and declined to defend
Gillette and Thompson.

Later, the underlying suit was settled and the parties
requested Seabord to pay the settlement as well as
defense costs. Seabord refused. Seabord then brought
this action seeking a declaration that it had no duty to
defend or indemnify.

The lower courts declared Seabord breached its duty
to defend.

On appeal, Seabord claimed that clauses in the
policies excluded coverage for fraud or
misrepresentation in advertising as unfair competition
and, thus, it had no duty to defend.

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

legal briefs

The court disagreed, stating that where an insurance
policy includes the insurer's prom:se to defend the
insured against specific claims in addition to
indemnifying the policyholder for actual liability. the
insurer's duty to furnish a defense is broader than its
obligation to indemnify.

The court emphasized that the insurer's duty was not
contingent on its ultimate duty to indemnify if the
policyholder were found liable, nor was it material that
the complaint against the policyholder asserted
additional claims that fell outside the policy's general
coverage or within its exclusionary provisions.

"Rather, the duty of the insurer to defend the insured
rests solely on whether the complaint alleges any
factors or grounds which bring the action within the
protection purchased," the court said. Seabord Surety
Co. vs. Gillette Co., Court of Appeals of New York, Dec.
27, 1984 (BI/02/J.-$5).

Extention of benefits

The U.S. Court of Appeals for the 7th Circuit ruled
that a regulation issued by the Wisconsin commissioner
of insurance was intended to compel life insurers to
provide for extension of benefits after policy
termination, even when the policy contained no
extension-of-benefits clause.

Mr. Walker, a full-time employee, went on sick leave
Jan. 23, 1979, because of a heart problem. He retired on
April 27, 1979, because of total permanent disability,
without having returned to work.

He was electrocuted in a home accident on July 8,
1979.

His employer had a group life insurance policy with
Sun Life Assurance Co. and an accidental death and

dismemberment policy with Continental Casualty Co.
Each provided coverage of roughly $44,000 for an
employee at his salary level.

Effective March 1, 1979-after Mr. Walker took sick
leave but before he retired and died-the two policies
were replaced by two similar policies issed by
Maccabees Mutual Life Insurance Co.

The CNA policy contained no provision for extension
of benefits in the event an insured employee became
totally disabled.

However, the commissioner at the time of Mr.

Walker's death required that every group policy
provide a reasonable provision for extension of benefits
in the event of total disability at the date of the
discontinuance of the group policy or contract during
the continuance of total disability.

None of the insurance companies would pay Mr.
Walker's widow. She sued all three companies.

Maccabees paid her under the group life policy and
then cross-claimed against Sun.

The trial court ruled in the widow's favor against
CNA but for Maccabees

On appeal, CNA argued that the extension provision
of the commissioner was inapplicable to cases such as
this one, in which the group policy contained no
extension-of-benefits clause. The court noted that there

was an inconsistency in the insurance commissioner's
rule.

The court concluded that the commissioner simply
had botched the regulation in the drafting process. The
court believed that the insurance regulation was
intended to require an insurance company to provide
for extension of benefits after termination of the policy.
Since Mr. Walker still was totally disabled when he
died, the court said that his death benefits became due.
Walker us. Maccabees Mutual Life Insurance Co., U.S.
Court of Appeals for the Seventh Circuit, Jan. 24, 1985
(BI/02/F.-$5).



When Unionmutual makes a commitment,
we don't say one thing and do another.

Our commitment to employee wellness,
for example, led us to ban smoking in all
Unionmutual facilities. No smoking. No
exceptions. We're one of the few companies
who have taken this bold step.

We're also committed to making wellness
work for you and your clients. You'll find
many features that recognize the benefits· of
healthy lifestyles in Unionmutual's broad
range of life and health insurance plans.

But our most important commitment is
our UNUM commitment to excellence. It's

our pledge to strive to be the very best at
everything we do. That means offering you
and your clients the best insurance products
and services in the industry.

Talk to a Unionmutual representative
today. You'll see that when we make a com-
mitment, there are no buts about it.

Unionmutual
The commitment to excellence.™
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RIMS sessions managers will know what to ask manager to attend a track course on language Jack Gardner, second vp at Travel-
brokers and consultants and also managing stress, during which And, because "we're all out there ers Corp, in Hartford, Conn

Continued from page 3 how to tell when the answers they Professor Laurie Bilik of The Col- negotiating our risks to the best of Other courses within the RMIS
A panel of experts will discuss get are reasonable, she said lege of Insurance in New York will our ability," a course on negotiating track will focus on

the disappearing D&0 market, al- Sandra McCall, risk manager at speak techniques should be particularly • Safety and claims manage-
ternatives to D&O insurance and Apple Computer Inc of Cupertino, The program will be moderated helpful, Ms Carangi said ment and RMIS Speakers Include
give an explanation of D&0 poh- Calif, is the scheduled moderator by Steve Heumann, vp and trea- David A Duran, insurance man- Richard F Denning, president of
cies, as well as give suggestions on of the risk financing session surer of International Mill Service ager for Midland-Ross Corp in Risk Sciences Group Inc ; John P
filing claims Speakers include Terry Coleman, Inc in Philadelphia, on April 17, Cleveland, will moderate the pro- Hickey, vp at Bayly, Martin & Fay

John G Pinner, assistant trea- principal consultant at Risk Ser- and by Marilyn Maffucci, assistant gram, and Raymond Crapo, princi- International Inc, and Arthur E
surer of Mattel Inc in Hawthorne, vices of California in Fountain directorofconferencesat RIMS, on pal consultant at Woodlawn Parry, manager of risk manage-
Calif, will moderate the panel, Valley, James A Robertson, presi- April 18 Heights T&D Associates, is the ment services at The Wyatt Co
which Includes Joseph P DeAlle- dent of James A Robertson & As- Also of note is a course on return scheduled speaker • Employee benefits and the
sandro, president of New York- sociates Inc in Costa Mesa, Calif, on investment analysis, moderated The third track program offered personal computer Speakers in-
based National Union Fire Insur- and Margaret W Tiller, president by Lise Miller, senior risk analyst during the RIMS conference will clude Hugh Gibbons, director-legal
ance Co of Pittsburgh, Pa . and Ro- of Tiller Consulting Group Inc. in at CIGNA Corp in Philadelphia expose risk managers to computer- department at Blue Cross/Blue
berta A Davis, vp and department Corona Del Mar, Calif Speakers include· Mitchell J Cole, ized risk management information Shield of Maryland, Paul Back-
manager at Johnson & Higgins of But today's risk managers are vp and principal of Tillinghast, systems H Gordon Heile, risk lund, principal consultant at The
California more than just specialists in risk Nelson & Warren in Darien, Conn, manager at Asplundh Tree Expert Wyatt Co., and James F Fitzpa-

Also noteworthy is a session on and insurance matters, according to John M Cozzlino, director of re- CO in Willow Grove, Pa, is Coor- trick, employee benefits manager
risk financing, which will teach Kathleen Carangi, risk manager search at The College of Insurance, dinating the program for the Congregation of the Sisters
risk managers for Scott Paper Co in Philadelphia. James V. Davis, chairman of the Risk managers who attend a of the Holy Cross in South Bend,

• How to compare risk financ- "We are managers in the pure research and development division "nuts and bolts session" on deter- Ind
ing alternatives from a financial sense of the word We must super- of Corroon & Black Corp and its mining needs and designing an • Spreadsheets, allocations,
standpoint vise and motivate our staff and Advanced Risk Management Ser- RMIS should be somewhat familiar modeling, management reports

• Non-financial considerations those who provide services to us vices division, and Richard E with computers, Mr Heile stressed. Speakers Include David Clock,
• Claims administration options We must communicate, negotiate Hinds, risk manager for Florida "It is not designed to take someone chairman of the finance depart-
• Insurance policy analysis and delegate to these individuals as Power & Light Co in Miami who's never heard of a computer " ment at the University of Central
44

Many risk managers have for- well," she explained Two other sessions that Ms Speakers during this session will Florida in Orlando, and Lawrence
gotten their calculations," said Ms That's why this year's RIMS con- Carangi recommends will focus on include Scott Gilmour, vp-market- J Ely, account executive at Corpo-
Larcamp "They need to know how ference also Includes a general presentation pointers, including ing at Corporate Systems in rate Systems Joseph Casey, corpo-
far they can go before they hurt management track, designed to public speaking and body language Amarillo, Texas; Charles K An- rate risk manager at A Duda &
their shareholders " hone those managerial skills The courses are divided into two derson, director of engineering and Sons Inc of Orlando, Fla, will

After taking this course, risk Ms Carangi urges every risk sessions because "there was too ergonomics at Back Systems in moderate the session
much information," she said Dallas, and Janice Hackett, finan- • How to design a system utiliz-

Speakers for the public speaking cial analyist at Corroon & Black ing a data base Speakers include
sessions include Vanessa Czer- Advanced Risk Management Ser- Tracy Carragher, vp at Alexander
niawski and Elizabeth D'Aniello, vices in Nashville, Tenn & Alexander Services Inc ; Mark
both training specialists at Alex- Another session, "RMIS Deci- Dorn, president of SOFTECH Inc
ander & Alexander Services Inc in sions PC vs Mainframe, Etc," will in Livonia, Mich, and David A
New York survey various types of systems Tweedy, consultant at Betterly

"

If anyone lS qualified to teach and outline how they differ in Risk Consultants in Worcester,
public speaking, it has to be the terms of basic mission and the Mass The moderator will be
brokers," Ms Carangi noted amount of user skill required, ac- George F Blackell, assistant man-

The speaking course will be led cording to Mr Heile ager-insurance and risk manage-
by Mary C Harrington, risk and Speakers include Richard W ment division at American Can Co

. insurance manager at Suburu of Kieffer, president of Gallagher in Greenwich, Conn
Includes Amenca Inc in Pennsauken, N J Risk Data Inc in Rolling Meadows, In addition, a computer seminarNEW 1986 K.T Montalbano, director of ad- Ill, Richard Bikenfeld, marketing and an accompanying exhibition- forms.I ministration at Trans Technology sales representative at Corporate will give attendees some "hands-on

with the NEW book Corp in Sherman Oaks, Calif., will Systems, Jim Blinn, vp at Tillingh- practice" in using an RMIS, said
moderate session focusmg on body ast, Nelson & Warren Inc, and Rom Lewison, corporate risk and

16511IESS IlliERIUP11011 111SililICE insurance manager at Degussa
Corp in Teterboro, NJ, who lS
coordinating the show

by Robert M. Morrison, J.D., CPCU; Companies participating in the
Alan G. Miller, J.D., CPCU; computer exhibition include Anis-
Stephen J. Paris, J.D., CPCU, CLU ties Inc, Brokers Service Agency,

Califbrnia Interactive Computing,What are the P's and E'si Evelve words - Parties, Property, Penis, Productiv-
CIGNA Corp, Coopers & Lybrand,tty, Penod, Profit and Extent, Expenence, Exclusions, Efforts, Extras, Enough

- offenng you an easy way to understand the complex business interruption Corporate Systems, Crawford &
contract You'll find this unique approach only in BUSINESS INTERRUP- Co, Dyer Wells & Associates, GAB
TION INSURANCE ITS THEORY AND PRACTICE Business Services, Arthur J Gal-

This new book from The National Undenvnter Company mcludes an MACLEAN, ODDY & ASSOCIATES, INC. lagher & Co. Inc, Lawson & Asso-
anatysts of the insurance Services Office's new Business Income Coverage

Domestic & International Insurance Brokers ciates, Liberty Mutual Insurance
forms which are slated for introduction in 1986, and mandatory for use in Co, Resourse Information Manage-
Januag 1987 Insurances effected at Lloyd s London and representing ment, Risk & Benefit Management

New forms are Just one reason why BUSINESS INTERRUPTION INSUR- maJ0r U S insurors. Systems, SOFTECH Inc, and Trav-ANCE should be part of your professional library You'll also appreciate the fact
that iCs elers Corp

0 wntten by three authors who are well-respected throughout the insurance We are pleased to announce the formation of our Casualty Division The computer seminar will take
place on the lower level of thecommunity for their extensive expenence with thts form of insurance; This division concentrates on the marketing of medium and large com-
Metro Toronto Convention Centre0 thorough with approximately 400 pages, mercial and industrial accounts specializing in·

The track programs, offered for• easy to understand for it assumes no pnor knowledge And the glos-
san' clearly defines important words, the second year, focus on single

0 well-documented . with endnotes for each chapter and a special • GAS, ELECTRIC & WATER UTILITIES themes, explained Ms Carangi, co-
section of cases and citations. ordinator of the general manage-

What's more, it's well organized Part I... • RAILROADS & TRANSIT SYSTEMS ment track With so many seminars
0 introduces you to the 1986 Business Income Coverage forms and to choose from, registering for theexplains the unique 6 P's and 6 EN method for analyzing business • RAILROAD PROTECTIVE LIABILITY RIMS conference can be extremelyinterruption contracts,

confusing, she said Track pro-0 explores the theorv and historv behind these forms • PHARMACEUTICAL MANUFACTURERS grams are designed to coordinatePart II shows you business mterruption msurance in Pragtice You'll meet
the vanous people who have a stake m this coverage and their involvement attendees' programs
at each step • CONSTRUCTION PROJECTS FOR Registrants also can arrange a

0 Process of Insunng the Risk OWNERS/CONTRACTORS smorgasbord program by selecting
The owner the mtermediary (agent) the underwrtter courses from each of the three

0 First Steps When Loss Occurs
• HOSPITAL MALPRACTICE (CLAIMS MADE FORM) tracks, she said

The loss manager the adjuster the accountant Ms Carangi reminds prospective
0 Process of Settling the Claim Determination of Insured's Liability conference-goers to register early0 Process of Lit*bon • MANUFACTURING & PRODUCTS RISK

for track sessions, because space lSThe attorney
limitedTb order your copies of the first new book on thtS subject in over a decade - • ASSOCIATIONS & BONA FIDE GROUP SCHEMES

BUSINESS INTERRUPTION INSURANCE - use the order coupon below Registration fees for the full con-
or call TOLL·FREE 1400-543-0874 Single copy: $35.00 ference are $595 for members and

$695 for non-members For a par-
tial week, the fees are $475 for

THE NATIONAL UNDERWRITER CO 2-21 members and $575 for non-mem-420 E FOURTH ST

CINCINNATI, OH 45202 bea The cost for one day is $195

For further details, please contact· Stanley Partridge For further information, contact

Stuart Dobbie the RIMS Conference Department,
Please send me copies of BUS[NESS INTERRUPTION INSURANCE 205 E 42nd St, New York, N Y
and bill me (Shipping & handling charges are addittonal) Nancy Beck 10017,212-286-9292

Peggy Cavagnaro

Name Executive Placement

2121 San Jacinto, Suite 1818, L.B. #7, Dallas, Texas 75201 Nationwide specialists In
Company (214) 969-0090 Telex: 163191 FAX: (214) 9224113 COMPENSATION & BENEFITS
Address V.I.P. RESOURCES, INC.

278 Cratton Avenue
(Exclusively through Agents and Brokers)

City State ap Staten Island, NY 10314

(718) 494-6725 Joseph Gross
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Berkshire Hatha ay
wants to write

your bus business
Andwegiveyouunequaled
financial strength as well.*

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

Our National Indemnity Group has
more than 35 years of experience under-
writing bus6s of all types and sizes.

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

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

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

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

BERKSHIRE HATHAWAY INSURANCE GROUP
NATIONAL INDEMNITY COMPANY · COLUMBIA INSURANCE COMPANY

CONTINENTAL DIVIDE INSURANCE COMPANY · CORNHUSKER CASUALTY COMPANY
CYPRESS INSURANCE COMPANY · HOME AND AUTOMOBILE INSURANCE COMPANY

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

REDWOOD FIRE & CASUALTY COMPANY

*A.M. Best's most recent comparison ranks the
Berkshire Hathaway Insurance Group first among all
major property/casualty Broups in their kep measure-
ment of financial strength - Best's test of gross
leverage. See Best's Insurance Management Report
Property/Casualty Release No. 6 March 4, 1985.

.
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7th Annual

Petroleum Insurance

Conference

1 *N*Fus
AT YOUR

OWN RISK
0® 11.4

March 23-25, 1986 New Orleans, LA.

It's a new world in the insurance market place.
All the old rules no longer apply. New short
term strategies have to be developed to deal
with the '86 insurance crisis.

Risk Management is more important than
ever. PIC will give both the insurance sellers
and buyers an opportunity to focus on solu-
tions to the current disarray in the insurance
market.

INC '86 is designed for: Operators, Producers,
Service Contractors, Risk Managers and
serious industry investors.

The

Petroleum Industry
Risk & Insurance

Management Manual

An industry first. A one-of-a-kind authoritative
desk top reference. Specifically designed and
written for the Petroleum Industry. Over 300
pages of what-to-do and how-to-do-it. The
A-Z of Risk Management.

For More Information Call or Write:

Professional Development Institute
P.O. Box 13288, NTSU

Denton, TX 76203-3288

Outside Texas 800-433-5676

D/FW Metro 267-5671

1 (817) 565-2483

Clinical Diagnostic Laboratories
Professional Liability

7

This fine program featu res a well respected
carrier, a prudent rating basis and a wide range
of optional limits of liability. In this troubled
marketplace we are pleased to be able to
continue to offer a viable market to our
agents and brokers for their insureds.
For further information or applications call or write .

COVER CORPORATION
RO. Box 5096. Southfield. Michigan 48086
Telephone: (313) 358-4010 Telex: 23-5635

4

Combined International

buys life insurance firm
Combined International Corp. in

Chicago has agreed to pay $557
million for Life Insurance Co. of
Virginia, an underwriter of group
and individual life and health in-

surance products.
Combined, which currently

writes primarily accident and
health insurance through its insur-
ance company subsidiaries, "has
been looking for a prestigious ac-
quisition" that would give it wider
appeal, according to a spokesman.
"This is it."

Combined is also the parent of
Rollins Burdick Hunter Co., the
nation's seventh-largest insurance
brokerage.

The acquisition is expected to be
completed sometime in the second
quarter.

The spokesman said purchasing
the Richmond, Va.-based insurer
from KMI Continental Inc. will
give Combined a new line of prod-
ucts "that we aren't heavily in-
volved in."

Combined is particularly in-
terested in the insurer's universal

life product, he added, though Life
of Virginia also underwrites a vari-
ety of other individual and group
health and life coverages, annuities
and pension products.

Life of Virginia reported reve-
nues of $525 million last year and
assets of more than $2 billion.

Name change
L.W. Biegler Inc., a Chicago-

based managing general agency,
has changed its name to Crum &
Forster Managers Corp. (Ill.).

Biegler, which was formed in
1971, now is part of C&F Un-
derwriters Group, another Crum &
Forster unit headquartered in
Basking Ridge, N.J.

In addition, the firm is closing its
Toronto office.

1 markets
Richard E. Stone, Biegler's 4

chairman and chief executive '

officer, said the decision to
close the office was made be-

cause of limited growth and 
profit potential in the Cana-
dian liability and specialty in- '
surance market.

It also is an effort to con-
tinue the consolidation of un-

derwriting activities in the
Chicago headquarters, he
added.

Other name changes at
Crum & Forster are:

• L.W. Biegler Inc. (N.Y.) is '
now Crum & Forster Manag-
ers Corp. (N.Y.).

• L.W. Biegler Inc. (Fla.) is ,
now Crum & Forster Manag-
ers Corp. (Fla.).

• R.L. Blue & Co. is now /
Crum & Forster Benefit Man-

agers Corp.

New reinsurer
Constitution Reinsurance

Corp. in New York has agreed .
to manage Finmar Re Insur- 4
ance Co. of Frankfort, Ky. '

A spokeswoman for Consti- f
tution Re described Finmar as
a multiline reinsurance corn-

pany and said Constitution Re ,
would give the recently '
formed Finmar "guidance and
help as it enters the reinsur-
ance market"

Finmar was formed in late

December with initial capital
of $10 million. It is owned by
the Petrofina Group of Brus- 9
sels. Petrofina is a petrochemi- .
cal firm that already owns or ,
participates in several non-
U.S. insurers and reinsurers. • 6

Pollution coverage changes
face uphill fight in Senate

By ROBERT A. FINLAYSON

WASHINGTON-A Senate subcommittee is set to hold hearings
this week on a House-passed bill that would retroactively extend the
deadline for hazardous-waste facilities to meet federal financial re-
sponsibility requirements. But, there appears to be little support in the
Senate for the measure.

The Senate Environmental Pollution Subcommittee will hold hear-
ings Feb. 24 on H.R. 3917, which would retroactively extend the Nov.
8, 1985, deadline for meeting the financial responsibility rules.

The House passed H.R. 3917 on a voice vote Dec. 16 after some
last-minute maneuvering by Rep. James T. Broyhill, R-N.C., ranking
minority member of the House Energy and Commerce Committee, t
But, it appears lack of interest may kill the bill in the Senate.

Proponents of the measure had argued that hundreds of hazardous-
waste facilities would be forced to close because of the congressionally
imposed deadline for meeting the requirements.

But statistics recently released by the Environmental Protection
Agency reveal that only about 60 companies were forced to close their
waste facilities because they could not comply.

The November 1985 deadline was set by Congress in a 1984 amend-
ment to the Resource Conservation and Recovery Act, which was
designed to prevent the EPA from delaying implementation of the
financial responsibility regulations.

Those rules require all companies operating hazardous-waste dis-
posal facilities either to demonstrate that they can self-insure their
environmental liability exposure or to obtain environmental impair-
ment liability insurance.

Many larger companies were able to pass the financial test, but
smaller firms have complained that they cannot pass the test and,
because of the tight insurance market, cannot obtain EIL coverage.

Environmental Pollution Subcommitee members hope to get addi-
tional information on the House bill at the hearing, staff members
explain, but they admit that the measure is not a top priority.

They note that subcommittee members are currently working on
several major environmental bills, including an extension of the Su-
perfund, which is now in a House-Senate conference committee.

H.R. 3917 allows for a maximum one-year extension of the deadline
to Nov. 8, 1986. To qualify for the extension, a facility must file certain
information with the EPA and demonstrate "good-faith efforts" to
satisfy the financial responsibility rules. The bill provides that the
EPA may reject the certification and deny the extension.

The bill also would require the EPA to modify the financial regula-
tions to provide other alternatives to EIL insurance, including indem-
nity contracts, surety bonds and corporate guarantees.

The House bill requires these modifications to be made by March 1..



Manville plan
Continued from page 2

One addition to the plan, how-
ever, is the creation of a trust fund
for the payment of asbestos prop-
erty damage claims against Man-
ville brought by local governments.
More than $86 billion in claims are
pending against Manville for the
removal of asbestos from govern-
ment buildings.

Under the plan, Manville would
provide $125 million in cash-as
well as insurance proceeds not used
to settle asbestos bodily injury
claims-to pay property damage
claims.

Property damage claimants will
also have the right to any assets in
the proposed asbestos health trust
not required for bodily injury
claims.

Like the trust fund for bodily in-
jury claims, the property damage
trust will be administered by five
independent trustees and include a
settlement facility that will deter-
mine the amount to be paid for
property damage claims.

Even with the support of all
creditor groups, the proposed plan
still must go through a number of
steps before it is confirmed by the
bankruptcy court. However, Man-
ville hopes to have the plan con-
firmed by Jan. 1, 1987, a company
spokesman said last week.

As presently constituted, the re-
organization plan calls for creation
of a trust for bodily injury claims
funded by:

• An initial payment by Man-
ville of more than $800 million, in-
cluding cash, short-term receiv-
ables and proceeds from insurance
policies.

This also includes $5 million in
cash "in lieu of," and in full satis-

faction of, punitive damage obliga-
tions for bodily injury claims that
will be applied for charitable pur-
poses for treatment of asbestos-
caused disorders. ,

• Issuance of a $1.65 billion bond
paying annual installments of $75
million starting four years after a
reorganization plan is finalized.

• Manville common stock equa-
ling 50% of the company's out-
standing shares, plus preferred
stock that could be converted to

Bermuda plans

captive campaign
HAMILTON, Bermuda-The

Bermuda government has agreed
to help finance a drive to attract
captives to the island.

The administration of Premier

John Swan will partially finance a
"Come to Bermuda" campaign at
the Risk & Insurance Management
Society Conference, to be held
April 13-18 in Toronto.

The promotion will include a
specially prepared brochure on the
advantages of doing business from
Bermuda, a booth that will be

manned by government tourism
department staff members and in-
dustry representatives and a cock-
tail reception for hundreds of RIMS
registrants.

The cost of the promotion has not
been revealed.

Premier Swan will make an ap-
pearance at the conference along
with Bermuda Finance Minister

Clarence James and Finance Secre-

tary Jim Brock, who oversee the
regulation of insurers in Bermuda.

The administration's decision to

give financial aid to what ranks as
Bermuda's second-most-important
industry after tourism follows ef-
forts last year to reduce disincen-
tives to incorporate in Bermuda.

In November, the administration
announced it was applying a
$25,000 ceiling on the amount of
stamp duty payable by newly
formed insurance companies,
which previously have been re-
quired to pay a duty of 0.25% of
their authorized capital. .

'Manville cannot bridge the disputes among
creditor factions by offering more to unhappy
groups. Either those groups will have to make

peace with each other, or we will have to go back
to the drawing board,' Mr. McKinney says.

the equivalent of an additional 30%
of the company's common shares if
needed to pay claims.

• Beginning in the fourth year,
Manville contributions of 20% of

annual net profits, to the extent
funding needs are not met by pay-
ments under the bond or other pay-
ments.

In addition, the plan calls for the
establishment of a claims-handling
facility to provide "fair, reasonable
and objective settlements" and me-
diation, binding or non-binding ar-
bitration and medical reviews.

However, if claims are not settled
through the facility, claims can be

pursued against the trust in state
and federal courts.

In his statement, Mr. McKinney
acknowledged the strong opposi-
tion to the plan from bank and
trade creditors and from preferred
and common shareholders.

"Unless the creditors represented
by the creditor committees vote in
favor of the plan, the plan will not
be confirmable and will have to be

renegotiated," Mr. MeKinney said.
He added that it was uncertain

whether opposition by sharehold-
ers could ultimately prevent com-
pletion of the plan.

A spokesman for Manville said

negotiations are continuing with
shareholders and commercial cred-
itors.

"Absolutely," he said. "We will
continue to negotiate."

A representative of the creditors
committee told Business Insurance,
"If the plan stays in its present
form, we will oppose it. We don't
believe that with the way the set-
tlement will work and with the

burdens placed on the creditors
committee, that it is fair."

Commercial creditors want 100%

compensation of their claims for
principal of about $450 million plus
interest from Aug. 26, 1982, when
Manville filed for reorganization.

The company said that as cur-
rently drafted, the plan would not
deliver the full amount.

Manville also said that it was un-

certain whether proposed new
shares of preferred stock to be is-
sued for present shares of preferred
stock would, if issued today, trade
at prices comparable to Manville's
present preferred stock, which is

'prrprr
„rrrrr
I,rrr-r-r-
•Prrf-F-F-
•Prrfr.

trading on the New York Stock Ex-
change.

"Similar uncertainties exist re-

garding Manville's common stock,"
the company said.

It would not speculate about the
trading value the markets might
give the new preferred stock and
Manville's common stock if the

plan is confirmed.
In addition to requiring court

confirmation, the plan is also sub-
ject to a number of conditions in-
cluding:

• Receipt by Manville of appro-
priate tax rulings.

• Determination of standards to

be used by the trust for paying
property damage claims.

• Satisfactory arrangements for
legal fees for plaintiffs' attorneys.

• A final order of the

bankruptcy court enjoining any fu-
ture action to collect or recover any
claim against Manville after the
plan is approved, including bodily
injury or property damage claims
or future bodily injury claims. .

INSURLAW
For nearly 40 years, NILS

Publishing Company's National
Insurance Law Service has been

the insurance industry's source for
legal information. Starting in 1986
this same information will be

available on-line as a new library
exclusively on LEXIS® named
INSURLA™

Imagine, all 50 states' insurance
laws, regulations and related

regulatory materials available on
demand, in seconds. With
INSURLAW, you'll get the
information you need, when you
need it. INSURLAW on

LEXIS. To find out more about

INSURLAW, call our
Publication Development
Department at 1.800.423.5910.
In California call 818-998-8830.

LEXIS® is a service of Mead Data Central, Inc.

NILS Puillishing Comlan¥
One of the ABC PLBUSHING ® Companies 06020301
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Business Insurance gives you total news coverage of loss pre-
vention, risk financing and benefit management. Every week.
Annual subscription (52 issues) in U.S. dollars.
(Check here.) Surface Mail. By Air.
USA 0=
Canada 0 $76 E MOB
Bermuda (Air only) 0 $105
Europe/Middle East CAir only) 0 $105
All other foreign 0 $76 Rates on request.
[3 new subscription. 0 renewal. 0 payment enclosed.
0 bill me. 0 bill company.

name

title

company

natureof business

(please print)

0 business or E] home address

telephone

city state/country zip/posta code

C] Please send information on your special 20%-off group rate
for five or more subscriptions.

0 I prefer not to receive information or advertising by mail km
companies not affiliated with Crain Communications.

Mall to: Business Insurance
Circulation Dept 965 E Jellerson Ave., Detroit, MI 48207 H86

New Mexico

Continued from page 2
• Creating an interim legislative

committee of four senators and

four representatives to study the
entire workers compensation sys-
tem and report back to the Legisla-
ture during the 1987 session.

Among other things, this com-
mittee is to study how well the sys-
tem is working using the new defi-
nitions of impairment.

• Capping attorneys' fees begin-
ning July 1 and requiring that fees
be subtracted from the total settle-
ment amount. Fees would be deter-

mined by a complicated formula on
a case-by-case basis.

This provision also is slated to
expire July 1, 1987, and also will be
szudied by the special legislative
committee.

"S.B. 110 is the bill everyone has
agreed on, but it doesn't go as far as
the business community would have
liked," said Wayne Ciddio, legisla-

"A proficient pilot isa safer pilot. Ifs
as simple asthat • John W Teets

Chairman of the Board, CEO
The Greyhound Corporation

"1'm not a pilot, but I make it my business
to know enough to be able to evaluate
every department at Greyhound, Our
flight department, for example, is a
significant investment. And we receive a
good return in efficiency and productivity
Naturally I insist that it be a safe,
professional operation.

V Ve demand the best fromour

pilots. And we support them with the best
training- regular recurrent simulator
training at FlightSafety International.
Simulators are the only way that pilots can
experience and practice handling
possible emergency situations-like a
blown tire or an engine fire-that could
never be practiced in the aircraft.
Regular simulator training develops a high
level of proficiency and that automatically
means you've got a safer pilot.

"The arguments for simulator training
are overwhelming. That's been the
experience of the airlines and the military
and we totally agree. Insurance carriers
agree too; our insurance rates reflect the
fact that Greyhound Corporation's pilots
train with FlightSafety

he other econcmics are favoraole

when compared to companies that
choose to conduct "training" in their own
aircraft. With FlightSafety's simulators we
schedule training sessions when we
need them-and -he airplanes remain
available to us for executive trans-

portation. Of course, simulator training
Is unafected by weather or air traffic.
And the fuel cost is zero.

/ \11 in all, FlightSafety helps us run a
safe, effective flight operation. Sixteen
manufacturers of business aircraft
endorse FlightSafety training.
So do we."
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For more information

call Jim \Naugh, \IR
Marketing at (718) 565-4120 collect, or
write FiightSafety Internationa!, Dept. N065,
Marine Air Terminal, LaGuardia Airport,
Flushing, N.Y. 11371. Telex 667573UW

FlightSafety
international

'1 don't like it at all.

Would you, if rates
were frozen?' asks

Mountain States' Mr.

Garrett.

tive manager for the Greater Albu-
querque Chamber of Commerce,
which has about 2,100 members.

About 19 local chambers of com-

merce, as well as a dozen or more
employer trade associations, sup-
port the bill, he said.

Insurers, however, were not in
favor of the rate freeze provision.

"I don't like it at all. Would you,
if rates were frozen?" asked Sher-

man Garrett, president of Moun-
tain States Mutual Casualty Co., a
large workers compensation in-
surer based in Albuquerque.

Some sources said the insurance

industry may challenge the legisla-
tion in court on constitutional

grounds.
However, John Lacy, a director

of government, consumer and in-
dustry affairs for the National
Council on Compensation Insur-
ance, said an insurer committee
will review the legislation before
deciding what action to take.

The NCCI already is in court
fighting the disapproval of an aver-
age 37.1% rate increase. The State
Board of Insurance found the filing
excessive and on Dec. 23 entered an

order denying the new rates (BI,
Feb. 3).

In addition to S.B. 110, three
6ther pieces of legislation were be-
fore the Legislature last week. The
approval of these measures was a
"foregone conclusion," according to
one capital observer, although one
bill was bogged down in the House.

One of those measures-H.B. 56

-calls for an appropriation of
$500,000 to fund the new adminis-
trative system within the Employ-
ment Securities Department.

Under this bill, a workers com-
pensation director and hearing offi-
cers would be appointed between
July 1 and Dec. 1. They, in turn,
would set up the administrative
rules of the system.

Claims would continue to be filed
with the courts until Dec. 1, after
which they would be filed with the
new administrative operation.

Another bill-H.B. 215-calls for

workers compensation rates to be
filed by individual insurers rather
than en masse by a ratemaking or-
ganization.

If New Mexico adopts this law, it
would become only the 10th state to
have an open rating, or competitive
rating, statute.

According to Chris Krahling, ex-
ecutive assistant to the governor,
Gov. Anaya likes the concept of
open rating because "he believes in
a free enterprise system."

Some members of the House,
however, were not as keen on the
measure, and it was stalled in that
chamber last Wednesday.

Representatives of insurers, em-
ployers, unions and others involved
in work comp issues were calling
sources throughout the country last
week to get more information
about how open rating works and
whether it is cost-effective in order

to lobby legislators.
And still another measure-this

one affecting all commercial lines
of insurance in addition to workers

compensation-was expected to be
approved. This bill, S.B. 226, re-
quires quarterly financial reporting
by insurers.

"In reviewing the method by
which rates are approved in New
Mexico, the governor felt there was
a need for additional information

regarding insurance profit/loss
portfolios. . .taking into considera-
tion investment income and re-

serves," said Mr. Krahling. Such
information can be used to make
objective rate adjustments, he
noted.



Lloyd's official
Continued from page 3

In 1975, he joined the Treasury
Department, and in that position he
was responsible for the industrial,
monetary, taxation and counter-in-
flation aspects of central economic
policy.

In 1977, Mr. Lord joined Dunlop
Holdings as director of corporate
planning and managing director of
Dunlop International.

From 1980 to 1984, Mr. Lord was
managing director of Dunlop Hold-
ings Ltd., which is the parent com-
pany of Dunlop Group.

During that time, Dunlop was
experiencing financial troubles.
In 1984, the company suffered a
net loss of 88 million pounds, pri-
marily due to extraordinary
items, with pretax profits of 27
million pounds.

Banks put together a reconstruc-
tion plan, which finally jelled in
1985.

Major management changes oc-
curred, and Dunlop was subse-
quently sold to BTR Inc. P.L.C. for
101 million pounds last year.

Mr. Lord, as managing director,
was instrumental in selling off
Dunlop's loss-producing European
tire operations to Dunlop's long-
time Japanese partner, Sumitomo
Rubber Industries Ltd., in Septem-
ber of 1983.

But in 1984, the banks pressed for
Mr. Lord to be replaced as manag-
ing director by Sir Michael Ed-
wardes, who is known for bailing
out financially troubled British
companies, particularly car manu-
facturer British Leyland.

The 42 banks that supported
Dunlop were owed more than 400
million pounds and "became irrita-
ble," recalled former Dunlop
Chairman Maurice Hodgson, who
is now chairman of British Home
Stores.

"I refused to replace Alan," Mr.
Hodgson told Business Insurance,
and as a result he, Mr. Lord and the

entire Dunlop board resigned.
Mr. Hodgson called Mr. Lord's

selection for the Lloyd's post "a
splendid appointment."

"I read about the appointment
with pleasure," he said.

John Havers, Dunlop's group in-
surance manager at the time, also
praises Mr. Lord.

"He was supportive of risk man-
agement principles and practices
and supported the formation of a
captive called Maxfort Insurance
Ltd. in Guernsey," Mr. Havers told
Business Insurance.

"I can think of no better appoint-
ment for Lloyd's," Mr. Havers con-
tinued. Mr. Havers now works as

Midlands regional director for bro-
ker Hogg Robinson Ltd. after he
was laid off by BTR last year fol-
lowing the acquisition.

"He has a tremendous brain and

he is very incisive. He didn't get
the credit for keeping Dunlop
afloat that he should have gotten,"
said Mr. Havers.

When asked last week if he

thought he was tough enough to fill
the job at Lloyd's, Mr. Lord replied
in the affirmative. As proof, he
pointed to his laying off 8,000 Dun-
lop employees to save the remain-
ing jobs.

"Sadly, that was the price of sav-
ing the jobs of the other 4,000 em-
ployees," he said.

Mr. Lord said he believes that

Lloyd's should not be regulated
under the new financial services

bill that currently is going through
Parliament.

The bill, which does not include

regulation of Lloyd's, will further
regulate the British financial in-

Mr. Lord has held several non-

executive directorships with the
Bank of England, John Matthey
Bankers Ltd. and Allied-Lyons
P.L.C. However, he will resign all
his outstanding appointments to
take on the role of Lloyd's chief ex-
ecutive.

The position of chief executive

.f *i " tai*tlijA¢#f. n61
bett*r appointment

for Lloyd's. He has a
* tremendous brain,'

says Mr. Havers.

was created in 1983 at a time when

scandal was rife at Lloyd's and the
Lloyd's Acc of 1982 had just been
enacted.

Mr. Davison, 52, a former part-
ner in the accounting firm Arthur
Andersen & Co., joined Lloyd's to
help amprove its image by promot-
ing tougher regulations and codes
of conduct.

Mr. Miller paid tribute to Mr. Da-
viscn's work during the last two
years, saying it was "fitting and
proper to record publicly the deep
sense of debt Lloyd's owes to Mr.
Davison in the evolution of a suc-

cessful system of self-regulation." .
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DATA BASE: IRI
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
ofloss 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-rar rooms. All of this information is ofvalue to
producers, insureds, and IRI. We want toknow how and wAy things happened, where
they happened, and what we can do to prevent their recurrence. In property markets,
the lessons of the past direct future activities.

Back in 1982, This Kind of Loss Analysis contributed greatly tothe development
of OVERVIEW, IRI's total management program for loss prevention and control. Dur-
ing thisperiod, IRI examined 1,169 losses, which totaled$172 million. Weconcluded
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 isalso Applying OVERVIEW 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 innicted hundreds of mil-
lions of dollars of loss on business and industry throughout the world during the past
fewyears.) That's why special sections in the Pre-Emergency Planning portion of
OVERVIEW deal with getting prepared for hurricanes, floods, and arctic freeze. When
IBI 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, whefl a new building is planned andbudgeted, so are
the extinguishing systems and loss prevention pro- 17*,sh'al
grams necessary to keep it functioning. It's all in OVER-
VIEW Just ask your servicing IRI loss prevention 75isk
consultant for assistance, or contact Mrs. R A Sasso,
IRI, 85 Woodland Street, Hartford, CT 06102, area code bnsurers(203) 525-2601 and request a complimentary copy of
the OVERVIEW brochure.

66,000 properties
insuredworldwide
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Treasury options While benefit experts welcome the Trea- Increasingly, companies will have to turn erty/casualty losses against profits earned by
sury option to raise the 401(k) limit to $10,000, to so-called excess, or top-hat plans, to pro- other corporate units

Continued from page 1 compared with $7 000 in the House bill, they vide promised benefits that exceed Section But Walter Vinyard Jr,an attorney with
Under the Treasury Department option, are concerned that liberalizing 401(k) defer- 415 limits Excess plans, unlike qualified Zuckert, Scoutt, Rasenberger & Johnson in

contributions to an IRA would be offset dol- rals would be "paid for" by cutting maximum plans, are not advance-funded Employer Washington, says risk managers should favor
lar for dollar for those employees who defer pension benefits and contributions contributions are made only when benefits limitations on companies filing consolidated
more than $8,000 to a 401(k) plan For exam- The new 401(k) options would cost the are paid, so benef.ts are more costly to pro- tax returns from using losses at property/cas-
ple, if $9,000 were deferred to a 401(k), an Treasury Department $4 6 billion in reve- vide because there is no buildup of invest- ualty subsidiaries to offset profits earned by
employee only could put $1,000 in an IRA nues over the next five years compared with ment interest income Tax deductions also other units

By contrast, the House-approved tax bill the House proposal, while reducing maxi- are taken only when they are paid He believes such offsetting has played a
calls for reducing employee contributions to mum pension benefits and contributions And, since there are no assets in the excess key role in wild price swings When com-
an IRA dollar for dollar by 401(k) deferrals. under Section 415 of the Internal Revenue plan, the benefits are less secure panies know they can offset property/casu-
For example, if a single employee deferred Code B ould raise $6 billion over five years- "You have only paper promises" with an alty insurance losses with other corporate
$1,000 of salary to a 401(k) plan, he or she a net revenue gain of $1 4 billion excess plan, said Frederick Rumack, director profits, they don't price policies according to
could only contribute $1,000 to an IRA "Staffers have set it up in their minds that of taxes and legal services for Buck Consul- the true risk, he argues When losses become

Under current law, 401(k) deferrals have 401(k) will be paid for with new 415 limits tants Inc in New York so steep, insurers then have to seek huge rate
no effect on IRA contributions rather than through another revenue expen- On the property/casualty side, the options hikes Limits on offsetting would result in

• Placing unspecified limits on the ability diture item," said Mark Ugoretz, executive paper says limitations could be imposed on more pricing stability, Mr Vinyard said
of companies that file consolidated tax re- director of the ERISA Industry Committee, a companies filing consolidated tax returns While the Risk & Insurance Management
turns to offset corporate profits with losses Washington-based benefits lobbying group from offsetting corporate profits by losses Society doesn't have a position on the issue,
incurred by property/casualty insurance representing large employers from their property/casualty units. "We would have a disposition toward favor-
company subsidiaries "There had been intense pressure for a While the Treasury document doesn't spell ing consolidation because we believe it at-

A provision in the House bill says that higher 401(k) limit," notes Dallas Salisbury, out exactly how strict the limitation should tracts capital to the industry, which so very
losses from a property/casualty unit that re- president of the Employee Benefit Research be, the option says such a change would raise much needs capital, said Jon Harkavy,
ports a negative number on Line 18(b) of its Institute in Washington But that employer $300 million in revenue over five years director of governmental affairs and general
annual convention statement cannot be used pressure may ease as companies realize how Insurers are divided about the effect such a counsel for RIMS in New York.

to offset profits of a corporation that files a much the Section 415 limits would be re- proposal would have on corporate buyers. Meanwhile, no official date has been set for
consolidated tax return duced to offset revenue losses, he adds Some insurers say that corporations that the Senate Finance Committee to begin

An insurance industry official said last Benefit experts say new cuts in defined file consolidated tax returns would be reluc- marking up the House-passed tax bill.
year, however, that few companies would be benefit and contribution limits will Jeopar- tant to purchase insurers or invest needed Sources say consideration-at the earliest-
affected by this provision (BL Nov 25, 1985) dize the security of pension benefits capital if they were unable to offset prop- will not start until mid-March .

the professional marketplace
RATES AND CLOSING TIME:

Rates: Display classified is $79.50 per column inch, minimum of one inch. Straight
classified is $6.50 per line, minimum of 5 lines. Count 34 characters per line (include Tuesday, 6 days preceding publishing date. No verbal phone copy accepted.
each space and punctuation as a character). Additional $13.00 charge for blind box Prepayment required. Mail ads to Beverly KluxdaL Classified Advertising,
ads. Only those responses which fit into a business size envelope will be forwarded. 740 N. Rush St„ Chicago, IL 60611. For more information call 312-649-5340.
Responses are forwarded daily.

Illinois "HMO Dental" Type Corpora-
tion Seeking Buyout or Investment REINSURANCE ACTUARY

Capital SERIOUS INQUIRIES ONLY Actuanal consulting firm is seeking Advertise your
Box 1958, BUSINESS INSURANCE OPPORTUNITY ASAor FSAforgroupconsulting Must
740 Rush Street, Chicago, IL 60611 have 2+ yrs experience in individual

health or groupinsurancelines Destr-
Professional reinsurance un- able candidates will also have some openings in the REINSURANCE DIRECTOR

E.collint opportunity In the Carolmas
with national brokerage for commer- derwriting company available management experience Send re- A Reinsurance professional ts needed Immediately to work
cial property casualty producer Large for acquisition Fully staffed sume to Northwest Consulting, 1756

114th Ave SE. Suite 204. Bellevue. WA Business as Director of Reinsurance operations for our fast growing,
accounts experience preferred Send
complete resume to Large profitable portfolio Ex- 98004, orcall (206) 451-3807 casualty/property company located in Peoria, Illinois This

Box 1956, Business Insurance cellent opportunity to estab- position ts highly visible and reports directly to the Vice
740 Rush St , Chicago, IL 60611

lish a reinsurance company HARVARD AMES BROUP Insurance President, Underwriting
MGA Forming liE /N VIE Synds Needs only financial backing Executive Search

Expenence required Includes the at),lity to initiate, interpret,Reins treaty In place for prop pkg
business seek investors particularly Confidentiality guaranteed Risk Management. Benefits and Professional and evaluate reinsurance contracts, analysts of reinsurerse-
wholesale brokers Exclusive state Reply to Insurance Professionals
production rights offered Pls rept> curity and hands on experience tri obtaining Letters of
to

Box 1949, Business Insurance
6 Holcomb St PO Box 15006 Marketplace. Credit

Box 1939 Business Insurance

740 Rush St Chicago IL 60611 740 Rush St., Chicago, IL 60611 West Haven, CT 00516
A college degree In business or insurance is required(203) 933-1976
-CPCU designation a plus, knowledge of microcomputer

DEPARTMENT MANAGER applications will be helpful The successful candidate will

Business Insurance 11 (CLAIMS) RISK MANAGER have a track record of at least 8 years proven experience

$29.330 to $37,010 Annually City of Portland. Oregon ($45.698annually, pluscomprehensive City Weoffera salaryto $6OK and an outstanding fringe benefits

Circulation Qualifications Age not over69. have a -paid benefits pkg ) Plan, develop and guide the risk management package Including profit sharing
BA degree in Bus or Public Admin policy of the City, develop and manage self-administered, self-m-
from a recognized college supple- sured programs providing workers comp and liability coverage for Send resume and salary history in confidence to

Breakdown* mented by course work in workers City, establish and maintain an aggressive and effective program to Box 1959, Business Insurance
comp , subrogation management, prevent and minimize losses Degree in Risk or Business Administra 740 Rush St., Chicago, IL 60611property/casualty claims adjustment tionhighly desired Application must berec'dor postmarked by Feb-

Commercial Consumers and arbitration. OR have a BA degree EOE (M/F)
and have completed one or more of the

ruary 28,1986 Resume without application will not be accepted For

following programs CPCU, AIC, AIM. application contact
Administrative:

ARM OR ALCM. and have 6 years full- PORTLAND CIVIL SERVICE BOARD
time paid experience with claims andCEO's presidents and owners 2.983 1220 S W Sth Ave , Room 100

Vice-presidents general managers subrogation involving vehicles, prop-
erty. workers' comp . and general lia- Portland, Oregon 97204

and other administrative personnel
2,758 bility claims. 3 years of which is m a 503-248-4352 REGIONAL CASUALTY

supervisory capacity A valid driver It-
EOE

cense and safe driving record is re-
Financial:

quired A MA Degree in Bus or Pub MANAGER
Admin maybe subsitituted for 2 years

Chief financial officers and vice-pres,-
of experience Liberal fringe benefits As the world's leading insurance broker, we at Marsh

dents of finance 2.018
Contact by March 14,1986

Secretaries, treasurers. controllers SUPERVISOIL & Mclennan are dedicated to providing our clients
and other financial personnel 6 484 PERSONAL/HUMAN RESOURCES OEPT with the highest level of service and to offering our

COUNTY OF WAYNE

628 City County Bldg LOSCONrROLAND CLAIMS employees unlimited career opportunities Our rapid
Risk/employee benefits: expansion and growth has created a need for a

Detroit. MI 48226 Tel 224-7835
Regional Casualty Manager in our Regional

Vice-presidents, directors, managers, An Equal Opponunity Employer Ourindustrial firmin NortheastOhioseeksaquali-
and other related department person-

Marketing Group located in San Francisco, California
fiedprofessionaltoorganizeanddirecttheCorporate

net of Insurance, risk, employee bene-
fits, personnel, compensation, pen- PROFIT CENTER losscontrol activitiestoinclude hazard evaluation, In this challenging position you will counsel account

OSHAcompliance, technical training, investigation, executives in the Pacific-North Region providing
sion. safety security, industrial rela- MANAGER
tions, human resources and employee/ claim management, and loss data base manage- direction in matters relating to market data and
labor relations 8,111 Robinson-Conner, Inc one of ment. Qualified candidates should possessamini- market presentations

the top independent insurance mum of five ydars' experience as a loss control This is a high profile casualty position which requires
Sub-total 22,354 agencies in the United States ts professional Preferred candidatesshouldalsohave a professional with a minimum of 5 years' direct

seeking an individual to manage a Bachelor's degree (a BSin Safety Management experience in the Insurance brokerage market YouAssociations 483 our central Pennsylvania branch
Government unions and educational wouldbeaplus),excellent communicationskillsand should possess strong market and coverage knowl-office Bottom line respons,bili-
systems 1252 a willingness to travel approximately 20% edge, excellent written and verbal communicationsties as well as managing active

sales personnel in placing com- skills, and outstanding interpersonal and problem
Commercial Consumers

merctal and personal Insurance Ifyourbackgroundmatchestherequirementsforthe solving skills
Sub-total 24,089 Staff of 20, commissions in ex- above position, we welcome your appl,cat,on We If you are looking for a career that offers you the

cess of one million dollars Mini- offeracompet,tivesalaryandtheexcellentbenefits greatest personal satisfaction and opportunity forInsurance agents and brokers 10285 mum 5 years previous agency/ package you would expect of a progressive organi-
insurance companies 6,739 growth then please submit your resume with salary
Financial institutions 748 broker management sales ex- zation Please forward your resume and salary his- history to Laura Higbie, Marsh & Mclennan, Inc.,
Actuaries, attorneys, adjusters ap- perience Excellent compensa- tory to Three Embarcadero, P.O. Box 3880, San Francisco, CA
pralsers and consultants 3,808 tion and benefits package In
Others allied to the field 1,308 confidence send resume and N.A.S. CONFIDENTIAL RESPONSE SERVICE 94119-3880. An equal opportunity employer m/f

salary history to
TOTAL 46,977 Statler Office Tower/Penthouse/Dept. SLl

Daniel P. Kuzio Euclid Avenue At East 12th
* Source Business/Occupational Sr. Vice President Cleveland, Ohio 44115 Warsh &
breakdown of qualified circulation, ROBINSON-CONNER, INC.
Nov 25, 1985 issue, as submitted to 1030 State Street An Equal Opportunity Employer W/F/H/V
BPA for December 1985 BPA Publish- Erle, PA 16501
er's Statement #AI.Lennan

EOE M/F/H
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CIGNA disedunt plan asbestos-related losses are not being discounted, to discuss reserve discounting Mission plan
p he,said, explaining CIGNA expects to pay its re- All the groups ercept RAA agreed to supportContinued from page f '« maining asbestos-related losses within two years modified reserve discounting for tax purposes in Contznued from page 1

disagree about whether CIGNA's move might However, in its statutory statements filed with return for other concessions, sources say unacceptable "
encourage other under-reserved insurers to dis- state insurance departments, CIGNA will dis- While noting that AIA has not taken a position "They're kidding themselves lf
count contributions to reserves in their statutory count reserves for several lines by a total of on discounting statutory reserves, Mr Jones said they think there can be any
filings about $600 million that the group had agreed to support discounting progress on this plan without the

"Somebody is going to look at this and say, 'This About $283 million of the $600 million discount for tax purposes as long as all property/casualty cooperation of our people," Mr
is the way out of our reserve deficiency,"' observed relates to work comp reserves, Mr Arton said insurers use the same set of actuarial assump- Heffernan added
one insurer executive who requested anonymity Though CIGNA will add only $100 million to tions, including fixed discount rates for particu- The opposition of these debt-
This is too tempting a way out of it " these reserves, the insurer is increasing the dis- lar lines of business and industry average payout holders was the primary reason
Some observers still voice the fear raised by count applied to previously established reserves, periods for losses in those lines that AFC Chairman Carl H

the trade groups in the fight against the Treasury resulting in the $283 million discount and a net NAIrs Mr Wegenke added that the trade Lindner backed down from the
proposal last year that discounting could further decrease of about $183 million in statutory re- groups agreed to support some form of discount- original rescue plan, forcing the de-
weaken an industry that still may be 10% to 20% serves for workers comp losses, he explained ing as a substitute for other forms of prop- velopment of the latest proposal,
under-reserved for ltS future loss liabilities Another $265 million of the $600 million dis- erty/casualty taxation contained in the House- according to Mr Clark

"It takes some of the safety margin out of the count relates to other casualty lines, including passed tax bill, H.R 3838 Some of these propos- Mr Lindner was unwilling to
balance sheets of those companies," one insur- professional liability and excess casualty, Mr als-such as an alternate minimum tax on pref- stand'behind his promise that AFC
ante company executive said Arton said He added that the professional liabil- erential income and partial taxation of municipal would contribute $125 million to

CIGNA last week reported that its prop- ity class does not include much medical malprac- bond income-could be retained in the bill, Mission American while the threat
erty 'casualty group suffered an operating loss of tice business, a hne where many insurers routin- which is now being considered by the Senate Fi- of bankruptcy loomed He feared
$12 billion for the fourth quarter of 1985 and ely discount loss reserves nance Committee staff, Mr Wegenke noted he would lose the $125 million to
$1 3 billion for the full year, including the $12 The remainder of the $600 million discount re- While the debate over discounting for tax pur- creditors
billion charge taken for reserve strengthening lates mainly to domestic reinsurance reserves, poses continues, insurers also disagree about the M ission American, now MIG's

Without the charge, the group would have re- according to Mr Arton likelihood of other insurers following CIGNA's flagship underwriter, is to assume
ported operating income of $322 million for the State regulators are waiting to get more infor- lead in discounting statutory reserves for losses most of MIC's policies under both
fourth quatter and an operating loss of $1455 mation-including CIGNA's statutory filings due other than workers compensation of the proposals
million for the full year March 1-before deciding whether to approve "A lot of senior managements of major com- But, the current proposal no

This compares with operating losses of $91 1 the insurer's discounting plans panies are opposed to discounting loss reserves," longer mentions AFC as contribut-
million for the fourth quarter of 1984 and $398 8 Peter F Kelly, chief examiner of the Connect- said one insurer executive who requested ano- ing any money to Mission Ameri-
million for all of 1984 icut Insurance Department, said the department nymity "I do not feel that they've been waiting can Instead, the proposal provides

The property/casualty group also reported will look at the amount of reserve increases for in the wings and that now they will Jump on the incentives for MIG to raise $75 mil-
earned premiums of $1 17 billion for the fourth each line of business and the amount of discounts bandwagon " hon within three years, which ob-
quarter of 1985 and $4 43 billion for the full year, to be applied each year for each line before de- The official speculated that CIGNA may have servers expect will come from
up 114% from $105 bilhon and up 88% from ciding if those discounts are appropriate been forced by the sheer size of its reserve con- AFC
$4 07 billion for the same periods in 1984 Regulators could disallow the discounts if they tribution to discount the addition for statutory Mr Bunner asserts, however

Using generally accepted accounting princi- are found to be inappropriate, a spokeswoman purposes It may not have been able to swallow a "Things will have to happen faster
ples, the propertv/casualty group's combined for the Pennsylvania department said full $12 billion charge to surplus, he said than that There's absolutely no
ratio after policyholder dividends hit 222 9% for CIGNA, however, is "optimistic" that its statu- Mr Garton declined to respond to this sugges- way any of us will sit by and wait
the fourth quarter of 1985 and 149 4% for the full tor> filings will be approved, Mr Arton said tion

year including the $1 2 billion charge He added that CIGNA 15 "reviewing" the pos- Another insurance company executive, how-
Without the charge, the GAAP combined ratio sibility of continuing to discount reserves for ever, observed that many under-reserved insur- 'Everybody thought

would have been 116 3% for the fourth quarter long-tail liability losses other than the tradition- ers may decide that a discounted contribution to
and 121 4% for the full year This compares with ally discounted workers compensation line statutory reserves may be the most attractive

the creditors didn't

a combined ratio of 1234% for the fourth quarter "There is a case, on an ongoing basis, to allow way to address inadequate reserve levels have any other
of 1984 and 128 8% for the full year discounting of certain very long-tail lines other "I rather doubt that this is going to be an iso-

The $12 billion reserve addition-actually than workers comp," Mr Arton said lated case," he said of CIGNA choice, but they did,'
$124 billion before tax credits-amounts to In seeking state regulatory approval of its Our- CIGNA's Mr Arton also added that "over time Mr. Clark said.
about 16% of CIGNA's year-end 1985 prop- rent discounting plan, CIGNA also is testing the we would expect more support from (other in-
erty/casualty reserves of $7 3 billion states' willingness to approve such ongoing loss surers) as they come to understand" discounting -

It includes $674 million for general casualty reserve discounts, Mr Arton suggested Some insurance industry analysts, however,
losses ($220 million of which will go to profes- And, other insurers appear willing to accept are skeptical about reserve discounting for the that long "
sional liability lines) $300 million for commer- discounting of loss reserves for tax purposes same reasons cited last year by trade groups When they were initially ab-
cial package business, $100 million for work Insurer trade groups last year fought a Trea- June Hoffer, an analyst with Prudential- sorbed in negotiations with the Cal-
comA $80 million for domestic reinsurance, $50 sury proposal that would have discounted tax de- Bache Securities in New York, observed that the ifoI nia Insurance Department and
million for marine, aviation and other lines, $32 ductible contributions to loss reserves to reflect property/casualty industry can't afford to dis- MIC reinsurance poheyholders to
mill, on for personal lines, and about $5 million interest income earned on the reserves before count reserves on a broad basis or it will become ball out MIC, representatives of
for property insurance, Mr Arton said claims are actually paid The effect would be to "more under-reserved than in the past " MIG and AFC did not regard the

Reserves for relatively short-tail business-in- increase insurers' taxable income. She doesn't expect many companies to follow debtholders' bankruptcy petition
cluding property and personal lines-will not be However, representatives of five trade groups CIGNA's lead, though, since most recognize they with the seriousness at later proved
discounted for statutory accounting purposes, -AIA, NAII, the Alliance, the National Assn of have problems setting adequate reserves -even to deserve, Mr Clark explained
Mr Arton said Mutual Insurance Companies and the Reinsur- on an ultimate basis, let alone on a discounted MIG, AFC and the department

In addition, about $120 million in reserves for ance Assn of America-met earlier this month basis " i believed once they explained to the
creditors what they had to gain by

Tylenol coverage supporting the original bailout and

Continued from page 2 Additions to TPA directory what they had to lose by proceed-
ing with their bankruptcy drive,

believed J&J did not purchase the coverage even when it was available, they would drop their action, he
possibly fearing it would damage litigation on its 1982 recall The following companies Membership: Society of Profes- said

J&J is seeking coverage for the 1982 recall from its excess liability insur- were Inadvertently omitted sional Benefit Plan Administrators. "Everybody miscalculated, and
ers (BI, Sept 2,1985) AUS District Court Judge is considering motions for from the directory of third- they were wrong. Everybody
summary judgments from both sides, says Linda Novak, an attorney for party administrators that ap- Handel Group Inc. thought the creditors didn't have
J&J with the New York firm of Patterson, Belknap, Webb & Tyler peared in the Jan. 27 issue of P.O. Box 709.53 Academv St., any other choice (but to accept the

She also says Johnson & Johnson is also now appealing aUS District Bunness Insurance. Poughkeepsie, N.Y 12602,
914-4544041

plan), but they did." Mr Clark said
Court Judge's ruling that MeNeilab, the J&J unit that manufactures Ty- "When AFC found out it wasn't

lenol, cannot recover lost profits under the business Interruption clause of Benefit Plan
Year founded: 1957 gwng to go away, (negotlatlons) re-

a property policy written for J&J by Affiliated FM Insurance Co Administrators Inc. Services provided: 35% claims quired a completely different
MeNeilab sought coverage for more than $110 million m product recall, P.O. Box 3208, Wichita, Kan administration, 5% adjusting, 3% au- lack"

business inter I uption and extra-expense losses incurred in the 1982 recall 67201,316-262-3578 diting, 57% other services While AFC and MIG now are

when Itsued Affiliated FM and the excess hability insurers in U S District Region served: Middle Atlantic trying to convince the debtholders
Court in Newark In November 1982 Parent company: Health Care and New England states that they would fare better under

McNeilab subsequently dropped its claim for extra-expense coverage, Plan of America. Specialty: Employee bene- the new rehabilitation plan than
noting that buslneis interruption losses would exhaust the $50 million limit Year founded: 1971. fits/group insurance 6596 health in- they would as bankruptcy credi-
of the Affiliated FM policy The case has since been spht mto two separate Services provided: 80% claims surance, 25% pensions. 5% life, 1% tors, Mr Clark also notes that if the

administration, 20% other services professional liability, 4% miscellane-cases, says Ms Novak state Superior Court approves theRegion served: Kansas, Okla- ous
One observer familiar with the product integrity market says J&J may homa, Missouri, Arkansas, Louin- Self-insured clients/claims: Ad- rehabilitation plan, "it would

have been reluctant to purchase product impairment integrity coverage ana ministration 40 clients, approxi- pretty much put the deck against
because it might have weakened ltS contention that the 1982 recall should Specialty: Both property/casu- mately $20 milhon claims paid. Ad- the bankruptcy creditors"
be covered under its business interruption and excess liability policies alty and employee benefits/group justing 10 clients Auditing: 10 However, the bondholders could

Meanwhile, others say the product integrlty 1mpalrment Insurance mar= insurance 90% health, 8% disability, Projects conducted press their bankruptcy case and
ket is disappearing (BI, May 27, 1985) 2% life Client mir: 80% multiemployer jeopardize the current plan

Self-insured clients/clainls: Ad- plans, Taft-Hartley plans andThe coverge is "all but impossible to obtain on any semblance of reason- The bondholders are seeking ammistration. five clients, $35 mil- union-sponsored plans, 20% cor-able terms," says Stanley King, director of corporate risk management at dollar-for-dollar payment for whatlion claims paid porations and not-for-profit orgam-
Kellogg Co in Battle Creek, Mich Client mix: Administration zations they are owed, but there's not dol-

Terry Van Gilder, vp and senior national underwriting manager at three corporations, one pubhc/gov- Staff: 30 total staff members. 25 lar-for-dollar there," he says
Chubb Corp 's executive protection department, says Chubb, one of the ernment entity, one Taft-Hartley of whom serve self-insured clients If MIG enters Chapter 11, the de-
few insurers providing the coverage last year, stopped writing product plan. Health plans. 2,400 employees only. partment probably will take con-
impairment Integrity insurance at the beginning of the year and is now covered Charges: Adminmtration and ad- trol of Mission American to provide
running off the business Staff: 12 total staff members, five Justing. per capita Auditing on re- more funds for MIC policyholders,

.It never became a large enough book of business to be self-sustaining, of whom serve self-insured chents tainer
only. 1985 gross revenues: Not re- Mr Clark says. The action would

he says "It Just never became a very large part of our operations," he adds substantially diminish MIG's abil-Charges: Administration per em- ported
Chubb, which offered product integrity coverage for three to four years, ployee per month, $3-$8 50 Branch offices: New York and Ity to pay stock dividends by cut-

provided up to $10 million in limits, he says 1985 gross revenues: $300,000 Newburgh, N Y ting off its maJor source of income
Lexington Insurance Co, an American International Group Inc affili- total, $240,000 from claims services. Principal officers: Bernard Mission American's earnings

ate, still writes product integrity impairment insurance, a spokeswoman Branch offices: Sales office in Handel, president, Shirley M Han- If MIG is forced into bankruptcy,
says Oklahoma City. del, secretary; Gilbert Krom, direc- MIG's creditors might get 50 cents

Principal officers: Jerry W tor."We are open to writing product integrity, but the reinsurance market is on every dollar owed them, and
Cole, president; Larry Armfield, vp; Membership: Society of Profes-very limited right now," she says Limits and deductibles "depend on the that could be 10 years from now,
Bob Vohs, secretary/treasurer sional Benefit Plan Administrators.

individual risk, and since the reinsurance market is so limited right now, speculates Mr Clark
we would have to take a look at them as they came in," she said . Continued on nert page

t
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Insurance bill try, said insurers, which blame the But Richard B Berman, execu-

tort system for may of the indus- tive vp of public affairs and human
Continued from page 1 try's problems, have not provided resources at S&A Restaurant Corp , White House readies proposals
Forster in Washington, said in an the empirical link between prob- a Dallas-based restaurant chain,
interview that businesses should lems in the civil Justice system and said the civil Justice system is in WASHINGTON-While Congress discusses the liability insurance
have the option to set up risk reten- higher rates need of reform crisis, the Reagan admmistration soon will make its own recommen-
tion groups when liability coverage "If the tort law lS the problem, He gave an example, involving dations.

is not available from commercial why have states with low litigation his company, of how the tort sys- At a White House conference last week on tort reform, Attorney
insurers experienced higher rates'" he tem iS becoming flooded with friv- General Edwin Meese said the administration will unveil within 30

While the Danforth-Kasten pro- asked "The insurance industry olous suits that are costly to defend days its recommendations for civil Justice reform, according to those
posal was favorably received, other will have to prove its case " and drive up the price of insurance attending the meeting
proposals suggested at the hearing Sen Pressler complained that Mr Berman, the only business The report and recommendations, which are being drafted by a
found little support "we haven't gone beyond the fin- representative to testify at the panel of federal officials (BI, Nov 18, 1985), is one of the administra-

As expected, Sen Paul Simon, D- ger-pointing stage hearing, said a patron consumed tion's highest priorities, Mr Meese reportedly said
Ill, advocated a partial repeal of But, just as insurers haven't sup- several drinks at an S&A restau- According to James Coyne, executive director of the Washington-
the McCarran-Ferguson Act so that plied the data on how the tort sys- rant before leaving He then posst- based American Tort Reform Assn, who attended the White House
property/casualty insurers would tem lS responsible for the tighten- bly had additional drinks else- meeting, Mr Meese said he had misgivings abot setting up a com-
lose much of their immunity from ing market, "other than accusa- where mission to probe problems in the civil Justice system because the
federal antitrust law The McCar- tions, consumer groups haven't The patron later collapsed He issue has been sufficiently studied
ran-Ferguson Act leaves primary produced evidence that insurers was assisted by another person, At a subsequent briefing, Assistant Attorney General Richard
regulation of the insurance mdus- are conspiring," Sen Pressler who was hit and inJured by a car, Willard ruled out any kind of federal reinsurance program, stating
try with the states added Mr Berman said That person is that it would not be practical in the current economic environment,

Sen Simon, who charged that Indeed, there was no shortage of now suing the restaurant, charging Mr Coyne said.
property/casualty insurers' recent accusations at the hearing, many of that he would not have been in- Mr. Willard did suggest some kind of federal involvement in the
losses resulted from poor pricing them supplied by consumer advo- Jured if the restaurant had not product liability area, but he did not provide details.
decisions in the early 1980s, said in- cate Ralph Nader served drinks to the patron, Mr "We're optimistic about the high level of interest at the White
surers "can get together and raise Mr Nader blamed much of the Berman said House in civil justice reform," said ATRA's Mr Coyne
rates 300%" liability insurance crisis on un- "We are opening up the system to

"It is legally possible," he noted, derwriters at Lloyd's of London, a lot of frivolous suits." Mr Berman
adding that insurers can collec- charging that Lloyd's underwriters said "You can be 1% to 2% respon- the average annual size of Jury ver- risks Soon other competitors felt
tively decide not to write certain are refusing to reinsure U S liabil- sible and have to pay 100% of the dicts in product liability cases rose that $95 would lure the account,
lines ity risks as a tactic to pressure damages " to $1 25 million in 1984 from then $85, then $80 and the down-

"They ought not to be able to get American legislators to take away Edmond Rondepierre, senior vp $237,462 in 1973 ward spiral continued," Mr Beer
together and say 'Let's charge so consumer rights and general counsel with General Mr Maisonpierre said that in- said
much for this risk,' " the Illinois While Lloyd's has said it has suf- Reinsurance Corp in Stamford, curred losses are rising faster than "In general, the price competi-
Democrat sail fered heavy losses in the U S mar- Conn , noted that the rapidly premium volume, noting in his tes- tion that followed was generally

But Sen Simon's picture of an in- ket (BI, Jan 20). Mr Nader attrib- changing legal system has made it timony that in 1984 premiums in- not based upon sound underwriting
dustry that periodically unites to uted Lloyd's problems to "internal almost impossible for underwriters creased 9% while losses climbed or particularly favorable loss expe-
set rates or limit capacity was dis- corruption" and a high amount of to predict their costs 18% rience of those industries that ben-

puted by other witnesses property damages claims due to Jet- "We saw standards of defense "What this means, of course, lS efited," he said
While noting that the insurance liner crashes and satellite losses erode for medical malpractice," Mr that current premiums are still At the same time insurers were

industry often engages in -lem- Mr Nader advocated the estab- Rondepierre said, noting that Gen- likely to be inadequate to pay losses not properly pricing their product,
ming"-like behavior, Tillinghast's lishment of a temporary federal re- eral Re had to add $100 million to which will be incurred on newly courts expanded insurers' habili-
Mr Beer said property/casualty insurance facility "to send a mes- medical malpractice reserves in issued policies and further in- ties, Mr Beer said For instance, in-
rates are individual-not collective sage to Lloyd's" that foreign rein- 1984 because earlier assumptions creases will need to be imposed on surers discovered that pollution ex-
-decisions surers cannot control the U S rein- about claims costs were incorrect policyholders," Mr Maisonpierre posures they intended to exclude

William H McCormick, chair- surance market "We have very httle confidence said in his statement from general liability policies were
man and chief executive officer at And, while Sen Danforth com- in predicting the future In our Another witness, Tillinghast's being interpreted by courts as
Fireman's Fund Insurance Cos in mented at the hearing that the na- present system we lack predictabil- Mr Beer, captured the attention of being retrospectively covered, he
Novato, Calif, said anyone who be- tion is overrun with litigation, Mr ity to make quotes," he said the committee as he outlined in a explained

66lieves that there is "an old-boy net- Nader described the U S civil Jus- Reinsurance problems will per- 20-minute presentation the reasons Finally, in mid-1984, insurers
work" that sets rates "doesn't know tice system as the "best in the sist until there lS more predictabil- for the dramatic capacity contrac- realized that a self-destructive
what he is talking about world " Such a system shouldn't be tty," added Andre Maisonpierre, tion in the commercial liability in- price war would have to come to an

Other witnesses noted that if in- changed because of insurance in- president of the Reinsurance Assn surance market end, as major corporations-like
surers conspired to limit coverage, dustry mismanagement, he said of America in Washington With the lights darkened in the American Express Co, ITT Corp
the McCarran-Ferguson Act would Disputing industry contentions In his written testimony, Mr hearing room in the Russell Senate and Xerox Corp -reported serious
not exempt them from antitrust that courts are inflating awards and Maisonpierre provided statistics to Office Building, Mr Beer ex- earnings deterioration, mainly due
charges Such actions would be overcompensating victims, Mr back up the industry's claim that plained, with the use of charts, that to the poor performance of their
deemed an illegal boycott and be Nader said awards and settlements the civil justice system is to blame the current problems are complex, property/casualty insurance subsi-
subject to antitrust law have done no more than keep up for problems in the commercial in- with no simple solutions diaries

However, others at the hearing with inflation and added that many surance market, including Poor underwriting results, he 44It was in this environment that

besides Sen Simon criticized the victims are not compensated • An increase in product liabil- said, can partly be traced to the insurers began to increase premi-
industry's practices "One of 20 victims of medical ity suits filed in federal courts rampant price competition of the ums in an attempt to achieve a

Sen Larry Pressler, R-S D,a malpractice don't get any money," Some 13,554 suits were filed in early 19803, an era in which insur- more appropriate rate level," Mr
self-described friend of the indus- he said 1985, compared with 6 132 in 1979 ers were eager to write as much Beer said

• An increase in lawsuits business as possible to take advan- Since commercial general liabil-
against public officials Today, 28% tage of high interest rates tty loss ratios have been so high, it

insurance services guide
of local governments are facing "Under the premise that $100 is notsurprisingthatcommercial 11-
lawsuits, compared with 14% in collected today would create $120 ability hnes have experienced the
1982 available to pay losses a year from sharpest premium increases and

• Rising court awards Accord- now, many underwriters initially coverage restrictions, Mr Beer
ing to a sample of reported cases, chose to charge $100 for those $120 said .

Use the Insurance ATWOOD & CO. Mission bailout plan
Services Guide to Consulting Actuaries

Reinsurance and Reserve Analysis Cont:nued fromprevious page including lining up more support from ceding insurers
reach your best for Captives, Self Insurers & Insurers But the current plan-negotiated between the de- The ceding companies that have agreed to the plan

13113 Polven Ave partment and Mission American-assures that MIG represent about 50% of MIC's outstanding liabilities on
prospects. Rancho Bemardo, CA 92128 will have the funds to pay dividends, Mr Clark con- reinsurance assumed business For the plan to go

(619) 451-6049 tends through, Mr Bunner wants agreements from com-
While conceding that liquidation of MIC is a possibil- panies representing 70% of ltS outstanding reinsurance

LOSS CONTROL ENGINEERING CASUALTY ACTUARIES, INC. ity if no agreement can be reached with the bondhold- liabilities
Robert FLowe FCAS,MAAA,FCA

by independent professionals • Loss Reserve ana Rate Evaluations for ers, Mr Bunner adds, "I'm not willing to say we're Mr Bunner lS asking the participating ceding insur.
FIRE PROTECTION and SECURITY Insurana .Companies and Seif-In- there yet " ers to encourage other ceding insurers to support the
Now 7 offices in U S and Canada

sured. Other possibilities would be selling the Mission insur- plan, and predicts the additional 20% support will be
GAGE-BABCOCK & ASSOCIATES

• Statutory letters of opinion on loss and
loss expense reserves ers to the ceding companies or asking the ceding com- won

Ask for free brochure· 312/530-1494 One insurance Center Plaza, Suite 1 panies to infuse capital as an investment, Mr Bunner Under the newest plan, insurers who ceded business
135 Addison. Elmhurst. IL 60126 St Lo'uis MO 63141 said to MIC and other MIG subsidiaries who give up their(314) 878-5002

While saying he is optimistic that the recently modi- right to offset claim payments they owe MIC by claims
fied plan will succeed, Mr Bunner acknowledges that MIC owed them will receive a surplus note from Mis-

TEMPORARY CLAIMS ADJUSTING SERVICES these creditors can jeopardize its success "They almost mon American guaranteeing payment of the estimated
destroyed it and if they continue to play games that's aggregate ultimate gross liability of MIC and its subsi-

Servicing Claims Statewide in California exactly what they could do It'd be tragic if the diaries to them The note held by these participating

C
bankruptcy-type people can't come to some resolution ceding insurers will be paid down over the next 10

Workers' Compensation and frustrate this thing," he said years by one-half of Mission American's profits after
"We can't have that cloud hanging over us If they're dividends to preferred shareholders, half ltS tax bene-Longshore and Harbor Workers' Act going to be at each other's throat up there, lt W111 sabo- fits and possibly a portion of reinsurance recovered by

Property/Casualty tage the (Mission) companies," he says Mission American related to MIC's reinsurance under-

, Inside and Field Adjusters "I think what we have is very fair and provides ev- writing
eryone the best opportunity to become whole," Mr MIC now has assets of $693 million and estimated

Claim Net Isnot an employment agency sothere Bunner asserts liabilities of $1 billion, according to Mr Clark If 100%

B NO FEE FOR PERMANENT HIRING Mr Clark suspects AFC will want to resolve the of the ceding companies agree to the plan and forgive
creditor issue before committing further energy-or total gross habilities of $580 million in exchange for the

C/aim Net 3572 Hamilton Street. Irvine. CA 92714 [800) 325-2125 money-to Mission American surplus note, Mission American would receive $1 1
While the $75 million infusion called for in the plan billion in assets and $845 million in liabilities, Mr Clark

is not contingent on AFC, Mr Clark says he is unaware said Mission American would then have a surplus of
for advertising information in the INSURANCE SERVICES GUIDE of any other party interested in contributing to MIG $277 million, MIG has told the department

ContaGt Beverly Kluxdal, 740 Rush Street, Chicago, Illinois 60611
AFC would not comment for this article If only 70% of the ceding insurers participate, Mission

Telephone (312) 649-5340 Mr Bunner is not letting the debtholder negotiations American's surplus would be about $178 million, MIG
stop progress on proceeding with the new plan for MIC, says
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Bl Insurance Index Underwriters can learnr-175
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450 1 lesson from fairy tale
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440 By MYRON M. PICOULT The reserve adjustment taken by Chubb mended for addressing its reserve deficiency,
435 Corp to cover its medical malpractice busi- one wonders why lt took so long for the
405

Special to Business Insurance
ness is admittedly sharp The company pur- problem to surface Nonetheless, it lS the

425

420
C)OVER THE PAST FEW weeks, we have chased a stop-loss reinsurance contract from funding of the reserve shortfall that is of m-
Vseen a stunning revival of Hans Chris- Sun Alliance & London Insurance PLC terest

415
/ V

410 tian Andersen's tale, "The Emperor's New The reinsurance will pay $285 million of The company has indicated that it was
in Clothes " The cast includes the managements losses in excess of Chubb's current medical going to discount about $600 million of the

of several large property/casualty insurers
100 malpractice base of $225 million There is ap- $12 billion charge (see story, page 1) While

4-44#-fs'?s St-#-0#4*2 For those of you who might not remember parently no time horizon on the coverage, discounting is used by many companies for4 the story, it involves an emperor who de- which cost Chubb $173 5 million both workers compensation and medicalf

mands the most magnifi- USF&G is attempting to squeak by with a malpractice lines, it is somewhat unusual for
cent cloth from his tailors $100 million reserve addition that seems very the more standard lines to be discountedThe Business insurance stock Index continues for a new suit of clothing small However, one should recognize that Furthermore, CIGNA lS proposing the dis-to climb, setting a record high for the third con- to wear in an upcoming the company lS locked in a battle with its ac- counting for its statutory reserves as opposedsecutive week. The B/index of insurance indus- parade Unable to meet countants about the restatement of prior year to GAAP (generally accepted accountingtry stocks closed at 469.1 points on Feb. 19, up ' the emperor's demands, earnings due to the use of questionable in- principles) reserves If the state of Pennsyl-6.7 points from the previous high of 462.4 points the tailors pretend to fit vestment methodology vania, where INA lS domiciled, were to per-set on Feb. 12. A total of 40 stocks reported the emperor and convince The surprise reserve announcement from mit CIGNA's methodology, would it open aincreases, 15 stocks closed down and five him only the most intelll- Continental Corp was only a little above the Pandora's box? Discounting becomes a verystocks were unchanged. The biggest increases gent can see his new recognized degree of error, but was nonethe- attractive alternative to an insurer with a re-were posted by Torchmark Corp., up 11.6%; clothes Rather than admit less prudent as management recognized that serve problem in cases m which there mightTok,o Manne & Fire Insurance Ltd., up 9.2%; stupidity, the emperor Mr. P,coult additional liability existed Continental's re- also be a problem in raising the additionalZenith National Insurance Corp., up 8.5%; Prov- praises the tallors and ac- serve hiccup equaled about 65% of its domes- capital How would other regulators view

ident Life & Accident Insurance Co., up 8.3%; tually marches in the parade without any tic reserve base as of Sept 30, 1985 One could this matterand The Home Group Inc., up 7.5%. The biggest clothes argue that a 5% miss is within tolerance Also of note lS the fact that discountinglosses were posted by Avemco Corp., down The parody, of course, is that most prop- It is the announcement by CIGNA Corp could further weaken the industry's finances
11.4%; Crown Life insurance Co., down 7.496; erty/casualty insurers have convinced them- that must be dissected CIGNA's $1 2 billion if, in fact, reserves are still 10% to 20% short
Baldwin & Lyons Inc., down 5%; Fireman's Fund selves, their accountants and state regulators reserve charge was equivalent to 28% of Still another factor to consider is that dis-
Corp., also down 596; and Fairmont Financial that they were adequately reserved, even if CIGNA's year-end 1984 aggregate reserve counting might play directly into the hands
Inc., down 3.6%. The Business insurance index they believed differently In many instances, base and about 22 5% of the Sept 30, 1985, of the Treasury Department and the General
rose an average of 1.4% for the trading penod. this attitude was-and is-related to poor domestic reserve base Accounting Office, which have proposed re-Th,s was slightly less than the increase shown business Judgment and/or financial con- About $220 million of the addition was ear- quiring insurers to discount reserves for tax
by the major market indicators: The New York straints When possible, managements meti- marked for professional liability hnes, an- purposes This would reduce tax-deductible
Stock Exchange composite rose 1.7%; the culously defend their reserve records and other $120 million was marked for asbestos expenses and increase taxable income
Standard & Poor's 500 rose 1.8% and the Dow scorn the intelligence of their doubters losses, $80 million will go toward reinsur- A more realistic reserve posture has been a
Jones 30 Industrials rose 1.7% during the same Well, there appear to be a lot of naked ance, and $50 million was earmarked for ex- long time coming to the industry It is nowtrading penod.
1 property/casualty insurers running around cess/surplus hnes The remaining $770 mil- Incumbent for all the little "tailors," includ-

British Issues the marketplace as a result of the extraordi- lion-including $300 million for the liability ing the accountants and the regulators, to tell
nary reserve adJustments announced by portion of commercial package pollcies-was it hke it is It is better for the emperor to have

1 Week
18 Feb some companies over the past several weeks to plug a hole in reserves for "regular lines " some tattered clothes than none at all

Price P/E Div Yield High-Low We believe they will be Joined by many more The sheer size of the loss is mind-bogglingCompanies pence pence % pencepence And, in any case, he must not be permitted
of their brethren as 1986 unfolds

Commt Union 265 14/M 169 64 268-258 The size of the figure clearly indicates that to delude himself anymore
Gent Accident 758 34 5 314 41 763-750 Of course, the embarrassment hkely will "the big, the bad and the ugly" were festering General Re
Gdn Royal Exch 788 68 5 38 6 52 796-780 be greater for those dominant commercial in the Insurance Co of North America book
Royal 825 516 350 42 835-818 lines underwriters that still argue that they of business for some time General Re Corp has sold 2 875 million
Sun Alliance 603 603 236 39 615--595 are devoid of any reserve difficulty The tra- The numbers and the method proposed to common shares at $114 50 each, including
Brokers ditional line, " we continue to feel we are address CIGNA's reserve deficiency raise 375,000 shares purchased by underwriters to
CE Heath

adequately reserved," seems to have a hollow some mteresting points cover over-allotments
700 91 375 53 700-685 ring given the recent adjustments The size of the adjustment underscores theHogg Robinson 318 130 134 42 320-317 The $329 million offering was managed by

JH Minet 268 12 2 11 4 43 270-268 fact that the property/casualty industry, par- Morgan Stanley & Co Inc, The First Boston
Sedg Grp 396 17 2 17 1 43 410--388 ticularly the commercial hnes underwriters, Corp, Goldman Sachs & Co and Salomon
Stew Wrightson 398 15 3 16 4 4 1 403-398 Myron M P:coult ts senior up and senior m- is under-reserved It would be fallacious to Brothers Inc The proceeds will be used to
Willis Faber 430 221 118 27 443-430 surance analyst with Oppenhe:mer & Co in assume that CIGNA's reserve problem lS support domestic property/casualty reinsur-
Source Philip Olsen/Alan Clifton, Insurance Industry New York He :s the past president of the unique As we wrote in this column several ance underwriting

Specialists Kitcat & Attken Stockbrokers, Assn Of Insurance & Financial Analysts and months ago, all the companies play in the
London Separately, General Re's board of direc-

a member of the New York Society of Secu- same bathtub with the same rubber ducks tors declared a 2-for-1 stock split and de-
- nty Analysts While CIGNA's management is to be com- cided to increase the quarterly dividend on

pre-split stock shares to 44 cents per share,
payable March 31 to shareholders of record
March 24

Bl Industry Stock Report Stamford, Conn -based General Re also re-
February 19, 1986 2/13/86 thru 2/19/86 ported 1985 net income of $1358 million,

down 13 1% from $156 3 million in 1984
However, operating income increased 141 4%
to $158 4 million from $656 million

Brokers Price % Chg. P/E $ 019 % Yld High Low Vol (000) Price % Chg. P/E $ Div %¥ld High Low Vol.(000) General Re reported net written premiums
Alexander & Alexander Svcs Combined Intl Corp

NYSE 35.38 1.8 0.0 1.00 2 8 36.50* 35.38 875 0 ns: 59.50 3 5 12.3 2.16 3 6 59 50* 57 50 319.0 of $1 97 billion in 1985, up 37 5% from $1 43
Baldwin & Lyons Inc OTC 76.00 -5.0 16.8 0.80 1 1 76.00 76.00 0 0 Continental'Corp NYSE 49.25 -1.5 0.0 2.60 5.3Corroon & Black Corp 50.13* 48.50 954.9NYSE 64.25 -0.8 86.8 1.00 1 6 billion in 1984 The company's combined66.13* 64.25 25 8 Crown Life Ins Co
Crump E H Cos Inc OTC 24.50 0.0 23 3 0.25 1 0 OTC 250 00 -7.4 15 1 0.00 0 0 270 00 250.00

24.75 24.50
78

93 5 Durham Corp OTC
Emett & Chandler Cos Inc OTC

42.50 -1 2 11.7 1.36 3 2 43.50 42.50 ratio at year-end 1985 stood at 110 8%, com-13.417.88 0.7 30.8 0.00 0.0 18.00 17.88 56.5 Farmers Group Inc OTC 81 00 0 0 13.7 2.00 2 5 81.00 80.25 145 4 pared with 127 0% at year-end 1984
Gallagher Arthur J & Co

Fairmont Finl Inc
OTC 56.50 0.9 25.7 040 07

AMEX 20.13 -75.2 16 8 0.00 0 0
56.50• 55.00 25 3

20.75 20.13 33.6

Hall Frank 8 8 Co Inc NYSE 19.13 2.0 0.0 0.00 0.0 19.25 18 00* 574.1 Fireman Fd Corp NYSE 35.75 -5.0 00 030 0.8Marsh & Mclennan Cos Inc 37.50 35.75 322 3NYSE 97.00 3.5 21.7 2.70 2 8 97.00 93.38 235.6 Fremont Gen Corp
Poe 8 Assoc Inc OTC

OTC
18.00 59 0.0 0.80 44 18 00* 18.00

2988 0.0 0.0 0.48 16 30.00 29.63 382 9 Transamerica Corp.62 5 Great West Life Assurn Co
.....

OTC 490.25 0.1 4 9 18.00 3.7 490.25 490.00 01
Home Group Inc

AGENTS/BROKERS AVERAGE 135 8 17
AMEX 26.75 75 00 000 0.0 27.00 25.50 638.1

Hanover Ins Co OTC 63 25 2 0 65 9 0.56 0 9 63.75* 62.75 Transamerica Corp is offering more than37.5

Hartford Steam Boiler Insptn OTC 69.50 -0.4 12.8 2.00 2.9 5 5 million shares of common stock at $35 25 a
70.25 69.50

Con,lom-#05 a He'h' Cos.
16.5

Kans City Life Ins OTC 29.50 -0.8 11.6 0.87 2 9 29.50 29.50 61 share Some 44 million shares are being of-
Kemper Corp OTC

American Express(Fireman's Fd) NYSE 61.38 4 0 17.3 1.36 2 2 62.25* 59.50 3,308.5 Liberty Corp S C 96.50 3.5 20.9 1.80 1 9 97.50* 94.25 284 2 fered m the United States, while 1 1 million
Anderson Clayton(Ranger/PanAm) NYSE 55.00 -3.5 31.4 1 32 2 4 56.00 55 00 329 9 Lincoln Natl Corp Ind

NYSE 34.75 1.1 14.5 0.72 2 1 34 75 34.25 50 8
NYSE 58.25 0 4 13.7 2.00 3.4Armco Inc NYSE 10.63 0.0 0.0 0.00 0.0 10 63 10.50 583 5

58.50 58.00 289 4 are being offered in Europe Salomon Broth-
Berkley W R Corp OTC 44.00 3.5 137.5 0.32 0.7 44.00 42.00 131.8 Mission Ins Group Inc OTC 2.75 0 0 0.0 0.00 0.0CIGNA Corp

2.75 2.75 ers is the lead U S underwriter, while Swiss
NYSE 70 63 3.9 34.3 2.60 3.7 504.4

70 75* 68 50 1.227 1 Monumental Corp OTC 35.50 -1 0 12.0 1 40 3.9 35.50 35.25 79 4 Bank Corp International is the lead Euro-Nac Re Corp OTC
CHA Ant Corp (CNA) 39.00 0 6 31.0 0.00 0.0 39 75* 39.00

NYSE 6850 -07 21 4 0.00 00 16 4
70.13* 68.50 532 6 Nobel Ins Ltd OTC 16.25 1.6 21.4 0 25• 1 5General Re Corp 16 50* 15.75 39.8 pean underwriter

NYSE 117.00 1.3 84.5 1.76 1.5 119.00* 115.SO
ITT (Hartford Group)

502 4 Northwestern Natl Llfe Ins OTC
NYSE 41.00 -2 4 21.7 1.00 2 4

27.88 -1.8 13.8 0.80 2 9
41.88 41 00 3,504 8

28.50 27.88 586.6

Sears Roebuck & Co (Allstate) NYSE 42.00 4 3 11.9 1.76 4.2 43 00* 42.00 4,981.4 Ohio Cas Corp OTC 86 25 6 5 25.3 2.80 3 2 86 25* 82.00Teledyne Inc (Argonaut) 116 2
NYSE 327.75 -1 7 70 0.00 0.0 332.38 327 75 58 3 Old Rep Intl Corp OTC 40.63 2 5 11.0 0.74 1 8 40.63 39.50 96 4 Poe & Associates

Or'on Cap Corp
Transamerica Corp NYSE 34.13 1.9 0.0 0.76 2 2 34 63* 33.75 124 3

Protective Corp OTC 25.00 42 93 0.66 26 25 25* 24.75 48.4(Occidental & Fred S. James) NYSE 37 13 2.8 17 3 1.68 4.5 37 88* 36.88 1,159.0 Provident Life & Acc Ins Co OTC 29 25 8 3 10.1 0 76 2.6 29 25* 27.13 753 4 Poe & Associates Inc, the 15th-largest U S
CONGLOMERATES/HOLDING COS. AVERAGE brokerage, reported a 26% increase in gross13 4 13 St Paul Cos Inc OTC 93.50 08 41.4 3.00 32 93 50* 92.75 258 7

SAFECO Corp OTC revenues in 1985 to $287 million from $22854.88 2.1 16 7 1.60 2.9 54 88* 53.13 348.7
Srl Corp OTC 19.13 0.7 0 0 0.80 4 2 19 25 19.00 60.7 million in 1984 In addition, Poe reportedSe,bels Bruce Group Inc OTC 21.75 2 4 12 1 0.80 3 7 22 00 2f 75 145.2

Insu-- Statesman Group Inc OTC 6 38 -1.9 0 0 0.05 0.8 6.50 6.38 1985 net income of $287 million, compared181 3
Aetna Llfe & Cas Co NYSE 60.63 3 9 22.8 2 64 4.4 60 63* 58.38 1,750 1 Tokto Marine & Fire Ins Co with a $642,000 loss in 1984
American General Corp NYSE 41.00 5.5 12 7 1.12 2.7

OTC 251.25 9 2 47.3 1.05 0.4 251.25* 238.50 26.9
41.00* 39.00 1,482.6 Torchmark Corp NYSE 27 75 11 6 12.8 0 60 2 2 27 75* 25.25Aiern Heritage Life Init Co NYSE 39.25 0 6 14 7 1.20 3 1 39.50 39.25 707 8 For the fourth quarter, the brokerage re-

1.9 Travelers Corp NYSE 53.75 4 4 13.4 2.16 4 0 54 63• 52.38 1,245 5American Indty Finl Corp OTC 24 00 21 0.0 1.12 4 7 24.00* 23.50 21 6 United Fire & Cas Co OTC 32.25 -2 3 15 1 1 20 3.7 ported a 41% increase in gross revenues to
American Intl Group Inc 33 00 32.25

NYSE 122.13 3.3 30.5 0.44 0.4 125.75* 118 50
21

400 7 United States Fid & Gty Co NYSE 41 13 4.8 0.0 2 20 5 3 42 00 39.38 1,782 1 $755 million from $535 million in 1984 The
Aneco Reins Ltd OTC 0.88 0.0 0.0 0.00 0.0 0.88 0.88 0.0 Uillfe Corp
Avemco Corp

NYSE 39 88 0.6 9.0 1.12 2 8 4013 39.63 192 5 brokerage also reported fourth-quarter net
NYSE 34.13 -11.4 13.4 0 60 1.8 38.75 33 13 204.3 Washington Natl Corp

Business Mens Assurn Co Amer OTC 2825 0.9 131 1.10 39 28.50 28.25 75 0 Zenith Natl Ins Corp NYSE 28 50 41 99 1.08 38 29 25* 27.88 159.7 income of $743,000, compared with a $166
Chubb Corp

OTC 3200 85 0.0 068 21 32 00* 30.25 102.0
NYSE 64.88 1.6 00 156 24 65.SO* 63.50 408:6 million loss in the fourth quarter of 1984

INSURANCE COMPANIES AVERAGE 15 4 24 In addition, Poe's board has voted to rec-
System design Altman Information Systems ommend a 3-2 stock split .
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standing of what you need. And we can
provide the right Northbrook Life

products and solutions for
rhes··aiLJ--5 such concerns as cost

Q,1 containment or health
• Charleston •

Peor/a i benefits ot localized

 oki&l < care management.
0 Norfo#k Along with the

• Con,us Christi • Portland.19 PaInes •Raleigh'OR f service, you'll enjoy the• Hartford •Shreveport < security of dealing with a
national insurer. Because

Northbrook is a wholly-owned
subsidiary ofAllstate Life Insurance CompanM
a member of the Sears Financial Network.

So call your nearby Northbrook Group
Agency today Instead of dealing with a home
office that5 nowhere near your home.

NORIH Northbrook Life

BROOK Insurance Company

-T

S NORTHBROO" ; :2 NORTH K- 4 NORTHBROOK

LIFE INSURANCE f  LIFE INSURANCE  , LIFE INSURAN
NORIH NORTH , NORTH
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 Salt Lake City f  San Antonio 2 San Diego

1 Bol) 364-5252  1 (512) 525-0211 (619) 298-5175 ,

At Northbrook Life, we provide group cover-
age quotes and claim service from not just
one, but 27 agencies around the country

So if you have 2-200 employees,
Northbrook Life can mean improved service.
Without all the "home office" red tape you
may be used to.

Every Northbrook Life agency is indepen-
dently owned, and staffed with professionals
from your area. So we offer an insider under-

For details on office openings, call Mark Stadler,
Group Sales Director, at (312) 480-2547.

A Member of the Sears Family
Home Office: Northbrook, Illinois


