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Pension plan terminations
to boost insurers' surplus

By JERRY GEISEL

WASHINGTON-Stung by large underwriting losses, three major
property/casualty insurers are terminating overfunded pension
plans and will contribute the excess assets to their policyholder sur-
plus.

Wausau Insurance Cos., Chubb Corp. and The Home Insurance
Co. expect to reap more than $264.5 million after they terminate
their defined benefit plans and purchase annuities to pay benefits to

participants, according to financial informa-
tion filed by the insurers with the federal
Pension Benefit Guaranty Corp.

The insurers are also establishing new re-
Insurer \ tirement plans to replace the terminatedpension 

plan plans.
While hundreds of employers have ter-

minated pension plans to recapture surplus
assets during the last several years, the Wau-
sau, Chubb and Home terminations are be-
lieved to be the first major pension termina-

Policyholder
tions by property/casualty insurers.

However, more terminations of over-
funded insurance company pension plans
could follow as insurers look to tap all possi-

ble resources to boost their surplus, which has been depleted as un-
derwriting losses continue to outpace investment income, analysts
say.

During 1984, the property/casualty industry's consolidated policy-
holder surplus declined by $5.6 billion-or 8.5%-to $60 billion, ac-
cording to preliminary estimates published last month by A.M. Best
Co. (BI, Jan. 14). The industry's underwriting losses totaled $21
billion in 1984, while investment income amounted to only $17.3
billion, according to Best's estimates.

The terminations "could be part of a trend," noted David An-
thony, a securities analyst with Smith Barney, Harris Upham & Co.
Inc. in New York.

"These are tough times and insurers have to find new ways to add
to their surplus," agreed another industry analyst, who asked not to

Continued on page 27

update

New York Senate passes
medical malpractice package

ALBANY, N.Y.-Rising medical
malpractice awards and the approval
of a 52% rate increase for insurers that

write medical malpractice coverage
have spurred the New York state
Senate to pass a package of bills that
could change the way malpractice
lawsuits are handled.

The bills passed by the Senate last
week would allow judges to assess
fines of up to $10,000 against people

Continued on next page

Fewer insurers willing
to front for captives

By JUDY GREENWALD

MARKET ALERT.

NEW YORK-Risk managers can expect a tougher
time finding insurers willing to act as fronts for their
captive insurance companies.

Insurers, brokers and consultants say the market of
insurers willing to act as fronting insurers is shrinking.
Some insurers have withdrawn from fronting com-
pletely, and those remaining are more cautious about
accepting new business.

"We're just striking out trying to find fronting ar-
rangements," says Charles
A. McAlear, chairman of

broker McAlear Associates 0,0
Inc. in Grand Rapids, Mich.
"We simply do not know of
anybody willing to assume a fronting position."

Those who do find insurers willing to front are also
likely to pay higher fronting fees in line with the over-
all tightening insurance market, observers say.

Under a fronting program, an admitted insurer issues
an insurance policy to a corporation and then reinsures
all or a substantial part of the risk with the policy-
holder's captive insurance company, which is not an
admitted insurer. Claims handling and loss-control ser-
vices may or may not be provided by the insurer.

Risk managers want fronting programs either be-
cause they are required to show proof of insurance
from an admitted insurer, such as under workers com-
pensation laws, or they want to satisfy customers' con-
cerns about insurance coverage. In addition, risk man-
agers often want a licensed insurer in the United States
to handle the company's claims and provide loss control
services rather than assuming these responsibilities
themselves or contracting elsewhere for the services.

Insurers responded to risk managers' demand for

fronting programs, especially when their surpluses
were flush and competition for clients was hot. They
saw it as another way to make a profit.

But now the number of insurers willing to provide
this service is shrinking. In the last six months, two
major providers of fronting programs stopped writing
them: Ideal Mutual Insurance Co., which is now being
liquidated by the New York Insurance Department,
and Los Angeles-based Transit Casualty Co., which de-
cided to concentrate solely on underwriting its book of
transit risks (BI, Jan. 14; Jan. 28).

Transit Casualty provided
fronting for about 40 corpo-

0 0 rate clients with captive in-
surance companies, in addi-
tion to fronting for rein-

surers on programs written by managing general
agents. While Ideal Mutual provided fronting services
to fewer corporations with captives than Transit Casu-
alty, its clients programs were very large.

The departure of these two insurers alone is signifi-
cant, but furthermore, other insurers are pulling back
from writing fronting insurance programs. Their rea-
sons:

• The overall tightening market conditions, with in-
surance prices going up and capacity shrinking, makes
underwriting conventional insurance potentially more
profitable than merely issuing policies for a fee. At the
same time, insurers are reluctant to devote their dwin-
dling surpluses to their relatively less-profitable front-
ing programs.

• The New York Insurance Department's move to
liquidate Ideal Mutual is seen by some as a warning to
other insurers that the New York department does not
approve of insurers' fronting activities.

Continued on page 29

Ohio groups promote work comp reform
By CAROL CAIN

COLUMBUS, Ohio-The Ohio Manufac-
turers' Assn. is stoking a grass-roots effort
among employer groups to assemble a major
workers compensation reform package.

The goal is to undo the effects of court de-
cisions that have increased the benefits and

rights of injured workers while increasing
employers' costs and liability.

Self-insurers and local chapters of the Risk
& Insurance Management Society also are
otganizing their troops for a major lobbying
campaign in the state Legislature this ses-
sion.

Sparking this latest call to arms are three
Ohio Supreme Court opinions handed down
Dec. 31 that give employees more freedom to
seek compensation for on-the-job injuries.

Several lawsuits already have been filed
against employers in the wake of those deci-
sions, including one seeking $140 million
from TRW Inc. in Cleveland (see related
story, page 26).

Meanwhile, legislation that would raise

workers compensation costs for employers is
expected to be considered this session, despite
the fact that employers were successful in
quashing similar bills last year.

And, Ohio Gov. Richard F. Celeste, con-
cerned about the tarnished business climate

in his state, told
business, labor and-
legislative leaders . 2:*....

at a special meeting .-t-*-* 46 1 1

not sign any work-
ers compensation 1-83bill unless all sides

agree on its provi-     ../
sions.

Graphic: Amy Palmer
"We've gotten

our experts together and they've agreed that
the time for a major reform effort is now,"
said Joe Krabach, vp of industrial relations
for the Ohio Manufacturers' Assn.

Legislative language should be ready
within 60 days, he noted, adding that the
OMA would like to see at least one public
hearing on its proposal before the Legislature

adjourns for its summer recess.
The OMA has contacted more than 100

state and local employer groups-including
retailers, contractors, restaurateurs and local
chambers of commerce-to join with them in
drafting this "comprehensive proposal."

We want to make

0 =1 -2--1 '* . : sure (each em-
ployer group) has
input into the bill,"
Mr. Krabach said.

A steering com-
wom mittee is gathering

comments from

: other employer
groups as attorneys
and public relations

staff wait in the wings to forge ahead as the
reform package takes shape, Mr. Krabach
said.

Ohio employers complain that their state
has one of the most liberal and expensive
workers compensation systems in the coun-
try.

Like most other states, Ohio's workers

compensation exclusive remedy provisions
have been eroded in recent years through
court rulings.

A prime example is the landmark Blan-
kenship vs. Cincinnati Mitacron Chemicals
Inc. decision in March 1982.

In that case, the state high court ruled that
eight Cincinnati Milacron employees could
sue the machine tool and plastic manufactur-
ing company for its "intentional acts" that led
to their injury from exposure to toxic chemi-
cals. (BI, Nov. 8, April 26, 1982).

But, the Dee. 31 Supreme Court rulings
were the proverbial straw that broke the
camel's back and sent the employers scram-
bling for reform, Mr. Krabach said.

"The court, in its customary trend, has le-
gislated new and revolutionary ideas in an
already radical law," said Columbus attorney
Robin R. Obetz, executive secretary of the
Ohio Self-Insurers Assn. "The Ohio workers

compensation system is now nothing more
than an entitlement for workers to lifetime

benefits-medical, lost wages and damages
Continued on page 26
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update CNA, Home conditionally sign
N.Y. weighs malpractice bills asbestos claims agreementContinued from previous page
who bring malpractice suits later determined to be "frivolous " They
also would require all but the first $100,000 of "pain and suffering" By STEPHEN TARNOFF ahead with establishment of the facility

"The latest sign-ups are very, very significant," said
awards to be paid in installments instead of a lump sum

Two maJor insurers of asbestos producers are the lat- James J Restivo, an attorney for Pittsburgh-Corning
If the bills are passed by the House, they also would bring about est to sign an agreement that would establish an indus- Corp who helped negotiate the agreement on behalf of

several changes designed to speed up malpractlce litigation trywide facility to settle and pay asbestos claims producers
The bills were introduced by Sen Tarky Lombardi Jr, R-Syra- CNA Insurance Cos and The Home Insurance Co "It gives the Wellington process the impetus lt needs

cuse, who has expressed concern that the rising cost of medical mal-
recently conditionally signed the Wellington agree- to open up the facility "

practice insurance will be passed along to the public and may cause ment, which would set up an out-of-court mechanism Mr Restivo, of the Pittsburgh law firm of Reed,
a doctor shortage designed to help asbestos Insurers and producers fairly Smith, Shaw & McClay, explained that the producers'

The New York Insurance Department recently granted the state's and efficiently settle bodily injury claims related to as- "conditional" approval is preliminary, and that their
medical malpractice insurers retroactive rate increases totaling 52% bestos litigation (BI, May 28, 1984, July 30, 1984) final approval may hinge on whether the major insur-
for the two most recent policy years (BI, Feb 4) The agreement, which supporters say could save ers that provided their particular coverage sign the

billions of dollars by reducing defense costs, also would agreement
Britain sues Arthur Andersen settle virtually all insurance coverage disputes over Participation by CNA and Home prevents many cov-

who will pay for asbestos-related bodily injury claims erage gaps, though there may be some remaining gaps
LONDON-The British Department of Economic Development in Coverage for property damage claims brought by at the higher excess levels of insurance for producers,

Northern Ireland lS suing accounting firm Arthur Andersen & Co school districts and others are not covered under the Mr Restivo added
for $279 million in damages stemming from the failure of John Z agreement (see story, page 3) "It's a major step," said John F Shea Jr, vp andDe Lorean's sportscar company in 1982

Members of the facility consider the support of CNA claim counsel for Aetna Casualty & Surety Co MrThe department filed a suit Feb 15 against Arthur Andersen, De and Home an important breakthrough since these in- Shea represented the insurers in the Wellington nego-
Lorean Motor Co 's accounting firm, in U S District Court in Man- surers were among those holding out but considered nations
hattan, a spokesman for the Northern Ireland department in Lon- important to the success of the facility The facility has "It's a very big step," said Yale Law School Dean
don said

already gained the support of enough of the large as- Harry Wellington, who chaired the negotiations be-
The suit alleges that Arthur Andersen failed to detect any mis- bestos producers-present or prior manufacturers, sell- tween insurers and 1nsureds and for whom the agree-

conduct of the De Lorean company when Britain poured millions of ers or other companies involved with asbestos-to go Continued on page 30
pounds into the venture as part of its attempt to bolster the economy
of Northern Ireland, where De Lorean was located

Arthur Andersen denies the allegations, saying, "We unequivo-
cally reject the allegations, which are without foundation, and we
are confident that the suit will ultimately fall " No bull!

The Department of Economic Development is seeking three times
its investment in the car company-or $240 million-the Northern
Ireland spokesman said And, the department is seeking $30 million Chemical blamed for death of Supermanin punitive damages

Chicago-based Arthur Andersen and ltS Lloyd's of London bro-
By MICHAEL BRADFORD in Corpus Christi, Texas, to review that decision Noker, J H Minet & Co, would not comment on the accounting com-

date for the appeal has been set.
pany's professional liability insurance coverage Court papers in

BAY CITY, Texas-Chemical manufacturer Dia- In 1981, Superman, No 1024 in the herd owned byunrelated litigation show that Andersen had $101 million of errors
mond Shamrock Corp is appealing a Jury verdict rancher Dan Wendt of Bay City, was sprayed with aand omissions liability insurance in 1975 ethat would force it to pay almost $8 million for kill- fatal dose of Vapona, an insecticide manufactured at

Ohio cancels Columbus policies
41 ing Superman the time by Dallas-based Diamond Shamrock
91 Superman, in this case, is a Santa Gertrudis bull- The spray is used primarily to kill flies that are

not the superhero of comic book fame , attracted to the cattle, but is usuallyCOLUMBUS, Ohio-As of midnight Feb 24, all policies written And, unlike its namesake who was so sprayed in the animals' pens' not on
by Columbus Insurance Co have been canceled, the Ohio Insurance - powerful that only kryptonite could the animals themselves
Department said harm him, Superman the bull fell vic- The insecticide is now produced by

The cancellations follow the department's decision Jan 25 to liq- tim to Vapona, a chemical that Could ..,:#• 44»4-·3' 3 SDS Biotech in Paynesville, Ohio,
uidate the insurer, which mainly wrote medical malpractice insur- kill a fly jointly owned by Diamond Sham-ance for nurses and nursing homes r A Texas state court Jury in Mata- AI . ·,--VIg#* rock and the Japanese firm Showa

The department placed Columbus Insurance into rehabilitation . gorda ruled in December that the
on Jan 8 because of its "rapidly deteriorating financial condition,

Denko

Texas rancher who bred Superman The fatal spraying occurred at the
but at that time said it hoped to find a buyer for the troubled insurer was entitled to $15 million in com- Medina Valley Artificial Insemina-(BI, Jan 21) However, when no buyer could be found the depart- · pensatory damages and $7 million in tion Lab near San Antonio The am-
ment decided to hquidate the insurer, said James M Young, deputy punitive damages for the death of his mal's semen was being frozen and
liquidator for the Insurance Department bull Diamond Shamrock, which man- Graphic Amy Palmer packaged for use in breeding cattleMr Young says that because of the long-tail nature of the cover- ufactured Vapona, would pay all of the punitive that would adapt to the Texas climateage Columbus wrote, it will be years before the department knows damages and $975,000 of the compensatory damages, Mr Wendt sued both Diamond Shamrock and thethe extent of the insurer's liabilities and the value of its assets All

for a total of $7 975 million, the Jury ruled. The re- Medina Valley lab after Superman's deathclaims payments stopped when it was placed in rehabilitation -maining $525,000 in compensatory damages would The court subsequently ruled that DiamondHe estimates Columbus, which was licensed in 12 states, wrote
i be paid by the Medina Valley Artificial Insemina- Shamrock should have put a stronger warning labelabout $5 6 million in primary and excess insurance in 1984

tion Lab near San Antonio, Texas on the insecticide and that the lab was negligent in

CBS case defense cost unclear - -However, Diamond Shamrock, whose primary h- its use of the spray
ability insurer in 1984 was Aetna Casualty & Surety But, Medina Valley's attorney Bob Summers, of
Co of Hartford, Conn, has asked an appellate court Continued on page 27NEW YORK-Neither side will discuss who will foot the defense

I ,

bills-or even how high they may be-for the 18-week trial in the
libel case brought against CBS Inc by retired Gen William C
Westmoreland that ended in an out-of-court settlement Feb 17

d*Slyjacobs,htigaocueel onrswerSwrli:376iS Insurer's former president indicted
it had a manuscript errors and omission policy with deductibles
when the lawsuit was filed in 1982 Its primary E&O coverage now

By DOUGLAS McLEOD blind trust, according to Vp Joseph J Dormann, an-
and in 1982 is brokered through Reed Stenhouse in New York and

other of the three original investorsunderwritten by CNA Insurance Cos, according to Ronald E Gutt- CLEVELAND-William E Wilson, the former ma- In pleading guilty to the 1983 indictment and accept-man, a CBS associate general counsel There also are several layers lority shareholder and president of Merchants & Manu- ing probation, Mr Wilson was forced to sell his sharesof excess coverage, he added (BI, Oct 22, 1984)
facturers Insurance Co, lS facing grand theft and forg- m the company and repay the holders of improperlyAccording to last week's out-of-court settlement, each side agreed ery charges after his indictment by a Cuyahoga County issued bonds, Mr Dormann saidnot to seek any money from the other Gen Westmoreland, in his
grand Jury last month One such repayment went to a Canadian bank on aoriginal complaint, was seeking $120 million in punitive and com- The indictment charges that Mr Wilson, who was $700,000 claim filed under a financial security bond se-

pensatory damages
removed as an officer of the company in 1983, fraudu- curing one of the bank's loans, Mr Dormann addedContinued on page 30
lently issued various types of bonds on behalf of Mer- Merchants was not licensed to write business outside
chants between September and November 1984 the state, and Mr Wilson failed to report the premiums

This is the second time Mr Wilson has been indicted on this bond to the company, Mr Dormann said
on charges stemming from improper sales of Merchants Later, in 1984, the Ohio Insurance Department re-index bonds In December 1983, he pleaded guilty to grand voked Mr Wilson's agent's license
theft charges involving fraudulent bond sales, and he Continued on page 4
was placed on probation

A.R.M. exercises 20 Washington 10 Mr Wilson said last week that he planned to enter a
Around the states 9 not guilty plea to the current charges Captive manager directory deadlineBenefit beat 14 Vol 19 , No 8 -Business Insur- "I've done nothing wrong," he said "Nobody has
Books & ideas 20 ance (ISSN 0007-6864) is published been defrauded or hurt financially in any way " The deadline for returning questionnaires for
Classifieds 28 weekly at 740 Rush St, Chicago, Mr Wilson owned 84% of Merchants & Manufactur- Business Insurance's annual directory of captive
Comings&goings: industry 24 Ill 60611 Second-class postage is ers and was one of three investors behind the company, management companies is Friday The directory
Datebook 24 paid at Chicago, Ill, and at addi- which was incorporated in Beachwood, Ohio, in 1981 will be published in the April 15 issue, which will
International issues 00 tional mailing offices Postmaster The company, which is licensed only in Ohio, had be distributed at the 1985 Risk & Insurance Man-
Legal briefs 20 Send address changes to Business 1983 direct written premiums of $5 1 million, mainly in agement Society conference in New Orleans,
Letters 6 Insurance, circulation depart- group accident and health and surety lines Written April 15-19
Markets 12 ment, 740 Rush St, Chicago, Ill, premiums net of reinsurance amounted to $4 8 million If your company provides captive management
Opinions 6 60611, 312-649-5221 Copyright m 1983 services and you have not yet received a ques-
Perspectives 19 1985 by Crain Communications At the time of his 1983 indictment, Mr Wilson was tionnaire, please request one immediately by
Ticker 31 Inc removed as an officer of Merchants, his authority to calling 312-649-5279 There is no charge to be

transact business as an agent of the company was ter- listed

minated and his shares in the company were put in a



Iberia crash may not affect airlines' rates
By STACY SHAPIRO Last year, airlines faced hikes ranging up to 150% that period

The Iberia Boeing 727 airliner crashed into a mountain Feb In December 1983, a DC-9 Jetliner owned by the Spanish
LONDON-The crash last week of an Iberia Airlines Jet- 19 on approach to the airport in Bilbao in the Basque region of airline Aviacop an Iberia subsidiary, was struck on a runway

liner, which killed 141 passengers, raises the number of com- Spain All 141 passengers, including three Americans and the at the Madrid airport by an Iberia Boemg 727 Jetliner Alto-
mercial aviation fatalities already in 1985 to more than 300, Bolivian minister of labor, and all seven crew members were gether, 92 people were killed in the accident (BI, Dec 12,
compared u ith only two in 1984 killed 1983)

But a reinsurer on the Iberia risk says last week's disaster Alexander Howden Group PLC, Iberia's London aviation The two hulls had a combined value of $16 million So far,
probably will not greatly affect airlines' hull and liability in- broker, would not comment if a claims reserve has been es- Iberia's insurers have paid at least $19 2 million in liability
surance rates tablished to pay liability claims stemming from the crash One claims stemming from the crash, underwriting sources say

The loss is small in comparison to major losses in the past reinsurer on the risk said he had not yet been contacted to pay Iberia was hit with large rate increases when it placed its
that have had a significant impact on rates, he explained into such a fund 1984-85 coverage in May 1984, four months after the Madrid

Liability claims from the Iberia crash probably will not ex- Iberia has up to $35 million in aviation liability insurance disaster According to one reinsurer's records, Iberia's hull
ceed $22 million, he noted, while the aircraft is not worth per occurrence, says one reinsurer on the risk The airline's insurance rates doubled at renewal time last year, while its
more than $10 million, he said fleet is insured for up to $77 million per hull liability insurance rates rose 70%

"If a jumbo Jet goes down with 300 Americans on board, Iberia's hull and liability coverage is underwritten by the In a separate aviation accident last week, about 50 people
then you might see rates increase," the reinsurer said Spanish insurer AGARA, with about 90% of the risk ceded to were injured when a Boeing 747 owned by Taiwan-based

Currently, hull and liability insurance rates for commercial London reinsurers through Howden The leading un- China Airlines plunged six miles in two minutes after all four
airlines are "drifting," he said, noting that some airlines that derwriter in London is British Aviation Insurance Co engines failed The plane made a safe emergency landing inrenew their insurance next month could even see their rates Last week's disaster is the third major crash in Spain in the San Francisco
decline (BI, Feb 11) past 15 months, and the second loss suffered by Iberia during Continued on page 29

Exxon contesting
stress-related claim Big Apple automates
filed by employee New York to computerize work comp claims

By MEG FLETCHER By MICHAEL BRADFORD duces a list of claimants and does some updating But it'S
not on-line" with the city's computers

NEWARK, N J -A low-volume phone has no connection NEW YORK-The sound of shuffling papers in New When GENCOMP is operating, the old system's software
to a worker's schizophrenia, Exxon Corp argues in an appeal York City's Workers' Compensation Claims Administra- will be scrapped and some reshuffling of duties in the de-
to the New Jersey Supreme Court tion Department will soon be replaced by chattering key- partment is expected, says Mr Vitolo

Exxon is fighting a workers compensation claim filed by a boards as the city installs a new computer system to pro- "Some positions can be eliminated and we can use those
current employee who charges that he developed a stress-re- cess and administer workers comp people m other places," he said "Cer-
lated mental disorder because he had to work with a tele- claims tam tasks will be changed There are
phone on which it was extremely difficult to hear incoming The Claims Administration De- a lot of people in the division that can
calls partment, a division of the city's Law be used elsewhere We hope we can

Lee R Willitts, a trade order clerk at Exxon's distribution Department, hopes to dig out from
. free some of them up "

center in Bayonne, NJ,15 seeking compensation for a partial under its current mountain of paper . A study completed by the account-
permanent disability plus temporary d.sability payments and created by its self-insured workers 2, 29. 4 0 ing firm of Deloitte Haskins & Sells toe »reimbursement of his medical bills after he was diagnosed as compensation program by spending

87
= * help determine the cost-effectiveness

4 -having a mild form of schizophrenia, according to his attor- about $579,000 on the system, dubbed of implementing an automated claims
ney, Alan Roth of Bendit, Weinstock & Sharbaugh of West GENCOMP, which was to be deli- processing system indicated that
Orange, N J vered last week

l $35,000 could be saved annually Just
Mr Willitts, who handled between 35 to 100 calls daily, said The division expects the GEN- *4 from the elimination of four typing

the low volume on incoming telephone calls from 1979 to 1981 COMP system, a package of hardware \. positions in the departmentcaused him to press the hand-held telephone receiver tightly and customized software manufac- @ Other annual savings that the new
against his left ear while tilting his head and neck to the left tured by California Interactive Com- system woud create, according to the

4as he wrote customers' orders puting Corp in North Hollywood, study, include
He claims this caused him to grind his teeth, which either Calif, will save it $270,000 annually • $125,000 in claims processing ex-

caused or aggravated clenching of his teeth and muscle in administrative costs
penses

spasms in his Jaw and neck And, he says that disorder ulti- The city's new computer system is • $35,000 from the reduction of in-
mately caused or aggravated the mental disorder, according to expected to start processing some i, depth studies on claimants, including
court records claims "in about a month," said Ralph tracking down unpaid bills, cross-re-

On Jan 28, the Superior Court of New Jersey Appellate Vitolo, director of management infor- ferencing and sorting of claims This
Division remanded the case back to Judge William C Oaker- mation services for the city's Law De- will be done automatically by the
son of the Division of Workers Compensation The appeals partment The entire system should new system
court reversed the lower court's finding that the plaintiff be in place and operating within » • $15,000 by reducing the number
hadn't sufficiently proved that his illness was work-related three months, he adds

1 of benefit overpayments"

Judge Oakerson, who is expected to reconsider the case Until GENCOMP 15 up and runnmg 200' • $50,000 from identifying claims
Feb 25, must redetermine whether the schizophrenia is an at maximum speed, the nation's largest in which a prior injury has affected a
occupational disease, whether it is causally related to Mr Wil- city will continue to process the major- claimant's current disability
litts' employment and to what extent lt disables Mr Willitts, ity Of its 218,000 active employees 4 New York's search for a system to
said Appellate Court Judges Melvin P Antell and James H workers compensabon claims the old- Bmms& modernize its workers compensation
Coleman Jr in their decision fashioned way-by hand administration procedures beganIllustration Roger SchillestromMeanwhile, Exxon filed a petition Feb 19 for the state Su- The claims department processes around four years ago, said Mr Vi-
preme Court to review the appellate court's decision, said about 60,000 claims annually, of which 12,000 to 15,000 tolo, when he began "looking into it casually "
Exxon attorney Richard V Jones of Stryker, Tams & Dill of stem from new injuries, Mr Vitolo says His first idea was to update the department's existing
Newark In the last 10 years, the only computerization the de- computer system But after checking with other munici-

Exxon, which self-insures its workers compensation cover- partment has used for processing claims is a "computerized palities, "We found there wasn't anything out there that
age, says it responded to the phone volume problem by having batch system," Mr Vitolo explained "Primarily it Just pro- Continued on page 4

Continued on page 27

Homeowners allege damage from asbestos
By STEPHEN TARNOFF and other local governments across the country (BI, Feb 18) many are also defendants in asbestos personal injury claims

Exposure to asbestos has been linked to various diseases, However, Manville Corp, Unarco Industries Inc -now
MARTINEZ, Calif -A new group of plaintiffs is suing as- including asbestosis, lung cancer and mesothelioma, a cancer called UNR Industries Inc - and Amatex Corp, three conn-

bestos producers to recover for alleged asbestos-caused prop- of the lining of the lung or stomach panies often named as defendants in asbestos personal injury
erty damage The class of plaintiffs in the Califorma suit consists of all litigation, are not named as defendants in this suit because

In what lS believed to be the first lawsuit triggered by the people who own homes in California that contain friable as- they have filed for reorganization, according to the suit All
installation of asbestos in homes, attorneys for three home- bestos mined, manufactured, sold or distributed by the defen- litigation is stayed against companies while they are in reor-
owners filed a class-action suit Feb 4 in state Superior Court dants Friable refers to asbestos material that, when dry, may ganization
on behalf of all California homeowners The suit has yet to be be crumbled, pulverized or reduced to powder by hand The suit says that asbestos had been used in various ways in
certified by the court as a class action pressure, according to the suit California homes These uses include

The suit, which names more than 40 asbestos producers as The class is limited to owners of homes built in California • In spray-on coverings applied to walls and ceilings for
defendants, seeks more than $1 billion in compensatory dam- between 1912 and 1978, although the great majority of homes decorative, acoustical, fireproofing and insulation purposes
ages for the cost of inspecting homes, estimating damages and affected were built between 1946 and 1973, the suit adds • In forced-air heating systems The inner linings of the
containing, removing and replacing asbestos found in the The suit says that more than 100,000 people are m the class intake side of the system and the outgoing hot air ducts were
homes

However, plaintiffs' attorney Mark Anderson says the actual commonly wrapped in an "asbestos blanket" or asbestos paper
The suit also seeks payment for alternate living accommo- number is more than 1 million Mr Anderson's firm, Mark F tape, the suit says Furnaces also often contain asbestos insu-

dations for homeowners while their homes are being re- Anderson, is in San Francisco lation

paired And, it seeks unspecified punitive damages The suit covers dwellings meant to house up to four families • As wrap for hot water and steam pipes
The suit, Evelyn Mullen vs Armstrong World Industries and includes mobile homes and small apartment and condo- • Acoustical tile

Inc, is the first asbestos property damage suit filed on behalf minium buildings Larger apartment and condominium The suit says that homeowners' costs will include inspec-
of homeowners, according to plaintiffs' a:torneys in the case buildings are not included in order to keep the class as similar bon, analysis, containment, removal and replacement of fri-

Approximately 85 other suits, including state and nation- as possible, Mr Anderson says able asbestos materials and products, and the suit estimates
wide class actions, have been filed on behalf of school districts Of the approximately 50 defendants named in the suit, Cont:nued on page 8
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New York computerizes work comp claims
Continued from page 3
was state-of-the-art that would run

on our existing computers."
And most companies that pro-

vided claims administration were

only service companies, he noted.
"We knew at the outset that they
were expensive and we were look-
ing for a mainframe system."

Mr. Vitolo discovered the GEN-

COMP system in Los Angeles,
where it is used by that city to ad-
minister its workers compensation
claims.

After drawing up a general de-
sign of the computer system New
York would need, Mr. Vitolo said

the claims department sent re-
guests for bids to about 25 com-
puter-system vendors. Bids were
narrowed to two companies that
could provide an acceptable sys-
tem. CIC was awarded the contract

because "it was more attractive and

cost less money," according to Mr.
Vitolo.

He said conferences with work-

ers using the system in Los Angeles
uncovered no hidden pitfalls or
drawbacks.

"It's a very manageable system.
They're very happy with it," he
explains. A similar system is being
installed in Los Angeles County to
administer claims for the county.

In New York, software will be

customized to meet specific needs
and goals in the city's work comp
department, said Mr. Vitolo.

Aside from a fixed package of
software that provides standard
processing features, the system's
customized features include pro-
grams that will print forms to com-
ply with city and state regulations,
print two different types of checks

and keep track of medical fees.
GENCOMP will enable its user

to perform several update transac-
tions immediately through the sys-
tem, rather than requiring cumber-
some and time-consuming manual
techniques. Some of the standard
transactions include checking:

• To see if the city has enough
in its reserves to pay claims.

• The possibility of duplicate
payments.

• That users have proper autho-
rization codes when they set pay-
ments that exceed certain limits.

• If payments still are being
made on voided or closed cases.

• That proper dates are re-
corded for the last day a claimant
worked prior to the injury and the
date the employee returned to
work in temporary disability cases.

In addition, the system is

designed so that customized soft-
ware programs can be added later.
"We originally came up w.th 25
features that we wanted in a sys-
tem, but pared them down to 10,"
said Mr. Vitolo. "We may get into
more later, but we didn't want to

make the system too cumbersome
to learn."

CIC, the system's manufacturer,
will provide training for the New
York staff through a 21-day course.

Besides the initial $579,000 20:t of

the system, the city will also spend
around $35,000 on 1985 service con-
tracts to maintain the Microdata

9000 mainframe computer, 39
Viewpoint terminals made by Ap-
plied Digital Data Systems and 11
printers manufactured by Anadex
Inc.

Another service contract will be

signed later with CIC to maintain

INBUSINES
THERE'S MORE AN

0 R,

1 4

THAT'S WHY YOU
NEED A MORE-THAN-
ONE-COMPANY
INSURANCE AGENT.

Fire. Theft. Vandalism. Liabilify.
Computer Crash. Po//ution
Liability. Product Reca//. D&0
Liability. Business interruption
Losses. Product Liability. Key
Person Losses. These are just
some of the many risks that
businesses must face every day.
What's the best way to manage
these risks? Many risk managers
tum to their independent Insur-
ance Agent. They know that an

/ndependent Agent is a true
professional who can recom-
mend creative programs that
utilize traditiona/ insurance,
self-insurance, co-insurance,
captives, or a combination that
best suits the special needs of
your business. And because
independent Agents represent
several insurance companies
not iust one, they can help you
select the best business cover-

ages at the best price.

So no matter how big or
small your business, it's a good
idea to consult an /ndependent
/nsurance Agent. They're the
more-than-one-company agents

and he/ping you manage your
business risks is their business.

Contact your /ndependent
/nsurance Agent today. You'//
find one wherever you find this
symbol.

< YouRdependent 
\ /nsurance 0 /AGENT /
 SERVES YOU FIRST /

THE MORE-THAN-ONE-COMPANY

INSURANCE AGENT.

the system's software.
CIC also provides GENCOMP

users with a software support sys-
tem from its North Hollywood of-
fice. The support system allows the
New York City office to interact
with CIC's system through a com-
munications modem. Using the
modem, CIC can dial changes into
the software programs, updating
them or correcting "bugs" in the
system without having to make
costly service trips.

CIC says the GENCOMP system
allows employers to pinpoint par-
ticular areas that are producing a
high number of comp claims.

Ralph Flygare, vp of CIC, said
the system can generate graphic
charts that indicate how much is

paid out on certain claims and how
frequently those claims occur.
When a high-dollar, high-fre-
quency claim is found, "safety
managers can pinpoint the prob-
lem," he explained.

GENCOMP also will produce all
the reports that are required by city
and state regulations, he noted.

Mr. Flygare said New York's sys-
tem is large compared to most that
CIC installs and is "almost identi-

cal" to the one being installed in
Los Angeles County.

The system isn't limited to mu-
nicipalities, Mr. Flygare pointed
out. It also is used by large corpora-
tions that self-insure or self-admin-

ister their workers compensation
claims, he said.

Corporate clients that are using
Gencomp include Pacific Bell Tele-
phone Co., Rockwell International
Corp., Universal Studios and Lock-
heed Corp.

Third-party administrators also
use the system to administer claims
for clients, he added. .

Ex-officer indicted
Continued fTom page 2

Since then, according to the in-
dictment, Mr. Wilson has continued
to write fraudulent bonds through
an agency he owns, purportedly on
Merchants' behalf.

One proposal bond, for $150,000,
was issued on behalf of the city of
Eastlake, Ohio, for contract mainte-

nance of park facilities. Another
bid guarantee and contract bond
was issued to a Cleveland firm,

Brookpark Replacement Windows,
according to the indictment.

"He just continued to operate as
if nothing had happened," Mr.
Dormann said.

Mr. Dormann added that Mer-

chants didn't find out about the

bonds allegedly issued by Mr. Wil-
son until bondholders started call-

ing the company with questions.
"When our casualty people

checked the records, we couldn't
locate the bonds," he said.

Mr. Wilson never remitted any
of the premium due to Merchants
on the bonds, Mr. Dormann said.

"He sure didn't report (the pre-
miums) to us. He was playing insur-
ance company," Mr. Dormann says.

Merchants is still trying to deter-
mine the number and value of the

bonds Mr. Wilson issued, according
to Mr. Dormann.

Mr. Wilson says he had a non-
cancellable contract to act as an

agent of Merchants, which Mer-
chants improperly tried to cancel.

He added that some of the bonds

he handled required payment of an
annual premium and contained no
expiration date, running until can-
celed by the obligee or the insur-
ance company.

With these types of bonds, Mr.
Wilson claims, he was entitled to

act as the agent of Merchants as
long as the bond was in force.

Mr. Wilson, who complains that
Merchants has withheld commis-
sions it owes him since October

1983, said that he wrote "very few"
bonds on behalf of Merchants. m
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opinions . business
A case of machinations msurance®

Reporting weekly for corporate risk,

TTYHE INTERNAL Revenue Service argument in the
employee benefit and financial executives

Ownership of Constance Insurance Co.
1 Crawford Fitting Co tax case reads like a parody Publisher Alfred Malecki (New York)

of the IRS position on captive insurers

31--
Editor: Kathryn J Mcintyre,RM (Chicago)

But, in all seriousness, the IRS attacked an insurance Fred A Lennon -1
Fred A. Lennon Managing Editor. James M Burcke (Chicago)

policy purchased by Crawford Fitting as a captive/self- and farntly 
Deputy Editor. Lorne Gibson (Ch,cago)

insurance plan As a result, the IRS denied Crawford a
CHICAGO: Alison Kittrell (Copy Ed,tor)

business expense deduction for a portion of the insur- -* /5-
1

Marla Antells (Assistant Copy Ed,tor)
ance premium it paid to its primary general and prod- Crawford Regional Crawford employees

uct liability insurer, Constance Insurance Co Fitting Co. warehouses and counsel J Carol Cain (Associate Editor)

Meg Fletcher (Associate Editor)

To appreciate how ludicrous the IRS argument in 1
f

1 Stephen Tarnoff (Assoc,ate Editor)

this case was, one has to review the IRS position on ., 4$»*ce  | Linda J Collins (Agent/Broker Top,cs

Au'*4 .*. Associate Editor)
captive insurance companies Revenue Ruling 77-316 Constance

Diane Kast,el (Staff Reporter)
Bascially, the IRS said that a wholly owned insur-

ased  3 Insurance Co.
Marilou Jones (Directory Ed,tod

ance company and its parent company are members of Janice L Wheaton (Graphics Ed,tor)

the same economic family A loss suffered by the par- Constance a captive of Crawford Fitting, arguing that Amy Palmer (Graphic Art,50

ent company and paid by its wholly owned insurance the owners of Constance were so related to the owner Donna D,Blase (Proofreader)

Jane G Blumhorst (Ed,tor,al Assistant)
subsidiary is a loss to the economic family Therefore, of Crawford that Constance is a captive of Crawford
no risk has been shifted to another or distributed That was carrying the far-fetched economic family LONDON: Stacy Shapiro (London Editor)

among others as required by the definition of insurance theory-which attorneys point out doesn't exist in tax LOS ANGELES: Robert A Finlayson (Bureau Chiet)
Steve Taravella (Assoc,ate Ed,tor)established by case law Since the transaction does not law-far afield What do we call thist> "The marriage

constitute insurance, the premium paid by the parent family theory NEW YORK. Douglas Mcleod (Bureau Chte/)

company to its wholly owned insurance company can't Making the IRS position even more unconvincing Michael Bradford (Assoctate Editor)

Judy Greenwald (Assoc/ate Editor)
be deducted as a legitimate business expense were the machinations it had to go through to deter-

The IRS does concede that to the extent the premium mine the amount of taxes Crawford owed Of the total
WASHINGTON: Jerry Ge,sel (Washington Editor)

Corporate: Joe Faraci (Corporate Art Director)paid to the captive is ceded to an unrelated reinsurer to $575,000 original premium paid to Constance, $475,000
cover the parent company's risk, the premium paid by was paid to an unrelated reinsurer, leaving only

Advertising Director Donald A Walsh (New York)
the parent is deductible. $100,000 for the IRS to dispute And, since Crawford

Midwest Sales Manager: Robert L Niesse (Chicago)
While many companies have taken tax deductions had paid only $157,028 of that $575,000 premium

for premiums paid under the very circumstances the (others insured under the policy paid the bulk of the CHICAGO: Deborah D Neale (Distnct Manager)

Beverly J Kluxdal (District Manager)
IRS says do not constitute an insurance transaction, it'S premium), the IRS had to prorate to Crawford that

fran Pryby\o (Production Manager)
clear that Crawford Fitting studied the IRS position portion of the $100,000 of the retained premium it

LOS ANGELES: Michael J Sharpe (District Manager)
very carefully so as not to run afoul of it found related to insurance of Crawford's risk $20,485

NEW YORK: Charles A Horvath (Distnct Manager)As the accompanying chart shows, Crawford Fitting The taxes the IRS demanded, and was paid $9,423
Jack Forrest (Distnct Manager)

Co did not own Constance Insurance Co Yes, the sole Constance also did not resemble insurers in tax cases
Nancy Ellen Zelman (District Manager)

owner of Crawford Fitting, Fred A. Lennon, is one of won by the IRS in which the parent company was the Marianne J Dueweke (F,nancial Advert,s,ng

the several owners of the warehouses that hold partial only insured and/or the insurer was undercapitalized Manager)

ownership in Constance. And yes, members of Mr We hope the ruling by U S District Court Judge Director of Commumcations: Ronnie I Drachman

Lennon's family are owners of those warehouses. And David Dowd ordering the IRS to refund the disputed (New York)

yes, three Crawford employees and an attorney for the taxes-plus interest-to Crawford brought the IRS
EDITORIAL: Chicago 312-649-5398

company invest in Constance back to reality on this case We'd hate to see the IRS London 01-4044228

Call it careful tax planning Call it shrewd. But, we waste any more of the taxpayers' money on an appeal Los Angeles 213-651-3710

don't think the IRS had a leg to stand on when it called of the well-deserved victory for Crawford Fitting New York 212-210-0100

Washington 202-662-7200

letters ADVERTISING: New York 212-210-0133

Chicago 312-649-5276

Los Angeles 213-651-3710

50% savings for self-insurance seems too high COMMUNICATIONS: New York 212-210-0132

CIRCULATION: Chicago 312-649-5221
To the editor In the article "DEFRA insurance" Mr Gipson is referring to Weverhaesuer by the state would reflect

Could Hike Self-Insurer's Cost 20%" (BI, when he compares the savings he claims the loss expenence of other lumber com- Published by Crain Communications Inc , Chicago

Jan 28), Kenneth Gipson of the Weyer- to have realized under the self-insured panies in the state, and Weyerhaeuser's G D CRAIN JR

haeuser Co is quoted as saying that self- program loss erpenence ts generally better Mr Founder (1885-1973)

insurance costs about half of what lt Is the savings referred to a result of a Gipson also credits Weyerhaeuser's sau- MRS G D CRAIN

would cost Weyerhaeuser if it purchased more effective claims management pro- ings under its self-insured program to Chairman

commercial insurance, even if it received gram under the self-insured plan, result- good claims control and retention of funds KEITH E CRAIN

a 25% discount from manual rates mgm fewer claims and lower claims set- that otherwise would become msurance Vice chairman

Based upon my understanding of Mr tlements?If so, would not this savings also company proftts S.R. BERNSTEIN

Gipson's statement, Weyerhaeuser is ful- be possible under an insured plang Chairman..executive committee

filling its workers compensation obliga- I am sure Mr Gipson deserves credit ISO's predictions, RANCE CRAIN

tions to its employees for an annual cost of for the good work he has done at Weyer- President

approximately $225 million vs the $45 haeuser, and perhaps his comments were 'salvation' flawed MARY KAV CRAIN

million it would cost if it purchased com- taken out of context But a 50% savings on Treasurer

mercial insurance $45 million in premiums seems a bit To the editor I'd feel better about Insur- MERRILEE P CRAIN

I do not deny that an employer can save much Perhaps Mr Gipson can explain in ance Services Office President Daniel J Secretary

significant amounts of money by self-in- more detail how he has achieved such sig- MeNamara's prediction of a $62 billion ca- JAMES M FRANKUN

suring its workers compensation risks if nificant savings pacity shortfall in the property'casualty Vp-finance

the program combines the proper mixture Harry F. Custis, CLU, CPCU, ARM insurance marketplace (BI, Feb 4) if he Published weekly at 740 Rush St. Chicago. Ill 60611, Telex 25-4248. Cable
of administrative cost savings, improved President, Chief Executive Officer had made it last year CRAINCOM Offices 220 E 42nd St, New York, N Y 10017, Telex 604207

cash flow, effective and aggressive claims Corporate Insurance Management And now we're to believe that claims- CRAIN COM NYK, Suite 814, National Press Building, Washington, D C

management, excess insurance and luck Washington made policy forms are going to save in- 20045,6404 Wilshire Blvd, Los Angeles. Calif 90048,20-22 Bedford Row,

But a 50% savingsp
London WC1 R 4EB, England $1 50 a copy $52 a year in U S Canada and

• Editor's note In Washington state, surers, with the attendant pricing prob- all other foreign add $16 for surface mall Europe and Middle East only add
Over the years we have been able to where most of Weyerhaeuser'S employees lems and temptation for insurers to un- $45 for air delivery First-class mail to U S and canada only, add $48

arrange for our chents, who are much work, an employer has only two options derprice this policy, too? Bermuda only, $97 per year expedited delivery WILLIAM STRONG,

smaller than Weyerhaeuser, both in- for funding workers compensation risks Robert J. Field vp-circulation ROBERT FIORITO, circulation manager ROGER

curred and paid-loss retrospectively rated Buy insurance from the state industnal Administrator DIGREGORIO, A#R#ment director Four weeks' notice required for change of

programs, which are basically cost-plus in insurance fund br self-insure Therefore, County Road Assn address Send subscription correspondence to Circulation Department,

nature with a maximum cost feature, ie, Weyerhaeuser cannot buy in Washington Self-Insurance Fund Business Insurance, 740 Rush St , Chicago, Ill 60611, or phone

an insured plan Under these programs, state the type of insurance program from Lansing, Mich
312-649-5221 Microfilm copies areavallable from University Microfilms, 300

Zeeb Road, Ann Arbor, M,ch 48013 Microfiche copies available Bett &
the employer's cost is the basic premium a commercial insurer that Mr Cust:s de- Howell, Micro Photo Division, Old Mansfield Road, Wooster, Ohio 44691
(usually between 10% and 20% including scnbes as so cost-effective Business Insurance welcomes letters from Portions of the editonal content of this issue are available for reprint or

tax) plus the employer's claims adjusted Mr Gipson notes that hts $45 mittion es- 1ts readers Please keep your comments as reproduction in other media For Information and rates to reproduce in
by the insurer's loss adJustment factor timated insured premium was based bnef as possible We reserve the nght to general circulation meda, contact ART MERTZ, The Crain Syndicate, 740
Since I would assume that Weyerhaeuser partly on rates charged by the state fund edit letters foT clarity or space We will not Rush St, Chicago. 111 60611. 312-649-5303 For reprints or reprint

could arrange for an insured program Those rates do not allow as much credit publish unsigned letters Send your com- permission contact. Repnnt Department, Business Insurance, 220 E 42nd

that is at least as good as we have ar- for good Zoss erpenence or loss-control ments to Letters to the Editor, Business St, New York,NY 10017, 212-210-0229

ranged for our smaller clients, I am com- programs as commercial insurers would Insurance, 740 N Rush St, Chicago, Ill Member of Business

pelled to ask what type of "commercial grant In addition, the Tate charged 60611
Publications Audit 01 Circulation *ABP
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At Fireman's Fund, we're making changes
to grow even stronger. Changes
in products. Changes in procedures.
Changes beneficial to you. That's why
we've added a valuable new service,
the Fireman's Fund Hot Line. It

allows you to share information.
Solve problems. Let off a little steam.

Call the Fireman's Fund ARA
toll-free Hot Line between /Bil
9:00 a.m. and 5:00 p.m. and ®/,IA- ,1
talk to one of our special- 
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MARCH COMING SOON

18 1
BENEFITS: COST CONTROL

March

5

AD CLOSING: TUESDAY, MARCH 5

business
insurance

New York: 220 East 42nd Street, N.Y. 10017 (212)210-0133
Chicago: 740 Rush Street. IL 60611 (312)649-5275
Los Angeles: 6404 Wilshire Blvd., CA 90048 (213)651 -3710

if all group
dental plans are
beginning to
look alike...

discover the Delta.,tevence!

No other system has so many built-in checks and balandes.

With over 15 million people covered, Delta is the
largest dental plan system in the United States.
We're also the oldest.

We wrote the first group dental care programs in
the country. Then we pioneered a system of qual-
ity assurance and cost containment that is still
unmatched by any other plan.

No other system has so many built-in checks and
balances.

Participating dentists file their fees with us and
guarantee they'll charge no more. In cases where
extensive dental work is required, they submit
treatment plans in advance to determine how
much the program will cover and how much the
patient will have to pay.

You know where you stand with a
Delta Dental Plan.

Delta Dental Plans Association

211 East Chicago Avenue, Dept. F
 Chicago, Illinois 60611

California homeowners file

asbestos property lawsuit
Continued from page 3
the cost of each inspection at $50 to
$300.

It estimates the cost for asbestos

abatement in each of the homes

from $2,000 to $9,000, adding that
the "great majority" of the individ-
ual claims are under $10,000.

The plaintiffs seek to recover
damages based on several theories
of liability: negligence, strict liabil-
ity, breach of warranty, nuisance
and civil conspiracy.

"Persons present in homes
owned by plaintiffs have been ex-
posed and will continue to be ex-
posed to and have inhaled and will
continue to inhale asbestos fibers,"

the suit says.
As a result, some have suffered

physical harm, some have con-
tracted asbestos-related diseases

and there is "substantial probabil-

Patients are only responsible for applicdble co-
payments and deductibles.

Everything is all spelled out. No surprises, no com- .
plaints, no problems. Just predictable fees and
affordable rates.

Employer, employee, benefits manager, dentists
- everyone knows where they stand with a Delta
Dental Plan.

If you can't say the same for your present group
dental coverage, then it's time to compare your
plan with ours.

For a free copy of Delta's 10-point Dental Plan
Comparison Chart, call our National Accounts
office at 312-337-4707.

ity" that others may contract such
diseases.

The suit notes that the presence
of friable asbestos in plaintiffs'
homes has also resulted in property
damages, such as contamination or
causing the property to be unfit for
use.

Like many of the other property
damage suits that have been filed,
the suit charges that the defendants
knew early this century about the
dangers of asbestos but that, as part
of a common plan, they failed to
take any action to warn others of
the dangers or to remove the as-
bestos.

The suit says that members of the
asbestos industry intentionally sup-
pressed data on the relationship be-
tween asbestos exposure and dis-
ease beginning in 1935.

It also charges that the Asbestos
Textile Institute, an industry asso-
ciation, and its members intention-

ally suppressed, discouraged and
retarded research and publication
about the relationship between as-
bestos and various diseases and ac-

tively concealed and misrepre-
sented the relationship as early as
the 1950s.

The suit charges that all mem-
bers of the asbestos industry, in-
cluding the defendants, were aware
of or should have been aware of

studies and data linking asbestos
with various diseases and that they
were aware of the suppression,
concealment and misrepresentation
of that information, but still contin-

ued to produce the product without
warnings.

It says the defendants acted pur-
suant to a common plan, concert of
action and concerted course of con-

duet to suppress and conceal the in-
formation.

Spokesmen for two of the defen-
dants listed in the complaint, U.S.
Gypsum Co. and Kaiser Cement
Corp., declined to comment last
week on the suit.

The suit names the following de-
fendants, including subsidiaries, af-
filiates and predecessor companies:

Armstrong World Industries Inc.
of Lancaster, Pa.; Asarco Inc. of

Jersey City, N.J.; Asbestos Corp.
Ltd. of Montreal; Asbestos Fibres
Inc.; Asbestospray Corp.; Bairnco
Corp. of New York; Bell Asbestos
Mines Ltd. of Quebec; Bes-Tex Inc.

of San Diego; Combustion Engi-
neering Inc. of New York; Crown
Cork & Seal Co. Inc. of Philadel-

phia; Cape Asbestos Co. Ltd. of Jo-
hannesburg, South Africa; Cassiar
Resources Ltd. of Vancouver, Brit-

ish Columbia; Certainteed Corp. of
Valley Forge, Pa.; Dana Corp. of
Toledo, Ohio; Eagle-Picher Indus-
tries Inc. of Cincinnati; and The
Flintkote Co. of San Francisco.

Also named are GAF Corp. of
Wayne, N.J.; Georgia-Pacific Corp.
of Atlanta; W.R. Grace & Co. of

New York; Kaiser Cement Corp. of
Oakland, Calif.; Louisiana-Pacific

Corp. of Portland, Ore.; National
Gypsum Co. of Dallas; North
American Asbestos Corp.; Owens-
Corning Fiberglas Corp. of Toledo;
Owens-Illinois Inc. of Toledo;
Pfizer Inc. of New York; PPG In-

dustries Inc. of Pittsburgh; H.K.
Porter Co. of Pittsburgh; Raymark
Industries Inc, of Trumbull, Conn.;
and Ryder Industries of Jackson-
ville, Fla..

Also, Sprayon Insulation &
Acoustics Inc.; Sprayon Research
Corp.; Sprayed Insulation Inc.;
Sprayo-Flake Co.; Turner &
Newall Ltd. of Manchester, Eng-
land; Union Carbide Corp. of Dan-
bury, Conn.; Uniroyal Inc. of Midd-
lebury, Conn.; U.S. Gypsum Co. of
Chicago; U.S. Minerals Products
Co. of Stanhope, N.J.; Jim Walter
Corp. of Tampa, Fla.; Wilkin Insu-
lation Co. of Mount Prospect, Ill.;
and Worben Co. Inc.

Various unnamed defendants are

also being sued. .
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Commissioner appointed
for first time in Colorado

DENVER-John Kezer,
who had been serving as in-
terim acting insurance com-
missioner in Colorado since

May, became the state's first
appointed insurance commis-
sioner this month.

On Nov. 6, voters approved
an initiative calling for the in-
surance commissioner to be

appointed by the governor and
confirmed by the Senate (BI,
Nov. 12, 1984). Previously,
Colorado had been the only
state that selected its insurance
commissioner through the
civil service system.

The Colorado Senate ap-
proved Gov. Richard D.
Lamm's appointment of Mr.
Kezer on Feb. 5. The length of
his term is at the governor's
discretion.

Mr. Kezer was appointed as
interim acting commissioner
in May to replace Daniel J. Co-
laiannia, who had served in
that capacity following the re-
tirement of Commissioner J.

Richard Barnes after 20 years
(BI, May 28, Feb. 13, 1984)

Mr. Kezer came to the state
Insurance Division from the

Department of Employment
and Training, where he was
director.

N.J. fines insurer

TRENTON, N.J.-Occiden-
tal Fire & Casualty Insurance
Co. of North Carolina, which is
based in Englewood, Colo., is
facing fines of $11,000 in New
Jersey for failing to pay claims
in a timely fashion to New
Jersey policyholders that in-
clude restaurants, bowling
alleys and taverns.

New Jersey Insurance De-
partment regulations require
payment of claims within 30
days after an insurer has re-
ceived proof of loss, said Act-
ing Insurance Commissioner
jasper 3. Jackson. In an inves-

tigation of Occidental, the In-
surance Department identified
10 claims, generally for prop-
erty damage resulting from
fires, vandalism or water dam-
age, that had not been paid
within the 30-day deadline.

Florida deputy
TALLAHASSEE, Fla.-

Gerald Wester has been pro-
moted to deputy commissioner
of the Florida Insurance De-

partment.
Mr. Wester will oversee the

divisions of Insurance Com-

pany Regulation, Insurance
Rating, Rehabilitation and
Liquidation, Insurance Fraud
and Insurance Consumer Ser-

vices, according to Commis-
sioner Bill Gunter. Mr. Wester

also will supervise 600 employ-
ees, and oversee the regulation
of 1,423 insurers and more
than 128,000 licensed insur-
ance agents.

After joining the depart-
ment in 1976, Mr. Wester was
director of the divisions of Ad-

ministration, Rehabilitation

and Liquidation and Insurance
Rating. And, since 1979, he has
served as Senate legislative
liaison for the department, a
post in which he will continue.

Mr. Wester replaces Gary
Guzza, who left the depart-
ment in December to go into
private business.

Regulator retires
INDIANAPOLIS, Ind.-In-

diana Insurance Commissioner

Don H. Miller is retiring-
again.

around the states

Mr. Miller, 69, first retired in
1975 as president of Local Finance
Corp. in Marion, Ind., and its two
subsidiaries, Grand National Life
Insurance Co. and the Guardian

Agency Inc. He was appointed in-
surance commissioner in 1981.

Mr. Miller recently told Gov.
Robert D. Orr that he wants to step
down as soon as March 1 and no

later than April 1. The governor is
seeking a replacement.

Mr. Miller, who helped coordi-
nate the rehabilitation efforts of six
insurer subsidiaries of Baldwin-

United Corp., said he will be avail-
able to assist in that case or other
pending matters. i
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(Check here.) Surface Mail. By Air.
USA 0 $52
Canada E $68 O $100

Bermuda (Air only) 0 $ 97
Europe/Middle East (Air only) 0 $ 97

All other foreign 0 $68 Rates on request.
0 new subscription. 0 renewal. 0 payment enclosed.
0 bill me. 0 bill company.

cornpany

nature of business

(please print)

0 business or El home address

telephone

city state/country zip/postal code

0 Please send information on your special 20%-011 group rate
for five or more subscriptions.

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

Mail to: Business Insurance

Circulation Dept. 740 Rush Street Chicago, IL 60611 HAS

LOSS CONTROL CONSULTANT

NOBODY
110E?

You've been through it before. You
picked a carrier because they talked
about all the wonderful things they
were going to do for your client, like
reducing losses. They probably sent
somebody out to look around and make
some suggestions. Then you never
saw them again. When the loss ratio
went up, nobody was home.

Western Employers knows that
effective loss control requires an ongoing
safety program, sound management
training, worker awareness, and keeping
a close watch on the results. It's easy
to see that all this takes time, something
many carriers are unwilling to spend.

In fact, while some carriers just talk
about service, Western Employers

Phoenix, AZ
Fullerton, CA
Los Angeles, CA

San Francisco, CA
San Mateo, CA

assigns a highly trained loss control
consultant to each of its policyholders. '
The consultant works with your client's
management to design and maintain a
long range safety program that really
works. That means fewer accidents,
increased worker productivity and sub-
stantially lower workers' comp costs.

The next time you're looking for a
comp carrier, give us a call. We don't
hide from our responsibilities.

adll/n WESTERN
IU EMPLOYERS

IIU INSURANCE

515 North Cabrillo Park Drive
Santa Ana, California 92702
714/973-2813 213/588-5151

Orlando, FL
Chicago, IL
Bedford, NH

Roseland, NJ
New York, NY

Portland, OR
Dallas, TX
Houston, TX
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Announcing a
Standard.& Poor's
Seminar-

April 15·16, 1985

Registration Fee: $500 each participant

The Palm Desert Resort

Palm Desert, California

INSURANCE/CREDIT
ENHANCEMENT
4 The Rating Process
4 PropertkCasualty Insurers
' Mortgage Insurers
4 Life Insurance
4 Credit Enhanced Financings
' Financial Guarantees
4 Structured Financings

For information or to register, please call Gail Neuman (212) 208-1702

i/ STANDARD & POOR'S CORPORATION
 25 Broadwav. New York. N.Y 10004

Exciting Group Workers'
Compensation Programs

RECREATIONAL MARINE INDUSTRY GROUP...

for marinas, boat dealerships and all allied segments of the industry;
program includes U.S.L. & H.

SECURITY INDUSTRY GROUP...

for security guard, detective and patrol agencies, burglar & fire alarm
monitoring, sales & installation.

Cover X has long advocated the use of mass purchasing power to reduce
insurance costs and create a stable market.

Both programs are now underwritten by Cover X on behalf of major A+ XV insurance carriers and
are available in most states.

Be the competition... Come to CoverX.

For further information or applications call or write ...

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

Executives oppose tax
on benefits, study says

By JERRY GEISEL washington
WASHINGTON-A Treasury

Department proposal to tax em-
ployee benefits is strongly opposed
by corporate officials, according to
a recent survey.

The survey, conducted in De-
cember by the Roper Organization
for the Washington-based Health
Insurance Assn. of America and

the American Council of Life In-

surance, found that 80% of 550 chief
executive officers opposed a tax on
employee benefits.

Some 90% of the surveyed chief
executive officers also opposed eli-
minating the section of the Tax
Code that allows employers to take
tax deductions for their benefit ex-

penses. Two-thirds said tax deduc-
tibility was an important factor in
their companies' decision to estab-
lish benefit plans.

About 70% of the executives said

their companies would cut benefits
to some degree if the tax exemption
for employees or the tax deduction
for employers were dropped.

And, the public doesn't want the
federal government to tax em-
ployee benefits either, according to
the survey.

Some 77% of 500 people sur-
veyed opposed taxing employee
benefits.

Under a tax simplification plan
proposed by the U.S. Treasury De-
partment, employers' health care

costs that exceed $70 a month for

individual coverage and $175 a
month for family coverage would
be included as taxable income to

employees (BI, Dec. 3, 1984).
The cost of other employer-pro-

vided benefits, like term life insur-

ance, dependent child care, van-
pooling and group legal plans, also
would become taxable income to

employees.
The Treasury plan also would

wipe out 401(k) salary reduction
plans and tax-free cafeteria benefit
plans. However, the plan would not
affect companies' ability to take tax
deductions for their employee ben-
efit expenses.

OPIC has record year
The Overseas Private Invest-

nnent Corp. is coming off a record
year.

Fiscal 1984 net income for OPIC,

the federal corporation that pro-
vides political risk insurance to
U.S. companies investing in less-
developed countries, totaled a rec-
ord $97.2 million, up from $82.7
million in 1983.

Insurance coverages issued also
totaled a record $4.3 billion for 124
projects last year, up from $3.9
billion for 107 projects in 1983.

Between 1981 and 1984, OPIC is-
sued a total of $12.8 billion in insur-

ance coverage for 438 investment
projects. That $12.8 billion com-
pares with the $8.6 billion in cover-
age OPIC issued between 1971 and
1980.

In addition, OPIC's annual prof-
its between 1981 and 1984 have

averaged $85 million, nearly dou-
ble the $44-million average for the
1971-1980 period.

The sale of political risk insur-
ance began to boom after the Is-
lamic revolution in Iran in 1979

and the subsequent expropriation
of American investments and prop-
erties, many of which were unin-
sured (BI, Sept. 5, 1983).

Meanwhile, OPIC's authority to
provide political risk insurance
runs out on Sept. 30. However,
OPIC officials expect Congress to
reauthorize OPIC's insurance pro-
grams well before that deadline.

Pension plans up
The number of single-employer

defined benefit pension plans in-
creased during the early 19805, ac-
cording to the Pension Benefit
Guaranty Corp.

Between 1980 and 1982, the num-

ber of single-employer pension
plans covered by the PBGC's ter-
mination insurance program in-
creased to 109,929 from 103,919, the
PBGC found in a recent survey.
The number of covered plan partic-
ipants rose to about 29.5 million
from about 27.9 million.

Under law, all private defined
benefit pension plans are insured
through the PBGC's mandatory in-
surance program. However, the
PBGC does not extend coverage to
federal, state and local government
pension plans.

Of those 109,929 pension plans, 39
plans had more than 50,000 partici-
pants; 335 had between 10,000 and
49,999 participants; and 3,613 had
between 1,000 and 9,999 partici-
pants. There were 18,328 plans with
between 100 and 999 participants
and 87,614 plans with between 1
and 99 participants.

While single-employer plans ex-
panded, the number of multiem-
ployer plans-plans jointly spon-
sored by different employers and
their unions-declined slightly, ac-
cording to the PBGC study.

In 1982, 2,465 multiemployer
plans were operating, down a bit
from the 2,471 plans in operation
in 1980. However, the number of
plan participants rose, to about
8.74 million from about 8.67 mil-

lion.

The construction industry in
1982 had the highest number of
multiemployer plans: 1,059 plans
with about 2.4 million participants.

Other industries with a high
number of multiemployer plans
and participants include:

• Manufacturing: 296 plans and
1.5 million participants.

• Retail trade: 278 plans, 1.1 mil-
lion participants.

• Services: 207 plans, 683,200
participants.

• Transportation: 161 plans, 1.5
million participants.

However, multiemployer pen-
sion plans are rare in sonne seg-
ments of industry.

For example, the PBGC found
just 30 multiemployer pension
plans in 1982 in the finance, insur-
ance and real estate industry,
where unionization is rare. Those

30 plans had just 4,500 participants.
Free copies of the study "PBG<

Coverage in the Early 1980s" are
available from the PBGC, Commu-
nications and Public Affairs De-

partment, 2020 K St., N.W., Suite
7100, Washington, D.C. 20006.

Acting OPWBP head

Alan Lebowitz, a deputy admin-
istrator at the Labor Department's
Office of Pension and Welfare

Benefit Programs, has been named
acting administrator of the
OPWBP.

Mr. Lebowitz replaced Robert
A.G. Monks, who resigned after a
one-year stint as OPWBP adminis-
trator in January to take a job in
private industry.

Mr. Lebowitz has been with

OPWBP since January 1979. He
also served as acting administrator
from September 1983 to January
1984 when administrator Jeffrey
Clayton resigned.

Before joining the Labor Depart-
ment, Mr. Lebowitz worked in the

employee benefit plans division at
the Internal Revenue Service. He

has a law degree from Suffolk Uni-
versity in Boston. m
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METROPOLITAWS CARDS
HELP YOU WIN IT.

At Metropolitan we've made group
insurance an entirely new game. And
if you're a group insurance broker or
consultant, it's yours with our
compliments. Just play your card -
right on the coupon - and we'll send
you a game free. You'll see that when
you need to design life, income
replacement, medical, dental or any
kind of group benefits plan for 50 or
more lives, Metropolitan's the name
of the game.

GET MET. IT PAYS.
dv6 Metropolitan Life
A ANDAFFILIATED COMPANIES

© 1985 Metropolitan Life Insurance Company. New York. N. Y.

SEND TODAY FOR YOUR FREE GAME

Simply complete this coupon, attach your
business card and mail to:

Metropolitan Life Insurance Co.,
Group Marketing Division - Game
One Madison Avenue

New York, N.Y. 10010.

Type of group case you are most likely
to handle:

0 Life Il Income Replacement
El Medical El Pensions/IRAs 0 Dental

0 Full Package Il Creditors
Size of group case you are most likely
to handle:

Il 50-200 lives El More than 200 lives

Frequency of group cases handled
per year:
Il lor 2 Il 3-5 Il 6 or more

2B185

Supply of games limited. Offer expires May 31,1985 and is available only togroup insurance brokers and consultants. Offer not available to employees of Metropolitan Life Insurance Company.
its subsidiaries, affiliates and advertising agencies or previous game respondents. Please allow 6 weeks for delivery.
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Specializing in practical commercial
property and casualty reference
manuals.

• Manual of Rules Classifica-

tions, and Interpretations
for Workers Compensation
insurance

•Manual of Umbrella Forms

and Interpretations
• Manual of Insurance

Checklists

• General Liability Manual

00 INTERNATIONAL
U · RISK MANAGEMENT

INSTITUTE, INC.

10300 N. Central Expressway

Building 111, Suite 208
Dallas, Texas 75231-3390

Telephone (214) 363-9656

Transamerica forms division

for special risks, other covers
Los Angeles-based Transamerica

Insurance Co. has formed a spe-
cialty division to underwrite excess
and special risks, fidelity and
surety coverages and assumed rein-
surance.

The company last summer estab-
lished separate divisions for per-
sonal and commercial lines as part
of its plan to establish "profit cen-
ters" that isolate particular types of
business.

A spokesman for the insurer said
Transamerica would not be "diving

KANSAS After all, your business has been
We're no strangers to one another.

CITY, fact, we're so pleased with our
our business for some time now In

working relationship that we're

HERE WE
here in Kansas Ciw. Start looking
locating a brand new office right

COME' forward to evenbetter structured. settlement service.

THE
STRUCTURED
SElTLEMENTS TM
COMPANY
Jack Turk

35 Corporate Woods
9101 West 110th St., Suite 235
Overland Park, KS 66210-1408
(913) 451-2575/(800) 237-6361

Offices in: Boston • Cincinnati• Dallas • Kansas City • Los Angeles • New York • St. Petersburg • San Francisco

i#'4

ilm i

Choose an employee benefits program
as carefully as you choose your employees.

e
THE CRUMP COMPANIES, INC.

Our people make us better.
We're in 41 cities in 22 states, plus Bermuda. To find the office nearest you, call 901-761-1550.

markets

into the specialty business, but
would be aiming at building lasting
relationships with agents."

Excess and special risk opera-
tions are new ventures for the firm,

the spokesman said. Fidelity and
surety business and assumed rein-
surance are being transferred to
the specialty division "because it
seems to fit better there. We are

isolating our key business into the
three divisions."

Dennis E. Arnold is senior execu-
tive of the new division.

A&A has new division
Alexander & Alexander Inc. has

formed a credit enhancement ser-
vices division to offer financial

guarantee products, including in-
dustrial revenue bond guarantees,
corporate debt guarantees and lim-
ited partnership investor bonds.

Thomas J. Peterson, senior vp
and national sales director, will
head the unit.

CIGNA unit HMO, PPO
CIGNA Healthplan Inc., a sub-

sidiary of CIGNA Corp., has estab-
lished a health maintenance orga-
nization in Wilmington, Del.

CIGNA Healthplan of Delaware,
which will be offered to employees
in the Wilmington area, is contract-
ing with the Diamond State HMO
Individual Practice Assn., an asso-

ciation of primary care and special-
ist physicians who will serve mem-
bers of the new HMO.

Leonard A. Colavita, executive

vp of CIGNA Healthplan, said the
plan is CIGNA's first entry in the
Northeast, "where we plan to open
or acquire additional HMOs."

Connecticut General Life Insur-

ance Co., another CIGNA Corp.
unit, has established a preferred
provider organization available to
employers in the Miami area.

The South Florida PPO, which

began operating last fall, includes
seven hospitals and more than
1,100 physicians. The providers are
located in Fort Lauderdale and

Miami and are available to employ-
ers in Dade and Broward counties.

Participating hospitals and phy-
sicians have agreed to limit fees
and take part in a utilization re-
view that will assure patients are
receiving appropriate care, accord-
ing to CIGNA. Patients will be able
to choose the participating physi-
cians and hospitals they desire.

The South Florida PPO is avail-

able to more than 10,000 area resi-

dents, CIGNA says.

New consulting firm
A new risk and insurance man-

agement consulting firm, Risk
Strategies Inc., is forming in
Darien, Conn.

The firm, which will formally
open March 1, will perform risk
and insurance management audits
for government and institutional
clients and will provide analysis
and counseling in the areas of risk
financing, self-insurance and other
administrative issues.

The consulting firm has been
formed by Bernard M. Brown, a
former vp of Risk Planning Group
Inc. in Darien, and Michael D.

Dangelo, former assistant general
counsel and risk manager of Lenox
Hill Hospital in New York.

Mr. Brown is president of Risk
Strategies and Mr. Dangelo is exec-
utive vp of the new firm.

The firm's address is 1120 Post

Road, Darien, Conn. 06820. A

phone number will be announced
shortly.

ISO, NCCI won't merge
Officials of Insurance Services

Office Inc. and the National Coun-

cil on Compensation Insurance
have decided against a plan to con-
solidate the two organizations.

The decision is based on results

of an evaluation by a special com-
mittee of six insurers that found

the benefits of such a merger would
not outweigh the disadvantages.

The committee studied the possi-
ble benefits of merging the prop-
erty/casualty industry's largest sta-
tistics-gathering and rating organi-
zations. The insurers did not iden-

tify potential savings a consolida-
tion would generate.

Financial services
Financial Services Interme-

diaries Inc., a wholesale marketer

of financial insurance coverages,
has been formed in Atlanta.

The new firm will act as an in-

termediary for independent agents
that offer financial insurance cov-

erages for banks, savings and loan
associations and other financial in-

stitutions.

Executive Vp Jamie R. Anthony
Jr. said Financial Services will

have access to markets that provide
financial guarantee and credit en-
hancement coverages, general part-
nership liability, residual value
guarantees for leasing operations,
lease non-appropriation guarantees
and depositors' coverages.

Financial Services is located at

230 Peachtree St. N.W., Atlanta,
Ga. 30343; 404-521-0160.

HMO stock sold

HealthAmerica Corp. has com-
pleted a previously announced
agreement to acquire a 40% interest
in MetroHealth Inc., an Indianapo-
lis health maintenance organiza-
tion.

The rest of the HMO's stock will

be distributed to employees and
physicians associated with the plan
as part of MetroHealth's conversion
to a profit-making status.

MetroHealth operates six medi-
cal centers in the Indianapolis area.

HealthAmerica operates HMOs in »
29 markets in 18 states.

New offices
The new address of the Dowa

Fire & Marine Insurance Co.

Ltd. is C/O Royal Insurance, 150
William St., New York, N.Y. 10038;
212-553-3000.

Independent insurance broker
Chas. E. Rue & Son Inc. has relo-

cated its company headquarters to
3812 Quakerbridge Road, Trenton,
N.J., 08619-0006; 609-586-7474.

Towers, Perrin, Forster &

Crosby has relocated its New York
Consulting Office, U.S. Interna-
tional Consulting Office and Corpo-
rate Group to 245 Park Ave., New
York, N.Y. 01067; 212-309-3400.

Mergers/acquisitions
The W.S. Vogel Agency Inc. in

East Orange, N.J. has acquired the
health claims administration divi-

sion of First Consulting & Ad-
ministration Inc. in Kansas City,
Mo. The division will be renamed

Central Benefit Systems Inc.
The Wyatt Co. has acquired

Stone. Young & Co., an actuarial
and pension consulting firm in
Upper Montclair, N.J.

Consolidated Group Inc. of
Framingham, Mass., a third-party
administrator of health and em-

ployee benefit plans for small busi-
nesses, has acquired Planned Em-
ployee Programs Inc. of
Bala-Cynwyd, Penn. .
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Berkeley will cover domestic partners'
Existing health care benefits for

employees of the city of Berkeley,
Calif., will be exfanded to cover
"sile don*st: c partners."

The expanded coverage will apply
regardless of whether -he employee
ard his or her partner are married
or are of the ogpcsite sex.

Nancy Bellard, assistant to the
ci:y manager/r:sk manager, said
dental coverage for the 1,300 em-
ployees wit. te excanded first, on
March 1. Expanded medical cover-
aEe will fol.cw 'shortly thereaf-
ter." she sail "We hope to have en-
rcllment done by the end of
(J.me)."

Under the expanded plans, an
unmarried employee anc his or her
partner mist sign afficavits that
they've lived toge--her for at least
six months as ech other's "sole dc-

mestic partner" to get coverage.
If they q.talify, the domestic

partner wil. receive health care
benefits iden.ical Ic those of the

sFouse of a marr.ed employee.
Ms. Bellard s:.d the Cfty Councl

voted in December :o expand the
ccverage, ater a July recommer-
dation by the c.ty's Human Rel:-
tions & Welfare Commission (BL

Sept. 24,1984)
"There's teen quite a bit of lob-

bring on behalf of the gay commL-
nity," Ms. Bellard said, adding that
the council's decision was "in re-

sEonse to (th.s) lobbying."
The city sel--r.sures :ts medical

and dental p.ans.

Hall ups health costs
Broker Frank B Hall & Co. Inc.

is among those companies that ask
employees t) pay a larger
chunk of th€ir health care bills.

benefit beat

The New York-iased broker's

current health care plan requires its
3,500 salar:ed employees to contrib-
ute more toward their premiums
pay larger deductibles and accept
higher out-of-Focket max.mums

The changes, which became ef-
fective last year, rec uire employees
k pay 15% of their health care pre-
mi-ims. Previously, employees' pre-
mi-im corzributions were based on

their salary and level of coverage.
Lisa Sa>onmeyer personnel and

benefits administrator, said the
current requirement, means a
larger premium bill for all employ-
ees.

Employees are required to con-
triiute $1C.44 each ti-weekly pay
period to the premium.

However, under the former plan
on.y employees who made 515,00C
or more and had dependents made
a Tremium contributiin, which was
$6.92 each pay pericd.

Under the ctrrent plan, deduct-
ibles also were increased to $200

per person with a maximum de-
ductible for family coverage of
$6)0. Previously, the deductible
was $100 per person with a $300
family lim:t.

And, the maximim amount em-

pl,iyees are required to pay for
health care in a gipen year has in-
creased under the current plan
E€ pending on sal:ry, the out-of-
po.ket maximum is $1,000 to $5,000
a rear. Under the cld plan out-of-
prket expenses cculd not exceed
$730 for indivjdual coverage and
$1500 for family coverage.

The curzent, zomorehensive plan

alsc applies the dedictibles, co-pay-
ment levels and out-of-pocket
maximums to hospitalization
charges. Under the old plan, all
hosp.talization charges were paid
on a irst-dollar basis.

The cirrent plan however, elim-
inares the $1 million cap on lifetime
healtih care benefits. An unlimited

lifezime maximum now exists.

In addition, Hall has added in-
centives for employees to use cost-
contamment measures. Employees
who get second surgical opinions or
taie preadmission testing cr out-
Tater.t surgery arc reimbursed on
a firs:-collar oasis rather than the

r.ormal 20% co-payment level.
Connecticut General Life Insur-

ance Cc. inderwri-ks Hall's health

care 20erage

AMF plan termination
AMF Inc. in White Plains, N.Y.,

expects to gene. a:e about $100,000
from the termination of its defined

benefit pension plan. It is not im-
mediately replacing the plan.

Tte industrial and leisure prod-
ucts company terminated the plan
cn Eec. 31, 1984. Candace Cox, se-

nior financ.a. analyst, said the plan
hac assets of $193 mi_lion at year-
end and was overfunded by ap-
proximately 510) 000.

Bryan Nazario benefits systems
specialist, said tnE surplus resulted
fro:r "generous eintributions by
the company and favorable invest-
ments: He said the money gen-
erat€d by the plan termination will
be used for acquisitions and "gen-
eral zorporate purposes."

Instead of replacing the plan,
those already covered by the plan
will be .redited with an extra year

of service for the purpose of calcu-
lating their accrued benefits, Mr.
Nazario said.

"We are essentially giving any-
one covered by the plan an extra
year of benefits in 1985," he said.
"But there will be no pension plan
in effect in 1985."

The company has not decided
whether employees who are eligi-
ble to join the plan in 1985 and new
employees will receive a similar
"credit year" when a new plan is
instituted in 1986.

"They will be considered in some
fashion under the new plan," Mr.
Nazario said.

And, the company has not de-
cided what form the new pension
plan will take.

"It could be anything," Mr. Na-
zario said. "We're talking about all
the possibilities right now. It could
be a defined benefit plan, a defined
contribution plan or a combination
of both. A lot has to to do with

pending legislation in Congress."
Mr. Nazario said the terminated

plan had about 5,000 active employ-
ees and an additional 3,000 retirees
or employees separated from ser-
vice with deferred benefits.

AMF is preparing to negotiate
with insurance companies to pur-
chase annuities to cover benefits

accrued under the terminated pen-
sion plan, Mr. Nazario said.

Blues offer refund
Blue Cross/Blue Shield of Michi-

gan will refund $171 million to 600
of its group members who signifi-
cantly reduced their health care
utilization in 1984.

According to a spokesman, about
70% of the the plan's groups will re-

The Powerof Perspective"
Jack Turk talks about The Stractured Settlements ,t Company

ceive a refund. The groups may
take the refund in cash or in re-

duced premiums when they renew
their contracts.

The refund program, called the
hospital utilization reduction pro-
gram, was started July 1, 1983,
when the insurer announced it

would share any significant health
care cost savings with group mem-
bers who could demonstrate they
contributed to the savings.

The spokesman said that neither
specific amounts of the refunds nor
the companies to receive them
have been determined.

The spokesman said the number
of physician services per plan
member declined 1.5% in 1984,

compared with increases of approx-
imately 6% in 1983, 10% in 1982 and
13.8% in 1981.

In addition, hospital inpatient
payments per member rose 3% in
1984, compared with an 11.5% aver-
age increase over the past six years.

According to the spokesman,
cost-containment efforts, such as

same-day surgery and mandatory
second surgical opinions, contri-
buted to the decline in costs.

"There's no way yet to statisti-
cally determine exactly what
caused (the cost reductions), but

those are two programs we started
in 1983 that we think have contri-

buted to the decline," he said.
.

Benefit beat keeps insurance and em-
ployee benefit managers informed on
what other companies are doing and
of current developments in the em-
ployee benefit field. We'd like to know
if you've made any changes. Write
Diane Kastiel, Business Insurance,
740 N. Rush St., Chicago, Ill. 60611,
312-649-5393.

Whether the challenge is a mountain
or adimcult claims situation, Jack
Turk knows how to meet it. "Only ex-
perience can lend the perspective re-
quired to foresee problems and plan
solutions," he says. "As an outdoors-
man. I enjoy making every bit of my
experience count. As a representative
of The Structured Settlements Com-

pany, I know that we are the only
company with the kind of experience
that really counts in the successful
settlement of a wrongful death or
injury claim."

"I'm proud to be part of the origi-
nal Structured Settlements Company,
and I look forward to showing you
how our power of perspective can
work for you."

THE
STRUCTURED
SETTLEMENTS TM
COMPANY

5757 West Century Boulevard
Los Angeles, California 90045
West Coast: 800-421-2022

In California: 213-642-1999
East Coast: 800-237-6361
In Florida: 813-823-2666

01]lces in: Los Angeles • San Francisco • 1bronto
• St. Petersburg • New Ybrk • Cincinnati
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STYLE
Style is the distinctive way you do things.

But just to be different is not enough. You've got
to be the best, to rise above all others.

When a publication projects its own
personality and presents news to its readers in a
thoughtful and distinctive way, that's style.

Business Insurance is that kind of
publication. It has that kind of style.

To excel, to report skillfully and accurately,
to write clearly and concisely, are all elements of
BI's style.

NewYork: 220 East 42nd Street, NY 10017 (212) 210-0133

That's why more than 121,000 corporate
executives, risk managers, employee benefit
managers, insurance executives and others rely on
Business Insurance each week. Their

responsibilities include making critical purchasing
decisions ... decisions that require information on
the ever-changing markets and your products and
services.

Make it your style to advertise in BI and
command the attention of the most in/luential
executives in your market. Because style is
Business Insurance.

DES@ss
-----Ce

a publication of Crain Communications Inc.

The game plan that works.
Chicago: 740 Rush Street, IL 60611 (312) 649-5276 Los Angeles: 6404 Wilshire Blwd., CA 90048 (213) 651-3710
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COST-CONTAINMENT AUDIT

Ailing health care plan may need exploratory surgery
By Richard H. Wille

HEN A health care plan is losing itslifeblood-money-major exploratory surgery in
the form of a cost-containment audit may be necessary.

A benefits manager should be aware of the warning
signs that indicate an audit of the claims administrator
should be considered. Here are a few "red flags" that
frequently indicate that a claim review would yield
cost-control opportunities for a group insurance plan:

• A dramatic rise in total claims paid, for no
apparent reason.

• Large claims are paid with no evidence of case
management or ongoing review.

• Many credits, refunds or recoveries listed on claim
payment summaries, indicating that claims had been

paid without thorough investigation.
• Coordination of benefits savings are unreported or

consistently fall below 6% of total paid claims.
• Continuing complaints from employees regarding

poor service, which may take the form of lack of
responsiveness or cooperation on the part of claims

adjusters.
A cost-containment audit not only will identify

current areas of excess spending but also will

substantiate why abuses have occurred and provide
alternative solutions.

As such, the audit provides management with an

analysis of how benefit claims are being processed;
where and why plan administrators made outright
errors or failed to interpret plan provisions correctly;
how the operation can streamline plan design and
administrative procedures-both manual and
automated; what the organization can do-now and

later-to manage spending; and how much financial

control a fiduciary should have under the Employee
Retirement Income Security Act of 1974.

A thorough claims audit involves three basic steps:

• Review and analysis of administrative procedures,
systems and plan data.

• Audit of specific claims.

• Analysis and a plan for corrective action.

In the first step, the administrator's policies,
procedures, systems and management information, as
well as a sampling of claims, are evaluated.

Some of the areas that should be examined in this step
include information and reports provided by the
administrator, the claims administrator's policies and
procedures, the claims department's organization and
staffing, reference materials and documentation.

In this step, the audit also should examine
draft/check security, premium administration, controls

on eligibility verification, and controls and policy on
claims exceptions.

In Step 2, the actual claim audit, there are two basic
steps. First, a structured random sample of claims is
selected.

Then, the claims are reviewed individually, according

to strict and consistent guidelines. The areas that should
be examined in each claim are the accuracy and

completeness of claim documents; eligibility
verification; exceptions to plan provisions; coordination
of benefits; payment calculations; turnaround time;
cost-containment opportunities; and enforcement of
plan provisions, such as limitations and exclusions and
second surgical opinions.

In the third step, the auditor prepares a report for the
employer, detailing individual claim results as well as

Richard H. Wille is ezecutive vp of
Thomas L. Jacobs & Associates Inc., a

Chicago-based benefits consulting
firm.
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the operational conclusions. Recommendations and
corrective procedures are summarized in this extensive
report.

This report-which outlines how management will
control health care expenses during the next three to
five years-represents an essential element of any
self-insured or insured benefit program cost review.

Indeed, it serves as a statement of the organization's

goals and future objectives in the crucial area of benefits
and human resources.

Additionally, the report can include specific
procedures on cost containment in such areas as second

surgical opinions, weekend admissions and subrogation.
An audit of this type can be conducted either in-house

or by an outside auditor. The average cost of a claims
audit conducted by an outside auditor depends upon the
sample size desired. It has been our experience that a
typical audit costs from $10,000 to $25,000.

In comparing this to the cost of an internal audit, one

must take into account personnel staff hours and their
attendant costs.

On the surface, it may appear that an internal audit is
far less expensive. However, before deciding, the
company must analyze the degree of experience an
internal audit group possesses in reviewing medical
claims. It also must weigh the cost of the audit against
how thorough the outcome will be.

In our experience, claim audit results vary from one
administrator to another. Cost-containment audit

results can be exemplified by the following short case
studies. These represent actual companies and their
experience as a result of performing a cost-containment
audit.

• Case Number One

The employer's medical plan was insured under a
minimum premium arrangement. Due to adverse claim

experience and increasing premium requests, the
employer terminated this contract and requested an
audit.

The audit established that the claim-payment system

was improperly programmed, resulting in errors for the
past 21/i years covering certain kinds of diagnoses and
services.

• Case Number Three

The employer had experienced a dramatic rise in
health-care plan costs. A 4% error-$17,900-was found

and paid back to the employer by the administrator. An

additional $27,800 in claim payments were noted as
discrepancies and are pending further investigation.

In addition, many cost-containment opportunities

were noted and recommended to the employer, which
has decided to perform an annual claim review as a
necessary component of its cost-containment efforts.

In.general, there are some areas in which audits
frequently find problems, and corrective action in these
areas can result in significant claim savings.

Some of the commonly found errors occur in the
following general categories:

• Coordination of benefits not properly pursued.
• Pre-existing conditions not investigated and/or

enforced.

• Eligibility verification not performed correctly.
• Clerical errors.

• System programming errors.
• Payments for exclusions and limitations.
• Failure to control major health care costs cases by

suggesting alternative treatment.
By asking yourself and your claims administrator

some of the questions outlined above, you can get a good
idea of whether you need to audit your medical
administrator.

Through careful planning, audit results can yield not
only immediate gains in terms of error recovery, but
also long-range savings through benefit plan changes
and cost-containment strategies for the future. •

The outcome is still pending, but it is expected that a
$115,000 retro-premium request will be written off or a
settlement negotiated.

• Case Number Two

The employer requested an audit due to a large
post-cancellation billing. Potential discrepancies of

$85,400-25% of the claim dollars audited-were found.

Furthermore, as a result of the audit, the

administrator agreed to void the $120,000

post-cancellation bill.
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Manage the risk of any business decision
By The Insurance Institute of America A.R.1 exercises

The following question and answer is drawn from the
curriculum for the Associate in Risk Management Ott.R.M.)
designation awarded by the Insurance Institute Of
America. It is representative of the type of question asked
on anl/ one Of the three ezaminations for the Associate in
Risk Management designation. This question and answer
highlight the significance of risk management

considerations in business decisions. Risk management
professional must be prepared to describe the risk
management implication of alternative choices. Note that

this question does not call for risk management decisions,
only for considerations or factors involved in making
decisions.

1 The new owners of a private,
for-profit boys' preparatory school are

0 considering several changes in theschool's operations. What risk control
and risk financing considerations, if any,

- should these owners weigh in deciding:
• Whether to continue leasing or to purchase from the

telephone company or other supplier the 500 tplephones
and related equipment in the school's buildings, including
its dormitories.

• Whether to provide, and encourage employees to use,
exercise equipment in a special gym room reserved for
employees.

• Whether to replace with the school's employees the
independent contractor who has been operating the

The sample questions and answers used in this col-
umn are taken from the Associate in Risk Manage-
ment designation curTiculum of the IIA. For more

information on the content Of the A.R.M. program,
write Dr. G.L. Head, Vp, Insurance Institute of
America, P.O. Box 314, Malvern, Pa. 19355.

on-campus cafeteria for the students, employees and their
guests.

1 • The risk control considerations in any
business decision all relate to how each

A of the alternatives being weighed would
affect the frequency and/or severity of

the accidental losses the organization

- can expect to suffer. With respect to the
possible purchase of telephone equipment, these risk
control factors probably would include the susceptibility
to damage of purchased phones vs. that of the leased
telephones; whether the purchased phones would be as
safe-in terms of fire, electric shock or toxicity
hazards-as the leased phones; the comparative reliability
of the purchased phones to provide service without need
for constant repair; and the allocation of responsibility
among the school, the phone manufacturer and the
installer for any injury, property damage or other losses
that may occur during installation.

The risk financing considerations involved in any
business decision focus on how the choice among the
alternatives being evaluated would affect the
organization's cost of paying to restore those losses that do
occur. Logically, therefore, risk financing considerations

should come after risk control factors. Among the risk
financing considerations involved in the lease/purchase
decision for the telephones are the responsibility for the
repair of the phones; the value/replacement cost of the
telephones and related equipment; and whether using

purchased, as opposed to leased, telephones would
significantly increase the school's costs of maintenance or

paying for losses, whether insured or retained.
• Some of the risk control fartors that should be

weighed in deciding whether to establish an employee
gym are whether giving employees this opportunity for

 First calendar month' means

an entire named month: Court

"First calendar month" in a group life
insurance policy meant a named month,

not the time from the day of one month to
the corresponding day of another, a
Washington appellate court ruled.

Michael Nordean went to work for the

Boeing Co. on Aug. 17, 1979, and joined a
group life insurance plan issued by Life
Insurance Co. of North America. The

policy also covered his wife. The policy

specifically provided that coverage began
"on the first full day of the month

following the first full calendar month of
continuous employment."

Mr. Nordean's wife was killed in an

automobile accident on Sept. 29, 1979. His
claim for death benefits was denied. Mr.

Nordean sued but lost in the trial court.

At issue in the appeal was whether Mr.
Nordean's "first full calendar month" of

employment began Aug. 17 or on Sept. 1. If
the latter, the policy was not in force until
Oct. 1-two days after his wife's death.

The appellate court said that in
"common parlance and as used in the
context of this group policy, 'the first full
calendar month,' containing as it does that
definite article 'the,' means a named

month in the Gregorian calendar."
Thus, the court concluded Mr. Nordean

completed his first full calendar month of
continuous employment on Oct. 1, 1979,

and coverage was lacking. Nordean vs.
Life Insurance Co. of North America, Court
of Appeals of Washington, March 19, 1984
(BI/03/F.-$5)

Bathtub injuries compensable
Injuries sustained in fall in a hotel

legal briefs

bathtub while an employee was out of
town at the direction of her employer

were compensable under a ruling of the
Court of Appeals of New York.

Nelida Capizzi was employed by
Southern District Reporters Inc. as a
transcriber-typist. She was sent to Toronto
to transcribe notes of the minutes of

depositions. The hearings were suspended
Dec. 30 because of the New ¥ear's holiday.

The following morning, Ms. Capizzi
slipped and fell as she stepped into the
hotel bathtub to take a shower before

returning to New York. She filed a claim
for benefits. While the Workers'

Compensation Board allowed benefits, the
lower court reversed.

The state high court said that since Ms.

Capizzi was required to work and stay
away from home, was in a new

environment, creating a greater risk of
injury, and was engaged in a reasonable
activity attendant to, although not directly
related to, her employment, the accident
was compensable. Capizzi v. Southern

District Reporters Inc., Court of Appeals of
New York, Jan. 17, 1984 (BI/05/F.-$5) .

These abstracts were prepared by
Cases Utilimited Inc. A copy of an en-
tire decision may be obtained by send-
ing a check for $5 made out to Cases
Unlimited to Business Insurance, 740
N. Rush St., Chicago, Ilt. 60611. List
the number for each opinion.

exercise would improve their overall health, thus
lowering employee benefit costs, or whether it would

increase the frequency of gym-related injuries, thus
raising workers compensation costs. The potential for gym
injuries to employees, as well as to unauthorized members
of the public who may occasionally gain access to the gym,
should lead the school to consider the costs and benefits of

loss control devices for protecting gym users from injury
and for controlling access to the gym.

With respect to risk financing, providing an employee
gym is likely to affect the school's overall operating costs,
such as for maintenance of the gym and supervision of its
use. Insurance costs or the costs of retaining losses, both
for workers compensation and public liability claims, may

increase or decrease depending on whether the gym
improves employees' health or results in many
compensable injuries. The significance of the gym's
potential effects on overall risk financing costs needs to be
assessed. I

• Assigning its own employees to the cafeteria may
increase or decrease the school's ability to control 1
particular loss exposures, including the wholesomeness of j

food (and the resulting workers compensation and product j
liability hazards), potential injury-causing conditions in j
the cafeteria that may threaten both employees and the
public, and the security of the property in the cafeteria or j
property elsewhere on the premises to which the public

may gain access through the cafeteria.

Like providing an employee gym, operating the
cafeteria with the school's own employees is likely to
affect both its operating costs, for cafeteria maintenance
and supervision, and its loss-financing costs, whether

through insurance or retention of, for example, the

school's product liability, premises liability or workers
compensation claims.

Furthermore, if the school chooses to operate the
cafeteria itself, it loses its ability to transfer to the

independent contractor many of the loss exposures
associated with operating the cafeteria. .

Book on hazardous substances

is not meant for the lay reader
"Management of Hazardous

Occupational Environments"

By Paul N. Cheremisinoff
TECHNOMIC Publishing Co. Inc.,

851 New Holland Ave., Box 3535,

Lancaster, Pa. 17604

202 pages softcover, $24.95

By Alison Kittrell

HIS TECHNICAL book is apt toTleave the lay reader behind.
But, people concerned with safety or

loss control in an environment that

includes work with a wide variety of
hazardous materials, may find it a
valuable resource.

The first chapter, "Defining the
Hazard," discusses how to determine

what kind of hazardous materials may
be in a specific work environment.
The author says that "Most work
environments have either actual or

potential hazards that require
recognition, identification,
measurement, and monitoring."

The author then outlines steps for

determining what those actual or
potential hazards are. He says that any
attempt to define the hazard must

include a study of raw materials used,
how the materials are handled and

modified through their processing
stages, evaluation of the finished

product, and conditions that exist

during the manufacturing operation.
The steps are discussed in great

| books & ideas
detail and from the viewpoint of a
number of industries, and a variety of
charts and tables are included.

In the second chapter, "Evaluating
the Hazard," the author says, "Toxicity
of a substance is not synonymous with
hazard represented."

In other words, whether a toxic

substance represents a significant
hazard depends on other factors,
including the length and time of a

worker's exposure and the level at
which a particular substance produces
an adverse reaction.

The chapter includes details of

various measurements of toxicity and
the attendant hazard, and it ends with

an extensive bibliography.
The remaining chapters cover

specific areas of workplace hazards:
air sampling and monitoring, noise,
biological and infectious hazards,
methods of scientific analysis of
hazards, compressed gases and
flammable liquids, respiratory
protection, and the recordkeeping
requirements of various government
agencies.

The book is beyond the

expertise-and the interest-of many
readers. But, it is, as the jacket says, a
"reference manual" for those who

"require a working knowledge of
industrial safety."
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We know where to look.
Your large case clients have faced substantial

increases in long term disability costs over the years.
Despite what some may think, rising costs are not
inevitable. Control is possible. If you know where to
look.

Our unique Wellness Plan focuses on prevention,
the best form of cost containment, by identifying
potential disabilities before they happen. Unionmutual's
Personal Profiles estimate an individual's risk of illness

and injury, and, combined into a Group Summary
Report, give the employer an overall risk report card of
his employees. In addition, we have rehabilitative
specialists throughout the country, whose primary
concern is to get the disabled back to work as quickly
as possible.

Our Cash Flow Plus LTDSM gives employers with
more than 500 lives an opportunity to participate
immediately in plan experience and to improve cash
flow. And our unique Fund Balance LTDSM , a standard

featu re on plans with 1,000 or more lives, allows
employers to participate in "new money rate"
investment gains in order to reduce plan costs.

Our large case underwriters handle large cases
only and, as specialists, are thoroughly familiar with
their every aspect. This ensures plans that are among
the most cost effective in the industry.

We'd like to show you risk management that
focuses on disability cost containment. Send for our
LTD Risk Management Guide today, or give us a call
and we'll take a look, a long hard look.

Send me your free comprehensive LTD Risk
Management Guide.

Name

Address

City
1 Stiltpl 7ip

Phone number

Mail to: Fred Brown, Vice President, LTD Products

Unionmutual, 2211 Congress Street,
Portland, Maine 04122

.n
1.t Unionmutual

Putting employee benefits
in a whole new light.

Unionmutual Stock Life Insurance Co of America. Portland. Maine 04122 (All states except New York)
Unionmutual Stock Life Insurance Company of New York, Elmsford. New York 10523 (New York State Only}
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IBM sets up child-care referral network
By MARGARET LeROUX

ARMONK, N.Y.-Employees of
International Business Machines

Corp. can tap a national network of
day-care referral services to decide
who will care for their children.

The network of more than 200

child-care referral services is the
result of a contract between IBM

and Work/Family Directions, a
Boston day-care consulting firm.
IBM workers throughout the
United States and in Puerto Rico

and the U.S. Virgin Islands have
been able to use the service since

July 1984.
Other employers can arrange

with Work/Family Directions so
that their employees have access to
the network.

According to Work/Family Di-
rections Director Gwen Morgan,
the referral services provided to
IBM employees are more compre-
hensive than many other child-
care referral services, which just
provide parents with lists of possi-
ble child-care providers. IBM em-
ployees get the names of child-care
providers that meet their specific
needs and that have current open-
ings.

"IBM wanted to provide more
than just an information retrieval
service," Ms. Morgan said. "When
an IBM parent calls, the child-care
referral service gives them avail-
able child care, meaning referrals
are homes or day-care centers that
currently have vacancies." Also,
she said, IBM employees can spec-

GENERAL AGENT

(WHOLESALE)
TRUCK PROGRAM

Admitted and non-admitted markets available
to established GA, MGA and E+S Brokers
with established transportation book of busi.
ness. Competitive rates efficient claims service
A + markets admittedand non.admitted mar-

kets, interest freecontinuous policy, individuals
and fleets For more information contact..

Herbert E Baker James L Bentley, Jr.

President Vice President
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of Zurich of Illinois) and President of NAIC)

AMERICAM TRUCK
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0 1984 American Truck Underwriters, Inc. (TM)
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ify the type of child care they need.
Ms. Morgan estimated that about

5% of IBM's 220,000 U.S. employees
-or 11,000-will use the child-care
referral service during its first
year. IBM employees can use the
referral network for free, but the
company does not pay any of the
employees' actual child-care costs.

In areas where child-care refer-

ral services were inadequate or
non-existent, IBM, through
Work/Family Directions, helped
local agencies or individuals set up
referral services.

"In one community where there
is a moderate number of IBM em-

ployees, not only were there no re-
ferral services, there was no li-
censed child care available," Ms.

Morgan said.
The consulting firm located and

hired "a woman at the local college
who has a background in child de-
velopment and a lot of energy She
recruited home day-care providers
and is working with them to get
them licensed. She's also starting a
new day-care center and has devel-
oped an after-school program."

In another community where the
quality of day care was poor by
IBM standards, the spouse of an
IBM employee was hired to work
with a local United Way agency to
elevate the level of care, Ms. Mor-

gan said.

Wherdequate referral services
already existed, IBM arranged for
its employees to have free access To
those services.

- "IBM wanted to buy child-care
referral services for its employees
from agencies that are serving
other companies and the local com-
munity as well," Ms. Morgan said.

"If the agency can't help the em-
ployee with referrals at the time
the call is made, every effort is
made to help them find day-care
arrangements as soon as possible,"
Ms. Morgan said.

After contacting the child-care
referral service, IBM employees re-
ceive written confirmation of the

names of potential child-care pro-
viders.

"About six weeks after the refer-

ral, we contact the employee again
to see if the child-care arrangement
is satisfactory," said William G.
Stopper, director of employee ser-
vices at IBM.

IBM and Work/Family Direct-
ions don't guarantee the quality of
the care found through the referral
service, but they work with parents
to help them evaluate their child-
care options.

A child-care handbook written

by Work/Family Direc-ions is
given to IBM parents who use the

referral service to help them decide
what kind of care they need for
their child, where they want the
care located and how much they
are willing to pay.

And, IBM has developed a com-
puter software package for agen-
cies that are part of the network.

"The package is designed to help
agencies assemble their data base
and keep track of providers," Mr.
Stopper said. IBM is offering the
software package for free to non-
profit referral services that are
members of the network.

Mr. Stopper also said that, in the
six months the child-care benefit

has been in use, the company has
discovered some trends about the

child-care needs of its employees.
"We've learned that infant care

is in short supply; we've had a high
number of requests for it," he said.
"We've also learned that a majority
of IBM employees prefer that their
children be cared for near their

homes rather than near work."

IBM won't release the cost of set-

ting up the referral network, Mr.
Stopper said.

IBM informed its employees of
the child-care referral services

benefit by mailing a brochure to
employees. Notices also were
posted on bulletin boards through-
out the company. .

Firm helps workers pay for day care
By MARGARET LeROUX

ORLANDO, Fla.-North Lake
Foods, an Orlando-based hotel and

restaurant owner, is paying a por-
tion of its employees' child-care
costs, in addition to providing them
with free child-care referral ser-
vices.

Since May 1984, the company has
paid 25% of the child-care expenses
of full-time employees and 15% of
the cost for part-time employees at
several of its locations. The com-

T=low does flexible
11 spending software
fromtne company
with the stag give you
fullcontrolofyour
benefitplan?

Askyour
Broker
Or call your Consultant,
your Hartford Representative, or
David Washburn, Director of
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*4 Kil#A *,I#,/7/0

THE HARTFORD
The Insurance People of ITT

pany plans to provide the benefit to
its entire workforce of more than

4,000 full- and part-time employees
at its chain of Waffle House restau-

rants, Holiday Inns and Marriott
hotels in Florida, Atlanta and Rich-
mond, Va.

No target date has been set for
extending the benefit company-
wide, said Gaye Boyd, vp of organi-
zational development for North
Lake.

The benefit is being introduced
on a regional basis. In May 1984, it
was offered to employees in Or-
lando, Jacksonville and Fort
Pierce, Fla. North Lake expanded
the benefit offering to Atlanta em-
ployees last July and to employees
in Tampa Bay, Fla., in Febr.tary.

Currently, about 20% of the 1,200
employees to whom the benefit is
being offered are taking advantage
of it, Ms. Boyd said.

And, she said, the company esti-
mates the cost of offering the day-
care benefit to those employees will
be "between $1,000 and $1.500 per
month by the end of 1985."

The day-care benefit "really did
grow out of concern for our em-
ployees," she said. "Our restaurants
are open 24 hours, and the first
shift of waitresses comes on ac 5:30

a.m. It's a real problem for some of
them to find someone to take care
of their kids at that hour."

In meeting with employees in-
terested in the benefit, most of
whom were working mothers. "we
stressed that we recognize the im-
portance of their roles as parents,"
Ms. Boyd said. "To be a good em-
ployee, you have to be free of wor-
ries about your kids."

The company worked with Com-
munity Coordinated Child Care for

Central Florida in Orlando to set up
the referral service and administer

the payment of North Lake's share
of the care expenses. North Lake
pays Community Coordinated
Child Care an administrative fee of

10% of the child-care payments
Community Coordinated adminis-
ters for North Lake employees.

Community Coordinated Child
Care for Central Florida also is a

member of the nationwide network
of child-care referral services set

up recently by International Busi-
ness Machines Corp. (see related
story).

"If employees needed day care,
the agency gave them three refer-
rals," Ms. Boyd said.

The agency also helped employ-
ees evaluate day-care arrange-
ments, coaching them on what to
look for.

In Atlanta, North Lake works
through the Save the Children
agency, another member of the
IBM network. That agency charges
North Lake a one-time referral fee

of $15 per employee and an admin-
istrative fee of 20% of the day-care
payments it handles for North
Lake employees.

The company receives monthly
reports from the child-care referral
agencies.

A child-care benefit like North

Lake's for both full-time and part-
time employees "is unheard of in
the hotel and restaurant indus- ,

tries," Ms. Boyd said. "It's helping
us recruit new employees and keep
them once they're employed.

"Of all the benefits we provide,
the day-care benefit is at the top of
the list as far as most employees are
concerned," she said. .

College of Insurance offers seminars
NEW YORK-The College of In-

surance is offering "Quantitative
Techniques for Risk Management"
seminar three times in 1985.

The two-day seminar will be of-
fered March 28-29 at the college,
One Insurance Plaza, 101 Murray
St., New York. It also will be pre-
sented June 6-7 in Chicago and Oct.
3-4 at the college.

The seminar covers establishing
proper retention levels and the un-
derwriting of various cash flow
plans. It is designed for individuals

without in-depth mathematics
backgrounds who need to make
quantitative decisions.

The fee for the seminar and

study materials is $495 for partici-
pants from organizations that spon-
sor the college and $535 for others.
For more information on this or

other college programs, contact the
Professional Development Pro-
grams Division, the College of In-
surance, One Insurance Plaza, 101
Murray St., New York, N.Y. 10007;
212-962-4111. .
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Argonaut names Webster datebook

to top executive position
MARCH 1243 Multinationals-Unmanage- ference Manager, PDI, North Texas State
able Risk conference in London, sponsored by University, PO Box 13288, NT Station,
City Financial,$48750, plus 15% valueladded tax Denton, Texas 76203-13288, 817-565-2483
Registrar, City Financial. Seventh Floor, lfrica
House, 64-68 Kingsway, London WC2B 6BD, 01- MARCH 28 Environmental Impairment

James E. Webster, 52, is the new
831-7010 Liability workshop in Topeka, Kan, spon-

president and chief executive offi- comings & goings: industry sored by The Society of Chartered Property
MARCH Workers Compensation Basics and Casualty Underwriters, $60 for mem-

cer of Argonaut Insurance Co in conference ir Chicago, sponsored by Illinois State bers, $75 for non-members Also April 30

Menlo Park, Calif , replacing Chamber of Commerce, $80 for members, $120. in Spokane, Wash Coleen Mulhern, Society

Lawrence Baker, who moved up Three vps elected at Westchester at Reliance Insurance Co in Phila-
non-members Carol Jensen, CBM, 20 N Wacker of CPCU, Kahler Hall, Providence Road

Dr Suite 1960, Chicago, Ill 60606, 312-372-7373 (CB#9), Malvern, Pa 19355, 215-251-2735

to the corporate staff of Argonaut's Fire Insurance Co in Basking delphia He had been a vp
parent company, Teledyne Inc in Ridge,NJ,a subsidiary of US In- MARCH 13-15 Captives in Transition Inter MARCH 28-29 Quantitative Techniques

Los Angeles surance Group, a Crum and Forster Agents/brokers
national Captive Insurance and Reinsurance for Risk Management seminar in New
forum in Bermuda, sponsored by Risk Planning York. sponsored by The College of Insur-

Mr Baker served almost 10 years unit Effret M. Clayton, Charlotte, Group Inc, $700, $625 for subsequent registrants ance, $495 for sponsoring paricipants, $535
as president of Argonaut, which NC, region, Donna M. Hentges, George W. Ferguson appointed from same company Director of Conferences, for all others Also, June 6,7 in Chicago and
specializes in workers connpensa- Minneapolis region, and Larry G. senior vp of Reed Stenhouse Inc of Risk Planmng Group. Inc. 722 Post Road, Darten. Oct 34 In New York Registrar, Profes-
tion underwriting Simmons, Orlando, Fla, region Massachusetts, Boston Before Join-

Conn 06820, 203455-9791 sional Development Programs Division,
The College of Insurance, One Insurance

Mr Webster was with Crum & James P. White promoted to se- ing Reed Stenhouse, he was senior MARCH 1315 Techniques of Risk Manage- Plaza, 101 Murray St, New York, N Y
Forster Inc 's Industrial Indemnity nior vp-corporate insurance, at St vp of Frank B Hall & Co And, ment course in Atianta, sponsored by the R,sk & 10007. 212-962-4111
Co in San Francisco for 25 years, Paul Fire & Marine Insurance Co Richard A. Glasgow appointed Insurance Management Society, $445 for mem-

bers, $545, non-members Fran Jordan, RIMS, 205 MARCH 28-29 Discovery in Medical
most recently as senior vp of opera- He had been vp-reinsurance senior vp of Reed Stenhouse Inc of E 42nd St, New York, N Y 10017, 212-286-9292 Malpractice, Products Liability and Per
tions Bruce W. Hayden appointed re- Minnesota, Minneapolis Mr Glas- sonal Injury Cases seminar m San Fran

Coincidently, one of the founders gional vp for Continental Insur- gow joined Reed Stenhouse in 1981 MARCH 14 Insurance Day program in Mon cisco, sponsored by the Practising Law In
of Argonaut, Harold Hatch, also ance Corp in New York He will be Elliot S. Tremaine named treal, Quebec, sponsored by the Quebec Risk & In- stitute, $390 Registrar, PLI, 810 Seventh

suranee Management Assn, $60 Suzan Ness, Ave, New York, N Y 10019, 212-765-5700
worked for Industrial Indemnity responsible for Continental's direct chairman of the board at Bayly, chairman, QRIMA Program Committee, Domn-
Just prior to starting Argonaut in operations in Europe and the Mid- Martin & Fay of Washington Inc, ton Textile Inc, 1950 Sherbrooke St West, Mon- MARCH 28-29 Asset/Liability Manage-
1948 treal, Quebec H)H 1E7, 514-989-6297 ment. Profitability and Risk in a Timedle East and will be based at Contl- Seattle Also, Anthony H. Cowan

of Change conference in Orlando, Fla,
Other insurer changes: nental's London office Also at elected president and chief execu- MARCH 1445 Ansul Fire School's basic train sponsored by Peat Marwick and Darling &

John J. Mackowski elected Continental, Arie Groenendyk of tive officer ing sessions n Beaumont, Texas, sponsored by Associates, $675 Also, April 22-23 in Wash

chairman and chief executive offi- Continental's London operations, Leonard W. Anderson elected Ansul Fire Protection, $450 Also on March 18-19 Ington, May 1647 tn New York, June 34 in

eer of The Atlantic Cos in New appointed regional general man- president and chief executive offi-
in Beaumont Contact Sara Lambreeht, Ansul Fire San Francisco, July 22-23 in Boston Regis
Protection, One Stanton St, Marmette, Wis 54143 trar, Executive Education Department, 810

York Mr Mackowski, who Joined ager for Southeast Asia for the cer of The Rockwood Co, Chicago Seventh Ave , 28th Floor, New York, N Y

Atlantic in 1951, has been president Lombard Insurance Group, Hong Also at Rockwood, Lawrence W. MARCH 14-15 Current Developments in 10019,1 800-762 3932
Bankruptcy and Reorganization conference mof Atlantic since 1976, and a mem- Kong, in which Continental has a Zonsius named chairman. Chicago, sponsored by the Practising Law Insti- MARCH 29 The Computer Exposure

ber of the board Also at Atlantic, 60% interest Mr Groenendyk re- tute, $360 Also April 11-12 in San Francisco Reg- and Risk Management Alternatives

Edward K. Trowbridge elected places Michael Lamb, who will as- Reinsurance istrar, PLI, 810 Seventh Ave, New York, N Y workshop in Nashua, NH, sponsored by

president and chief operating offi- sume a senior position in Continen- 10019,212-765 5700 The Society of Chartered Property and

cer, effective April 1 Harold A. tal's regional operations Wesley G. Dobson promoted to
Casualty Underwriters, $80, members, $95,

MARCH 14-15 How to Audit & Check Insur- non-members Coleen Mulhern, Society of

Eckmann, chairman since 1976, Paul A. Finkel named corpo- vp and Los Angeles branch man- ance Policy Costs & Coverages course in Chi- C PCU, Kahler Hall, Providence Road
will retire as of March 31 rate senior vp-operational planning ager of RFC Intermediaries Inc cago, sponsored by the American Management (CB#9), Malvern, Pa 19355. 215-251-2735

Mr Dobson Joined RFC in 1978 Assns, $620 for members, $715 for non-members

Also March 28-29 in Boston Registrar, AMA, P O MARCH 31-April 3 1985 Corporate Ben-

Thomas G. Butler eleczed exec- Box 319 Saranae Lake, N Y 12983, 518-891-0065 efits Management conference in Orlando,
utive vp of Dar Allen Reinsurance Fla, sponsored by the International Foun-

Agency Inc in Freeport, Ill Mr MARCH 1648 Occupational Hearing Conser dation of Employee Benefit Plans, $500 for -,
Butler will continue to be the un- vation Certification course in Los Angeles, of- members, $575 for non-members Also,

Self-Insurance & Captive Concepts
fered by the University of Southern California, June 2-5 in Williamsburg, Va, and Aug 18-

derwriting officer of Dar Allen's $375 USC, Institute of Safety and Systems Man- 21 m Lake Tahoe, Nev Registrar, IFEBP,
property and treaty operat.ons agement, Office of Extension and In-Service Pro- 18700 Bluemound Road, P O Box 69,

grams, Los Angeles, Calif 90089-0021, 213-743 Brookfield, Wis, 53005-0069, 414-786 6700

COMPLETELY INDEPENDENT... 6523/6524

Other suppliers APRIL 1 5 Loss Control Management

NO NATIONAL BROKERAGE or MARCH 17-22 Assets Protection Course 1- seminar in Atlanta, sponsored by the Inter-

Weldon 0. Yeager, president of Concepts and Methods in New Orleans, spon national Loss Control Institute, $695 Also,

INSURANCE COMPANYAFFILIATION Yeager and Co Inc /Self-Insurance
sored by The American Society for Industrial Se- June 10-14 in Atlanta Registrar, ILCI, PO
cut·ity, $690 tor ASIS members, $750 for non Box 345, Loganville, Ga 30249, 1-800-554

Administrators, Southfield, Mich , members Registrar, 1655 N Fort Myer Drive, 6001, 404-466-2208
becomes board chairman and chief Suite 1200, Arlington, Va 22209, 703-522-5800

executive officer Also, Darrell D. APRIL 1-5 tonizing and Non-IonizingRisk Managers & Brokers, 47. MARCH 18 The Graying of the Corporate Radiation course in Los Angeles. offered
1619) 235-0386 Jarvis, executive vp, named presi- Health Dollar The Post-Retirement Benefit by the University of Southern California.

dent and chief operating officer • Dilemma conference in Denver, sponsored by the $800 USC, Institute of Safety and Systems
Washington Business Group on Health and the Management, Office of Extension and In- f
Western Gerontological Society, $150 Martha Service Programs, Los Angeles, Calif
Holstem, Washington Business Group on Health, 90089-0021, 213-743-6523/6524
922 Pennsylvania Ave SE, Washington, DC
20003,202-547-6644 APRIL 3-5 Successful Retirement Plan- 4

ning Programs workshop in Boston, spon

MARCH 18-20 Fundamentals of Employee sored by Retirement Advisors Inc , $450
Benefits conference m Atlanta, sponsored by the Also, April 24-26 in San Francisco, June
American Management Assns, $695 for men-bers, 26-28 m Chicago, Oct 16-18 in Kansas City,
$800 for non-members Registrar, AMA, 135 W Kan, Nov 6-8 in New York Registrar, 919
50th St, New York, N Y 10020, 212=903-8177 Third Ave, New York, NY, 212-421-2400

Ilow does flexible MARCH 18-22 Fundamentals of Industrial APRIL 9 Toxic Substances in the Work-

Hygiene Monitoring course in Long Grove, Ill, place Disclosure conference in Chicago, f-
sponsored by the National Loss Control Service sponsored by the Illinois State Chamber of ,
Corp, $500, 10% discount for two or more regis- Commerce, $40 for members, $60 for non
trants from same company Also May 640, Sept members Also April 11 in Springfield. 1

11 spending software 943 and Nov 1145 1 Long Grove John Garis, Carol Jenson, ISCC, 20 N Wacker Dr, i
NATLSCO, Long Grove, Ill 60049, 312-540-2026 cago, 111 60606, 312-372-7373

MARCH 19 Directors and Officers Liability APRIL 1449 Risk & Insurance Manage-

fromtiecompany
workshop in Atlanta, sponsored by The Society of ment Society 23rd annual conference m
Chartered Property and Casualty Underwriters, New Orleans, sponsored by RIMS, $545 for
$80 for members, $95, non-members Coleen Mul members, $645 for non-members, reduced

hern, Society of CPCU, Kahler Hall, Provicence fees for part of the conference RIMS, Con-
Road (CB#9), Malvern, Pa 19355, 215-251-2735 ference Department, 205 E 42nd St, New

with the stag handle York, N Y 10017
MARCH 19-21 The Fundamentals of Reinsur

ance seminar in Irving, Texas, sponsored by The APRIL 15-16 Practical Management
Reinsurance Management Institute and The Grad- Oversight Risk Tree (MORT) seminar in

your customized
uate School of Management, University of Dallas, Sacramento, Calif, sponsored by the Inter-
$495 Bruce D Evans, University of Dallas, Rem- national Loss Control Institute, $280 Regis-
surance Management Institute, International Cen- trar, ILCI, PO Box 345, Loganville, Ga
ter, University of Dallas Station, Irving, Texas 30249, 1-800-554-6001,404-466-2208
75061,214-7215360

benefits? APRIL 1549 Safety in Chemical Opera-
MARCH 25-27 An Advanced Course on Em tions course in Chicago, sponsored by the
ployee Benefits, sponsored by the American Safety Traimng Institute of the National
Management Assns, $695 for members, $800 for Safety Council, $595 for members, $740 for
non-members Registrar, AMA, 135 W 50th St, non-members Registrar, Safety Training
New York, N Y 10020, 212-903-8177 Institute, National Safety Council, 444 N

Askyour
Michigan Ave, Chicago, Ill 60611. 312-527-

MARCH 26 Insurer/Reinsurer Insolvency 4800
workshop in Los Angeles, sponsored by The So-
clety of Chartered Property and Casualty Un APRIL 16 Surety Claims '85-New Di-

Broker
derwriters, $80, members, $95, non-members Co- rections in Suretyship conference in Seat-
leen Mulhern, Society of CPCU, Kahler Hall, tle, sponsored by CMA Consulting Group,
Providence Rcad (CB#9), Malvern, Pa 19355,215- $230 Also April 18 m Dallas, April 30 in
251-2735 Hartford, Conn Arlene Brower, Confer-

ence Coordinator, CMA Consulting Group,

Or call your Consultant,
MARCH 26-28 Oregon Occupational Safety & 170 E Hanover Ave, Morristown. N J
Health conference in Portland, Ore sponsored by 07960, 201-267-7171

your Hartford Representative, or .eff..0. il,m alielifilf':irdi/,l the Accident Prevention Division, Workers Com-

pensation Department with the support of the .

David Washburn, Director of

New Products, at(203) 683-8435
THE HARTFORD Portland Chapter of the American Society of

Safety Engineers (ASSE), $25 Registrar, Oregon The Datebook u compiled from not:ces sent

Hai t ford Speculty Company, Hartford CT 06115 The Insurance People of ITT Occupational Safety & Health Conference, P O to Business Insurance Notices should be

Box 27, Salem, Ore 97308, 503-378-3275 sent at Least eight weeks m advance to Date-
book, Business Insurance. 740 N Rush St,

MARCH 27-29 1985 Petroleum Insurance Con- Chmgo, m 6061 1 Bustness Insurance re-
ference in New Orleans, sponsored by The Pro- serves the nght to select meetings of most
fessional Development Institute and Self-Insur- mterest to its readers and cannot guarantee
ance Resource Inc, $445 Joanne Paulman, Con- that notices wiN be pnnted
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"For busy executives wishing to have areference
Guide to Commercial Property and Casualty
Insurance, Ted has supplied them with a truly
quality work."

-Edwin S. Overman, CPCU
President

Insurance Institute of

America

"... excellent guide for a busy executive who has
little time for insurance. The

writing is clear and the format
makes the information easily
accessible."

-David Warren,
CPCU

Risk Management
Consultant

Orinda, CA

"... a most valuable asset to

those whose industry involve-
ment is either on an extremely
broad scale, or whose industry
involvement is, as is mine, in
a specialized corridor within
the industry as a whole."

-F.E. Ratcliff

Toplis and 4
Harding, Inc.

Chicago, IL

"Ted Siver's new book is a crisp, convenient
introduction to a wide range of insurance
problems that a typical commercial insurance
buyer will be interested in."

Jeffrey O'Connell
Professor of Law

University of Virginia

"I would recommend this book to any agent or
underwriter who is serious about being

informed of risk management

Section
and commercial insurance
matters and their practical

Contents application."
-J.A. Babb, CPCU
Broderick-Babb

Ft. Lauderdale, FL

The Executive Guide to Commercial Property and Casualty
Insurance, by Ted Siver, CPCU, CLU. A book that cuts through

understandable language for people who must cope with the rigors
of commercial insurance on a daily basis.

It is written specifically for buyers and sellers of commercial
insurance. People who have a need for direct, correct answers,
interpretations, and definitions. Agents, brokers, risk managers,
underwriters, and adjusters will find The Executive Guide to
Commercial Property and Casualty Insurance an invaluable
reference. So will company treasurers, city managers, controllers,
company presidents, anyone who must make insurance decisions
as part of his or her daily work output.

Siver shows you how to locate the answers to your questions in
seconds. Each section contains questions and answers dealing
with a particular line of coverage plus a glossary of terms,
and a buyer's checklist. Just look what you get:

About the Author

Ted Siver, CPCU, CLU, the
founding principal of E.W.
Siver & Associates, has been
very active in the insurance
industry for over 25 years as a
broker and consultant. He
has contributed numerous

articles to such publications
as Business Insurance, Agent
& Broker, and others.

" impressed with the speed
with which one may find lucid
answers to specific questions
without laboriously perusing
endless pages of irrelevant
dissertation... No insurance

buyer or risk manager can
afford to be without such
a useful too."

-Percy Campbell
Insurance and Risk

Manager
Dept. of Finance
City of Jacksonville

Table of Contents

Accounts Receivable-Credit Pleasure Boats
Accounts Receivable-Records Physical Damage-Auto
Agent/Broker Principles of Insurance
Aviation Buying
Boiler and Machinery Property Insurance-
Captive Companies Direct Damage
Crime Property Insurance
Excess-Surplus Lines Time Element

Liability-Auto Reinsurance
Liability-Directors' and Officers' Risk Management
Liability-General Transportation-Cargo
Liability-Professional Valuable Papers and
Liability-Umbrella Records

Loss Adjustment-Claims Workers' Compensation.
Marine-Yachts and

It's all here. In one, easy-to-read volume. If you buy, sell,
underwrite, or adjust commercial insurance, you should have this
valuable tool within reach at all times.

The Executive Guide to Commercial Property and
Casualty Insurance. Order your copy today. Only $34.95.

TO: CRAIN BOOKS

m 740 N. Rush St. Chicago, IL 60611

Please rush copy(ies) of
THE EXECUTIVE GUIDE TO COMMERCIAL PROPERTY AND

CASUALTY INSURANCE at $34.95 each plus $2.50 shipping/
handling.
0 Check enclosed for $ (Illinois residents add 7% sales tax).
Chicago residents add 8%.

Name

Company

Address

City State Zip
Bl 2255
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Ohio comp reform
Continued from page 1
for practically all disabilities with
only limited proof of causation."

"The original tradeoffs that were
part of the foundation of all state
workers compensation laws over 70
years ago are gone. Ohio employers
now have little defense against the
system," he said.

One of the Dec. 31 opinions-
Jones et at. us. VIP Development
Co.-is really an extension of Blan-
kenship vs. Cincinnati Milacron,
Mr. Obetz and others said.

In its 4-3 decision, the Supreme
Court made three separate and dis-
tinct clarifications of the Blanken-

ship decision.
First, it defined intentional tort

as "an act committed with the in-

tent to injure another, or commit-
ted with the belief that such injury
is substantially certain to occur."

Second, it said the receipt of
work comp benefits does not pre-
clude employees or their represen-
tative from pursuing a common
law action against their employer
for an intentional tort.

Third, it ruled an employer that
has been held liable for an inten-

tional tort is not entitled to a setoff
of the award in the amount of work

comp benefits received by employ-
ees or their representative.

"This decision makes Ohio

unique and puts us alone in the
United States and will open up a
floodgate of litigation," Mr. Obetz
said.

A request by the defendants for a
rehearing of the case was denied by
the state Supreme Court Feb. 6.

Rehearing requests also were de-
nied the same day for the other two
workers compensation opinions
handed down Dec. 31: Village us.
General Motors Corp. and Caruso
vs. Aluminum Co. of America.

In Village vs. General Motors
Corp. the court has redefined in-
jury and occupational disease, Mr.
Obetz said.

In that case, the court stressed

workers who develop injuries as a
result of cumulative trauma or oc-

cupational diseases are entitled to
compensation if it can be proven
that their ailments were caused or

aggravated by their work.

The court in its 6-1 decision said:

"We believe that the judicial dis-
tinction between gradual and
abrupt causation is unjustified. It
frustrates the purpose of the act,
which is to compensate workers
who are injured as a result of the
requirements of their employ-
ment. . .Whether the injury was
sudden or progressive is irrelevant
as long as its cause is related to the
injured workers's employment. . ."

Mr. Obetz believes this decision

opens the door for every employee
to file a workers compensation
claim after retirement.

'The ruling is a great potential
for problems," noted Andrew
Doehrel, director of labor relations
for the Ohio Chamber of Com-

merce in Columbus.

In the third case, Caruso us. Atu-
minum Co. of America, the court
threw out any statute of limitations
for filing silicosis claims.

Since the December Supreme
Court rulings, several lawsuits
have been filed against employers
and more are expected.

"A nurnber of cases have been

laying dormant since Blankenship
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that now we will see action on,'
Mr. Doehrel said.

"Reform is needed now. There

must be a bipartisan legislative
mandate to bring the compensation
system back to a true wage-loss
benefit by permitting setoffs for
cumulative awards, limits on tem-
porary and permanent total disabil-
ity as well as the elimination of
permanent partial disability in
most cases," Mr. Obetz said.

"The Ohio Self-Insurers Assn.

will devote all of its efforts to see

that this mandate for change will
take place. All employer associa-
tions will have to work together to
realize this effort. Also, workers as
well as their unions will have to

understand that it is in their best

interest to bring the system back
into balance," he said.

Such a unified plan is foremost
on the governor's mind, according
to reports from the Feb. 20 pow-
wow in his office.

"The governor has indicated that
when he was in the Legislature (as
a senator), all workers compensa-
tion bills were 'agreed' bills," said
J. Robinson McCormick, chairman

of the state's Workers' Compensa-
tion Advisory Council.

But, union leaders believe the
Supreme Court decisions are un-
touchable, notes OMA's Mr. Kra-

bach, adding, "Whether they
(labor) are willing to bargain re-
mains to be seen."

John Thomas, a spokesman for
the Ohio AFL/CIO, said labor has
not yet put together a work comp
agenda for this session.

And Tom Bell, director of com-

pensation and safety for the Ohio
AFL/CIO, said labor doesn't be-
lieve the Supreme Court rulings
will have any great impact.

But, Cleveland attorney J. Nor-
man Stark, who recently filed a
$140 million suit against TRW Inc.
on behalf of a former employee,
said the decisions are "very much
needed, very just and make good
common sense."

"When an employee is in-
jured. . .because of negligence by
the employer. . .(that) employee is
entitled to more than a mere work-

ers compensation token," he said.
As a result of the court decisions

and legislative proposals, local Ohio
RIMS chapters are meeting to for-
mulate a lobbying effort.

Such a vocal stance is unusual for

RIMS, said Robert Lane, vp and

risk manager for Chemed Corp. in
Cincinnati and president of the
Cincinnati RIMS chapter.

"The actual court cases are quite
frankly not as troublesome as S.B.
301 of last session," Mr. Lane said.

That bill, which died when the
Legislature adjourned last year, in-
cluded scores of new provisions
and definitions in the state's work

comp law (BI, Jan. 16, 1984).
For instance, it defined occupa-

tional disease as any disease, infir-
mity or condition, whether mental
or physical or a new or an aggra-
vated condition, arising out of em-
ployment. It also called for index-
ing permanent total benefits to the
inflation rate, increasing benefits
for loss of limbs and making the
company physician and nurse li-
able for malpractice.

Employers expect a similar bill to
be filed again this session.

Meanwhile, H.B. 73, which

would particularly affect self-in-
surers of workers compensation
risks and is identical to H.B. 104

that was introduced last session,
was introduced Jan. 17 by Rep.
Cliff Skeen, D-Akron. The bill has
been referred to the House Com-
merce and Labor Committee,

which Rep. Skeen chairs. No hear-
ings have been set.

Proposals included in H.B. 73 in-
clude:

• Institution of an annual re-

view of an employer's right to self-
insure and the establishment of leg-
islative guidelines and criteria for
granting, renewing or revoking
that privilege.

• Establishment of a Self-Insur-

ing Employers' Surety Trust Fund,
in lieu of surety by each employer,
to cover defaults by self-insurers.

• An increase to 100% from 50%

of the statewide average weekly
wage the maximum compensation
available for loss of specific body
parts and an increase to $10,000
from $5,000 in the maximum award
for facial disfigurement.

• The removal of the limit of 10

cents per $100 of workers compen-
sation payroll on contributions to
the Disabled Workers' Relief Fund,

which is a supplemental fund.
In addition to this legislation, a

report was issued last May by the
Ohio Industrial Commission recom-

mending a tightening of the secu-
rity requirements for employers
that want to self-insure their work

comp program (BI, July 30, 1984). .

Ohio employers hit with suits
TRW Inc. and The Budd Co. both

have been sued by their employees
in the wake of three recent Ohio

Supreme Court decisions.
These rulings expand employees'

rights to workers compensation
and make it easier for injured
workers also to sue their employers
(see story, page 1).

The TRW case was brought by
52-year-old Joseph L. Finley Sr.
and his wife, J. Bernice. Both seek
$70 million plus legal fees.

In the suit, Mr. Finley charges
the company and several unnamed
corporate officials, company physi-
cians, producers and suppliers with
intentional negligence.

Mr. Finley worked since 1967 in
TRW's Euclid, Ohio, plant and is a
"pulmonary cripple," according to
a doctor's report referred to in the
lawsuit filed Jan. 30 in a Cuyahoga
County Court of Common Pleas.
Mr. Finley is suffering from acute
lung disease, said his attorney J.
Norman Stark of Cleveland.

The suit claims that Mr. Finley
was exposed to lead, graphite dust
and noxious fumes; that he was not

given protective face masks or
equipment; and that he was fired
after he filed an occupational dis-
ease workers compensation claim.

Among the charges listed in the
14-count suit are statutory tort; in-
tentional tort; intentional refusal to

warn; battery; intentional infliction
of severe emotional distress; fraud,
misrepresentation and deceit;

fraudulent concealment, medical

malpractice and substandard care;
failure to screen; failure to warn;
strict liability in tort; negligence;
retaliatory acts; and loss of consor-
tium.

A spokesman at TRW's Cleve-
land headquarters said the com-
pany had no comment on suit.

Since the high court rulings, The
Budd Co. of Troy, Mich., has been
named in five employee suits seek-
ing more than $50 million. Budd
has five plants in Ohio.

In a statement, 3 erry Purcell,
president of Budd's plastics division
said, "The solvents used in our

plants are similar to those found in
one's home or garage. While all
chemicals must be handled care-

fully, we take extra measures with
our facilities and employees to pro-
mote safety on the job. Because of
the care we use in protecting the
environment of our plant, we were
very surprised that lawsuits have
been filed against us."

The employees and former em-
ployees who filed the suits charge
they are suffering from various
physical ailments as a result of ex-
posure to hazardous chemicals in
the company's North Baltimore
and Carey, Ohio, plants.

"The allegations of the lawsuits,
which seek millions in compensa-
tory and punitive damages, are
being vigorously contested by the
company," the Budd spokesman
said. •



Pension plans determined, it Will be in excess of plan, which covers all company According to its notice of intent lion from property/casualty opera-
$100 million PBGC documents list employees, had been overfunded to terminate filed with the PBGC, tions, compared with aftertax in-

Continued from page 1 the reversion at $112 million for several years because of favor- the Home plan at the start of 1984 vestment income of $1175 million
be named Like most major property/casu- able investment performance and had 6,237 participants, including The company's policyholder sur

"We're talking about survival," alty insurers, Wausau's under- conservative actuarial assumptions, 4,695 employees, 1,002 retirees plus increased about 31% to $525
the analyst continued "These are writing losses have recently been company officials say and 540 participants separated million during 1984, largely be-
times when insurers do things out outpacing investment income At the beginning of 1984, the from service with deferred vested cause of the stock offering, Ms
of the ordinary They see this as an Wausau reported a $208 7 million plan had 9,493 participants, includ- benefits Devlin says
opportunity, and they certainly pretax underwriting loss from ing 7,819 active participants, 926 re- But unlike Wausau, whose new Like Wausau, Chubb will be re-
need the funds " property/casualty operations dur- tirees and 748 persons separated pension plan is identical to the ter- placing its terminated plans with

"It is obvious insurers need capi- ing the first nine months of 1984, from service with deferred vested minated plan, The Home is making identical new pension plans Chubt
tal They are doing something to while pretax investment income benefits plan improvements offers 10-year vesting, and benefits
infuse capital," said Norman L Ro- totaled only $114 8 million during Wausau says it is buying annul- For example, under the old plan are based on length of service and
senthal, vp and analyst at Morgan the same period ties from New York-based Equita- benefits were calculated by multi- highest average salary over any
Stanley & Co in New York At year-end 1983, Wausau's poll- ble Life Assurance Society of the plying final average pay by 18% five consecutive years of service

"If restructuring (pension plans) cyholder surplus stood at $521 7 United States to pay accrued bene- times years of service Under the The new plans will cover active
is an effective alternative, they will million, a decline of 37% during fits to participants in the termin- new plan, benefits will be calcu- employees, while Chubb will buy
do it," he said 1983 More recent surplus figures ated plan lated by multiplying final average annuities from an insurer to pa3

Recapturing excess pension were not available last week Wausau already has set up a new pay by 2% times years of service accrued benefits to participants in
assets is just one route insurers are The large underwriting losses plan, identical to the terminated In addition, the new plan pro- the terminated plans
taking to boost surplus prompted Wausau to turn to its one, to cover active employees vides increased early retirement The 41-year-old Chubb Corp

For example, Fireman's Fund In- overfunded pension plan to in- Under Wausau's retirement plan, benefits pension plan has 5,786 participants
surance Cos -whose policyholder crease its surplus, according to the employees vest after 10 years of Employees are pleased because including 4,420 active employees
surplus slipped 27 6% to $677.1 mil- company service, and benefits are based on benefits are being improved," said 1,024 retirees and 324 participants
lion in the 12 months ending Sept "As the year 1984 progressed, employees' length of service and The Home spokesman separated from service with de-
30, 1984-recently sold ltS Novato, Wausau, like other insurers, had highest average five-year salary Chubb Corp, based in Warren, ferred vested benefits
Calif, headquarters and several underwriting losses, and lt was felt over the employee's last 10 years of NJ, says it expects to recapture The Chubb Life Insurance Co 01

other properties to a European in- that these (excess pension) funds service $875 million in excess assets from America pension plan, which was
vestment group for $145 million would better serve the company as The Home Insurance Co, based the termination of two pension set up on Jan 1, 1942, has 1,251 par

Selling the facilities and renting part of its financial base," said John in New York, told the PBGC that it plans, which it will contribute to its ticipants, including 837 employees
them back will improve the com- Schoneman, Wausau's chairman expects to gain about $65 milhon Insurance subsidiaries' surplus 356 retirees and 58 participants se-
pany's surplus and liquidity, Fire- and chief executive officer after it terminates its defined bene- One plan, which covers most parated from service with deferred
man's Fund Chairman and Chief In addition, as a mutual insur- fit pension plan and buys annuities Chubb Corp employees and re- vested benefits
Executive Officer William M ance company, Wausau cannot to pay accrued benefits to partici- tirees, has $75 million in excess While the terminations of the

McCormick said at the time the sale issue stock to generate new funds, a pants Active employees will be assets, while the other plan, spon- Wausau, Home and Chubb plans
was announced (BI, Jan 28) Wausau spokesman said "There- covered under a new plan sored by the Chubb Life Insurance will provide the insurers with sub-

Other insurance companies, in- fore, we had to look at our The Home-part of The Home Co of America, a Chubb Corp sub- stantial amounts of money, the re-
cluding CIGNA Corp and USF&G strengths and resources to maintain Group Inc and ultimately owned sidiary, has $125 million in excess versions pale in comparison to the
Corp, have also recently sold their our capital base " by City Investing Co -is terminat- assets excess assets recently recouped by
headquarters (BI, Nov 26,1984) Last year, Wausau's rating by ing its 36-year-old pension plan to "This is a business decision," said other companies

Of the three insurers that in- A M Best was downgraded to a B- "add the money to surplus to Chubb Vp Gail Devhn For example, Los Angeles-based
formed the PBGC they intend to plus rating from an A rating An A strenghten the company," accord- "Clearly, the plans are over- Occidental Petroleum Corp recap
terminate their pension plans, rating means A M Best Judges an ing to a Home official funded The property/ casualty tured $375 million in excess assets
Wausau expects to recapture the insurer to be "excellent," while a But, a spokesman for The Home business is in the early stages of re- when lt terminated four defined
most money B-plus rating means a company is also noted, "The plan was so over- covery and we think we can make benefit plans and set up a new de-

Wausau says that while the exact considered "very good ' funded it wasn't doing anyone any better use of the (excess) funds m fined contribution plan in 1983 (BI
amount of the reversion cannot be Wausau's 18-year-old pension good " He said the plan was over- our primary business " May 30, 1983, Jan. 16, 1984)

funded because of favorable invest- However, Chubb noted that it In early 1984, The Great Atlantic

Chemical kills 6Superman' ment performance and conserva- does not have to rely on the pen- & Pacific Tea Co of Montvale, N J
tive actuarial assumptions mon plan reversion as its only recovered $275 million in surplus

Like Wausau, Home's under- source of new capital assets by terminating a defined
Continued from page 2 mental Protection Agency writing losses have been outpacing Chubb last year raised $100 mil- benefit plan and establishing a new
the firm of Thornton, Summers, But, it didn't say, "If you spray investment income and its policy- lion in new capital through the sale defined contribution plan (BI, Jan
Eiechlin, Dunham & Brown in San animals, it will kill them," the holder surplus has been shrinking of stock Those new shares sold at 9, 1984)
Antonio, said the jury's decision source added At the close of the first nine $43 when they were offered in Au- According to the PBGC, employ
that Diamond Shamrock did not "There have been only 10 or 15 months of 1984, The Home Group gust 1984, Chubb traded at $61 38 ers have recovered more than $3 4
adequately label ltS insecticide complaints in the 10 years Vapona Inc reported that policyholder sur- on Feb 20 billion in surplus assets through the
means Medina Valley will be able has been manufactured And every plus totaled $571 8 million, which The appreciation of Chubb stock termination of overfunded pension
to recover its share of the compen- one has been because of misappli- represented a 41% decline during shows investor confidence in the plans since Jan 1,1981
satory damage award from Dia- cation," he said the previous 12 months company, Ms Devlin said
mond Shamrock under the state's He added that instructions on Pretax underwriting losses from Also, unlike Wausau and The
Deceptive Trade Practice Act containers of Vapona caution users property/casualty operations dur- Home, Chubb reports positive cash Executive Placement

Ken Haseley, a spokesman for to use the chemical in a solution ing the first three quarters of 1984 flow from its property/casualty un- Nationwide specialists In

Diamond Shamrock, would not containing no more than 2 ounces amounted to $337 2 million, while derwriting operations and notes COMPENSATION & BENEFITS
comment on whether the lab could of the 1nsecticide Superman was pretax investment income was only that its policyholder surplus grew V.I P. RESOURCES, INC.

recover its share of the damages one of three bulls sprayed with a $240 7 million during the same pe- during the past year 278 Cratton Avenue

from Diamond Shamrock solution that contained 3 gallons of riod Home has not yet released in For 1984, Chubb reported a after- Staten Island, NY 10314

But Mr Haseley said Diamond Vapona, he noted full 1984 figures tax underwriting loss of $1153 mil- (718) 494-6725 Joseph Gross T
Shamrock feels "the damages are Superman was the only casualty
beyond reason " in the spraying The other bulls be-

Although he wouldn't disclose came 111 but survived
specifics of the company's insurance, Diamond Shamrock is arguing
he did say the company has suffi- that the Vapona warnings were
cient coverage to pay its share of the adequate at the time of the spray- In the oil & gas business,
award Aetna has been Diamond ing Furthermore, it Says it is not
Shamrock's long-time primary lia- responsible for Superman's death No protection is your biggest risk.bility insurer, and the manufacturer because the workers for the insem-
has had various excess Insurers in ination lab who sprayed the bull
the London and U S markets In the spoke "little or no English," ac-
past, Business Insurance learned cording Mr Haseley Risk is an unavoidablepartoftheoil & gasbusiness You
previously, Diamond Shamrock's "They were told to go spray the cannot afford to be unprotectedi
comprehensive general liability poll- pen area and instead sprayed the PIC provides an in-depth analysts of risk manage-cies have included deductibles and bull," he said

retrospective rating formulas (BI, Vapona was originally manufac- ment Covering such topics as Political Risk, inter-
Oct 29, 1984) tured by Shell 011 Co and is used in national Market, Maritime Exposures, Environmental

One source close to the litigation, its household insecticide Shell No- Impairment plus many more
who asked not to be identified, said Pest Strips In 1979, Shell sold the Learn about protecting today's risks so that you willthat, at the time of the incident, the chemical to Diamond Shamrock,

be prepared for tomorrow's disasterswarning label on the Vapona met and in 1983 SDS Biotech began
all requirements of the Environ- manufacturing Vapona FOR Operators, Producers, Service Contractors,

Risk Managers and serious industry investors

Exxon work comp ruling FOR MORE INFORMATION CALL OR WRITE: PDI

Conference Center, North Texas State University, P O

Continued from page 3 that it iS a workers compensation Box 13288, Denton, Texas 76203-3288 TOLL FREE
trade order clerks log incoming case," said Mr Roth "This is almost OUTSIDE TEXAS 800-433-5676 D/FW METRO 267-5671

calls with low volume, according to like a Rube Goldberg-type of or (817) 565-2483
court papers It said it reported the thing," he added, where one thing
problem to the telephone company -the low volume of incoming tele-
and had amplifiers installed on all phone calls-set off an unusual
clerks' telephones The company chain reaction
also supplied clerks with ear cush- New Jersey is one of only seven Gth Annual
ions and head sets, according to Mr states in which the workers com- PETROLEUM INSURANCE CONFERENCE
Roth pensation laws provide for benefits

March 27-29,1985 New Orleans, LouisianaMedical bills for treating 46- to workers who suffer a mental ail-
year-old Mr Willitts, who still has ment caused by a mental trauma
the same Job title, totaled more In stress-related cases, it is more
than $10,000 at the time of the trial, common to compensate a worker Presented by Self Insurance Resource, Inc of Dallas & Professional Development institute
said Mr Roth for a physical ailment caused by a

"What is unusual about this iS mental trauma .
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RATES AND CLOSING TIME:

Rates· Displayelassdiedis $73.26 per column inch, mmimum ofone inch Straight Closing: Published every Monday. Copy must be in written form b¥ noon
classifiedis $6 59 per hne, mimmum of 5 hnes Count 34 charactersper hne (include Tuesday. 6 days preceding publishing date. No verbal phone copy accepted.
each space and punctuation as a character). Additional $13 00 chargefor blind box Prepayment required. Mail ads to Beverly Kiuxdal. Classified Advertising.
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forwarded daily.

ACCOUNT EXECUTIVE SALES EXECUTIVE PHARMACY CREDIT CARD
Large Orange County Calif Broker SOFTWARE

COMMERCIAL Wearea firm of Lloyd's Brokers who wish to
seeks Journeyman Account Exec with

Expanding Nationwide health

proven ability client contact marketing
care cost containment co head- Field tested 48 months Includes LINES AGENCY

expand our American portfolio by an asso-
Prop & Cas Commercial Accts Must quartered in NYC suburbs seeks processing, cost containment,

havecompanyund background pluss experienced professional Sales card retneval capabilities. user Large billion dollar insur- ciation with Inanaging general agents who
yrs major brokerage Salary open Executive to service & build new
Reply & Resume to

documentation & training Avail-
accounts in theinsurance indus- ance corporation seeks to

Box 1651, Business Insurance try & Fortune 1000 companies
able for license Call 800-645- would have a use for the services of a

740 Rush Street, Chicago, IL 60611 3332 (In NY 516-626-0007) purchase an agency lo-
This highly visible position re- Lloyd's Broker to place their London mar-
quires excellent written, oral & cated In or strong ties to
management skills,and 3-4 years Michigan market ket business. Our strong suit is an under-
experience In sales to group STRUCTURED SETTLEMENT

CONSULTANT health insurance/employee ben- SPECIALIST Forconfidentialcons,dera- standing olthe market place thus enabling
We seek a motivated professional, spe- efits managers Health care A leader in the structured Settle-
claity designing retirement & exec background desirable Approx tion, please write to

ments mdustry is seeking to ex- us to handle specialist risk deals and busi-
comp programs, to join our growing 40% travel reg
NYC based management consulting Good compensation pkg + bene- pand its operations in Chicago, Box 1642. Business Insurance. ness whict requires careful planning and
firm Require 3-4 yrs consulting (non- fits Send resume to New York, Seattle, Denver, Hous- 740 Rush St., Chicago, IL 60611
actuary) exp, extensive client contact, ton and Atlanta To fill positions skillful marketing including reinsurance to
mktg & project resp Must possess su- Vice President available in these locations, the
penor technical & commun skills & American Claims Evaluation, Inc Company ts seeking self-moti- support the placement of large commercial
proven ability toldentify Innovativeso- 375 North Broadway vated individuals with broad ex-
lutions/opportunities MBA desirable accounts.
Highly competitive compensation

Jericho, NY 11753 perience in the settlement of per-

package offered inct incentive/equity sona[ injury ordeath claims The LONG HAUL TRUCK

opportunities for results-oriented ind,- successful applicant must pos- Box 508, Business Insurance
vidual Please reply in confidence sessstrong human relation skills, •Workers Comp • Bobtail
(incl salary history) to 740 Rush St., Chicago, IL 60611AGENCY SALES communication skills and have a • Cargo • General Liability

Box 1646, Business Insurance good aptitude for financial fig-
740 Rush St, Chicago, IL 60611

MANAGER • One A Rated Admitted Mkt
ures Prior knowledge of the

Large aggressive Sunbelt Commercial structured settlement concept 1-800.647.3769
will bean asset Travel is an inte-Property and Casualty Agency seeks

key person for new position Supervise gral part of the position An ex- Herbert F Baker President
For a

COST CONTAINMENT
sales staff of 12, new business develop- cellent compensation package Is

General Amenca, ts a major life and health insurer with a nationalConcise ment center, and future agency acqui- offered Please reply to 1 AmencanOwne,/Opecotor
and sitions Will have responsibility and Box 1608, Business Insurance, DIIX Undemhtels Inc.

reputation for success In theemployee benefits marketplace Weare

authority for development and imple-
740 Rush St, Chicago, IL 60611

a large casecomfany with a strong commitment tocostcontainment

Logical mentation of marketing plan and new 5 f,520 665 Pe*: A,a i G.303

All rephes will be held m
techniques that enhance our quality product offerings

Approach
sales staff Some large account service
and direct new business production in-

strictest confidence We offer our chert companies a variety of cost containment alterna-

to volved Unique opportunity fora highly tive options that nclude health risk appraisals, employee commun t-

Risk
qualified Individual with a successful cations programs, utilization review, PPOs, and sophisticated data
track record Thorough knowledge re- INSURANCE SALES PROFESSIONALS analysis and reporting We are seeking the right person to assist .n
quired in commercial P&C with sales

ManaBement the development of additional cost containment options and to pro-
management experience Agency/ One of northern New England's oldest, largest regional insurance

Recruiting Brokerage background preferred Fi- agencies has several challenging positions available for individuals vide cost containment consultation to our prestigious list of clients

nancial package commensurate with interested in growth opportunities Qualified candidates will have a graduate degree in Health Planning
qualifications Sendresumeandfinan Producers-Several openings exist at various branch offices in cr Administratior w:th 2-5 years of professional experience Candi-
cial requirements to Maine and New Hampshire for Commercial Lines producers with a dates must be aggressive articulate, and able to work effectively wrh

LOGIC Joe Williams, desire to have sales results translated into personal growth and ca-
majoremployerclients Theabilitytotravel regularlyisrequired Ex-

Executive Vice President
reef opportunity Applicants should possess knowledge of the com-
mercial casualty-property business and be receptive to future edu- Ferience In marketirg and/or contract negotiations is desirable

Wisenberg Agency
Associates, Inc cation and training

P 0 Box 983 For confidential consideration, send resume and salary require-
170 Broadway Join the professionals at THE DUNLAP AGENCY

Houston, Texas 77001
ments to

New York, N Y 10038 Send resume to

212) 227-8000 Catherine D Thorpe
Vice President-Human Resources Genefal

Susan Michael

General American Life
The Dunlap Agency

BENEFITS MANAGER P O Box 40 American P O Box 14490

Auburn, Maine 04210 44/5 //5"AIC' CO/PAN¥ St Louis, MO 63178
Business Insurance Exceptional opportunity for

Telephone (207) 783-2211, Extension 204
an experienced individual to

Circulation manage the City of Austin's
benefit & insurance financial

Breakdown* programs Qualifications in-
clude Any combination equi- Principal Insurance

Commercial Consumers valent to a bachelor's degree INSURANCE
in Finance, Accounting, Ec-

Administrative:
Representative

onomics or related field & five

CEO's presidents and owners 2,513 years progressively responst-
SALES REP

 Major Northeast utility has an opening for
Vice-presidents, general managers and ble experience in developing Progressive growing consumer prod- a Principal Insurance Representative The
other administrative personnel 2,573 & managing self-insurance & ucts company B seeking a successful successful candidate must possess a BS

deferred compensation pro- self-motivated sales professional toFinancial: degree, pre,erably in Business Administration,
grams Salary commensurate assume an important role In the expan-

Chief financial officers and vice-presi- and a Chartered Property and Casualtywith qualifications sion of a company controlled insurance
dents of finance 2,168 Underwn ers designation, or demonstratedSubmit resume by March 29 agency in the Fresno, Salt Lake City,
Secretaries, treasurers, controllers and

to equivalert experience, and 1) a thoroughand Portland areas
other financial personnel 7,167 City of Austin knowledge of utility insurance requirements

Personnel Department Will be responsible for marketing with special emphasis on nuclear property
Risk/employee benefits: P O Box 1088 property and casualty as well as group and nuclear Ilabllity insurance, 2) exposure to
Vice-presidents. directors, managers, Austin, TX 78767 benefit lines to company service
and other related department personnel and knowledge of manne insurance,

Re 85-2-75CC retailers The ideal candidate will

of insurance, risk, employee benefits, have 2-3 years experience in the selling specifical y well-control and pollution

personnel compensation pension.sate- and servicing of property, casualty, coverage 3) knowledge of general commer-
ty security, Industrial relations, human group life, accident and health cial Insurance and techniques of risk
resources and employee/labor relations Assure insurance for small to medium size management, 4) experience In loss investiga-

8,206 commercial accounts Requires some tion, negotiations and settlement, 5) and ex-
yourself top overnight travel perlence in review of contracts, leases, etc A

Sub-total . . 22,627
We offer a competitive salary, company minimum of five years experience in the

Associations · 1,081 quality car and bonus arrangement If you are foregoing is essential
Government, unions and a highly motivated professional ready
educational systems 944 employees- for a challenge, please submit your Benefia Include relocation assistance, 12

resume including salary history and paid holidays, liberal vacation, group life and
Commercial Consumers Advertise references to acc,dent nsurance, pension plan, tuition
Sub-total . .

.....
24,652 assistance (100% for approved graduate pro-

Insurance agents and brokers 9,524 your grams), cisability and comprehensive medical
Insurance companies 5,867 Box 1644, Business Insurance coverage including dental and prescription
Financial institutions 556 openings 740 Rush St., Chicago, Ill 60611 programs various stock plans and a thrift
Actuaries attorneys, adjusters, apprats-
ers and consultants 3,265 in the plan

Others allied to the field, 1,143 To app,y, submit your resume with salaryBusiness
TOTAL. .

history in confidence to
. 45,007

* Source Business/Occupational break- Insurance Box 1645, Business Insurance

down of qualified circulation. Nov 5,
740 Rush St., Chicago, 11160611

1984 Issue. as submitted to BPA lor Dec Classifieds. Equal Opportunity Employer M/F Equal Opportunity Employer M/F

1984, BPA Publisher's Statement



Fronting programs "We're in the insurance business much more careful about how they The information will be reported insurer, which she declined toWe prefer to write insurance," says allocate their surplusContinued from page 1 m Schedule F, Part 2, which re- name, so far she has been unable toan official of another insurer, "They just can't afford to use quires insurers to list funds with- arrange reinsurance• The market for reinsurance which provides about a dozen their surplus for anythang but their held on account of reinsurance inhas tightened as well, making it fronting programs own business," says Mr Delaney Reinsurers are quoting "ex-
more difficult for insurers to find American International Group unauthorized companies Captive tremely high prices" she says, add-

Insurers are unlikely to devote insurers as a rule operate as un- ing that putting together this cap-excess or reinsurance for fronting Inc, a major suppher of fronting uncommitted surplus to fronting authorized reinsurance companies tive is "the most difficult thing I'veclients at reasonable prices programs, did not return calls
• Insurers are concerned about "because margins are zilch," says because they don't want to spend tried to accomplish in the insuranceOne broker predicts that the one broker

the long-term financial viability of "'Lego block' insurance com- the time or money to seek a US Industry "
The liquidation of one of the insurance licensethe clients' captives for which they panies" like Ideal, which put their best-known fronting insurers, Ideal Finally, while once it was the eli-

front Previously Schedule F, Part 2 re- ent who was most concerned aboutnames on policies but farmed out Mutual, has not been lost on other quired the insurer to list the names the financial security of its frontingIt's increasingly more difficult critical components hke loss con- insurers Since the New York de- of all unauthorized reinsurers and insurer, insurers are now morefor companies to find fronts," al- trol and claims handling, "will dry partment attributed part of Ideal's for each the amount of unearned concerned about the financial secu-though not impossible, says Kevin up," while strong insurers that con- insolvency to inadequate security premiums, paid and unpaid losses rity of their fronting clients WillF Donoghue, a Boston-based risk sider fronting "a side issue" Will behind fronting programs, other recoverable and deposits by and the client's captive insurer pay themanagement consultant "stand the test of time ' insurers are more cautious about funds withheld
"We're finding that the number The fees charged by those insur- writing fronting programs claims as promised'

of companies that are still in the ers still willing to provide fronting Now, instead of requesting only They're being much more con-
"I think it was intended to send a "paid and unpaid losses recover- servative about the security," saysfronting market is shrinking dra- services are going up, everyone message," says the official of one able," the blank requires insurers Wilham S Mortimer of Risk Man-matically " agrees David D De- agrees, but insurers are reluctant to insurance company, who asked not also to report for each unauthorized agement Consultants Inc in New-laney, president of New York- cite specific increases

based Delaney Management Co, an to be identified, as did many others reinsurer a total for IBNR losses port Beach, CalifThe costs of all insurance pro- interviewed for this articleunderwriting manager and a total for paid and unpaid al-grams are going up, including the They're much more aware of
"I think that's going to cause a lot located loss adjustment expenses the long-term nature of the busi-In addition to the loss of Ideal cost of fronting programs, says of companies to back off from recoverable, noted Paul MeNell, an ness being written" and need to beMutual and Transit Casualty as Rich Barbieri, second vp at the fronting arrangements," predicts a insurance accounting specialist assured that the captive and com-fronting insurers, Occidental Fire Travelers Corp, which has 12 to 15 consultant Fronting programs will with the National Assn of Insur- pany will be around for a number& Casualty Co of North Carolina, fronting clients, all of whom are still be offered, he adds, "but after ance Commissionersbased in Engelwood, Colo, has cut among the Fortune 500 of years, says Richard T Delaney, a

back on its fronting activities, much more thorough evaluation " These figures will better reflect vp and manager of the prop-"The fees for fronting are up,
sources say Fronting is "an area that many the true liabilities ceded to unauth- erty/casualty division at Towers,and probably significantly," says insurance departments are uncom- orized reinsurers, regulators sayOccidental declined to comment John Baney, president of CIGNA's fortable with," admits one risk Perrin, Forster & Crosby tn Phila-
on its fronting activities Even if an insurer is interested in delphiabroker division He would not cite manager whose company uses a providing fronting services, it may Generally, insurers want captiveOne former Transit Casualty pol- specifics, nor would he provide a captive insurer Because the risk not want to provide the excess in- insurers to supply them with lettersicyholder, The Michigan Licensed count of CIGNA's fronting pro- manager did not want to attract the surance the clients wants or be able of credit or funds on deposit toBeverage Assn, based in Bay City, gram clients
has for about two weeks been with- attention of regulators, he, too, to find it m the reinsurance mar- guarantee that claims will be paidLuther T Griffith, chief execu- asked that his name not be used
out a fronting insurer for its Cay- tive officer of Anistics Inc, a unit ketplace Part of the reason for the insur-

Some insurance regulators have Aggregate excess reinsurance on ers' concern about client security isman Islands-based captive, Na- of New York-based broker Alex- said publicly and privately that captive programs, which caps a due to the failure of Dana Corp totional Liability & Business Assur- ander & Alexander Services Int, they view fronting programs as an captive's losses, in particular has bail Out its subsidiary Cherokee In-ance Ltd

says fees vary by company and by underhanded method of circum- become "very much more expen- surance Corp, which is now in re-The captive writes third-party 11- size of risk, and can range from 2% venting state insurance regulations sive, and sometimes unavailable at habilitation in Tennessee-evenability coverage, including dram to 10% of premium And, the fee And now, regulators are going to any workable price," says Argon- though the circumstances sur-shop liability, for tavern owner varies depending upon what ser- have more information regarding aut's Mr Bloomencrantzmembers, according to association vices are provided rounding Cherokee's rehabilitationfronting programs starting with theVp Robert Wileand Since 1934, He recalls recently being quoted are far different from the tradi-Companies that were paying 6% 1984 convention statement filed by a price of $1'million to purchase $1 tional fronting programs risk man-Michigan law has held tavern of premium six months ago are alllicensed insurers million worth of excess insuranceowners liable if someone they sold now paying 65% to 7%, he esti- agers want
The new statement requires in- Brenda Pair of Atlanta-based Mr Delaney says publicity aboutliquor to becomes involved in an mates, while those on the "low end surers to provide an estimate of in- Pair Underwriting Managers has Cherokee's rehabilitation "is con-accident

of the scale" may be asked to pay as curred-but-not-reported losses in been trying unsuccessfully to set up tributing a little to that fear" thatMr Wileand says he has been as- much as 50% to 100% more
sured by the captive's management connection with business reinsured a captive program for truckers fronting clients may not pay theirBut, fronting fees can go up only by unauthorized reinsurers While she has obtained a fronting claims in the futurecompany Marsh & MeLennan so much, he notes, before the client
(Cayman Islands) Ltd, that a new will reject the service Unlike in-
fronting insurer will be found surance that provides indemnity
We're depending a lot on M&M to protection that can be critical to A Lot Has Changed Since

come through," he says survival after a loss, a fronting pro-
Despite reports from captive gram that essentially provides only

owners and clients that fronting services can be dropped The client You Last Looked At The BI Directory
services are harder to find, few in- can merely self-insure without
surers admit they have changed proof of insurance or buy directly
their stances on fronting from its captive What could be as changing as the ever-changing world of insurance, employee benefits and risk management services')

A spokesman for Northwestern Only for workers compensation The names, facts and figures from the corporations that buy such products and services'
National Insurance Co, a Milwau- or mandatory auto insurance will The 1984 Business Insurance Directory of Corporate Buyers of Insurance, Benefit Plans and Riskkee-based Armco Inc unit that is the client foregoing fronting ser- Management Services, published in August, has been revised, updated and greatly
active in fronting, denied a report vices have to comply with state expanded to include information on more than 1,600 of the largest U S corporations
it would cut back its activities regulations governing qualifica- Sales volume, employee population, company address andWe plan to continue to do cap- tions to self-insure phone number are some of the facts you'll _-----155tive fronting," he said "Business With the price of insurance ris- find along with the names and titles of
levels have been slower in the soft ing and capacity shrinking, more chief financial officers, and executives m
market, but we plan to see more fronting clients may learn insurers charge of risk management, employee Ralston Purinl *+ /la-
business as the market hardens ' won't miss their business if they benefits, personnel, pension and relophoN .-05 1000 - --..-#neth N #im-

- 51 VOCFO

At Argonaut Insurance Co, refuse to pay higher fronting fees retirefnent plans and more 2-25% *dh, based in Menlo Park, Calif, strict C..1 FW-nc

Emolly......

C....Hunt
Insurers find it very difficult to In addition, a special tndex lists m.

R curd Harn
Penon*/R'*ement

::.S teer\.i.C ..rl'.

standards on what kinds of front- control the pricing and administra- corporations by size, based on number of p.'ll.*1 -1 >rf ..I-

ing programs can be written have tion of pure fronting business, says employees A new geographic index is also
D.I ="f<=
......9

been in place all along, says Vp CIGNA's Mr Baney When rates included P.:236,„'

Addre- PO 80. 946, Ouhlin814·7843733

lin mi"Ins)
Steve Bloomencrantz Now, he for conventional insurance are 'Buyers' and 'sellers' ahke will find the

6 CEO
Raneesays, "the rest of the marketplace is "close to adequate," he says, front- .

, coming up to meet us" or else is dis- ing business loses some of its appeal 1984 BI Directory to be tremendously helpful /0.phone hum= li",1,"".
in carrying out their Job responsibilities &- FW,ancial Gmc:*i

II

appearing to insurers nt

At The Home Group Inc in New We will look at fronting pro- As a buyer, you can turn to the alphabetical Employ* *Mlita

York, Senior Vp Fred Mina said grams and certainly not shut off

..An.

....

hstings to identify professionals in similar P*naions/R11.

.as

-----
1,600

positions in companies much hke your own, "We never did really go out of our the tap," he says, but fronting pro-
tons

Sellers, too, will find that flippmg through the
I/c•

way to do heavy fronting in the grams will be considered "in the

grams that "made sense," says Mr qualify "

Ranabu/9

OY... .35

•1 88"

past " The Home fronts for about light of other opportunities" and BI Directory is by far the quickest, most reliable
n' a len

leri---*- mt & Sen
way to identify the powers that buy 0,80... 6 8%

100 companies, but these are pro- will have to be "uniquely good to Chle, Financ. 0,11<:Ii
R# Maile.ne.'

Expanded Up-to-date More useful than Employ",
Mina, who is in charge of special "Why bother with the exotic ar- ever before That's the 1984 Business Insurance p./*Is

risks "We have not gone from the rangements if you can make a lot Directory of Corporate Buyers of Insurance, Benefit
S...70

sublime to the ridiculous " Plans and Risk Management Services Update R•04492,kan -with the conventionaP" asks one ----a.ib-----

The Home will provide addi- consultant yourself for a cost of just $50, ten or more copies at a

r .1 .moloy... 37,000

B Tie.

tional fronting programs as busi- reduced price ofJust $40 each 1 Business Insurance Directory
Donald K Heim, president of c Single Copy Sales

ness comes its way, he says, in a Nashville-based Advanced Risk Fill out the coupon now and send for your copy of 740 Rush Street

"mature" fashion, and on the con- Management Services, a Corroon & the newly updated 1984 BI Directory Chicago, IL 60611

dition the client provides "adequate Black Corp unit, noted that while Please send me- copies of the BUSINESS INSURANCE
-

security " R DIRECTORY OF CORPORATE BUYERS OF INSURANCE,insurers once regarded fronting as BENEFIT PLANS AND RISK MANAGEMENT SERVICES
At Aetna Life & Casualty Co, a way to use up some capacity @ $50 each; $40 each for quantity of 10 or more

fronting programs are 44

not some- while making a good income they - Payment Enclosed
thing we go out of our way to do, or have found the business created ac-
out of our way to stop," says a counting problems .bu 

Bill me-plus $5 additional charge for handling

spokesman Aetna handles about a smess Visa-Mastercard
44 There's a lot more time and Account # Exp Date

dozen fronting programs out of its work involved in handling the ac- msurance Signature

tens of thousands of accounts It counts," he said And, some insur- Namp

provides claims and loss-control ers have found lt difficult to deter- Crain Communications Inc Title

services for those companies for mine exactly how much fronting 1984 Business Insurance Directory Companywhich it acts as a fronting insurer costs them to include that in the 740 N, Rush Street
Chicago. IL 60811 Aririweqand retains "quite a bit" of the risk, fronting charges (312)280-3167

says the spokesman, "so to us, it's a Meanwhile, with their surplus Cltv Static Zip

true insurance program " shrinking, insurers are becoming Phone (area code) f
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CBS case defense cost unclear
Continued from page 2

However, estimates for defense costs have ranged from $2 million
to more than $10 million. Observers say those costs include not only
attorneys' fees, but also time spent by CBS executives on the trial
and other associated costs.

"There was no pressure put on CBS to settle by its insurers," Mr.
Jacobs said.

A settlement had been discussed "all along," said Jim Moody, an
attorney with Capital Legal Foundation in Washington, the public
interest firm of five attorneys that represented Gen. Westmoreland.

High court lets TMI rulings stand
WASHINGTON-The U.S. Supreme Court last week let stand

two lower court decisions on lawsuits seeking damages from the
1979 accident at the Three Mile Island nuclear plant.

The Supreme Court left intact a 3rd U.S. Circuit Court of Appeals
ruling barring a $4 billion suit by General Public Utilities Corp., the
plant's owner, against the Nuclear Regulatory Commission.

GPU had argued that the NRC should have warned it about a
problem at another nuclear plant similar to the one that caused the
TMI accident. However, the appeals court found that the NRC acted
within its regulatory discretion in not passing on the information.

The Supreme Court also let stand another 3rd Circuit ruling dis-
missing a class-action lawsuit brought by GPU customers to recover
utility rate increases granted to cover replacement power and
cleanup costs incurred by GPU after the accident.

The appeals court said federal courts lacked jurisdiction in the
matter. But, plaintiff's lawyers then filed motions to have the suit
transferred to a state court in Pennsylvania.

The motions were stayed pending an appeal to the Supreme
Court, and its action clears the way for the suit to proceed in state
court, said Lee C. Swartz, a plaintiff's lawyer in Philadelphia.

Aside from a group of personal injury claims ·not covered by a
recently announced settlement, the ratepayers' lawsuit is the only
outstanding litigation related to the 1979 accident, a GPU spokes-
man said (BI, Feb. 18).

Separately, the Supreme Court let stand a New York Court of
Appeals ruling that may allow New York City and others to collect
damages from Consolidated Edison Co. for losses resulting from a
25-hour blackout in 1977.

The Court of Appeals ruled in a 1981 lawsuit brought by a super-
market that Con Ed was grossly negligent in the blackout. Last
June, the court ruled that because of its earlier decision, New York
City need not prove negligence to collect on a claim.

Con Ed appealed that decision, and the U.S. Supreme Court last
week refused to hear the case.

Con Ed already has settled "a few" blackout-related claims for
about $250,000, according to a company spokesman, who would not
comment on Con Fd's insurance coverage. An additional 200 claims
seeking about $200 million in damages are pending and will be liti-
gated separately, he said.

None of those claimants will have to prove negligence, however,
and the only subject of the litigation will be the amount of damages
to be awarded, the spokesman said.

New York City originally had sought $56 million in actual dam-
ages, but the Court of Appeals last June disallowed certain claims-
such as police overtime pay-reducing the claim to about $2.7 mil-
lion, the Con Ed spokesman said.

Florida losses at $19 million
COLUMBIA, S.C.-Although the final figures won't be in until

summer, the Federal Crop Insurance Corp. estimates it will pay
about $19 million to Florida farmers whose crops were damaged by
the January freeze (BI, Jan. 28).

The arctic blast that raked the state caused an estimated $8.6 mil-

lion in FCIC-insured losses to Florida citrus growers, according to J.
Porter Bull, director of FCIC in Columbia.

Tomato growers suffered an estimated $9.3 million in FCIC-in-
sured losses, and FCIC-insured damages to pepper crops are esti-
mated at $1 million, he said. The federal crop coverage is not offered
to growers of other crops in the state, he added.

Mr. Bull added that $5 million to $6 million of the FCIC losses are
for reinsurance its writes for insurers in the state who provide cov-
erage for growers.

Crash may not hike rates
Continued from page 3

Experts were examining the
badly damaged plane last week to
discover what caused the Feb. 19

plunge. The plane suffered a bent
wing and a torn tail section.

The 50 passengers on the flight
from Taipei, which was scheduled
to land in Los Angeles, suffered
mostly minor injuries, although
two flight attendants were hospital-
ized.

China Airlines' hull and liability
insurance is underwritten by Tai-
wanese insurers and is at least par-
tially reinsured in the London
market, with British Aviation In-
surance Co. as the lead un-

derwriter, according to London
sources. China Airlines' London

broker, Stewart Wrightson Hold-
ings P.L.C., would not comment on

the coverage.
According to London sources,

China Airlines currently has up to
$85 million in hull coverage and
$300 million in liability insurance
per occurrence.

Besides the Iberia and China

Airlines accidents, other major
aviation accidents in 1985 include:

• The crash in early January of
an Eastern Airlines Boeing 737 in a
mountainous area in Bolivia, kill-
ing all 19 people aboard (BI, Jan.
7).

• The Jan. 21 crash of a Galaxy
Airlines Lockheed Electra in Reno,
Nev. Sixty-eight people were killed
in the crash (BI, Jan. 28).

• The heavy landing of an In-
dian Airways Boeing 737 jetliner in
Calcutta on Feb. 7. No one was

killed in this accident. 

CNA, Home back asbestos plan
Continued from page 2
ment is named. "They (CNA and
Home) are both important carriers.
It indicates there will be an as-

bestos claims facility."
However, Mr. Shea, Mr. Restivo

and Dean Wellington all stopped
short of declaring that the proposal
has the support of enough major in-
surers to implement it. They added
that they hoped other insurers and
producers would join.

So far, 33 producers and 22 insur-
ers have conditionally signed the
agreement.

Among the insurers that still
haven't signed the agreement are
Travelers Corp., Commercial
Union Insurance Co. and American

International Group Inc.
Unsigned producers include

Raymark Corp., GAF Corp. and
H.K. Porter Co., although Mr. Res-
tivo said that "we do have the criti-

cal mass of producers."
Efforts to implement the facility

over the last six weeks have taken

a back seat to signing up additional
insurers, Mr. Restivo added.

Dean Wellington said that some
insurers may be hesitant to sign the
agreement because they believe

they would reach a more favorable
settlement with their insureds if

they negotiated one-on-one, rather
than if they participated in the fa-
cility.

Another obstacle for some insur-

ers, Dean Wellington added, was
the agreement's complexity.

Dean Wellington also noted that
negotiators of the agreement "dra-
matically underestimated" the time
needed to explain the agreement
and convince company officials of
the agreement's benefits.

Nonetheless, several subcommit-
tees have made considerable

progress in setting up the facility ,
including screening for a chief ex-
ecutive officer and selecting sites
for claims processing offices, Mr.
Restivo said.

Negotiators of the agreement are
still hoping that the facility can
begin operating in the spring. Dean
Wellington acknowledged, how-
ever, that it could take longer than
expected.

While CNA confirmed that it

had conditionally signed the agree-
ment, it declined further comment.
The Home declined to comment on

the matter. •

Lloyd's chairman plans trip to China
LONDON-Peter Miller, chair-

man of Lloyd's of London, is plan-
ning to visit the People's Refublic
of China at the request of the Peo-
ple's Insurance Co. of China, a
Lloyd's spokesman confirmed.

The trip is scheduled for late
April through early May. the
spokesman said.

Mr. Miller will talk to Chinese

officials as well as representatives

of the insurance industry in China
to discuss Lloyd's and its role in
China.

Lloyd's already is active in the
Chinese insurance markets as one

of the main reinsurers of the PIIC,
the major, state-owned insurance
company in China, the Lloyd's
spokesman noted.

"This trip will further cement
our interests there," he said. •
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305 By MYRON M. PICOULT your competitors and then having that com- for each share of Carolina Casualty common
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petitor return to the fray and beat your stock
295 brains in Hence, it is unlikely that manage-
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Special to Business Insurance
Carolina Casualty specializes in trucking

i TT IS GENERALLY recognized that the do- ments would be willing to effect another res- coverages As of Sept 30,1984, it had total
1

f

imestic property/casualty industry encom- cue similar to the GEICO bailout of the 1970s assets of $37 3 million
. passes all 50 states, the District of Columbia Property/casualty stocks have been re- Berkley, through its subsidiaries, offers

and Puerto Rico How- markably strong over the past few weeks, property and casualty insurance, reinsurance4
9/I /a ever, there lS one other notwithstanding some disappointing fourth- and excess/surplus and specialty insurance

state that has been over- quarter operating earnings and underwriting As of Sept 30, 1984, it had total assets of $3024-,8,Spl,485&5&44/4,6,-4.P# 424' 11
looked the state of insol- results The rationale is that the worse the million
vency numbers, the stronger the recovery.

This is a topic that hasm There is some truth to that, but investors
The Business insurance index of insurance in- not been given much should keep some perspective on the time Mission president resigns
dustry stocks continued to climb for the penod publicity In previous frame involved The prospect of more insol- The president and chief executive officerending Feb. 19, posting its fifth consecutive columns, we have re- vencies in the industry places additional bur- of Mission Insurance Group, which reported
record high. The Business insurance stock ferred to the capital dens on almost all underwriters Of the major a $983 million fourth-quarter loss, has re-
index closed at 331.7 points on Feb. 19, up 3.1 shortage that was en-
points from 328.6 points on Feb. 12. A total of gulfing the property/cas-

publicly traded issues, only General Re Corp signed, the company says
is not subject to assessments because, as a Louis F Marioni has been replaced by Ray35 stocks posted gains, 14 stocks were down, ualty industry as well as Mr. Picoult
reinsurer. General Re does not participate in D Johnson Jr, senior executive vp and chief

and nine were unchanged. The largest gains the severe reserve defi- nor is it subject to guaranty funds operating officer A Mission spokesman hadwere posted by Continental Corp., up 7.7%; ciencies that most un- Since 1969 through 1983, the latest avail- no comment on the change
Emett & Chandler Cos. Inc., up 7.1%; Durham derwnters face Many analysts and insurer able data, guaranty funds have paid out al- Mission Insurance Group's $98 3 million
Corp., up 6.7%; Baldwin & Lyons Inc., up 5.9%; executives seem to view this as a past issue most $454 million Including distributions loss for the fourth quarter of 1984 compares
and Tok,0 Marine & Fire Insurance Co.. uP that is no longer relevant as the industry re- from the New York pool, the figure Jumps to with a $372 million loss for the comparable
5.2%. The biggest losses were posted by Opt,- turns to a healthy state $630 million On a cumulative basis, this period a year ago
mum Holding Corp., down 20%; Mission Insur- We disagree Although better times should equals about 06% of the Industry premiums The company lost $198 million for 1984,
ance Group Inc., down 13.8%; Aneco Remsur- he ahead, there are some entities that seem to over the same period compared with a $15 million loss in 1983
ance Co. Ltd., down 7.7%; Business Men's As- have passed the point of no return We also The aggregate dollar amount may not ap- Mission also reported $979 mllilon in assets at
surance Co. of America, down 4.3%; and suspect that there are a number of companies pear to be significant However, given the the end of 1984, down from $102 billion a
Protective Corp., down 3.7%. The 8/index rose that could slip into the quagmire state of business today, lt lS possible this fig- year ago
1% for the trading period, outperforming the Furthermore, we believe that state regula- ure could be approximated within two years Mission has asked Salomon Bros to locate
New York Stock Exchange composite, which tors are much more concerned with solvency The assessments related to such a level of additional capital for the insurer (BI, Feb
rose 0.5% for the same period. The Standard & today than they have been in some time insolvencies would place additional burdens 18)
Poor's 500 rose 0.4%, and the Dow Jones In- However, it remains to be seen how effec- on insurers with already strained cash flows
dustrials rose 0.3%.

tively they can deal with what could prove to and stretched balance sheets Some fear the M&M revenues top $1 billionbe a mushrooming problem problem could be so great that healthy insur-
All 50 states, the District of Columbia and ers could be dragged down by the sick ones For the first time in its history, Marsh &

British Issues Puerto Rico have established procedures It also should be noted that the recovery of MeLennan Cos Inc 's gross revenues topped
1 Week under which solvent insurers absorb losses of assessed funds takes years, since recoup- the billion dollar mark The 1984 gross reve-

19 Feb claimants against insolvent insurers New ments are available only through premium nues for M&M, the world's largest insurancePrice P/E Div. Yield High-Low
Companies pence pence % pencepence York state has a pre-assessment fund, and tax offsets or policyholder surcharges brokerage, were $11 billion This represents
Comml Union 182 NM 169 93 186-182 other Jurisdictions have set up guaranty One way to create the appearance of a an increase of more than 1 1% over 1983
GenI Accident 515 73 6 27 1 5.3 535-515 funds to which solvent companies pay assess- stronger statutory financial condition is to M&M's fourth-quarter gross revenues for
Gdn Royal Exch 642 17 8 32 9 51 657-642 ments as needed The assessments are based encourage the use of across-the-board dis- 1984 increased to $281 million, up 20 8% from
Royal 555 1850 326 59 568-555 on premium volume and cannot exceed a counting This would be a one-year cure- 1983's fourth-quarter figure of $232 5Sun Alliance 405 450 200 49 412-400

stated percentage of the assessed insurers' and a very big red flag to investors The broker's fourth-quarter net income
Brokers capital base The percentage varies by state, soared 123 5% to $26 6 million from $11 9 mil-
CE Heath but it ranges between 1% and 2%618 106 243 39 632-618 Carolina Casualty hon in the fourth quarter of 1983
Hogg Robinson 251 14 3 97 38 261-251 Nothing hurts more than saving one of Marsh & McLennan's net income for all of
JH Minet 264 182 74 28 267-264 Carolina Casualty Insurance Co, based in 1984, however, continued to reflect unauth-
Sedg Grp 363 169 11 5 31 377-363 Myron M Picoult ts senior vp and sentor en- Jacksonville, Fla, has merged with W R orized investment activity losses during 1983
Stew Wrighteon 568 16 2 21 4 38 590-568 surance analyst with Oppenhetmer & Co in Berkley Corp, an insurance holding com- and the first quarter of 1984 (BI, May 28,
Willis Faber 615 220 150 24 638-615 New York He ts the past president of the pany based in Greenwich, Conn The merger 1984) The company's net income fell 37 4% to
Source Philip Olsen/Alan Clifton, Insurance Industry Assn Of Insurance & Fmanciat Analysts and was approved by Carolina Casualty share- $58 7 million at year-end 1984 from $93 8Specialists Kitcat & Aitken Stockbroken,

London a member of the New York Society of Secu- holders Jan 29 and was effective Jan 30 million at year-end 1983
1 nty Analysts His column appears the fourth Each Carolina Casualty shareholder will re-

Monday of every month ceive 0.25 shares of Berkley common stock CIGNA reports 1984 results
CIGNA Corp in Philadelphia reported op-

erating income in 1984 of $38 5 million, down
drastically from $400 5 million in 1983

Bl Industry Stock Report CIGNA also reported 1984 net income of
Feb. 19,1985 2/13/85 thru 2/19/85 $102 7 million, also down drastically from the

net income of $535 million reported in 1983
CIGNA's fourth-quarter operating income

for 1984 was $36 1 million, compared with
Brokers Price % Chg P/E $ Div 96 Yld. High Low Vol (000) Pice %Chg P/E $0:v %Yld High Low Vol (000) $111 2 million in 1983 Fourth-quarter 1984
Alexander & Alexander Svcs NYSE 28.38 2 3 315.3 1.00 3.5 28.38 28.13 328.1 Bitco Corp OTC 13.63 2.8 25 040 29 13.63 13.38 4.6

net income was $54 6 million, compared withBaldwin & Lyons Inc OTC 54.00 5 9 23.3 0.80 15 54.00* 51.00 4.5 Business Mens Assurn Co Amir OTC SO.50 -4.3 6.3 2.08 4.1 53 25* SO.50 189.5

Corroon & Black Corp NYSE 39.63 -0.6 23.7 1.00 2.5 39.88 39.38 66.6 Carolina Cas Ins Co Orc 3 00 0.0 0.0 0.00 0.0 3 00 3 00 0 0 $142 3 million in 1983
Crump E H Cos Inc OTC 24.00 -1.0 21.4 0.44 1.8 24.13 23.88 76 5

Emett & Chandler Cos Inc OTC 15.00 71 0.0 0.00 0 0 15.50* 15 00 15 9 Chubb Corp NYSE 61.88 4 4 17.6 2.20 3 6 61.88* 59.38 399.5

Combined Intl Corp NYSE 4375 48 8.8 208 4.8 43.88* 42.75 271.0

Gallagher Arthur J & Co OTC 3725 0.7 234 0.28 08 37.25 37.00 34.3 Continental Corp NYSE 42.13 7.7 21 8 2.60 6.2 42.25* 40.13 606.4 Arthur J. Gallagher resultsHall Frank B & Co Inc NYSE 26.00 0.0 216.7 1.00 3 8 26.00 25.50 200.4 Crown Life Ins Co OTC 124.00 0 0 8.1 5.00 4 0 124.00 124.00 4.0
Marsh & Mclennan Cos Inc NYSE 65.50 3 8 40.4 2.40 3 7 66 00* 64.25 447 4 Durham Corp OTC 39.75 67 77 1.28 3.2 40.75* 39.25 80.6

Arthur J Gallagher & Co in RollingPoe & Assoc Inc OTC 8.25 31 00 0.00 0.0 8 25* 8.25 6.5

Reed Stenhouse Cos Ltd OTC 21.88 1.7 31 2 0.60 2.7 21.88 21.63 287.4 Farners Group Inc OTC 59.75 2.8 12 9 1.76 2.9 59 75* 58.75 107.2 Meadows, Ill, has reported that net income
Fremont Gen Corp OTC 2538 1.5 00 048 1.9 25.38* 24.50 1,046.7

AGENTS/BROKERS AVERAGE 39.2 2.4 Great West Life Assurn Co OTC 375 00 0 0 10.1 14.00 3 7 375.00 375.00 0.0 rose 47 4% to $6 296 million in 1984 from
Hanover Ins Co OTC 3625 43 17.3 0.56 1.5 36.25* 35.50 119.7 $4 269 million in 1983 Gallagher's fourth-Hartford Steam Boiler Insptn OTC 67.50 0 7 30.1 3.00 4 4 67.50 67.50 11.8

quarter net income gains were even higher,Conglomerates & Holding Cos.
Kans City Life Ins OTC 82.00 0.0 9.4 2.88 3.5 82.00 82.00 4.3

rising to $1 194 million in 1984, a 256 4% in-American Express(Fi reman' s Fd) NYSE 42.13 0.3 15.1 1.28 3 0 43.38* 42.13 2,979.6 Kemper Corp OTC 53.50 2.1 311 180 3.4 53.SO* 52.75 163.5

Anderson Clavton(Ranger/PanAm) NYSE 38.13 3 0 19.7 1.32 3 5 38.25* 37.00 37.2 Liberty Corp S C NYSE 24175 2.6 14 3 072 2.4 30.25 29.75 40.3 crease over the $335,000 reported in 1983
Armco Inc NYSE 11.25 1.1 0.0 0 00 0.0 11.50 11.25 314.8 Lincoln Natl Corp Ind NYSE 44.75 -0.6 10.4 1.84 4.1 45.38* 44 63 199.3

CIGNA Corp NYSE 48.38 5.2 439.8 2.60 5.4 48.38 47.13 1,674.4 Mission Ins Group Inc NYSE 700 -138 0.0 0.50 71 7.88 7.00* 425.7 Gross revenues for 1984 totaled $64 179
City Investing Co (Home Ins.) NYSE 39.50 -0 9 95 0.00 0.0 39.63 39.50 341.9 million, a 20 3% increase over 1983 revenues

Monumental Corp OTC 31.25 1.6 23.0 1.30 4 2 31.25* 30.88 87.8
CNA Finl Corp (CNA) NYSE 37.63 2 4 15.6 0.00 0.0 38 25 37.50 139 8 Northwestern Natl L,fe Ins Mc 34.75 1 1 8.1 0 80 2.3 35.00* 34.38 224.5 Of $53 358 million Gallagher'Sfourth-quarter
General Re Corp NYSE 73.63 4 E 46 0 1.56 2.1 73.63* 70.00 924.6 Ohio Cas Corp OTC 49.38 2.9 18.6 2.68 5 4 49.38 48.63 195.9

revenues were $17 052 million, a 312% in-ITT (Hartford Group) NYSE 33.00 -1 5 90 1.00 30 34 25 33.00 2,335 8 Old Rep Intl Corp OTC 35.75 -0.3 7 2 0.88 2.5 35.75 35.38 80 2

Optimum Hldg Corp OTC 0.50 -20 C 00 0.00 0.0 0.63 0 50 1.5 Orion Cap Corp NYSE 24 88 -1.5 276.4 0 76 3.1 25.13 24.88 64.1 Crease Over its 1983 fourth-quarter figure of
Sears Roebuck & Co. (Allstate) NYSE 35.13 0.7 8 8 1.76 5.0 35.38 34 88 3.044.3

$13 001 millionProtective Corp OTC 23.00 -3 7 10.9 0.62 2.7 23.25 23.00 76.3

Teledyne Inc (Argonaut) NYSE 268.00 2 2 14 7 0 00 0.0 268.00 263.00 143.0 Provident Life & Acc Ins Co OTC 99.50 47 71 3.38 34 100.00* 98.50 35.3

Transamer,ca Corp St Paul Cos Inc OTC 57.00 2.7 00 300 53 57.13 56.13 356.5

(Occidental & Fred S James) NYSE 30.38 4.7 13 1 1.64 5.4 30.38 29.50 871.8 SAFECO Corp OTC 36.75 5 0 12.1 150 4.1 36.75* 35.25 272 7

Sri Corp OTC 19.50 2.6 33.1 068 3.5 19.63 1913 3001 Stock split recommended
CONGLOMERATES/HOLDING COS AVERAGE 18.8 1.7

Se,bels Bruce Group Inc OTC 25.25 2.0 0.0 0.80 3.2 25.75 24.75 90.5 The board of directors of Provident Life &
Statesman Group Inc OTC 6.75 -1.8 10.1 015 2 2 7.00 6.75

Tokio Marine & Fire Ins Co OTC 140.75 5.2 24.4 1.05 0.7 141.00 133.00 48 Accident Insurance Co in Chattanooga,
Insurers Torchmark Corp NYSE 43.75 1.7 10.4 1.00 2.3 44 75* 43.00 554 3 Tenn , has recommended a 3-for-1 stock splitTravelers Corp NYSE 43.25 2.4 10.5 2.04 4.7 43.75* 43.00 943.4
Aetna Life & Cas Co NYSE 40.88 0 0 25.7 2.64 6 5 42 00 40 88 1,612 9 and a 331/§% stock dividend, subject to share-
Americar General Corp NYSE 30.50 2 1 10.2 1.00 3.3 30 63 30.25 925.1 United Fire & Cas Co OTC 22.50 0.0 0.0 0.80 3.6 22.50 22.50 0.0 holder approval Also, the company declaredAmen Heritage Life Invt Co NYSE 31.13 -0 8 12.4 1.08 3.5 31.38 31 13 0.7 United States Fid & Gty Co NYSE 31.63 1.2 18.4 2.08 6.6 31.75 31.50 552.3

American Indty Fint Corp OTC 18.50 4.2 0.0 1.12 6.1 18.50 17.75 0 9 Uslife Corp NYSE 38.00 1.7 10.6 1.04 2.7 38.25 37 25 223.3 a special dividend of 50 cents a share, payableAmerican Intl Group Inc NYSE 75 00 0 0 14.7 0 44 0.6 76.00 75.00 395.7 Washington Natl Corp NYSE 27.75 1.8 15.3 1.08 3.9 27.75 27.75 104.5

April 10 to shareholders of record March 29.Zenith Natl Ins Corp OTC 14.SO -1.7 26.4 0.68 4.7 14.75 14.50 59 7

Aneco Reins Ltd OTC 1.SO -7.7 0.0 000 0.0 1.63 1.50 7.0 And, it declared a regular quarterly dividendAvemco Corp NYSE 23.50 -0.5 11.4 0.60 2.6 23.88* 23.50 17.9 INSURANCE COMPANIES AVERAGE 14.9 3.5

S stem des, n Altman Information S stems of 72 cents a share, payable March 8 to share-
holders of record Feb 28 .



Wheredoesacompany
that turns waste into profits
find efficient insurance protection?
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In steel millsaround the world, International Mill Service operates
systems that convert mill wastes and slag into useful commercial
products.

So with a corporate mind-set of high efficiency, IMS sought
insurance protection for their U.S. operations that would provide the
best casualty coverage in the most efficient way.

They found it at Northbrook.
Together, IMS and Northbrook worked out a loss-sensitive

pricing program. Essentially, itenabled IMS tooperate much like a
self-insured.

According to Stephen Heumann,"What that did was increase
employee incentive toward loss reduction. And with continued
employee involvement, plus strong, ongoing communication
between IMS and Northbrook, the program continues to get better
and better."

Take a lesson from IMS. See if the innovative Northbrook

approach to pricing can make your insurance protection more
efficient. Call your nearest Northbrook agent or broker today.

For more information: NORTH Northbrook
J. Don Johnson (Chicago) 312-551-2990

Chuck Gehrke (Atlanta) 404-435-2424 BROOK National Accounts
Cheri DeGeere (Los Angeles) 714-851-1447

A Division of Northbrook Property
and Casualty Insurance Company
South Barrington, Illinois 60010


