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Texas insurance reform bills

|
propose sweeping changes
AUSTIN, Texas-Sweeping insurance
reform legislation introduced in Texas

and supported by Gov Ann Richards
would, among other things, repeal in-
surers' limited exemption from state an-

titrust law.
Another key element of the legislation,
H B 2 in the House and SB 2 in the

Senate, would assign a state agency to

collect data for setting < ' flex-rated”

property, general liability and automo-

© Entire conimis copyrighl 199 1 by bile insurance rates rather than relying
Crain Communications Inc All rights reserved Cont:nued on next page

AFL.CIO health policy lauded

By JOANNE WOJCIK Some even suggest that the AFL- dically depart from organized ance plan similar to Canada's or tion in the present day "

CIlO's position will make it easier labor's former position that a Ca- build on the current private-payer While maintaining the labor
BAL HARBOUR, Fla -The for employers to push for health nadian-style national health care system movement's long-held goal of a na-
AFL-CIO's invitation for all pai- care cost containment when nego- system be established, "it is a tacit The resolution represents "the tional health care program, the
ties connected with the health care tiating labor contracts acknowledgement that such a sys- first time that the AFL-CIO has in- AFL-CIO recognizes that reform
delivery system to jointly work to- "They see the employer's point of tem is not feasible in the short itiated steps toward resolving the may have to come about in stages,
ward meaningful reform is receiv- view with respect to costs,"” said term,"” observed Frank MeArdle, issues that plague the U S health said President Lane Kirkland in
ing a warm reception Ellen Goldstein, director of health manager of Hewitt Associates' care system with the cooperation announcing the Executive Com-

Employers, benefit consultants policy for the Assn of Private Pen- Washington, DC, office of labor, consumers, business, pro- mittee's resolution
and even health care providers say sion & Welfare Plans in Washing- The resolution, which was unan- vi ders and government,” said "The ever-growing urgency of
the health care reform resolution ton, D C imously approved by the 35-mem- Claudia Bradbury, policy associate America's health care crisis re-
approved last week by the AFL- The AFL-CIO resolution "is a ber AFL-CIO Executive Committee in the AFL-CIO's employee bene- quires new alliances and new int-
ClO Executive Committee inch- manifestation that everybody at its annual winter meeting last fits department in Washington, tiatives toward cooperation,” he
cates that labor realizes that a na- agrees there's a problem,” ob- week in Bal Harbour, Fla ,isa DC said "Now IS the time to make
tionalized health care program is served Dr James Todd, executive compromise that settles a debate "The issue of health care reform our health care system in the
unlikely in the near future and that vp of the American Medical Assn within the organization over iS not a new one to labor,"” she United States more efficient, effec-
short-term solutions have a better in Chicago whether It should push for a gov- pointed out The resolution simply tive and responsive to the needs of
chance of adoption While the resolution does not ra- ernment-run national health insur- "gives us the tool to enact legisla- Conhnued on page 29

Insurers study S&L crisis California judge
London panel allows cove rag e

views claims ..
- for punitive awa rd
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By STACY ADLER Casualty Co must indemnify for-

By STACY SHAPIRO T IR T mer asbestos producer Fibre-
SAN FRANCISCO-A Califor- board Corp of Concord, Calif,

LONDON-AN informal com- Fl'S ThQOgQ%tegfgleanl)ggﬂlmjb%l§aV|nsg§f and V, I nia policyholder ordered to pay for millions of dollars in punitive
11

. - ] - . acle’s i1on a
mittee of leading financial institu- punitive damages in another state damage awards stemming from

tion underwriters at Lloyd's of July 1990 and is composed of many may be able to tap its liability in- asbestos bodily injury litigation
London IS examining underwriters' different causes surance even though California Continental, a unit of CNA Fi-
potential liabilities from the U S Pre-1983 S&L losses law bals coverage for punitive nancial Corp, mole pilmaly lia-
savings and loan crisis . - awards, a federal court Judge bility insurance for Fibreboard
The S&L failures, which could ) and interest $68 billion , cays from May 1957 to March 1959
cost the federal gogernment as I Real estate losses $28 billion 1 1 Attorneys say the Feb 13 (lei- State couit juries in Texas and
much as $500 billion over the next * Junk bond losses $3 billion sion could be influential because West Virginia have ruled that Fi-
40 years, could create a "poten- . i it marks the first time a Califor- breboard must pay punitive dam-
tially serious situation” for liabil- Excessive operating nia court has squarely addressed ages, in addition to compensatory
ity underwriters that have Insured 1 expenses $14 billion . 1 whether California policyholders damages, to some 2,600 plaintiffs
failed S&Ls and professionals like Excessive interest paid can tap insurance for punitive who allege they suffer bodily in-
accountants and lawyers who e awards in states that allow the jury from exposure to asbestos
worked for S&Ls, the Lloyd's Un- N by S&Ls $14 billion I coverage of such damages manufactured by Fibreboard
derwriting Agents Assn said in a P Fraud and crime $5 billion And, because the decision con- In the Texas case, some 2,300
recent report Other causes $1 5 billion"' flicts with the general trend in asbestos bodily injury claims

No estimates are et available
for the claims London un-r.

h
derwriters will face But the re- 1 n 1
Source Ely & Co Inc L]

California courts to deny any cov- were consolidated into a class-ae-
erage for punitive damages, the tion lawsuit, while some 300
decision has tremendous signifi- claims were consolidated in West

port said that it'S unlikely the f cance for California policyhold- Virginia
losses will be as great as the as- CRAPIIC BY CYNTHIA WATSONHOLLY SEGUINE ers, according to some attorneys The exact amount of punitive
bestos and pollution losses that "For California companies that damages Fibreboard must pay as
have created chaos in the London don underwriters, says the report propriate reserving of specific sell products outside California a result of these jury verdicts has
market for the past decade (see distributed earlier this month by cases or books of business" and and are hit with punitive damage not been determined, an attorney
story, page 23) the LUAA allow them to change liability pol- awards in states that allow insur- for Fibreboard explained
The situation also could be much The committee has Commis- icy wordings, the report says ability, this decision could help In any case, Fibreboard be-
more serious for U S insurers than sioned Sedgwick Detert Moran & "We are not admitting hability"” them recover insurance," said heves it has adequate coverage
London companies, London un- Arnold, a London law firm specia- for claims arising from the series of policyholder attorney John Ka- for all bodily injury claims alleg-
derwriters suggest lizing in financial institutions, to S&L disasters, said Colin Spreck- zanlian of Anderson, Kill, Olick & ing injury prior to 1959 because
A new informal "financial insti- monitor evolving U S case law and ley, another leading financial in- Oshinsky in New York the Continental Casualty policies
tution committee,” headed by Ste- explore defense strategies, the re- stitutions underwriter involved in But, insurer attorneys say the issued between 1956 and 1959
phen Burnhope, a leading Lloyd's port says the new committee However, "we court's reasoning is flawed and have no aggregate limits
financial institution underwriter, Information from the committee (at Lloyd's) have written banks for , the ruling will have little impact Furthermore, California Supe-
will gather and disseminate infor- and Sedgwick Detert will give un- many, many years and at | loyd's 1 As a result of the ruling by U S rior Court Judge Ira A Brown Jr
mation about S&L failures to Lon- derwriters "a better feel for the ap- Continued on page 30 District Judge Thelton E Hender- held in 1988 that each asbestos
son, Chicago-based Continental Continued on page 4
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Reform bill introduced in Texas

Continued from previous page
on insurer advisory organizations The law also would establish a toll-
free number to give consumers rate information

Other provisions would raise capital requiremeiits, sub]ect county
mutuals and Texas Lloyd's companies to state regulation, and toughen
penalties for fraud The legislation also would impose an 18% penalty
against insurers that fail to pay claims promptly

In addition, the legislation would require simpler pollcy wording and
a 45-day notice of cancellation or premium Increases

The state regulatory system also would be reformed under the legisla-
tion The legislation would create a Texas Department of Insurance
headed by an executive director responsible for the day-to-day opera-
tons The three-member State Borad of Insurance would determine
department policy, set rates and approve forms

In addition, high-level regulators would be barred from Joining the
msurance mdustly immediately after leaving office, under the law

"We are going to pass a bill, and we will do it during the regular
session," said Deece Eckstein, the governor's director of regulatory
pohcy

McCarran-Ferguson overhaul

WASHINGTON-Sen Howard Metzenbaum, D-Ohio, last week in-
troduced a bill to overhaul the McCarran-Ferguson Act, eliminating
insurers' key exemptions from federal antitrust law

The measure, S 430, is similar to a bill introduced m the House by
Rep Jack Brooks, D-Texas, chairman of the Judiciary Committee (BI,
Jan 7) It would eliminate msurers' exemptions from pnce-fixing rules,
as well as prohibit tying the sale of Insurance to any unrelated insur-
ance product and monopolizing any part of the business of insurance

But the bill would permit certam limited Joint activity hke collection
and dissemination of historical loss data

"This industry is too big, too important to every American, to remain
exempt from antitrust scrutiny,"” said Sen Metzenbaum, who IS chair-
man of the Antitrust, Monopolies and Business Rights Subcommittee

The measure, co-sponsored by Sens Joseph Biden, D-Del, Edward

Kennedy, D-Mass, and Paul Simon, D-Ill, would go into effect one year
after enactment

High court let stand Pymm case

WASHINGTON-Owners of Pymm Thermometer Co Inc may be
sentenced as early as next month after the Supreme Court last week let
stand their enminal convictions for endangering workers' safety The
court refused to hear defense arguments that federal law pre-empts
local authority to prosecute workplace safety cases

New York's highest court ruled in October that the Occupational
Safety and Health Act does not pre-empt local prosecutors' right to
bring criminal charges agamst employers that subject workers to unsafe
working conditions (BI, Oct 22, 1990, Oct 30, 1989)

In that decision, the New York Court of Appeals remstated 1987
criminal convictions A state court had convicted William and Ed-
ward Pymm, the company's owners, of assault and reckless endanger-
ment for exposmg workers to mercury m a Brooklyn factory

A New York Supreme Court justice had set aside the verdict,
ruling that the case should be decided by a federal court because it
involved alleged OSHA violations (BI, Nov 30,1987)

Sentencing could be as early as March 18 for the Pymms, who
face maximum prison terms of 15 years

A spokesman for Albert Brackley, the Brooklyn lawyer who repre-
sents the defendants, said the convictions will be appealed in state court
after sentencing

Prudential buys Hopkins HMO

BALTIMORE-Prudential Insurance Co of Amenca is purchasing for
an undisclosed amount the Johns Hopkins Health System's health
maintenance organization, which has 113,000 members in the Balti-
more-Washington, D C area

About 90,000 of the members are enrolled m group plans

Newark, N J -based Prudential expects that the transaction will be
completed in late spring, pending regulatory approval

Under the agreement, the HMO, called the Johns Hopkins Health
Plan, will become part of Prudential Health Care Plan Inc That unit
operates 28 HMOs with more than 1 6 million members nationwide

Prudential will negotiate long-term contracts with Hopkins Health
Plan providers to ensure uninterrupted service at the HMO's 11 offices

Crash liability may be capped

LONDON-The owner of a Chilean airliner that skidded off a runway
last week and crashed, killing 21 people and seriously miuring 17
others, has $500 million of hability Insurance

At least 17 of those lulled were Americans

However, hability payments could be limited to either $75,000 per
passenger under the Warsaw Convention for international flights or
$20,000 per passenger under Chilean law, London lawyers say

Underwriters expect the $22 million BAe 146-200 owned by Lmea
Aerea Nacional de Chile S A to be a total loss

The airline's hull and liability coverage is placed in Chile with
Compania De Seguros Generales Aetna Chile SA, which is partially
owned by Aetna Life & Casualty Co, and is remsured in London, led by
Lloyd's of London's Ariel syndicafe

The plane had been chartered by Seattle-based Society Expedi-
tions for a flight from Punta Arenas to Puerto Williams to lom an
Antarctic cruise on the passenger vessel Society Explorer

If the passengers' tickets for the 111-fated flight were included in their
tickets for the Journey from the United States to Chile, the hability
limits of $75,000 per passenger under the Warsaw Convention/Montreal
Agreement for international flights could apply, a London lawyer said

But if they had separate tickets for the Chilean part of the journey,
Chilean law would cap liabillty payments to only $20,000 per passenger,
since the flight would be considered a domestic flight, he said

Updates continued on page 30

Losing federal cover
may not cripple BICs

By JUDY GREENWALD

While precise data is difficult to In a separate section of the pro-
attain, banks may have written up posal, the Treasury also suggests
WASHINGTON-A Treasury to 30% of the $30 billion of new eliminating pass-through FDIC
Department proposal that suggests GICs and BICs written last yeai, or coverage for ali bank deposits by
eliminating "pass-through” Fed- as much as $9 billion, estimates defined benefit and defined contri-
eral Deposit Insurance Corp cov- Bruce VVane, senior vp for Pruden- bution plans
erage for bank investment con- tial Asset Management Co in New-
tracts is raising many questions in ark, N J
the BIC market

Eliminating FDIC coverage for
defined benefit plans is not ex-
The Treasury proposal was in- pected to have a significant impact

However, a broad reading of a tended to eliminate the supposed because benefits offered by those
separate provision in the proposal advantage that pass-through FDIC plans already are insured by the
could restore the pass-through coverage gives banks offering BICs Pension Benefit Guaranty Corp
coverage for BIC beneficiaries (Bl, Feb 11) In addition, few employers buy

Even if the pass-through cover- In suggesting that pass-through BICs to cover defined benefit plan
age is eliminated, the BIC market coverage for BICs be eliminated, obligations
may not be significantly disrupted the Treasury proposal states that In proposing that pass-through

Pass-through FDIC coverage FDIC coverage "provides banks FDIC coverage be eliminated for
gives each BIC beneficiary up to with a new opportunity to attract defined contribution plans, the
$100,000 of deposit insurance large deposits by expanding the proposal states that while partic-
BICs, which often are offered as an use of the government's guarantee ipants in these plans do not receive
investment option in 401 (k) plans, "Meanwhile, insuia-lee com- the same ' safety net" as defined
can cover many beneficiaries panies offering GICs totally out- benefit plan participants do

Insurers that write guaranteed side of the safety net do not have through the PBGC, nevertheless
investment contracts have long this competitive advantage Bank- "the plans do have similar invest-
charged that backing BICs with ing organizations should be per- ment rules and many are profes-
FDIC coverage gives the banks an mitted to offer BICs to pension sionally managed "
unfair competitive advantage (Bl, fund managers, but not with fed-
May 22, 1989)

The proposaz notes that 126,297

eral deposit insurance Contznued on page 29

Court defers to state liquidation process

SBA loses surety bond suit

favor of the SBA's claim (BIl, Nov The SBA guaranteed a large por-
5, 1990) However, in a Jan 25 rul- tion of surety bonds AFFI wrote in
CHICAGO-A federal agency ing she said that the 7th U S Cir- 1979 for Transit Systems Technol-
that guaranteed a large portion of cuit Court of Appeals compelled ogy Inc of Kankakee, lll, for work
surety bonds written by a now-in- her to reverse her decision when it the company was contracted to
solvent insurer cannot bypass the sent back for reconsideration her perform for transit companies in
liquidation process to coded dam- October ruling that :he SBA was California and New York
ages paid to the insuier's estate, entitled to the net proceeds of the General Railway later acquired
a federal judge ruled in reversing award the contractor was ordeted the contracts when Transit Sys-
an earlier ruling she made to pay AFFI tems Technology was unable to
The federal appellate court sent complete the work because of fi-
Administration will have to wait to the case back to Judge Rovner for nancial problems, court papers
stake its claim for $1 2 million in reconsideration of the argument by state
damages that a contractor that AFFI's liquidator that the federal In 1984, AFFI sued General Rail-
failed to meet its obligations was court should abstain from the case way, charging that the company
ordered to pay to the estate of in deference to liquidation pro- failed to meet its obligation under
American Fidelity Fire Insurance ceedings in New York
Co, a Woodbury, N Y -based in- The appellate court emphasized surer to honor the surety agree-
surer in liquidation in New York that the federal litigation "hrea- ments
Pre-Judgment interest and legal tened to frustrate the hquidator's The SBA paid AFFI $732,872 in
fees have raised the amount from attempts to collect AFFI's assets guarantees on the surety bonds
an original order of $683,500 in The case stems from a 1987 Judg- after AFFI had paid out $803,500
1987 ment against General Railway Sig-
U S District Court Judge llana nal Co of Chicago in a suit filed tn 1985 and liquidation proceedings
D Rovner last October ruled in 1984 by AFFI

By MICHAEL BRADFORD

As a result, the Small Business

the contracts and caused the in-

AFFI was declared insolvent in

Continued onpage 28

Listings of captive managers due

Business Insurance will publish its annual di- provided by Business Insurance
rectory of captive management companies in the The deadline for returning completed question-
April 29 issue, whicn will also contain a spotlight naires is March 18
report on domestic and offshore captive insurance
company domiciles

If your company provides captive management
services or manages an alternative risk financing

A chart on policyholder-owned alternative risk facility and you have not yet received a question-
financing facilities also will be included naire, please request one from Karen Armaganian

There is no charge for captive management com- at Business Insurance, 740 N Rush St, Chicago, Il
panies or facilities to be listed, however, to be in- 60611-2590, phone 312-280-3195, fax 312-280-
cluded companies must complete a questionnaire 3174
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Insurers win pollution exclusion ruling

By STACY ADLER

CHICAGO-The pollution exclu-
sion in comprehensive general lia-
bility policies bars coverage for
pollution that does not occur
abruptly, an lllinois appellate
court says.

The decision, which is a victory
for insurers, is important because
lllinois case law on the pollution
exclusion is sharply divided, attor-
neys say.

The further split among the state
appellate courts created by this
decision could cause the lllinois
Supreme Court to review the issue
if it is appealed, they add. Neither
side has yet decided whether to ap-
peal.

Policyholders also won a victory

when the appellate court in the
same decision ruled that hazardous

Decision creates split in lllinois courts

waste cleanup costs are covered
"damages" as that term is used in
comprehensive general liability
policies.

Affirming a trial court decision,
a three-judge panel ruled on Jan.
31 that a group of primary and ex-
cess insurers do not owe Outboard
Marine Corp. of Waukegan, lll.,
coverage for an estimated $20 mil-
lion needed to clean up PCBs
dumped into Lake Michigan. The
2nd District Appellate Court found
that the pollution was gradual and,
therefore, barred by the pollution
exclusion in CGL policies.

That exclusion bars coverage for

pollution that is not "sudden and
accidental.”

Interpretations of "sudden and
accidental” have varied. Three llli-
nois appellate courts have inter-
preted the exclusion to mean that
coverage is barred only if the poli-
cyholder expects or intends to pol-
lute, a ruling that favors policy-
holders, attorneys say.

However, at least one other llli-
nois appellate court prior to the
Outboard Marine decision gave the
exclusion a more temporal mean-
ing by excluding coverage for pol-
lution that does not occur quickly.

The appellate court said in the
Outboard Marine ruling that "the
word 'sudden’' is not ambiguous; it
has a temporal meaning and is
synonymous with 'abrupt.' "

Health care groups see
friendly’ D&0 market

By MARK A. HOFMANN

CHICAGO-The directors and
officers liability insurance market
for health care organizations is
"buyer friendly"” and likely will
remain so for the foreseeable fu-
ture, according to a new D&0O
study.

"Most health care providers are
well-positioned to improve D&O
coverage and perhaps reduce Costs
during 1991," said Kenneth S.
Wollner, a consultant with The
Wyatt Co. in Chicago and author of
the study.

"Historically, health care direc-
tors and officers liability insurance
has been impacted by overall D&O
market cycles. For example, hospi-
tals experienced along with gen-
eral business corporations a D&0O
insurance availability and afforda-
bility crisis during the mid-1980s.
This survey documents distinctive
claim, insurance purchasing and
insurance market patterns for hos-
pitals. The trend toward separa-
tion from general insurance market
conditions is a very positive devel-
opment"” for health care institu-
tions, Mr. Wollner said.

Texas |
ERISA

By ADRIENNE C. LOCKE

AUSTIN, Texas-Two Texas Su-
preme Court decisions interpreting
federal law limit actions that can
be taken by members of group wel-
fare plans who are denied benefits.

However, several justices who
concurred with the decision noted
that federal laws unfairly penalize
plan members who are denied ben-
efits.

In one decision, the court upheld
two lower court rulings that a Dow
Chemical Co. worker cannot sue
the company and its plan adminis-
trator under the state's Deceptive
Trade Practices Act for denying
24-hour nursing care for his ill
wife.

The Supreme Court concurred
that the suit is barred by the Em-
ployee Retirement Security Act of
1974, which pre-empts state laws
relating to employee benefit plans.

In the other case, the court up-
held an appellate court decision
throwing out punitive damage
awards against Tenneco Inc. and
its insurer for denying accidental
death benefits to the widow of a

Tenneco worker. ERISA precludes

An earlier study of the corporate
D&O0 marketplace indicated that a
significant, though probably not
severe, hardening of that market
began last year (BI, Jan. 14).

The "1990 Wyatt Health Care
Organization Directors and Offi-
eers Liability Survey," which is
scheduled to be released later this
week, was sponsored by the Chi-
cago-based American Hospital
Assn., which sent questionnaires to
2,800 of its approximately 5,400
members. Wyatt contacted an ad-
ditional 200 or so health care pro-
viders.

A total of 856 health care provid-
ers responded. These included hos-
pitals, large clinics and health
maintenance organizations.

However, among those respon-
dents, 218 reported that the deci-
sion of whether to buy D&O insur-
ance rested with their corporate
parent. The survey excluded those
respondents, and survey results are
based on the responses of the re-
maining 638 respondents.

Mr. Wollner said the fact that the
1990 survey contained the re-
sponses from AHA members as
well as Wyatt clients precludes

punitive damage awards.

However, the high court upheld a
lower court ruling that ordered the
plan to pay the death benefit.

The nine-judge court ruled 6-3 in
both cases on Jan. 30, but three
judges in the Dow decision ques-
tioned the necessity of ERISA's
broad pre-emptive powers.

In the Dow case, the company
and its health care plan adminis-
trator, Metropolitan Life Insurance
Co. of New York, refused to pay for
round-the-clock custodial care for
the wife of employee James A.
Cathey. Mrs. Cathey has multiple
sclerosis.

The Catheys maintained the care
was medically required and is co-
vered by Dow's self-insured health
plan.

meaningful direct comparison of
this survey's results with the re-
sults from the narrow sample of
health care providers that re-
sponded to previous Wyatt surveys
on the corporatewide D&0 market.

The survey found that respon-
dents purchased as much as $50
million of D&O limits but that 91%
of respondents reported having
limits of $10 million or less.

Indeed, health care providers on
average purchased slightly more
than $5 million of primary limits
and about $5.5 million of primary
and excess limits, according to the
survey.

INn its overall corporate D&O
survey, Wyatt reported that the av-
erage respondent purchased $26.6
million in primary and excess D&O0O
limits.

Health care providers generally
do not have a "need to acquire
huge limits,” explained Dixie
Arthur, president of Health Pro-
viders Service Co., a Chicago-
based AHA subsidiary that devel-
ops and manages the insurance
products endorsed by the AHA.

Among participants that had

Continued on page 28

udges question
pre.emptions

The couple sued Dow, Met Life
and Michael H. Maddolin, a group
health claims consultant with Met
Life in state court, charging viola-
tions of the state's Deceptive Trade
Practices Act. The Catheys sought
the benefit and unspecified dam-
ages for mental anguish and suf-
fering. In addition, the Texas law
allows punitive damages that are
treble the damages awarded.

The Catheys argued that the
Texas law does not specifically re-
late to employee benefit plans and
therefore the ERISA pre-emption
does not apply in this case.

A lower court granted summary
judgment for Dow in October 1987,
and an appellate court agreed in
December 1988.

The Texas Supreme Court up-
held the appellate court.

Indeed, courts nationwide have
found that ERISA broadly pre-
empts state laws that in any way
affect or relate to benefit plans,
wrote Judge Raul A. Gonzalez in
the majority opinion for the Su-
preme Court.

"Courts have not hesitated to
find that state laws having an ef-

Continued on page 14

Interpreting "sudden" to mean
"unexpected or unintended" would
render the phrase "nothing more
than redundant surplusage,” the
court explained. Other provisions
of the CGL policy already require
that the incident giving rise to the
claim be unexpected or unintended
by the policyholder.

After concluding that the pollu-
tion exclusion clause bars coverage
for gradual pollution, the court
looked at the complaints filed
against Outboard Marine by the
U.S. Environmental Protection
Agency and the state of lllinois.
The court found that since both
complaints allege pollution that
occurred over 11 years, the pollu-

1 £

N

' —ef: 1

tion was not sudden.

"There is nothing sudden or
abrupt about discharges occurring
over an 11-year period," the court
said. "This is precisely the type of
conduct to which the pollution ex-
clusion was intended to apply."

Therefore, the court found that
Outboard Marine's liability insur-
ers-Liberty Mutual Insurance Co.,
Commercial Union Insurance Co.,
Insurance Co. of North America
and Northbrook Excess & Surplus
Insurance Co.-have no duty to in-
demnify Outboard Marine for
cleanup costs.

Boston-based Liberty Mutual
wrote primary general coverage for
the company from the early 1950s
to 1974.

Boston-based Commercial Union
wrote its primary coverage from

Continued on page 17
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Chicago Bears center Jay Hilgenberg, No. 63, is a plaintiff in a
lawsuit against the NFL pension plan and its administrator.

Players' suit says
NFL pension plan
fumbled obligations

By ADRIENNE C. LOCKE

WASHINGTON-INn the latest skirmish between National Foot-
ball League players and team owners, a group of current NFL play-
ers is attempting to score a court victory against owners by suing
the league's new pension plan and its administrator.

In the complaint filed Feb. 12 in U.S. District Court in Washing-
ton, D.C., the players allege that Dennis Curran, administrator of
the Pete Rozelle NFL Player Retirement Plan, has failed to furnish
them with required information like summary plan descriptions,
annual reports and financial statements.

However, Mr. Curran and a spokesman for the National Foot-
ball League Management Council in New York said last week that
the plan has responded to the players' request for information.

The players' attorney was notified before the lawsuit was filed
that the plan information would be provided within 30 days of
receiving a request by the players on Feb. 4, Mr. Curran said. He
added that the plan is fulfilling its legal obligation by responding

within that 30-day period.

However, under the Employee Retirement Income Security Act of
1974, much of the information requested by the players should have
been given to plan participants before the end of 1989, said Joseph

Continued on page 13
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Punitive damages

Continued from page 1

bodily injury claim filed against
Fibreboard constitutes an occur-
renee, making the Continental Ca-
sualty policies responsible for an
infinite number of claims where
the first exposure to asbestos was
prior to 1959 (BI, Sept. 5. 1988)

The Continental Casual:y poli-
cies do not exclude ccverage for
punitive damages.

The dispute between Fib,reboard
and Continental Casualty was filed
in federal court in California, in
part because the insurance con-
tracts were entered into in Califor-
nia and premiums were paid in
California. As a result, Continental
Casualty argued that th 2 law of
California should apply when de-
ciding whether Fibrebcard has
coverage for punitive damages

California has long held that to
allow policyholders tc, insure
against punitive damage awards
would nullify the punitive and de-

terrent effects of thes€ awards.

Fibreboard, on the- other hand,
argued that the laws =,f Texas and
West Virginia should apply since
=hese are the states :n which the
punitive damage awards were as-
sessed.

Both Texas and West Virginia
allow policyholders ti insure
against punitive damage awards.

Thus, the decision by Judge Hen-
derson of the U.S. District Court
for the Northern Distric: cf Cali-
fornia revolves around a ecmpari-
son of the relative interes:s of Cali-
fornia, Texas and Wes: Virginia.

First, the court cr mpared the
standard for awarding punitive
damages in West Virsinia and Cal-
fornia.

In California, punftive damages
can only be assessed for inten-
tional, willful, oppressive or mali-
zious conduct. On the other hand,
West Virginia courts can award
them for "reckless"” behavior.

Be.ause the standard for award-

ing punitive damages in West Vir-

giria is much more lenient than the
standard in California, Judge Hen-
derson concluded that it would not
be appropriate to apply California
law to bar Fibreboard from using
its insurance to cover the punitive
damages assessed in West Virginia.

Next she court compared the
laws of Texas and California.

The stzndard for awarding pu-
ni-:ive damages in Texas is vir-
tu.ally identical to the standard in
California, the court explained.
Therefore, the court had to decide
whether Texas or California had a
greater governmental interest in
th.s litiga:ion to determine which
state law' should apply.

rhe :curt found that because the
in,ured i:tims are Texas citizens
ard because injury occurred in
that sta:e Texas law should gov-
ern, which would allow Fibreboard

ta insure the punitive damage
award.

"The court recognizes that in
many states punitive damages have
been wrenched from their funda-

mental purpose-to punish-and
have entered into a compensatc ry
function," explained product 1-a-
bility expert attorney Victor
Schwart=.

When the standard for award-
ing punitive damages is less than
willful, conscious wrongdoing:
public policy is not offended if pol-
icyholders are allowed to use .n-
surance proceeds to pay punit.ve
awards, said Mr. Schwartz, whc is
with Crowell & Moring in Wash-
ington, D.C.

Policyholder attorney Mr. Ka-
zanjian agreed: "There is at least
a tacit recognition by the court
that punitive damages are awarded

in product liability cases for con-
duet that is less than willful and

wanton," said Mr. Kazanjian.

"Often gross negligence suffices "

"IN view of the lesser standard
for which punitive damages can be
awarded, there is no public pol-
icy that is violated in allowing pol-
icyholders to insure against puni-
tive damages," he said.

Sometimes a second

carrier is one too mariyi
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Note Royel Fle<SM :savaileble n most states

‘B

16 cover both property and
boiler and machinery for larger

- 3-1-L4-4

you need.

insureds, Royal is the only source

Few other carriers have

* j the capability and expertise for
handling both coverages,

,- especially for larger accounts.
But Royal stands alone with
', Royal Flext' the uniquely filed
16 property form that lets you
combine coverages for uniquely
customized policies.
With Royal, you deal with
our underwriting specialists
and in-house engineering loss

control and claims handling.
Your clients benefit from

one set of terms and conditions

which helps them avoid cover-
age gaps. And eliminates the
coordinating hassles ofjoint
loss agreements.

For details, contact your
local Royal Insurance branch

omce.

And lets get together,

one on one.

6*211 Royal Insurance

"For California companies
forced to pay punitive damage
awards in states that allow insur-
ability, this decision will have con-
siderable significance," said Fibre-
board attorney Kelly Wooster of
Brobeek, Phleger & Harrison in
San Francisco.

However, insurer attorney Raoul
Kennedy of Crosby, Heafey, Roach
& May in Oakland, Calif., disa-
greed: "This is a very narrow opin-
ion of limited applicability. The
judge's conflict of law analysis is
flawed and superficial.

"There is no suggestion that col-
lectibility of the judgment depends
on insurance. | don't see where
Texas or West Virginia have an in-
terest in seeing where the money
comes from," said Mr. Kennedy.
"California, on the other hand, has
a strong interest in seeing that
companies that do business within
its borders behave responsibility
and don't act reckless, snug and se-
cure that some insurance company
will pick up the pieces."

"This is a result-oriented deci-
sion written by a judge with a long
history of a pro-policyholder ori-
entation,” criticized insurer attor-
ney Paul E.B. Glad of Sonnens-
chein, Nath & Rosenthal in San
Francisco.

"The judge skirts the fundamen-
tal question of whether California
law governs the relationship be-
tween a California policyholder
and its insurer,” he said.

"This decision is a clear depar-
ture from prior California law,”
said insurer attorney Larry Trent
of Buchalter, Nemer, Fields &
Younger in Los Angeles.

"A California state court would
not have reached the same result
in light of California's long-stand-
ing public policy against insurance
for punitive damages," he said.

"If the decision is appealed, it
likely will be reversed," said Mr.
Trent.

Attorneys for Continental Ca-
sualty could not be reached for
comment on whether they plan to
appeal Judge Henderson's deci-

However, one insurer attorney,
Victor Levit of Barger & Wolen in
San Francisco, said he would not
be surprised if Judge Henderson's
decision became the law in Califor-
nia. More and more courts are
"backing off" from the notion that
punitive damage awards can never
be insured, he said.

Continental Casualty Co. us. Fi-
breboard Corp., LAS. District Court
for the North€rn District Of Cali-
fornia; No. C 90 1452.

Gavin Souter

joins 8/ staff
in London

Gavin Souter has joined Busi-
ness Insurance as an associate edi-
toi- in the London office, Editor
and Associate Publisher Kathryn J.
Mcintyre announced.

Mr. Souter, 27, will report on the

London and

continental Eu

ropean insur-

ance markets.

He replaces

Carolymn Aldred >~ '
who resigned to

raise a family. i

Ms. Aldred will |
continue as a

Business Insur

ance correspon- Mr. Souter

dent.

Mr. Souter previously was editor
of Reinsurance magazine in Lon-
don. He also was a reporter at Post
magazine in London.

Mr. Souter received a bachelor
of arts degree in theology from the
University of Nottingham, En-
gland, in 1985.

Mr. Souter can be reached at
O11-44-71-404-a4228. -



WAUSAU FIGHTS FIRE WITH FIRE.

At Wausau's Fire Protection Laboratory, we’ve started and put out thousands of fires. That’s

how we teach our loss control specialists, policyholders, even fire departments about the causes

of fire and the best ways to

extinguish them.

But the most important
lesson to be learned is to
avoid fire in the first place.
A great many companies
that suffer a major fire never
reopen their doors.

It is vital to understand
that you can protect your

property with insurance,

Wausau is one of a
few insurers able to
offer policyholders

Highly Protected Risk |
(HP

R) services.

but not your business. Your i
competitive edge and share
of market can disappear
fast when you can’t deliver
product.
That’s why, at Wausau,
we emphasize loss control,
and we're K
* l l _,. . f f . . . s " . .
£ Pl - recognized as one of the few carriers with extensive property insurance expertise. So, if

= you're committed to protecting your property and your business, Wausau can help you

qualify for very low Highly Protected Risk (HPR) rates. Fight fire with the professionals

 VAUSAU
JINSURANCE

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 Telephone (715) 845-5211 A Member of the Nationwide® Group

Wassau's Fire Protection Labore. WO know how to help you avoid fire — Wausau

tory gives our policvholders and our

loss control specialists valuable (rated At (Superior) by A.M. Best CO)

hands-on training.
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- THE ARGONAUT FORUM -

[l S o W )

One in an ongoingseries of conve:sations between

Argonautinsurance Company, ourdiensand rheir

brokers, cealing with issues important to theirbusi-
ness. The intent is to keep the lines of ccmmunica-
tion open. We invite your participation.

THE PARTICIPANTS: curRTIS
WESSELN, Vice President of Wesseln Colistrictimi;
DENNISDELUCCIO, Superintendent Uesseln
Constructiot, JESSGORMAN, Superinteident,
Wessein Construction, DICK MURY, with Frark E Hall
Corporation Wesden's broker;, STEVELASHIER,
Senior VP Sifety Management, Argonaut Insuranre Cowpany;
LARRYEVANS , Manager of Safety Ma nigement,

Argonaut Imumnce Company

| We've been talking about

some of the problemsa construction company like

Wesseln laces in dealing with substance abuse in

the workplace.The lack of testing guidelines the

lack of union programs, the difficulty of surling

competitive. Does Argonaut have clients in similar
businesses that have found away to dea. witt the

problems'

SL: This is how one contractor deals with the

testingproblem.1 quote from hisemployezmanual:

"The company recognizes that alcohol and crug

abuse are illnesses k is with this philosophy that

the following guidelines have beer. estabEhed: An

employee terminated for violating a pclicy shall

not be eligible for rehire for a period of 30 calen-
dar days. During that period, it ill be :he indivi-
dual's res?onsibility to seek rehabilitat.on.They
will then ie required to take a second testat their
own expense at the company-approved laboratory

which must result in a negative diagnosis”.his

policy is signed by the president of the company
and given to every employee. As a result, they

have a reputation as a drug and alcohol-free work-
place. And their comp premiums have gone down

more than 40% in one year.

cm What kind of contractor is it?

SL A gereral contractor High rise and low ny
CW Thats a different story than curs They might
beonahgh nse project for two years Rmdential
is very spcradic Our guys arein and out, you never
know who you re going to have back

Thats abig difference

SL You >aid you have a core

Rtttk

groupofabout 200guysyou workwithall the time.
Are they loyal enough to your company to say to
you, "Hey, this guy's drinking.' Or 'This guys snort-
ing'? Wil they finger him, or is that snitching or a
blue collar macho thing?

cw: Snitching. But it's up to the indiridual They
don't want to work a roof with somebody who's
been drinking or taking drugs, and just by their
own subleprocess, th«ll makesum that guys not
going to oe employed.

DD: Personally, Ithink it would be much better
if everyone was tested before they were hired, in-
stead ofafteranaccident.That'sanice thought, but
1 think the directive has to come from somebody

above us We can help initiate it, but we need help
from the builder we work for

cw: We are a framing business.We don't know all
the rules and options concerning abuse programs
We need some inforniationandsupport.That's one
of the reisons we went with Argonaut and Frank B.
Hall. At least now we'regetting feedback from both
companis. With our former brokerand insurance
company, there was very little contact

A substance abuse

testing policy statement

one continctors predum

40% in one year.

DD: In: meeting | attended, they were talking
about putting a printed safety policy with all the
rules in everybody's paycheck. 1 don't know how
effective it would be. I'd be nervous about the
reaction But it would be great if we could do it.
I.. If the unions knew you had
a drug-free opention, wouldn't they send you the
best people?

cw: We pretty much demand the best people any-
way.And chen th«rescreened by theirproduction
and whatthey doon thejob site.

le: What if aguy only goes out drinking every
few mondls? How could pre-employment screen-
ing catch him? And even if we do find him and

suspend him for30days,he'd justgo to worksome-
where else.

DD: Another problem with a 30 day suspension
is that 90% of theseguys live paycheck to paycheck.
Tell them"You're suspended for 30 days seek help.
and what theyre going to seek is anotherjob They
cantafford tobeolfwork foramonth 1[somebody
paid then to attend the program, thats fine But
if they dent get that regular paycheck theyll lose

their house their wife and every

thing else

SL Curtis say you put out a flyer

NO. 2 1IN A SERIES -
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that says you're instituting a complete substance
abuse program. All future employees will be tested.
All current employees will be tested.You are provic-
ing access to assistance for anyone who feels the>
havea problem.They have 120 days to square theii
:ct away As an employer, >ou're not going to know
who uses the program. If they have not squared
themselves away in those 120 days, do you reall)

want them around? Because sooner or later, theyl]
become a statistic.

ew: That's where businesses like ours need helf
We don't have the time to investigate programs or
ways to set them up. 1 have to rely on other people
br this kind of infomiation

sulagree with you, Curtis. And you don't have tc
reinvent the wheel It's just that the industry as 3
whole is slow to respond. In 1971, the construction
industry injured 14.8 workers per hundred every
>ear. We've only reduced that to 14.6

today. Not much of an improvement in

10 years.

Je: Does Argonaut have a substance

abuse policy?

st Yes.And Il behonest v4th you, there

was a lot of fear, apprehersion and mis-
inderstanding about it,justlikeinalot .*
¢ f companies across Ameriza. Weve insti-

tired the policy and provide access to
assistance programs. We also have a
Corporate Wellness Program. So you see,

we understanda lotoftheproblernscom-

Fanies face because we're facing them
curselves

Je: You should tellpeople’'We have insti-
titedthepolicy. " "Thisis whatwedo - -
tere at Argonaut" "This is what some of f' .
cur clients do: That's what we need. *
Examples Success stories.

SL: How about this. That contractor 1 -4
told you about, in the three and a half years he's
tad that program, there hasn't been one single legal

contest.

ass]St,ince prog],1111. iust providc access.

CW: What does it cost to test someone?

SL: The initial test will cost you about 530 per
employee But if anyone tests positive, you have to
on[irm it with a $60 GC mass spectrometry test
1 f you don't,youllendupincourt.Agood example:
has anyone here taken Advil? 1 havea bad shoulder
1 -ooktwoAdvilonSundayxforelwentouttoplay
pl[Threedays later tguaranteeyou I'llitest positive
for marijuana. Advil shows up as marijuana on the

THE ARGONAUT FORUM ,

firstscreening. GC massspectrometry wou d show
1 took 400 milligrams of Advil within the last 48
houri So you must confm any positive test.

mran.2,9,IN What would happen i[ you

took the lead and talked to builders about institut-
ing a drug progam? Would they think you'd give
them added value,ordo they just look at cost?
DD: Cost, cost, cost And production. 1] you have
a testingprogram and yourbid is the sameassome-
one that doesn't, that's fine.

Wouldn't having a program
enhance your reputation?
cw: We already have a reputation for delivering
top quality work. Ha,ing a testing program might
enhance it. But the bottom line is still production
and cost. The builders would come back tc us and
say, "It's nice that you have a program, but so and
so is 7% lower and we're going with thern'

Je: Last week | bid a joband the guysaid we were
way too high.When | asked himif theguy with the
low bid paid his comp premium, he said "Frankly
1 don't care as long as | have the certificate" It all
comesdown to money. That'salways the bottom line.
LE: So whether you have a high or low accident
rate really isn't considered?

Ja: Only if it shows up in our price.

LE: Which is right where itwilishowupeventually.

Continued next week
We'd like to hear whatyou have to say about substance
abuse in the workplace, and abottt our discussions on
topks diatconcenlyour business.SendyourcommenG

to Mike Cmll, President, Argonaut Insurance Company,
250 Middlejield Road, Menlo Park,CA 94021

Agonaut
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Opinions

Risk act ChangeS benefit all

ALANCING, THE CONGERNS of businessas

regulators that want to protect policyholders and
enforce solvency standards is not easy when it
comes to the Risk Retention Act. But the Risk Re-
tention Act overhaul legislation proposed by the
Bush administration this month is a good first step
in achieving a better balance (BIl, Feb. 18).

Regulators are rightly concerned that the current
law makes it too easy for thinly capitalized insur-
ers to write big blocks of business for risk purchas-
ing groups.

The proposed amendments-addressing a major
oversight in the current law-set tough new sol-
vency standards for purchasing group insurers. In
order to write purchasing group business, an in-
surer generally would have to meet the same capi-
tal and surplus requirements as admitted insurers
in every state it provides coverage.

If this requirement were enacted into law, a pur-
chasing group insurer could not, as some have tried
to do under the current law, simply meet the capi-
tal and surplus requirements of one state-often a
state with a minimal requirement-and then try to
write business nationwide.

Just as the new solvency standard addresses the
concerns of regulators, it also would protect the
interests of buyers.

While a purchasing group insurer generally
would have to meet capital and surplus require-
ments imposed on admitted insurers in every state
it operates, the purchasing group insurer would
not actually have to be admittedin that state.

If a purchasing group insurer had to be admitted
in every state, it would limit the available market
of purchasing group insurers to those already li-
censed in all states. It would be too expensive for a
regional insurance company, for example, to seek
licensing in other states to serve only a few pur-
chasing members located in those other states.

Also increasing businesses' access to purchasing
group insurers is the new provision that a purchas-
ing group insurer only needs to meet the rate and
form requirements imposed by the state which is
the purchasing group's principal place of business.
This reduces potentially burdensome rate-and-
form requirements.

The legislation does significantly increase the
amount of information that purchasing groups and
their insurers must provide to state regulators, but
it is not too burdensome. For example, a purchas-
ing group insurer generally would only have to
comply with filing requirements of the purchasing
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group's' principal state of business, providing all
other states only with copies of those filings.

No doubt the administration’'s legislation can use
fine-tuning.

On the face of it, there should be no disagree-
ment between regulators and businesses over the
proposed requirement that risk retention and pur-
chasing groups be controlled by the policyhold-
ers, not by insurers, brokers, agents or other ad-
visers. Policyholder control is essential to ensure
that a group is run in the best interests of its mem-
bers. But, the Bush proposal could be better
worded. The legislation is not clear if this control
provision would be satisfied-as it should be-by
members when its trade association helps to orga-
nize a purchasing group or risk retention group for
its members.

In addition, the requirement that a purchasing
group insurer must maintain a premium-to-surplus
ratio of no greater than 3-to-1 is too arbitrary. It
does not address the degree of risk being assumed
by the purchasing group insurer, which may war-
rant a higher or lower premium-to-surplus ratio.

No doubt other changes will be necessary. But
we're encouraged that Bush administration offi-
cials have said they are open to suggestions for
improving the legislation.

Above all, we hope that the administration pro-
posal prods Congress into action so that a new and
much improved Risk Retention Act can be ap-
proved before the next hard market.

Surplus lines rates not falling for chemical firm

To the editor: Our company is a distrib-
utor of industrial chemicals in Western
Michigan. We place the highest emphasis
on both safety and service to our employ-
ees, customers and the environment. As
with many companies, insurance costs
are one of the largest expenses we incur
annually.

I found your Jan. 7 article, "Rates
Tumble in Surplus Lines Market" ex-
tremely informative. But, after unsue-

Business Insurance welcomes let-
ters from its readers. Please keep
your comments as brief as possibte.
We reserve the right to edit letters
for clarity or space. We witt not
publish unsigned letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush
St., Chicago, m., 60611.

cessfully attempting to purchase addi-
tional excess general liability/product
liability coverage at a reasonable cost, |
found a great disparity between the pub-
lished article and the actual premium
quotes presented by our broker. Your ar-
ticle states there is a softening in the

rates for excess lines coverage, but we are

experiencing the reversal of this position.

I welcome any suggestions your readers
might wish to share with me.

Richard A. Topp

Webb Chemical Service Corp.

Muskegon Heights, Mich.

Economic family theory makes sense

To the editor: You editorialize that pre-
miums paid to captives and self-funded loss
reserves should be deductible for income tax
purposes (BI, Feb. 11).

A case can be made that self-funded loss
reserves are analogous to loss reserves (in-
cluding incurred-but-not-reported losses)
established by insurance companies and
should therefore be deductible.

But, if a captive is allowed an IRS de-
duction for its loss reserves, which are
derived from premiums paid by its parent,
would not some expense dollars be deducted

twice; i.e., first as a premium expense by the
parent, then as loss reserves by the captive?

Granted, the procedure is similar to ob-
taining insurance from an unrelated insur-
ance company. But, in fact, the parent com-
pany merely transfers funds from one
pocket to another to the detriment of the
taxpayers.

The Internal Revenue Service's "economic
family" theory seems logical to this former
underwriter.

Edward J. King
Denville, N.J.
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Health reforms would hike employer tax bills

By ADRIENNE C. LOCKE might be included in the proposal through the legislation to provide data from hundreds of insurance uninsured are less likely to be
to encourage employers to offer health care coverage for small em- plans, he said given routine diagnostic tests or to
WASHINGTON-Raising reve- health insurance, he said ployers and individuals, Rep "Currently, 18% of hospital have important surgery and more
nue through limiting tax deduc- However, the GOP proposal to Chandler said spending is for administration and likely to die during a hospital stay,
tions for health insurance expenses extend health care coverage to the Practice guidelines for doctors billing, and close to 45% of gross he said
or by increasing employer payroll uninsured differs sharply from one may also be included in the reform physician income goes toward bill- "This illustrates that the U S
taxes is at the heart of two propos- by Rep Martin A Russo, D-Ill bill, along with a reimbursement ing," he said
als to reform the nation's health Under that proposal, employers' system designed to discourage Employers would not have to way imaginable-based on the
care system that may be intro- taxes would be increased to raise treatment and testing that is Con- buy workers compensation medical ability to pay,"” he said, adding
duced in the House this month $165 billion a year to fund a sin- sidered unnecessary, he said with- coverage or group health insurance that his proposal would grant
One bill-a wide-ranging health gle-payer universal health care out elaboration for employees But the new taxes every citizen equal access to all as-
care reform proposal from the Re- system much like the Canadian Rep Chandler says he IS trying would raise business expenditures pects of health care without gaps
publican Task Force on Health universal health care plan to avoid-but would not rule out- on health care $23 billion to $199 in coverage or barriers to care
Care-will probably cap the "l favor a single-payer system requiring businesses to offer a billion from $176 billion in 1989, Rep Chandler concedes that se-
amount that employers can deduct because it is a more efficient way minimum health care benefits he said rious changes in the health care
from federal income taxes for to administer and finance health package "Assuming that we pass Much of that increase, Rep system are needed "Clearly, with
health care expenses, said Rep care,” Rep Russo said this package and we don't get the Russo contends, would come from over 30 million uninsured and na-
Rod Chandler, R-Wash , a task Both congressmen made their response we wanted, then you employers that offer no health in- tional health care expenditures ex-
force member He did not disclose case to executives at a Washing- might have to consider that " surance now Employers that pro- ceeding 11% of GNP, something
at what point deductions would oe ton Business Group on Health/Na- By contrast, Rep Russo favors vide coverage would save money more than tinkering needs to be
capped tional Assn of Manufacturers con- making the nation's multiple- with the plan, he said
Limiting deductions for health ference last month in Washington, payer health care systenn into a
care expenditures would help off- D C

rations health care in the cruelest

done,"” he said

"A multi-payer system places an However, he argues against

single-payer system that would be inordinate burden on business My scrapping the existing system,

set the cost of tax incentives that Their proposals would bring to administered jointly by the federal plan would spread costs over all especially for a Canadian-style al-
three the number of major propos- government and by the states segments of society, because every- ternative
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als before the House to increase ac- To finance the system, Rep one should pay their fair share for "Instead, we ought to build on
cess to health care Rep Fortney Russo would levy a 6% payroll tax health care,"” he said the system that we have, expand on
Under the Russo proposal, indi- those things we do well and correct
universal health care measure last porate income tax rates to 38% viduals would pay neither deduct- the problems we all know exist,"
month (BI, Feb 4) from 34% for businesses with more 1bles nor copayments and could he said

Reforming the U S health care than $75,000 in profits choose their own doctors and hos- Both Reps Chandler and Russo
system will be painful for all in- Rep Russo also favors raising pitals Providers would be prohi- doubt Congress will pass signifi-
volved, says Rep Chandler, adding personal income tax rates in the bited from billing individuals for cant health care reform legislation,
that sharing the burden among all upper brackets-to 30% and 34% amounts not paid by the health though both legislators say they
parties will keep the discomfort to from the current 28% and 31% In care program want to encourage debate on the
Benefits would include topic

(Pete) Stark, D-Calif, introduced a on employers and would raise cor-

a minimum

addition, a new top rate of 38%
Rep Chandler outlined a wide would be instituted for families
range of provisions that the Re- with income exceeding $200,000

« All medically necessary hospi- "My proposal does not attempt
tal services, with a 45-day limit to answer every detail It is in-
publican health care reform bill tended as a framework for how a

could contain

States also would be required to for mental health services
help fund the national health care = Nursing home services and national health insurance program
For instance, the bill could in- system, Rep Russo said, though hospice care should be structured," Rep Russo
clude medical malpractice reforms annual state health care spending - Dental services said "I hope my proposal will spur

to make health care more afford- would decrease about 15% to $71 - Prescription drugs debate on the issue of national
able The proposal could call for billion from $83 billion in 1989 - Preventive care health insurance and move us
measures like required pre-litiga- under his system « Home-based and community closer to solving our health care

tion screening, a cap on punitive He projects the first-year costs at services for those with difficulty crisis "

damage awards in medical mal- $549 billion-or about 6 8% less performmg at least two activities "1 urge the same spirit of com-
practice cases and incentives to set than the estimated $589 billion the of daily life promise and cooperation from ev-
up alternative dispute resolution nation spent on health care in « Any other medical or health- eryone | talk to about this issue |
mechanisms 1989 related items or services deemed am convinced that the only way to
Reduced administrative burdens appropriate by the secretary of overcome this health care crisis,
health care coverage, the bill may on providers would account for health and human services short of scrapping our current sys-
exempt small firms from state ben- most of the $40 billion in savings To critics who believe a single- tem and going to a system of na-
efit requirements, allowing them to Rep Russo foresees Providers payer system would lead to health tional or 'socialized' health care, is
offer "no-frills" coverage Risk wouldn't have to keep up with eli- care rationing, Rep Russo repl-es to work together,”" Rep Chandler
pools could also be established gibility requirements and other Rationing already takes place The said

Doctors view ethics of cost control

By ADRIENNE C. LOCKE "Cost was not seen as a relevant The surgery was performed, Dr to Dr Muller
factor when weighed against a pa- Muller explained, but, when the Such policies, said Dr Siegler,
WASHINGTON-Employers try- tient's goals and needs " bill came due, the HMO said it fail, to recognize that many of these
ing to control medical costs should conditions are not uncommon but

In an attempt to extend access to

However, by the mid-19805, as didn't cover transplants
examine the ethical implications of health care costs began to rise sig- Dr Muller said the HMO also may result from prevailing social
their cost-cutting programs, two nificantly, health care payers told hospital officials that hospi- or cultural influences
physicians warn began to hold providers and pa- tals have a moral duty to care for
While employers may feel that tients more accountable for the anyone that comes through the tainment strategy iss "kill the
controlling access to health care is services requested and provided, door, but an HMO has no such ob- dying," indicating that care should
necessary to keep rising medical Dr Siegler said ligation not be wasted on the chronically or
Conceding that health care costs The hospital still awaits the terminally 111 patients who would
terfere with a patient's need for are out of control, Dr Siegler at- $50,000 reimbursement for the not benefit from it, Dr Siegler
care, said Ralph Muller, president tributes this largely to problems transplant, he said said

Yet another emerging cost con-

costs in check, such polices can in-

of the University of Chicago Hos- with the public health care system Dr Siegler calls another com- He said the high cost of dying
pitals for the elderly and poor and the mon cost containment policy can be seen in the Medicare pro-

"Increasingly we are making lack of medical insurance for the "blame the victim " gram, where 28% of all expendi-
"Employers identify a wide van- tures stem from patients' last year
who is not worthy of medical the practice of "dumping the ety of illness and conditions, deter- of life Most expensive are the last
care," he said poor " The lack of coverage for mine that they are self-inflicted 60 days, he said

Medical care should not be

Judgments on who IS worthy and working uninsured He referred to

Instead of trying to limit access these groups causes hospitals to and exempt them from coverage,”
to care, employers, government shift costs onto other payers, like he said, citing as examples obesity wasted on those who will not bene-
and providers should fulfill their insurers and self-insured employ- an d un controlled high blood fit from it, but it Is very difficult to

obligations to provide care, Dr ers, he said
Muller said

pressure determine where to draw the line,
" Costs keep going up not because Dr Muller said these "self-in- he said
Dr Muller spoke at a Washing- the services are more expensive, flicted" illnesses also can include Definite changes are needed to
ton Business Group on Health/Na- but because you are paying for another group of "above the neck help eliminate restrictions on care,
tional Assn of Manufacturers con- those who are walking away from limitations"-like mental health, Dr Muller said For example, he
ference last month in Washington, their responsibility,” Dr Muller dental and vision care-for which believes Congress should approve a
Do said, referring to the government employers won't provide health basic level of health care benefits
Health care payers, like employ- and to companies that provide no coverage for all citizens, though he did not
Excluding these medical condi- elaborate on the idea
Dr Muller said some government tions from health insurance Dr Muller favored expanding
medical care itself has changed, programs pay hospitals only 60% changes the doctors' role from car- Medicaid to the poor and non-
s aid M ark Siegler, professor of the cost-not the price-for the ing for the sick to modifying be- working uninsured And he called
of medicine and director of services they provide Hospitals havior, Dr Siegler said for increased national regulation
Employees are told to exercise of provider fees "There has to be

but not to participate in sports, or limits on what hospitals and doc-

ers, are able to dictate access to health insurance
health care because the focus of

the Center for Clinical Medical also provide a great deal of uncom-
Ethics at University of Chicago pensated care
Hospitals As an example, he cites a patient to eat wisely but not to diet too tors make
For many years, the will of the transferred to the University of much, he noted Doctors and hospitals, he said,
There is also the "pass the hot should be more responsible for uti-
potato” strategy, whereby employ- lization At rates of up to $1,000
The original hospital, which ers refuse to provide coverage for a a day for a hospital stay, "you
This philosophy lasted until the could not perform the operation, iS "pre-existing condition,” that shouldn't be in the hospital if you
19605, when patients' rights began affiliated with a health mainte- often may be as routine as a preg- don't need to be there,” Dr Muller

nancy or a sports injury, according said -

doctor ultimately prevailed What- Chicago Hospitals for a liver
ever the doctor thought was best transplant
was done, he said

to be emphasized, Dr Siegler said nance organization



Executives debate health care problems

By ADRIENNE C. LOCKE

WASHINGTON-Employer-pro-
vided health insurance should be
extended to uninsured workers,
while tax incentives should be used
to make such coverage more af-
fordable to small businesses, a cor-
porate executive says.

Congress should require employ-
ers to offer at least limited cov-
erage for necessary and routine
preventive services, said Michael
R. Peevey, president of Southern
California Edison Co. in Rosemead,
Calif.

"These (services) have small up-
front costs, but large long-term
paybacks" in improved overall
health, he said.

The government also should pro-
vide health insurance for those not
in employer plans and make sure
public health programs are ade-
quately funded to avoid unfair cost
shifting to employers, Mr. Peevey
said.

However, John J. Sweeney, pres-
ident of the Service Employees In-
ternational Union in Washington,
D.C., said he believes that some
form of a national "all-payer sys-
tem," or nationalized health care
system, is the only way to solve
the United States' health care
problems.

"We won't have control of health
care costs in this country unless
and until we have all payers-pub-
lic and private-acting as a single
payer," Mr. Sweeney said.

"l believe that the evidence is
now conclusive that plan-by-plan,
employer-by-employer, we can't
tame the forces that are driving
health care costs, no matter how
adroit we become as purchasers,"
he said.

Under the system envisioned by
Mr. Sweeney, reimbursement for
hospitals, doctors and other pro-
viders would be set on a national
basis. Fees would be adjusted to
bring health care spending within
federal targets, he said.

Mr. Sweeney said business and
labor must begin acting now to en-
sure reform of the nation's health
care system because neither busi-
ness or labor can rely on Congress
or the Bush administration to come
up with a solution.

Both Mr. Sweeney and Mr. Pee-
vey spoke at a Washington Busi-
ness Group on Health/National
Assn. of Manufacturers conference
held last month in Washington,
D.C.

Apart from their different pro-
posals for achieving health care re-
form, Mr. Peevey and Mr. Sweeney
agree that the issues of cost, qual-
ity and access to health care must
be resolved.

Universal access is a vital step to
controlling health care costs, be-
cause the medical costs of the esti-
mated 32 million uninsured Ameri-
cans are shifted to those Americans
with coverage, according to Mr.
Peevey.

"If this unfair reimbursement
policy continues, private health
plans will become too expensive
for employers to purchase or main-
tain," Mr. Peevey said.

Mr. Sweeney agreed: "We'll
never control costs if we don't have
everybody in the system."”

In the short term, universal
health care coverage will create
new costs for employers not cur-
rently providing coverage and for
the federal government, which
would subsidize health insurance
offered by small business and
would finance the cost of coverage
for the non-working poor, Mr. Pee-
vey said.

However, universal access to
health care will mean early treat-
ment of ilinesses at a reasonable
cost, so people won't delay treat-
ment until their illnesses become

acute and much more expensive to

treat, Mr. Peevey said.

Mr. Peevey also said that em-
ployers and government must use
proven cost control measures in the
health care programs.

For example, "fair and equal '
fees for providers services should
be established, Mr. Peevey said.
These fees would be charged to an
health care payers, including the
government, to eliminate cost
shifting from Mecicare and other
programs.

In addition, plan participants
should pay part of their health in-
surance costs, Mr. Peevey said.

"Historically, people with medi -
cal benefits have been ihdifferen.

to the cost of their treatment. In
fact, they often request or accep:
unneeded services which increase
medical costs," he said.

Mr. Peevey says any health care

system should provide financial
disincentives for unnecessary care,
and adds that about one-quarter to
one-third of all medical procedures
are inappropriate or unnecessary.

However, -we must manage
health care services efficiently and
cost-effectively without jeopardiz-
ing the welfare of the recipient,”
he:aid.

At Southern California Edison,
for example, utilization review
prcgrams have been effective in re-
ducing the volume of such proce-
dures. But UR programs only work
when plan participants face re-
duced coverage if they do not use
the program, he said.

Cver the long run, such cost con-
tainment measures will make
health insurance more affordable
for those employers that cannot af-
ford it now, Mr. Peevey said.

The union's Mr. Sweeney said
physicians should be held more ac-
countable for deciding what care
to provide, adding that doctors
sometimes call for inappropriate

"Physicians, not patients, con-
trol utilization where it counts," he
said.

Purchasers of health care don't
what to second-guess providers or
"micro-manage" care, but they do
expect thal. medical practices be
socially and medically justifiable,
he said.

No matter what type of universal
health care plan is approved--a
plan largely administered by em-
ployers or a single-payer nationa-
lized system-health care reform
must be implemented as soon as
possible, with business and labor
leading the way, Mr. Sweeney said.

NEEDS ANA[YSIS

Labor and management in the
past were not as active in the na-
tional health care debate because
they were locked into their own
disagreements over health care
policy, he said.

However, both sides have
learned the hard way that neither
business nor labor can win under
the current health care system, Mr.
Sweeney said. "The only way to
win is to change the rules."

Although Congress and the Bush
administration would "prefer to
ignore" the health care crisis, they
must be forced to take up health
care reform and make serious
changes now, Mr. Sweeney said.

"l don't think waiting another
10 years for incremental reforms to
solve the problem in realistic. |
think it's suicidal,” Mr. Sweeney

said.
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Employers told to lead health care reform

By ADRIENNE C. LOCKE

WASHINGTON-Employers
must take the lead in' the debate

over national health care reform,

two business leaders say.

' Medicine is big business,”
pointed out Mary Jane England,
president of the Washington Busi-
ness Group on Health, a business-

WBGH/NAM meeting draws 280

WASHINGTON-More than 280 peol:le attended the Washington
Business Group on Health/Naticnal Assn. of Manufacturers' Seventh
Annual Health Agenda Ccnference, held Jan. 28-30 in Washington,
D.C.

NAM is the largest industrial trade organization in the nation,
with more than 12,500 members.

The Washington group is a non-profit policy and research organi-
zation that provides information on corporate health care issues.
More than 180 large corporations are members.

Next year's conference also will be held in Washington, D.C. dur-
ing the last week of January. For more information contact the NAM
at 1331 Pennsylvania Ave. N.W., Suite 1500 N,, Washinston. D.C.
20004; 202-637-3124.

O 44 a4

backed policy and research orga-
nization in Washington, D.C. Be-
cause employers pay such a large
portion of the nation's health care
bill, their ideas and opinion must
be heard, she said.

Ms. England spoke at a confer-
ence sponsored by the Washington
Business Group on Health/Na-

tional Assn. of Manufacturers con-

ference Jan. 28-30 in Washington,
D.C.

Jerry Jasinowski, president of
Washington, D.C.-based NAM,
said that while employers have
made significant progress in
controlling health care costs,
they have not been totally sue-
cessful.

Costs are still rising 10% to 20%
a year for large companies, com-

pared with are increases of up to
50% to 100% for smaller com-

et

EQUIPMENT INSURANCE MANAGERS, INC. is now offering
contractor liability programs for those large hard to place clients.

Our new cost saving liability programs include contractors in the areas Of. . .

EQUIPMENT INSURANCE MANAGERS, INC. 1
continues to offer liability

programs for...
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Elaine Garner
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SO.FFOLD INDUSTRY ASSOCIATION (SIA)
SPECIALIZED CARRIERS & RIGGERS ASSOCIATION (SCIRA)

panies, he noted.

U.S. manufacturers have made
"much less progress in health
care" than in other areas, like im-
proving their competitiveness u-ith
foreign firms, according to Mr. Ja-
sinowski.

Bringing health care costs under
control is a top goal of industry,
but Mr. Jasinowski says employers
should not sacrifice quality and
access to health care to control
costs.

Both access to health care and

ensuring quality care are issues of
great importance to NAM and the
WBGH, he said.

Ms. England says a large part of
her job as president of the Wash-
ington group will be to build a
consensus on national health care
reforrn.

"We have the skills and knowl-

New York restricts

NEW YORK-A new amendment
to a 1987 New York Insurance De-
partment regulation will further re-
strict the junk bond holdings of life
insurens and the life insurance units
of multiline insurers.

The amendment to Regulation No.
130 also adopts the bond rating sys-
tem developed by the National Assn.
of Insurance Commissioners, a de-
partment spokesman said (BIl, June
18, 1990; May 14, 1990).

The amendment retains the 20%

overall limit on investments in me-

dium- and lower-grade bonds set by
Regulation No. 130. However, effec-
tive Jan. 1, 1992, it establishes new
"inside" limits on the lower-rated
bonds.

For example, it will not allow an
insurer to invest more than 10% of its
admitted assets in bonds rated "four,

BENEFITS
Total Plan Design
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edge to have the highest-quality
and most sophisticated health care
system in the world. It won't be
modeled after any other system-it
will be uniquely ours,"” Ms. En-
gland said.

Business always has tried to re-
spond to the health care needs of
its workforce, she noted.

With the onset of war in the Per-
sian Gulf and the subsequent acti-
vation of thousands of reservists,
many employers-without any ob-
ligation-have voluntarily ex-
tended health insurance to these
employees and their dependents,
she said (BI, Jan. 28; Sept. 10,
1990).

"Just another example of how
corporate America really comes
through when situations affect the
lives of its employees,"” Ms. En-
gl=armid ss=aid _ [ ]

junk bond holdings

"five" or "six," which is the equiva-
lent of rating agencies' "B" rating or
below, according to the department
spokesrnan.

The new NAIC bond rating sys-

tem became effective last week.
Bonds are to be rated from "one,"
the equivalent of triple-, double- and
single-A ratings, to "six," which is
considered "near default.”

Under the previous system, bonds
were rated in descending order of

quality, "Ye<" "No .. 'Ne*" - and
NG

Also effective last week under the
New York amendment, all private
placements would be subject to the

regulation. Previously, private place-
ments valued at more than $50 mil-

lion were exempt, the spokesman
said.

-Bli Judy Greenwald

Dll'ectoru

Employee
Benefit

Information

Systems

m, Publishing
April 1

-tld Closing

March 19

.Business

INnsur«<nNce



NFL pensions

Continued from page 3

A Yablonski, an attorney for the
players with Yablonski, Both &
Edelman in Washington, D.C.

The suit is the latest battle in the
ongoing war between players and
owners. The players have been
without a contract since their 1987
strike. They returned to work
without a contract only after
games were staged with replace-
ments.

The players then focused their
attention on an antitrust suit
against the league. They lost.

Mr. Yablonski filed the benefits
suit in U.S. District Court in
Washington, D.C., on behalf of
players Earnest A. Byner, Gary C.
Clark, Darrell Green and Jim La-
chey, all of the Washington Red-
skins; Lomas Brown Jr. of the De-
troit Lions; and Jay Hilgenberg of
the Chicago Bears.

The Rozelle pension plan, which
took effect in April 1989 and
covers about 1,500 players, pro-
vides retirement, disability and
death benefits. Players who parti-
cipated during the 1989 and the
1990 seasons have earned benefits
under the plan named for former
Commissioner Pete Rozelle.

The Rozelle plan succeeded the
Burt Bell pension plan following
negotiations between team owners
and players in 1988 and 1989. The
Bell plan, which was established in
1969, also is named after a former
NFL commissioner.

The Rozelle pension plan is a de-
fined benefit plan that is solely
funded and administered by the
owners, while the Bell plan-which
is jointly administered by the play-
ers and the owners-is a defined
benefit plan that was funded by
some player contributions.

Both of the plans offer identical
benefits, the only difference be-
tween them being that players
under the Rozelle plan no longer
have to make the employee contri-
butions that were required under
the Bell plan.

Players receive retirement bene-
fits of $150 per month for each
season they play. They are vested
by the third game of their fourth
year in the league and normally re-
ceive their pension benefits begin-
ning at age 65.

In addition, players can receive
benefits of at least $4,000 a month
for football-related and other spe-
cified total disabilities and $750 a
month for other total disabilities.

And survivors of players can re-
ceive death benefits of up to $ 1,500
a month for 48 months depending
upon the years the player was ac-
tive. A reduced benefit is paid after
48 months.

In their suit, the players are
seeking to force the plan to dis-
close all required data, plus addi-
tional information like the plan's
assets and liabilities and its an-
nual tax statement, Mr. Yablonski
said.

The players also want to confirm
that the plan's administrators are
complying with their fiduciary re-
sponsibility and are meeting with
ERISA and Internal Revenue Code
standards. In addition, the players
want to know who has been ap-
pointed to the owners' committee
to administer the plan, he said.

And, Mr. Yablonski said the suit
attempts to force the plan's admin-
istrator to tell the players what
benefits they have accrued so far
under the new plan. "We don't
know at this point whether bene-
fits have started," he said.

"l think that it is an outrage that
there is this other plan out there to
provide comparable benefits that
the players have not been informed
of," Mr. Yablonski said, referring
to the Rozelle plan.

The complaint asks the court to
fine Mr. Curran $100 a day for
each day the plan has failed to
provide the plan information, as
well as for reimbursement of rea-
sonable attorneys’ fees. |

e . W

Patrick T.
McGovern
Risk Manager
Connecticut
Mutual Life
Insurance Co.

Hartford, Conn.

Yes. Employees who routinely drive
on company business should receive
a full program of defensive driver train-
ing. Other employees, whose driving
on company business is on a non-reg-
ular basis, should receive information
and training tailored to the extent of
driving they do.
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Should driver training programs should be mandatory for employees who drive on the job?

Christopher
E. Mandel
Director-Risk
Management
Division
American Na-
tional Red

Cross

1/w

Absolutely! Having spent five years at
Bell Atlantic, where the "Bell System"
philosophy of giving safety a high pri-
ority was strictly adhered to, I've seen
it work. Both at Bell and at Red Cross,
I've seen defensive driving techniques
used to produce improved loss results

in both frequency and severity. There's
no better investment to affect the auto

Alexandria, Va.

cost of risk.

Ity,v#f/ Chris

tini- Anderson

3&

Worldwide
Church of God

Pasadena, Calif.

Regulation is for those who fail to reg-
ulate themselves. Corporations that ap-
preciate the responsibility inherent in
fleet operations already have effective
driver training programs. For those who
fail to comprehend the gravity of the
responsibility, mandating effective pro
grams is necessary.

NEEDS ANALYSIS

Scott E.
Tarbet
Vp-Risk &
Insurance
Management
Columbia Sav-
ings & Loan

Irvine, Calif.

Driver training is effective, is relatively
inexpensive, can be customized and
therefore has great potential for a de-
sirable cost/benefit ratio. Firms should
weigh their overall automobile-related
cost of risk vs. the cost of administering
a training program, to determine
whether such a program is a "buy."
Firms electing to adopt a driver training
program should make it mandatory.
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ERISA rulings

Continued from page 3

feet on employee benefit plans re-

late to such plans and are therefore

pre-empted by ERISA," he wrote.
Judge Gonzalez also said that the

U.S. Supreme Court has found that

ERISA's civil enforcement remedies

were intended to be exclusive.
Indeed, the U.S. Supreme Court

ruled in a 1987 case involving an

insurer's handling of a disability
claim: "The deliberate care with

which ERISA's civil enforcement re-
medies were drafted and the balanc-
ing of policies embodied in its choice
of remedies argue strongly f6ér the
conclusion that ERISA's civil en-
forcement remedies were intended to
be exclusive. This conclusion is fully
confirmed by the legislative history
of the civil enforcement provision."
In addition, the U.S. Supreme
Court last December invoked
ERISA's pre-emption powers in
overturrling a Texas Supreme Court
ruling that allowed workers to pro-

ceed with litigation in state court
against a former employer that they
charged fired them to avoid paying
pension benefits (Bl, Dec. 10, 1990).

"The policy choices reflected in the
inclusion of certain remedies and the

exclusion of others under the federal
scheme would be completely under-
mined if ERISA plan participants

and beneficiaries were free to obtain
remedies under state law that Con-
gress rejected in ERISA," Judge
Gonzalez wrote.

However, Judge Lloyd Doggett
wrote in a separate concurring opin-
ion joined by two other concurring
judges that ERISA's pre-emption
provision is too broad. "Through pe-
culiar federal judicial interpretation,
a statutory addition to workers'
rights has been converted into a stat-
utory removal of those rights. The
law has been reshaped into a form
that achieves the converse of its orig-
inal purpose," he wrote.

"l join with a growing number of
courts and commentators who

express the concern that through

continued misconstruction, ERISA
has become 'quicksand' that 'will
continue to expand and pre-empt
everything in its meandering path," "
Judge Doggett wrote, citing a 1985
Alaska state court ruling.

"For the more than 56 million
Americans who are enrolled in group
health insurance plans like the one in
which James Cathey was a member,
ERISA has become more than mere
quicksand; it has become a black
hole," he said.,

Insurers have little or no incen-
tive to deal properly or fairly with
plan participants if ERISA can pre-
empt every state law that may be
loosely defined as relating to an em-
ployee benefit plan, he observed.

However, William J. Toppeta, vp
and associate general counsel at Met
Life, said ERISA provides adequate
relief for employees who have been
subjected to improper practices by
benefit plans. He noted that under
ERISA, benefit plans can, among
other things, be ordered to:

« Provide participants the benefits

that were denied as well as future

benefits.

- Pay the plan participant's astor-
neys' fees.

- Replace the plan's fiduciaries if
there was a violation of fiduciary
responsibility.

Mr. Toppeta also observed that
Congress was trying to protect em-
ployers as well as employees in draft-
ing ERISA. "Congress was doing a
balancing act, saying we want to en-
courage employers and unions to set
up these kinds of employee benefit
plans, but on the other hand we giant
to protect employees," he said.

Without ERISA pre-emption in-
surance and other laws in each state
would apply to multistate employers,
which would be very costly fo the
employers and their plans, he sail.

Janet VVan Alsten, senior attcrney
for Dow in Midland, Mich., agre€d.

"We have a limited amount of re-
sources to provide benefits. If we are
to continue to provide these benefits,

we can't afford double and treble

damages" allowed under some state
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laws, she said.

During the state court litigation,
the Catheys also filed a lawsuit in
federal court seeking the benefits
they were denied. But, a U.S. Dis-
trict Court in June 1989 and a fed-
eral appeals court in August 1990
ruled in favor of Dow.

The Catheys now are seeking re-
view by the U.S. Supreme Court, said
plaintiffs' attorney Mark Kincaid of
Longley & Maxwell in Austin.

In the Tenneco case, Pamela Cham-
bers Gorman alleges that Tenneco
and Philadelphia-based Life Insur-
ance Co. of North America, a CIGNA
Corp. unit, wrongly denied her a
$250,000 accidental death benefit
after her husband died in an automo-
bile accident in 1982.

- The lawsuit charged Tenneco with
breach of fiduciary duties and LINA
with lack of good faith in violation of

various state insurance codes.

The defendants argued that the
benefit was denied because Mr. Gor-
man was not acting within the scope
of his job when the accident oc-
curred.

A state court jury ordered LINA
to pay $550,000 and Tenneco to pay
$500,000 in punitive damages in ad-
dition to the death benefit and Mrs.
Gorman's attorneys' fees.

Tenneco and LINA appealed and
for the first time argued that the
accidental death benefit plan is an
ERISA-governed plan. Tenneco con-
tended that the lower court did not
have jurisdiction to hear Mrs. Gor-
man's claim of breach of fiduciary
duty.

The appellate court allowed Ten-
neco and LINA to raise the ERISA
defense and overturned the punitive
damage awards. However, the court
ruled the insurer must pay the death

' benefit.

The Texas Supreme Court upheld
the appellate decision.

"Since the petitioner's claim for
breach of fiduciary duty relates to
an employee benefit plan governed
by ERISA. . .it falls within the ex-
elusive jurisdiction of the federal
courts. Thus, the trial court did not
have jurisdiction to hear this claim,"
the high court ruled.

However, ERISA allows plan bene-
ficiaries to seek payment of denied
benefits in either state or federal
courts, the high court said.

Judge Doggett again criticized
ERISA in the Tenneco case, though
he again concurred with the major-
ity. "l reluctantly concur based on
the analysis provided in my concur-
renee in the" Cathey case.

"The harsh effect of this conclu-
sion is that an insurer may now de-
feat a claim by asserting an ERISA
defense for the first time on appeal
after a Texas judge and jury have
found it guilty of engaging in false,
misleading or deceptive acts or
breaching its duty of good faith and
fair dealing," Judge Doggett said.

Mrs. Gorman has asked the Texas
Supreme Court for a rehearing.

Plaintiffs' attorney Clinard J.
Hanby of Essmyer & Hanby in Hous-
ton said he will argue that Tenneco
should not have been allowed to first
raise its ERISA pre-emption defense
at the appellate level.

Tenneco would not comment on
the case while it is pending.

However, Patrick A. Nitsch, Ten-
neco's senior corporate attorney,
said: "We are pleased with the Texas
Supreme Court ruling and we believe
the court stands on firm ground in
making this ruling."”

Judge Doggett's comments in his
concurring opinions are just one
more criticism in an ongoing debate
over ERISA's broad pre-emptive
powers and the lack of stronger en-
forcement remedies, said Henry Sa-

veth, a principal at A. Foster Higgins
& Co. Inc. of New York.

James C. Cathey and Bette Cathey
vs. Metropolitan Life Insurance Co.,
Dow Chemical Co. and Michael H.
Maddotin; Texas Supreme Court, No.
C-8323; Pamela Chambers Gorman et
at. us. Life Insurance Co. of North
America, and Tenneco Inc.; Texas
Supreme Court, No. C-7806.



Dismissal appealed
iNn ldeal Mutual suit

By JUDY GREENWALD

NEW YORK-Plaintiffs are ap-
pealing the second dismissal of a
shareholder suit originally filed six
years ago in the aftermath of Ideal
Mutual Insurance Co.'s liquida-
tion.

U.S. District Court Judge
Charles S. Haight in December
dismissed for the second time a
complaint filed by shareholders
against Ideal Mutual; Optimum
Holding Corp., its downstream
holding company; Optimum direc-
tors; both companies' officers; and
accountant Arthur Andersen & Co.
He had dismissed a similar com-
plaint in 1988 (BI, Feb. 28, 1988;
Feb. 11, 1985).

In both cases, Judge Haight said
the plaintiffs failed to adequately
prove fraud had been committed
by the defendants.

The plaintiffs filed a notice of
appeal with the 2nd U.S. Circuit
Court of Appeals last month.

The case was originally filed by
Meyer Kimmel, an Optimum share-
holder. Optimum was 51% owned
by Ideal and 49% publicly held.
The suit sought compensatory and
punitive damages related to the
decline in value of Optimum stock.

A second suit was filed by Ri-
chard Samuel, as trustee for Las
Cruces, N.M.-based Patlex Corp.,
and was consolidated with the
Kimmel suit in May 1988, accord-
ing to plaintiffs’' attorney jeffrey
Squires, with Kaufman, Malchman
& Kirby of New York.

Plaintiffs in the case are at-
tempting to tap a $25 million
directors and officers liability pol-
icy underwritten by National
Union Fire Insurance Co. of Pitts-
burgh, Pa., an American Interna-
tional Group Inc. unit.

New York regulators placed
Ideal into rehabilitation in Decem-
ber 1984 after a triennial exami-
nation found the company was in-
solvent by $155.3 million as of Dec.
31, 1983. State Supreme Court Jus-
tice Stanley Parness approved the
insurer's liquidation by the de-
partment in February 1985.

In his 10-page decision, which
dismissed the case without leave
to replead, Judge Haight said both
complaints have failed to identify
the necessary circumstances "indi-
eating 'conscious behavior' by the
defendant from which an intent to
defraud may fairly be inferred."

Both complaints, noted Judge
Haight, focus on the 1984 insur-
ance department report on Ideal
Mutual. The plaintiffs, he said, had
purchased Optimum shares in 1983
and early 1984, before the report's
completion and release.

Ideal consistently disagreed with
preliminary department findings
and conclusions, Judge Haight
noted. And while it consented to a
court order placing the company in
rehabilitation, the company also
reserved the right to contest the
examination's conclusions.

"The officers, directors and ac-
countant of a company may dis-
agree with a state agency's tenta-
tive findings and conclusions with-
out retroactively convicting
themselves of fraud if the state
agency ultimately rejects their
contentions and issues an adverse
report,"” said Judge Haight. "That
is so even if the agency, imple-
menting its own report, liquidates
the company.”

Under these circumstances, he
said, "it is legally insufficient for
plaintiffs to itemize perceived dis-
crepancies between Optimum and
Ideal reports and forms issued be-
tween 1980 and 1983, and the con-
clusions and criticisms of the (New
York insurance superintendent) is-
sued in December 1984."

Judge Haight said "other defi-

ciencies abound in the amended
complaint” as well. Among them,
he said, is that "all defendants are
indiscriminately lumped together
throughout the pleading.” In addi-
tion, the defendants' motive to en-
gage in the alleged fraud is "prob-
lematical," he said.

"l think the judge looked at the
reading of the situation and found
there is no merit to making claims
based on a disagreement with the
company,” commented John M.
Nonna, an attorney with New
York-based Werner & Kennedy,
who represents National Union in
the litigation.

"l think the notice of appeal
speaks for itself," said Mr. Squires,
when asked to comment on Judge
Haight's decision. 1
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With the Whole Account Concept from,American Re, we can
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Starting with a Needs Analysis, we put together a Multidisci-
plined Team to evaluate the problems and opportunities facing
your business. We use specialists from across divisional lines:
Actuarial, Underwriting, Claims, Tax, Financial and Data Proc-
essing. The synergy that results from this teamwork gives you a
unique, Customized Solution that goes beyond generalized
products to give you exactly what you need.

The Whole Account Concept from American Re. It will help you
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Call: (609) 275-2100 THE WHOLE ACCOUNT CONCEPL
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Travelers names 1Booth president, COO

Richard H. Booth has been
elected president and chief operat-
ing officer at Travelers Corp.

Mr. Booth, who had been vice
chairman and chief insurance offi-
cer, replaces Edward H. Budd as
president of the Hartford, Conn.-
based insurer. Mr. Budd remains
chairman and chief executive offi-

Mr. Booth, 43, has been with
Travelers Corp. since 1976.

Other insurer changes:

Douglas A. Jensen promoted to
senior vp and Eastern field group
director from vp-marketing for
Zurich-American Insurance Group
in Schaumburg, Ill. At two other

Zurich Insurance Co. units-the

Swiss company's U.S. branch and

, American Guarantee & Liability

Insurance Co.-four vps were
named: Don Adams, Patrick
Gray, Dick Hennig and Fred
Kees.

Richard J. Roth, a senior vp-
marketing, has been named senior
staff officer-underwriting for
Arkwright Mutual Insurance Co. of
Waltham, Mass.

Warren, N.J.-based Chubb Corp.
announced that Teresa M. Stone,
formerly a principal with Morgan
Stanley & Co. Inc., joined Chubb as
a senior vp. Chubb also recently
announced these changes at its
Chubb & Son Inc. unit: Donna M.
Griffin, a senior underwriter and
manager of the Cleveland office,
named vp; Richard P. Munson, an
assistant national manager for the
department of financial institu-
tions, named vp; Doris M. John-
son, claims manager for the New
York zone, named vp; and Thomas
F. Taylor, assistant national man-
ager for the department of finan-
cial institutions and manager of
professional liability underwriting
for worldwide operations, named
VP.

James E. Malling joined MBIA
Corp., a municipal bond insurer in
Armonk, N.Y., as senior vp for cor-
porate marketing and new prod-
ucts. He had been president of
CIGNA Corp.'s CIGNA Interna-
tional Finance Inc. unit.

Gerald Clark, who has been
with Metropolitan Life Insurance
Co. since 1968, was named execu-
tive vp and a member of the corpo-
rate management office. He was
named senior vp in 1986.

Daniel N. Milazzo appointed
regional vp in charge of a new RLI
Corp. directors and officers liabil-
ity underwriting office in San
Diego. Before joining the Peoria,
Ill.-based company, Mr. Milazzo
had been with Harbor Insurance
Co. of Los Angeles.

Henry Krizl named senior vp
with Fremont Insurance Group
Inc. of Los Angeles and its workers
compensation subsidiaries: Pacific
Compensation Insurance Co.; Bea-
ver Insurance Co.; and Fremont
Compensation Insurance Co. He
had been senior vp-claims with Pa-
cific Compensation. Daniel G.
Platt also named vp at Pacific
Compensation, which is based in
San Bruno, Calif.

Mike Riney named vp-claim op-
erations in the agency and bro-
kerage group at Continental Corp.
in New York. He had been vp and
claims officer in Columbus, Ohio.

Ed Wilson promoted to execu-
tive vp from senior vp for the
Northern region with Superior Na-
tional Insurance Group Inc. of Ca-
labasas, Calif.

Anne Marie Faria elected vp-
group life and health and Eileen
T. McCarthy elected vp-client
services with New England Mutual
Life Insurance Co. of Boston.

Thomas E. Hartman appointed
regional vp with Provident Mutual
Life Insurance Co. of Philadelphia.
He had been with New England
Mutual Life Insurance Co.

Lawrence H. Schenk named vp
in the commercial underwriting

Comings & goings: industry

department with Guaranty Na-
tional Insurance Co. of Englewood,
Colo. He had been vp/underwriting
manager of specialty programs
with Reliance Insurance Co. in
Philadelphia.

Gene L. Householter appointed
vp-large account underwriting at
Blue Cross of California in Wood-
land Hills.

William J. Ackerman ap-
pointed senior vp of Southwest

Fire & Casualty Insurance Co., a
specialty company in Scottsdale,
Ariz.

Ronald B. Colby named presi-
dent of United Health & Life In-
surance Co., a United Healtheare
Corp. subsidiary in Minneapolis.
He had been vp for group pricing
and compliance with Lincoln Na-
tional Life Insurance Co.

Peter R. Kongstvedt named se-
nior vp-health care delivery for

Blue Cross/Blue Shield of the Na-
tional Capital Area in Washi ngton,
D.C. Mr Kongstvedt will maintain
his current position as president
of Capitalcare Inc., a health main-

tenance organization in Vienna,
Vva.

Reinsurance

Dorothy Combes, vp of F&G Re
Inc., the reinsurance underwriting
subsidiary of United States Fidel-

ity & Guaranty Co., is retiring as of
March 1 Ms. Combes was the Assn.

of Professional Insurance Women's

1 T
GREAT

Insurance Woman of the Year in
1979.

Robert T. McLaughlin named
vp in the claims division of Ameri-
can Re-Insurance Co. in Columbus,
Ohio. He had been an assistant vp
for the Princeton, N.J.-based com-
pany.

Hansa Reinsurance Co. of
America and StellaRe Management
Corp., which manages the Tarry-
town, N.Y ., reinsurer, announced
these changes: Scott Gottesman,
Aspasia Gruber, and Robert Lip-
perman have been named vps of

both companies 1

BE HOM E



Pollution ruling

Continued from page 3
January 1974 to March 1976.

Philadelphia-based INA, now a
CIGNA Corp. unit, wrote primary
coverage for the company from
March 1976 to March 1977.

Northbrook, lll.-based North-
brook Excess & Surplus Insurance
Co., a now-defunct unit of Allstate
Insurance Co., wrote first-layer ex-
cess insurance from Jan. 1, 1975, to
Jan. 1,1978.

None of the attorneys contacted
would disclose Outboard Marine's
policy limits. However, an attorney
for the company said it would have
had sufficient insurance to cover

the estimated $20 million cleanup

if it had won the dispute.

The EPA and the State of lllinois
both sued Outboard Marine in
1978. The cleanup therefore be-
came a known loss in 1978 that
would not be covered by a policy in
force at that time or thereafter, in-
surer attorneys explain.

The EPA amended its complaint
in 1982 in response to the Compre-
hensive Environmental Response,
Compensation & Liability Act,
better known as Superfund.

In addition to ruling on the pol-
lution exclusion, the court looked
at language in the company's lia-
bility policies that state the insur-
ers "will pay on behalf of the poli-
cyholder all sums the policyholder
shall become legally obligated to

pay as damages."

Adopting the pro-policyholder
interpretation of the term "dam-
ages," the court found that Super-
fund cleanup costs are insurable.

"The terms 'damages’ in the pol-
icy provision at issue is ambiguous
and must, therefore, be construed
in a manner favorable to the in-
sured,"” said the court.

In reaching its conclusion, the
court looked at an earlier lllinois
appellate court holding that "dam-
ages" includes cleanup costs and a
recent ruling from the California
Supreme Court that the term
"damages" includes cleanup costs
(BIl, Nov. 26, 1990; March 20,
1989).

To date, supreme courts in five

Now, after a conclusive

shareholder vote, Home Insurance is

better positioned for the future-
with new, strong European partners.

On February 12, shareholders confirmed

the sale of The Home Insurance Company.

So, The Home has a new parent now But

there's a lot thafs very much the same, too.
The fact is, we have the same manage-

ment team, the same business strategy, and

the same operating and underwriting phi-

losophies that have improved our results so

dramatically in recent years.
We think whafs happening at The Home

will be good for everybody-our policy-

holders, our agents and brokers, and our

employees.
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states-California, Massachusetts,
Minnesota, North Carolina and
Washington-have held that the
costs of cleaning up polluted prop-
erty are "damages" under the CGL
policy (BIl, June 25, 1990; June 11,
1990; Feb. 19, 1990; Jan. 15, 1990).
Only the Maine and New Hamp-
shire high courts have ruled that
they are not "damages" (BI, April
16, 1990).

Attorneys say the lllinois ruling
on the pollution exclusion is far
more important than the ruling on
the issue of "damages" because II-
linois appellate courts are so
sharply divided on interpreting the
pollution exclusion.

"This creates a clear conflict in

Illinois on the pollution exclu-

Indeed, based on the most recent indus-

try estimate from the Insurance Information
Institute, The Home's combined ratio is a

full point better than the industry average
for 1990.

And thafs the second straight year

we've outperformed the industry.

Not bad for a company whose com-

bined ratio in 1985 trailed the industry aver-
age by more than 20 points!

This turnaround has come from the

single-minded pursuit of a business strategy

that was set forth by our Chairman, President

and CEO, Jim Meenaghan:

Our 138-year-old Home

For a company that goes back to 1853, it
looks like the best is yet to come.

To explain whafs happening:

The shareholder vote on February 12

paved the way for The Home to be acquired

by Home Holdings Inc.

Home Holdings Inc. is controlled by a
consortium headed by the Trygg-Hansa SPP
Group (about 60% ownership), the largest

insurance company in Scandinavia; Indus-

trial Mutual Insurance Company (20%), the

second largest insurer in Finland; and Inter-

national Insurance Investors L.R (approx-

imately 10%).

In short, our new partners are experi-
enced, knowledgeable insurance people.

Going from good to better

The Home is in excellent shape today.

Compared to a few years ago we're a much

stronger company.

Stronger by virtually every industry yard-

stick-including underwriting performance,

operating income, and combined ratio.

"Concentrate on /arger insureds. with
more comp/ex needs. And build a
team with the kind of professional skills

and experience we need to serve this

demanding business,

Obviously, this approach has worked.
Equally to the point, the underwriting

and operating philosophies of our new
partners at Trygg-Hansa SPP and Industrial

Mutual are much like ours.

Neither they nor we have any intention

of changing a winning formula.

A few words of gratitude

Finally, to all the people in The Home

family-our employees, agents, brokers and
policyholders-we give our warmest thanks.

You kept your confidence in us. We

appreciate that loyalty and intend to repay
it by doing what we do even better.

After 138 years, ifs great to be Home.

Home Insurance

OLD PROS ON A NEW TEAM

©1991 The Home Insurance Co.

sion,” said insurer attorney
Thomas Brunner of Wiley, Rein &
Fielding in Washington, D.C.

This decision is "squarely con-
trary"” to an earlier lllinois appel-
late court ruling involving Spe-
cialty Coatings Inc., said
policyholder attorney Eugene An-
derson of Anderson, Kill, Olick &
Oshinsky in New York.

In the Specialty Coatings case,
the 1st District Illinois Appellate
Court held that the pollution ex-
clusion only bars coverage for pol-
lution that is expected or intended
by the policyholder (BI, March 20,
1989). The 1st District also held
that the exclusion does not apply
to policyholders that hire third
parties to dispose of chemical
wastes.

The state high court refused to
review the Specialty Coatings de-
cision, but may be more motivated
to review the Outboard Marine de-
cision, according to attorneys.

The conflict among lllinois ap-
pellate courts created by the Out-
board Marine decision "makes it
more likely the lllinois Supreme
Court will rule on this issue,"” said
Mr. Brunner, who filed an amicus
curiae brief on behalf of the Insur-
ance Environmental Litigation
Assn. in the case.

If the decision is reviewed by the
lllinois Supreme Court, "it could
become the leading case in llli-
nois on the pollution exclusion,”
said Outboard Marine attorney
Louis Brydges Sr. of Brydges & Ri-
seborough in Waukegan, Ill.

"The lllinois Supreme Court is
going to have to review this issue,"
said Mr. Brydges, adding that it is
simply a question of which case the
court will review.

Currently, there is an asbestos
coverage dispute before the lllinois
Supreme Court in which insurers
are raising the pollution exclusion
as a defense, he noted.

Should the court decide to re-
view the Outboard Marine ruling,
it could be consolidated with the
asbestos case, Mr. Brydges ex-
plained.

Attorneys say a consolidated
opinion would have tremendous
precedential weight inside lllinois
and would influence courts nation-
wide.

Until the lllinois Supreme Court
rules on the pollution exclusion, it
is difficult for lllinois policyhold-
ers and their insurers to determine
if there is coverage for various en-
vironmental claims in lllinois, ex-
plained attorney Katrina Veerhu-
sen, who represented Specialty
Coatings in the earlier case.

"The OMC decision makes the
water muddier than before,”
quipped Ms. Veerhusen, who is
with Kevin M. Forde Ltd. in Chi-
cago

The ambiguity among courts is
not a problem in lllinois alone:
Courts nationwide are split over
interpreting the pollution exclu-

INA attorney Paul Koepff of
Mudge, Rose, Guthrie, Alexander
& Ferdon in New York, however,
said the trend in rulings concern-
ing the pollution exclusion "is de-
finitely in favor of insurers.”

Commercial Union Attorney Jay
Krafsur added: "A clear trend in
the last several years is to interpret

'sudden’' to mean 'abrupt.’ "
Those decisions that find the

word "sudden” to mean "unex-
pected or unintended" are "result-
oriented decisions by courts trying
to do something for the policy-
holder," charged Mr. Krafsur, who
is with Rivkin, Radler, Bayh, Hart
& Kremer in Chicago.

But policyholder attorney Mr.
Anderson says 43 decisions on the
pollution exclusion now favor pol-
icyholders, while only 25 favor in-

surers.

Outboard Marine Corp. us. Liberty
Mutual Insurance Co. et al., Appet-
tate Court of lllinois Second Dis-
trict; No. 2-90-0349 & No. 2-90-
0399.



Westandbehind each
deveryonewesell.

Anyone can promise to absorb the shock of major losses.
But what happens if they're more catastrophic than anticipated?
Or one follows on the heels of another? Will your reinsurer be
ready to stand behind you? With the kind of support you need
when you need it?
At CIGNA

Reinsurance Company,
we have the resources

to cushion the impact of
wide-scale losses.

But we bring a lot
more to the table than
financial strength.

Namely, over 40
years of reinsurance
experience. As a result,
we have the ability and
the willingness to
provide innovative
solutions. In everything
from underwriting,
claims management and

actuarial services to investment counseling and loss control.
No matter what we do, we do it with a responsiveness and
commitment you expect from an aggressive reinsurance partner.
Of course, we can't eliminate all the bumps along the way.
But we can make sure the ride will never be uncomfortable.

CIGNA Reinsurance Company, One Franklin Plaza, Phila., PA 19102.

We getpaid for results:



Measuring RMIS efficiency

Determine claims management needs

EASURING.THE effectiveness.of

system is a key task facing risk
management professionals.

The user can ask a host of questions:

- "Does it work?"

« "Does it provide the information
I'm looking for when | need it?"

* Does it provide information at a
reasonable cost?”

- "Is the information reliable?"”

< "Am | able to anticipate and,
therefore, mitigate chance exposures
against the company/public entity that
I've been hired to protect?”

< "Is what | have paid-or am
paying-for this service reasonable in
exchange for what | am receiving?"

* "When something goes wrong,
how quickly and efficiently is the
problem resolved?"

Many other common sense questions
like these could be added to this list.

However, the point is obvious. One
should not invest in a risk
management information system
without expecting to get something in
return.

And, considering the time, expense
and frustration risk managers go
through in obtaining the "ideal”
RMIS, they have every right to expect
what has been promised to them by
zealous and mostly well-meaning
system vendors who advocate a
particular system.

Therefore, | feel it is a worthwhile
pursuit over the next few months to
discuss the effectiveness of a risk
management information system.

How does one measure this
intangible quality of "effectiveness"?
To start with, I'd like to center on. the
most popular and predominant
function of an RMIS: claims
management.

Before | get into this, | need to step
back and provide a larger perspective
and describe the basic components of
an ideal, comprehensive risk
management information system.

Envision this system as a pyramid.
One side of the pyramid is totally
devoted to claims exposures, while
the other sides have different
exposures.

The foundational layer of the
pyramid is data itself: pure claims
information (workers compensation,
liability, etc.) and other exposure data
(vehicles, property values, locations,
product sales, square footage,
employee classifications, etc.).

The next level is the claims
administration system, used by the
third party administrator or, if
self-administered, by the company's
internal claims department. At this
level, the focus is on actually
receiving, reserving and processing the
claims.

The third level is the claims
monitoring system, which most
vendors provide to the buying public.

Most risk management information
systems begin with this third level.
Firms will buy/lease a variety of

1111
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systems from timeshare to a PC-based
system to monitor their base exposures
(although property values and
locations may be kept on a PC-based
spreadsheet program).

Various kinds of loss runs, loss
analysis Feports and others are
generated for analysts by the risk
manager. Most insurers and TPAs will
regularly provide some type of generic
(with some customization) reports for
their clients.

The more advanced RMIS allow
on-line, ad hoc query features to
provide a variety of reports. This is the
key level on which I'd like to focus,
since most RMIS purchased or leased
have this function, which can allow
meaningful analysis of how claims
management is performed.

The fourth level in the pyramid is
interactive, combining data elements
from a variety of different source data
bases (i.e., finance, accounting,
personnel and risk management) to
provide management information
reports. This is the decision-support
level of the comprehensive RMIS and
requires a certain type of hardware
and software configuration to allow
the proper importing of data with a
minimum of difficulty.

The emergence of the structured
query language (SQL), UNIX/XENIX
operating systems and other
innovations in the software industry
allow a better degree of

communication between different

-L4411-1
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platforms of hardware and different

1 software programs, thus providing a
powerful management tool to the risk
manager.

The last level is the executive
information system, which may really
be an extension of the previous level
but has moved the risk manager and
superiors into a position where they
can, with little programming skill at
all, extract useful information at any
time using simple commands.

The executive information system is
interactive with many of the systems
throughout the company itself and
even to external vendors and sources
of information.

Describing the comprehensive RMIS
could go on for several columns, but
this is adequate to set the stage for
proper examination of the basic levels
at which claims management and
claims administration are performed.

Claims management efficiency can
be evaluated from a variety of
perspectives. For most risk
management professionals, evaluating
the quality of claims administration as
provided by an external vendor
(insurer or TPA) is the most valuable.
Self-administered organizations wish
to evaluate, in more specific detail,
certain elements of efficiency,
productivity and accuracy. In both
cases, a claims management
information system (the bottom two
levels of the comprehensive RMIS) is
of great value.

Comprehensive RMIS

Other
Exposures

6 Risk Management /

Claims Monitoring System

f Claims Administration System

U Source: Bette®y_***ns,111®,siBs._
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Again, another caveat: The best
RMIS/claims management system
cannot solve poor claims handling and
incomplete/inaccurate data entered
into the system. Too many times | have
seen quality RMIS vendors maligned
because the claims organization was
either not using the system properly or
the claims administrators were just
plain not doing their job.

Many times, a system can help
identify these problems, and | suspect
that many risk managers are not really
using the claims management
information system features of their
RMIS to do so.

What are the critical areas, then, of
identifying claims management

effectiveness? There are several:

- Efficiency in reporting a claim to
the TPA.

* Proper contact time of an injured
claimant.

- Sufficient investigation.

« Adequacy of reserves.

« Management of expense items
(litigation, medical, etc.).

* Proper claims resolution
strategies.

* Proper claims closures so as not to
affect retrospectively rated programs.

< Examiner/adjuster's case load and
productivity.

« Subrogation effectiveness.

There are probably more, but these
are some of the highlights on which |
can comment. Perhaps the most
popular and most requested feature of
an RMIS claims function is reserve
evaluation, but in my opinion that is
not the most critical. Before accurate
case reserves can be studied at all, the
risk manager must know whether or
not the claims person has received the
claim in time to do an adequate job of
investigation. Most claims
management information systems
offered today either include or can be
modified to include the
tracking/monitoring functions that

can provide this kind of very useful
data.

In future columns | will discuss

some of the ways to use one's claims
management function, and the kinds
of reports one should be looking for.
Today, especially in workers '

compensation and other casualty lines,
it is a critical area.

David A. Tweedy is a senior
consultant for Bettertey Risk
Consultants Inc. in Worcester, Mass.
He is the editor Of Bettertey Risk
Management Commentary and the
author of RMIS Update, a yearly
publication analyzing major risk

management
information systems
and vendors. Mr.
.. A Tweedy's column on
4 risk management
C information systems
appears the third
Monday Of the month.



Building insurance programs

Firms decide among different coverage options

By The Insurance Institute
of America

The following question and answer
are drawn from the curriculum for the
Associate in Risk Management
designation awarded by the Insurance
Institute Of America. They represent
the type Of question asked-and the
possible answers-in one of the three
examinations for the A.R.M
designation.

This month's question and answer,
taken from the Course Guide for ARM
56-Essentials of Risk
Financing-highlights some key
decisions an organization must make
in "marketing"” its insurance needs
and on some of the potential
advantages and disadvantages Of some
of the options it may choose.

Q: Describe (1) two significant
advantages and (2) two significant
disadvantages of each of the following
decisions that an organization may
make with respect to selecting among
insurers, their representatives and the
coverages they offer.

« An organization decides to use
just one insurance broker, rather than
several, through which to purchase its
insurance.

< An organization decides to obtain
as much of its property/liability
insurance as possible through
manuscript policies, rather than
standard policies.

< An organization decides to obtain

ARM excercises

as much of its property/liability
insurance as possible from admitted

insurers rather than from

non-admitted insurers.

A: * Relying upon only one broker

In addition, there is a greater
tendency of the broker to take the
policyholder's business for granted
because it does not face any ongoing
competition from other marketing
representatives.

A disadvantage to a company using only one insurance

broker is that there is a greater tendency of the broker

to take the policyholder's business for granted because

it does not face any ongoing competition from

other marketing representatives.

(or agent), rather than several, can
have a variety of potential advantages,
such as greater bargaining leverage
with that broker and with the insurers
it serves in securing more favorable
policy provisions and/or more
favorable settlements of specific
claims.

Another advantage to using a single
broker is greater broker familiarity
with, and commitment to, fulfilling
the policyholder's coverage and other
risk management needs.

The potential disadvantages of
relying on only one broker (or agent)
are reduced access to the great variety
of insurance companies, coverages and
insurance-related products and
services that a larger number of
brokers could provide.

- Using manuscript coverages,
rather than standardized policies, may
have such potential advantages as
broader coverages, including more
kinds of property, liability, net income
and life/health coverages against a
broader range of perils.

Using manuscript coverages also
provides the insurer with the ability to
more closely tailor coverages to the
policyholder's particular needs.

The potential disadvantages of using
manuscript coverages are the
increased likelihood of errors or
oversights in drafting the manuscript
policies.

Another disadvantage to manuscript
coverages is more limited access to
insurance companies, because

relatively few insurers are willing to

consider manuscript coverages,
especially against certain exposures.

» Seeking to use only admitted
insurers, rather than non-admitted
insurers, may have the advantage of
greater ease in securing payment for
claims. This is because the insurer and
the insured are more likely to be
within the same legal jurisdiction and,
the insurance company is also more
likely to be effectively regulated than
if the insurance company were
non-admitted (not licensed in the
poli.yholder's state).

Another advantage is the enhanced
ability to determine the insurer's
financial soundness, again because of
more effective state regulation than
that typically applied to non-admitted
insurers.

The potential disadvantages of using
only admitted insurers include the
increased cost of coverage because of
the policyholder's reluctance to use
often lower-cost coverage from
non-admitted insurers, and the
inability to purchase types of coverage
available only from non-admitted

insurers.

The sample questions and answers
used in this column are taken from the
Associate in Risk Management
designation curriculum of the IlA. For
mo-e 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.

Buyer's guide is a small firm's godsend

"The Insurance Buyer's Guide to the New

Insurance Market”

By The John Liner Organization

Book review

twice. A spot audit of workers compensation
reserving practices of the insurer dropped the

company's experience modification factor by 37%.

John Liner Press, 210 Lincoln St., Suite 700,
Boston, Mass. 02111-2491.
128 pages, $34.50

By Kevin M. Quinley

Good things come in small, if pricey, packages.
Skeptics may wonder how anyone can cover the
current insurance market in 128 pages, but the
authors of "The Insurance Buyer's Guide to the New
Insurance Market" almost pull it off. This is a very
useful, readable book that should be on the shelf of
every risk manager and insurance buyer. It is chock
full of practical ideas on structuring an insurance
program.

Most firms do not have and cannot afford a risk
manager. Thus, many small business professionals
need guidance, extending beyond the counsel they
receive from their insurance agents and brokers. For
these buyers, particularly, the guide is a godsend.
Experienced risk managers, though, may find little
that is new in this book. It does not pretend to
be a risk management guide in the sense of
addressing such topics as non-insurance methods of
transferring risk or loss control.

Since individual contributors are anonymous, the
authors' identities for this book are unknown;
presumably the book was a committee effort. It is
hard to fit a thorough analysis of the insurance
market into so few pages, but the book's authors do
a fine job.

Insurance buyers thinking about choosing, firing
or changing insurance agents and brokers will find
the book worth the price by the first chapter, "How
to Choose an Insurance Agent or Broker." This may
make your current brokers nervous, but shouldn't
if the brokers are doing the job they should be
doing.

The chapter on "Auditing Your Insurance
Program"” is a useful self-diagnostic designed to
avoid developing "gaposis" in your coverage.

The chapter on electronic data processing
coverage is very much state-of-thb-art. Businesses
increasingly are computer-dependent, and a loss of
data through power outage, computer virus or
hacker sabotage can cripple a business. As a result,
the guide's authors discuss specific types of policies
and non-insurance techniques useful in addressing
the computer exposure.

Another section on "How to Handle Competitive
Bids" is particularly interesting and packed with
practical tips for risk managers:

- How to establish ground rules.

» How to draft specifications in your request for a
proposal.

« How to evaluate proposals.

A chapter on workers compensation explains
ways that insurance buyers can double check the
classification systems underlying their premium
computation.

In one instance, the guide recounts, a medical
center's insurer reported reserves for some claims

Premium savings in one year's policy amounted to
$74,000. That should send plenty of risk managers
scurrying back to their loss runs!

On some specific lines of coverage, the authors
even recommend specific insurers. This is extremely
helpful. However, it also invites a situation in which
the book can become quickly outdated when the
insurance market changes, as it doubtlessly will.

A few weaknesses mar the guide. It does fixate on
insurance as the means of addressing risk, but does
not set out to do more. While the writing style is
pithy and to the point, some readers may be
unsatisfied and view John Liner's effort as a
Chinese food approach to insurance
management-after 30 minutes you're hungry again.
Those looking for a more scholarly slant will be
disappointed.

The newness of the slant is both a strength and a
weakness. Timeliness is a virtue, and the book
succeeds in being up-to-date. On the other hand,
the risk is that the suggestions can become outdated
by events, especially if and when the insurance

market hardens.

Kevin M. Quintey is vp of risk services for
MEDMARC Insurance Co. Risk Retention Group
Inc. and subsidiary Hamilton Resources Corp., both
of Fairfax, Va. Mr. Quintey holds the Chartered
Property & Casualty Underwriter and Associate in
Risk Management designations.
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New insurance regulators in three states

Newly elected Republican gover- Dr Newton, however, reported through an invasion of privacy, the
Nnors in Ohio and Minnesota re- Around the States to Allian=z and to the Workers court said
cently appointed insurance regula- Compensation Appeals Board that Mr Urbaniak's estate can seek to
tors, while lllinois' new GOP Mr Urbaniak informed him of his recover special damages and puni-
g:;e;::;::itzfmed an acting in- State UST prog ram $5,600 per. site, according to Front st-atus,-said Ms Summers, whc? IS tive damages .
Royal Vp Bill Gulledge with Bien, Summers & Dale in However, because Mr Urbaniak
Ohio Gov George VVoinovich OLYMPIA, Washington-Owners The standard deductible for pe- Oakland, Calif has died, his estate cannot recover
named Harold T Duryee as direc- and operators of underground pe- troleum marketers is $15 000, he In his report to the Workers damages for his emotional distress,
tor of the state Department of In- troleum storage tanks in Washing- said Compensation Appeals Board, Dr the court ruled
surance ton now can buy pollution liability The coverage is written on a Newton said the virus could be -By Louise Kertesz
Mr Duryee, 60, most recently insurance that is reinsured by the first-collar basis, so the insurer contributing to Mr Urbaniak's
was a consultant in government re- state pays tnat amount and then collects headaches and shoulder and back . -
lations and federal property insur- The state, which is reinsuring the deductible from the policy- pain ngh_rISk health cover
ance programs amounts excess of $75,000, is holder Allianz terminated his workers SPRINGFIELD, Il -lllinois’
From 1986-1990, he oversaw the charging insurers writing the pol- The minimum premium for pe- comp medical benefits and offEred medical insurance program for
National Flood Insurance Program lution liability policies 1% of pre- trole im marketers buying a him a $5,000 settlement, which he high-risk individuals who other-
as federal insurance administrator mium Lloyd's pO11Cy IS $2,500 per policy, accepted wise are uninsurable expects to
for the Federal Emergency Man- Several experts estimate that re- according to Roy Arnold, senior vp Mr Urbaniak then sued Dr incur a $20 million deficit for fiscal
agement Agency Before that, Mr insurance for this kind of risk of Sedgwick James Newton, Allianz and its attorneys, 1991, but the deficit is within ItS
Duryee served two years as the usually would cost between 40% The minimum premium for non- claiming invasion of privacy under budget
federal agency's executive deputy and 60% of premium marketers is $1,500 Deductibles the California Constitution and the The Comprehensive Health In-
administrator The insurers' savings are passed can range from $5,000 to $60,COO, AIDS confidentiality statute, Ms surance Plan reported a $10 1 mil-
Mr Duryee also was deputy ad- on to tank owners and operators but tie standard deductible IS Summers said lion deficit for fiscal 1990
ministrator of the Ohio Bureai through lower premiums, said $10,000, he said A San Francisco Superior Court Limiting admissions helped keep
of Workers' Compensation from James Sims, director of the Pollu- Coverage also is written on a Judge granted summary judgment the plan within budgets approved
1977 to 1984 In addition, he tion Liability Insurance Agency first-dollar basis to the defendants and dismissed by the General Assembly and gov-
served as executive director of the Washington's PLIA bears no rela- -By Deborah Shalowitz the case in 1988 ernor, which allocated general rev-
Ohio Republican Party from 1970 tion to the pollution reinsurance After Mr Urbaniak died, his es- enue to cover anticipated deficits,
to 1977 ool with the same acronym that - - tate continued the suit said Richard W Carlson, executive
He has served on the Ohio Elec- v’\jent out of business in 19y89 (Bl, AIDS pnvacy rullng In reversing the dismissal on lan director of CHIP
tions Commission and the North Jan 16, 1989) SAN FRANCISCO-A physician 14, the appeals court ruled that Dr As of Dec 28, 1990, CHIP in-
Canton City Planning and City Front Roy al Group Inc of hired by a workers compensation Newton's disclosure constituted an sured 4,361 residents and had of-
Charter commissions MelLean, Va, and underwriters at insurer may be sued for violating a "improper use" of confidential in- fered coverage to 169 more An-

Mr D u ryee gra du a ted from Lloyd's of London, represented by worker's privacy rights by disclos- formation under California's right- other 941 people were on a 10- to
Kenyon College in Gambler, Sedgwick James of Washington ing in workers comp litigation that to-privacy law and provides the 12-month waiting list

Ohio Inc in Spokane, have agreed to sell the worker had the virus that basis for a suit Coverage is written primarily for
Minnesota Gov Arne Carlson the policies The insurers were causes AIDS, a state appeals court But a suit under the AIDS confi- individuals, but employers with 10
named Bert J McKasy as commis- selected after the state sent out has ruled dentiality law was not allowed or fewer employees may partici-
sioner of the Minnesota Depart- a request for proposals last But in California's first ruling on The court said that law iS limited pate if at least one individual qua-
ment of Commerce spring liability for HIVV-status disclo- to improper disclosures of blood lifies for the coverage (Bl, Jan 23,
Mr McKasy, 49, served the pre- Both companies erpected to sures the 1st District Court of Ap- tests 1989, Feb 1, 1988)
vious two years as chief of staff begin writing policies last month peal m San Francisco ruled that In addition, the court uphelc the New employees of larger com-
for Minnesota Sen David Duren- Under the program, Washington the insurance company cannot be dismissal of the suit against Al- panies may also be eligible if the
berger acts as the reinsurer, covering sued by the estate of the now-de- hanz and its attorneys No evi- employer's health plan will not
In addition, he was a member of cleanup costs that exceed $75,000 ceased worker dence indicated either one knew cover them
the Minnesota House of Represen- per occurrence Policy limits can Improper disclosure, the appel- the information had been obtained -By Meg Fletcher
tatives from 1982 to 1988 be as high as $1 million per oc- late court also ruled, did not vio-
Mr McKasy also has held man- currence/$2 million aggregate late a 1985 state AIDS confiden- H
agement pc))/StS with First Trust Policies cover ong—gsitegand offsite tiality statute I n S u re rS fa Ce CI a I I I I S
Co in St Paul and Fritz Co, a cleanup costs The worker, Gary Urbaniak, had

diversified candy and tobacco In addition, policyholders are tested positive for the human Im- - -
wholesaler provided $100,000 of legal defense munideficiency virus, which by patl en t of d en tl St
Mr McKasy also founded and coverage outside of policy limits caus€s acquired immune deficiency
owns a corporate travel agency The state funds ItS costs through syndrome He suffered a disabling
He received a law degree from three mechanisms a 05% tax on head injury in 1985 while working Wh o CO n tra Cte d AI D S
the University of Minnesota -n the wholesale value of petroleum as a printing press operator for
Minneapolis and has practiced cor- products as they enter the state, Lesher Communications Inc of
porate law interest on the funds it has col- Walnut Creek, Calif By CHRISTINE WOOLSE Montgomery of Montgomery &
Mr McKasy also has served as a lected and not spent, and the rein- He filed a workers comp claim, Larmoyeux in West Palm Beach,
director of several organizations surance premiums later agreeing to be examined by INDIANTOWN, Fla -A man Fla Montgomery & Larmoyeux
including the St Paul Area Cham- Officials will activate the petro- Dr Frederick H Newton, who was who was infected with the AIDS represents all three patients
ber of Commerce, the Ramsey leum tax as needed to maintam a hired by Alhanz Insurance Co of virus by a Florida dentist is seek- Mr Driskill's lawsuit alleges
County Bar Assn and the Minne- PLIA fund balance of $7 5 million Los Angeles ing at least $1 million in damages that CIGNA was negligent in al-
sota World Trade Center to $15 million After equipment used in the from his dental preferred provider lowing Dr Acer to continue to
Ilinois Gov Jim Edgar named PLIA also partially reimburses exam inadvertently drew blood organization and the dentist's mal- treat patients after he was diag-
James W Schacht, the chief deputy tank owners and operators if nec- from Mr Urbantak, he warned a practice insurer nosed with AIDS
director of the lllinois Insurance essary for costs of tests needed to nurse in confidence that the equip- Richard Lee Driskill is one of "CIGNA Dental Health of Flor-
Department, as the departmen:'s determine insurance eligibility ment should be sterilized because three people that federal authori- ida Inc referred the Driskill family
acting director Prices val-3 depending on the he was HIV-positive, according to ties believe contracted the virus to Dr Acer and represented that he
The action followed the resigna- number, location, age and quahty Elizabeth Summers, a lawyer for that causes acquired immune defi- was competent in all respects to
tion of Insurance Director Zack of the tanks, both insurers said the estate of Mr Urbaniak, who ciency syndrome during tooth ex- practice invasive dentistry even
Stamp, who is opening an office in For example, premiums for a died in 1989 tractions performed by a Stuart, though he knowingly continued to
the state capital of Springfield for pollution liability policy from Mr Urbaniak said he did not tell Fla , dentist The dentist, Dr practice with HIVV and AIDS,"” Mr
the Chicago-based law firm of Pe- Front Royal Group for a petroleum Dr Newton that he was HIV-posi- David J Acer, died of complica- Montgomery said
terson & Ross marketer with five or fewer tanks tive but that the doctor learned of tions from AIDS in September The suit further alleges that Dr
-By Meg Fletcher per site would range from $2,200 to It from the nurse 1990 Acer "failed to implement and
Mr Driskill's complaint, filed maintain infection control proce-
Feb 14 in the 19th Judicial Circuit dures in his office to protect his
MARCH Court of Martin County, seeks un- patients "
CLOSINGS S ET YO U R DAT E S specified damages from CIGNA A CIGNA spokeswoman would
Dental Health of Florida Inc, a say only that the Philadelphia-
PPO unit of CIGNA Corp to which based insurer had been served with
Dr Acer belonged the suit Continental Casualty
Mr Driskill also seeks $1 million would not comment
issue March 18
from Continental Casualty Co a The Department of Health and
unit of CNA Financial Corp in Rehabilitative Services and the
Chicago that wrote medical mal- Centers for Disease Control in At-

closing March 6
conference report International Capive & Reinsurance Forum
demographic section Insurer Topics Insurer-Agency Relations

practice insurance for the dentist lanta issued a report in January
issue March 25 Another patient, Kimberl> Ber- that Identified Mr Driskill as one
closing March 13 galis, sued the dentist's estate and of three people the dentist infected
issue April 1 the same insurers in October (B|, with AIDS during tooth extrac-
closing March 19 Nov 5, 1990) Continental Ca- tions The report also identified
editorial feature Benefits Plan Design & Administration - Directory Emplo,ee Benef,tinfosystems sualty last month settled Ms Ber- Ms Bergalis and Ms Webb
demographic section Agent/Broker Topics Compensation & Incentives galis' action for $1 million "The CDC reported that there

A third patient, Barbara Webb, a was a 99 94% probability based on
retired teacher for the Martin DNA sequencing tests that he con-
County School District, had r ot yet tracted HIV from Dr Acer,”
filed suit as of last week, her attor- cording to Mr Montgomery The

issue April 8

closing March 27
ac-

neys said Centers for Disease Control dis-
= Mr Driskill is a citrus worker missed the possibility of any other
=TT e B . who was covered by a contract his risk factors, Mr Montgomery said
10711 1= 13 14 15 16 o v Chicago Los Ao usiness wife's employer-the Martin Mr Driskill's wife and daughter,
17 18 19 20 21 22 =23 os Angeles . i X
IR (12) 210 0228 (312) 649.5276 (213 651 3710 Insurance County School District-had with who also were patients of Dr Acer,
o Fax (212) 210-0704 Fax (312) 280 3189 fax (2131 655-81".7 o pcohon of Cruln Commun,cahons t < CIGNA Dental Health of F_orida, have tested negatively for the HIVV

according to his attorney, Robert virus
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Lloyd's members' losses grow

Feltrim's names

More syndicates

to seek

By STACY SHAPIRO

LONDON-Cash calls on Lloyd's
of London members will be in
vogue this year as Lloyd's syndi-
cates close their 1988 underwriting
accounts under the market's three-
year accounting system.

Although 1988 is expected to be
a profitable year overall for
Lloyd's, cash calls already are
being calculated for syndicates
that have left past accounting
years open, including Lloyd's lar-
est syndicate.

That syndicate, managed by

cash calls

Merrett Underwriting Agency
Managemen: Ltd., may close its
open 19E 5 account this year but
not before asking syndicate mem-
bers for about 70 million pounds
($136.5 miillion) in a cash call.

Also, two syndicates managed by
John Poland (Managing Agency)
Ltd. recently told members to ex-
pect a $12,0 million c:ash call by
June 30 this year to boost reserves
for known and unknown asbes:os
and pollution losses stemming
from open 1985 accounts-

Other .syndicates-especially
syndicates writing marine cover-

E.C. proposal
contains tough
cleanup rules

By WILLIAM PITT

PARIS-Assurpcl. th€ French re-
insurance pool for pollution risks,
paints a bleak pie:ure for Euro-
pean insurers and businesses if the
European Community approves
proposed pollution cleanup re-
quirements.

In a paper dis-
tributed at the
Assure Expo con-
ference in Paris
earlier this
month, Olivier
Bezier, a divi-
sional director of
Assurpol, said
that the Euro-
pean Commissicn-which has is-
sued the proposah-risks making
pollution claims uninsurable.

The E.C. proposal that so alarms
Mr. Bezier and his colleagues
would expose insur€rs to unlimited

ke:,A

ASSURE-- prod uce waste

liability for pollution caused by
policyholders, he said.

JI'he proposal is contained in
amendment No. 27 to the Euro-
pean Commission draft directive
or: public liability for damage
caused by waste products. The

proposed airective would impose
both strict liabil-

ity and joint and
several liability
for all companies
in the European
Community thar

, Novwv.
1989). The mea-

sure would set a

-EXPO

statute of limita-

tion of three years from the time of
damage or injury and 30 years
from the time of an incident that
leads to damage or injury.

Since Amendment No 27 was ta-

bled last summer, European insur-

age and London market excess-of-
loss retrocessions-will seek cash
from their members to close their
1988 accounts because the syndi-
cates were hit by a string of ma-

rine losses that year, including the
Continued on next Page

Photo by William Pitt

Assure Expo drew more than
27,000 attendees to the CNIT
Conference Centre near Paris.

ers have been lobbying for its elim-

ination.

Mr. Bezier argued that the
amendment would create an en-
tirely new risk for insurers. It
would "compromise the insurabil-
ity of the liability system with a
mass of potential claims that in-

Continued on page 25

By CAROLYN ALDRED

LONDON-LIloyd's of London
members are investigating the re-
insurance arrangements of several
excess-of-loss reinsurance syndi-
cates that were forced to close last
year following massive losses.

A group of members of syndi-
cates 540, 542 and 847, formerly
managed by Feltrim Underwriting
Agencies Ltd., have formed an ad
hoc steering committee to investi-
gate the causes of the syndicate
failures.

The closures were announced

-- study reinsurance

late last year when the Corporation
of Lloyd's agreed to set up a runoff
company-Additional Under-
writing Agencies (No. 7) Ltd.-to
manage the syndicates' runoff (Bl,
Nov. 19, 1990).

Syndicate losses are estimated to
far exceed $250 million for the
1987 through 1990 underwriting
vears.

Up to 2,000 members belonged to
the Feltrim syndicates. Some mem-
bers' agents fear the syndicates’
saga will turn into a crisis to rival
the Outhwaite debacle, in which

Continued on next page

LONDON

Coleridge foresees
more acquisitions
of Lloyd's agencies

LONDON-The past three years
have been financially difficult for
Lloyd's of London syndicates, but
the current hardening of rates in
many sectors of the market will
ensure better results over the next
few years, said the chairman of
Sturge Holdings P.L.C.

Financial problems among
Lloyd's managing agents could
help Sturge make acquisitions this
year, said David Coleridge, who is
chairman of Lloyd's as well as
chairman of Sturge.

"Many Lloyd's agencies will find
the next two or three years ex-
tremely difficult as profits are
squeezed by increasing expenses
and severely reduced profit com-
missions. For some of these agen-
cies, with their own expertise and
other intrinsic advantages, there
may be attractions in combining

with a group like ours,"” Mr. Co-
leridge said at Sturge's annual
general meeting.

Since 1988, many syndicates, in-
cluding those managed by Sturge,
have suffered from excess capac-
ity, low rates and high natural and
other catastrophe losses, Mr. Co-
leridge said.

Total underwriting capacity for
Sturge syndicates for 1991 in-
creased to 1.24 billion pounds
($2.43 billion at current exchange
rates), compared with 1.19 billion
pounds in 1990 ($2.3 billion at
year-end exchange rates), said Mr.
Coleridge.

"Looking forward, however, we
are confident that, in many sectors
of the market, rates will continue
to harden and allow the syndicates
once again to produce a reasonable

Continued on page 27

IRA bombs spur rail security measures

=l1l.

AP/Wide World Paoto

Debris litters London's Victoria Station where a terrorist bomb

explosion killed one person and injured about 40 others last week.

By CAROLYN ALDRED

LONDON-British Rail is in-
creasing security and safety mea-
sures at.all of its mainline London

rail stations following terrorist
bomb attacks at two London sta-

tions last week.
At least one passenger died and
about 40 were injured-many

. seriously-when a bomb exploded

at Victoria Station at the height of
the Monday morning rush hour.
Four hours earlier, an explosion
had damaged the roof at Padding-
ton Station. No one was injured in
that explosion.

The Irish Republican Army has
claimed responsibility for both at-
tacks.

At Victoria Station, the bomb
was planted in a trash can on the
station concourse.

As a result, trash cans are being
removed from all mainline London
railway stations, a British Rail
spokesman said last week.

The British Rail spokesman
would not comment on other secu-
rity measures, saying only that
railroad officials are consulting

with police.

Threats related to the Persian
Gulf War had already prompted
public transportation officials to

tighten security.,
The incidents caused chaos for

commuters and have increased
concern about how to protect the
public from indiscriminate terror-
ist attacks.

While police and bomb squad of-
ficers were handling the Padding-
ton bomb, the London Transport
Travel Centre received a suspicious
phone call at 7 a.m.

The caller, a man with an Irish
accent who claimed to be from the
IRA, warned that bombs would ex-
plode at all mainline stations in 40
minutes.

The bomb at Victoria Station ex-
ploded at 7:46 p.m. as police
searched the station.

All 14 London mainline stations

were then closed to the public,
causing massive disruption to
about 500,000 commuters.

Some mainline stations outside
of London, like the Southampton
station, also were closed for
searches. And Heathrow Airport

was closed for several hours Mon-

day afternoon as a result of a bomb

Meanwhile, the British Railways
Board, which governs the state-
owned railway, must wait to see
whether its third-party liability in-
surance and property insurance
programs will cover claims from
last week's attacks.

However, market sources say
that claims probably will not ex-
ceed the railroad's liability and
property insurance deductibles.

British Rail has more than 100
million pounds ($196 million) of
third-party liability coverage with
a 10 million pound ($19.6 million)
deductible for any one loss or se-
ries of claims arising from one oc-
currence, sources say.

The first 25 million pound ($49
million) layer above the deduct-
ible is led in the London company
market by Guardian Royal Ex-
change P.L.C. and at Lloyd's of
London by underwriter Michael
Payne of syndicate 683. The re-
maining coverage is placed with
ACE Ltd. and X.L. Insurance Co.,

Continued on page 27
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Cash calls

Continued from pretious page
$1.4 billion Piper Alpha Nor.h Sea
oil platform disaster.

Some syndicates in the marine
market "will take a bath,” com-
mented one Lloyd's underwriting
agent.

In addition, as many as 40 syndi-
cates are expected to make cash calls
this year for the 1989 underwriting
year, which does not close until the
end of 1991, primarily because of the
$4 billion in losses from Hurricane
Hugo. And other underwriters are
expected to make cash calls by July
for the 1990 accounting year, which
does not close until the end of 1992,
primarily due to the $8 billion in
losses from 1990 storms in Europe.

Therefore, underwriters may take
advantage of 1988 profits to ask for
cash now for the 19E9 and 1590 ac-
counts so that members can offset
their future losses by this year's
profit, underwriting agents say.

For example, syndicate 216. man-
aged by Devonshir€ Underwriting
Agencies Ltd., has notified membens
that a 20.6 million pound ($40.4 mil-
lion) cash call will be made March 1
for the 1989 accounting year.

"It is primarily a question cf Hur-
ricane Hugo which will stem from the
Caribbean and North America," said
Brian Peters, joint managing director
of Devonshire. 1989 'is going:o be a
disastrous year for the market There
may be 20,30 or 40 syndicates that
have to make cash calls."

Syndicate 384, managed by Ara-
gorn Agencies Ltd., has also noti-
fied members they will be asked t)
pay 30% of their premium income
in 1989 in a cash call due July 1.

"Certain syndicates are making
50% cash calls and others are mak-
ing =alls 1 1990," said Alistair Wal-
lace, chairman 01 Aragorn.

"Lloyd's anticipates a number of
cash calls this year," confirmed the
Lloyd's spokesman. "There is not a
lot of money slosning abcut. '

All syndicates must file 1988 re-
sults by the er i of May, so that
Lloyd's can calculate results of the
entire market by m.d-June.

However, some underwriting agen-
cies already hare warned members
about th€ir syndicates' results.

For example, Merrett Syndicates
Ltd. this month sent a note to all
members explaining the latest po-
sition of the 198E open year of marine
syndicat€ 418/4r, managed by sister
managing agency Merretf Under-
writing Agency Management Lid

Syndicate 418,417, the largest syn-
dicate at Lloyd's, has kept its 1983
accounting year ipen until it settles
its disputes ove: runoff reinsurance
policies. Last year, the 4,000 mem-
bers of the syndcate were asked to
pay a tc tal of 35 million pounds
($55.1 million at applicable exchange
rates) to cover Losses OBI, June 11,
1990)

MUAM has sad:hat it would close
the 1985 syndicce acecunt if all the
runiff reinsurance policy disputes
are settled, explaned Dennis Purkiss,
an underwriter cn sub-syndicates cf
418.'417. Only one runoff pilicy dis-
pute rem ains to be set:led and "we
are hopeiul of doing that this year,"
said Mr. Purk-ss, which means
MUAM could ckse the 1983 year by
the end of May.

Syndicate 416'417, how€ver, may
ask for a substantial cash call if the
1935 account is closed, warned the

AL | AN
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members' agency.

"The managing agent is in no posi-
tion, at this stage, to confirm the
amount of reinsurance premium
which would be required to secure
the equitable final closing of this
open year," stated the members’
agency. However, the members'’
agency "feels sure that the final clos-

ing of the 1985 account must require
a further cash call on names.”

According to a schedule enclosed
with the letter to members, Merrett
Syndicates Ltd. calculates that the
cash call could equal 40% of the pre-
mium income each member wrote in
1985. As syndicate 418/417 had a
premium income capacity of 174.8
million pounds ($328.6 million at ap-
plicable exchange rates) in 1985, the
members could pay as much as 69.9
million pounds ($131.1 million at
current exchange rates).

The members' agency stresses.
however, that "these estimates repre-
sent our worst-case guess in the com-
plete absence of any formal figures
from the managing agent and reflect
our desire to enable you to have the
option of some flexibility in your fu-
ture financial planning. For this rea-
son we have determined, we hope, to
err on the side of caution.”

Meanwhile, managing agent John
Poland Managing Agency Ltd. earlier
this month announced to members

and their members' agents that syn-
dicate 105/106/109 and syndicate
108/768 may ask for cash calls on
July 1 totaling $120 million to boost

reserves for asbestos and pollution
claims.

The estimates of $80 miillion for
syndicate 105/106/109 and $40 mil-
lion for syndicate 108/768 were
derived from an actual-ial repon by

To cut your downtime, our
specialists handle both the
appraisal and adjusting).And
they have experience-based
expertise in such areas as
construction, mining, logging,
precision machinery farm
and marine equipment.

To give your claims a fast
start, report them to one of
our four conveniently located
regional offices, for referral to
the nearest adjuster with the
right expertise.

Ask for our Claims Directory
and more information. Please

contact:

Michael I. (YMalley

Assistant Vice President

Continental Loss Adjusting
One Continental Drive

Cranbury, N j 08570-0001
Tel: (609) 395-2368
Fax: (609) 395-6303

- Continental
Loss Adjusting s

There when it counts.

accountant Ernst & Young that gives
a range of low, medium and high es-
timates of the "amount required to
meet all known and unknown liabili-
ties based on the most recently avail-
able data concerning asbestos and
pollution claims for the United
States," John Poland stated.

The Ernst & Young report shows
that marine syndicate 108-6ne of
the longest-established syndicates at
Lloyd's-and its incidental non-ma-
rine syndicate 768, established in the
1950s, have reserves of about $56
million at year-end 1989 and need to
boost reserves to about $96 million.
The losses stem primarily from syn-
dicate 768.

Ernst & Young's reserve estimates
for pollution claims are substantially
higher than for asbestos bodily injury
and property damage claims, how-
ever, mainly because liability policies
on which asbestos losses have oc-
curred are being exhausted. Asbestos
loss reserves should total $13.4 mil-
lion, while pollution loss reserves
should reach $55 million, says the
Ernst & Young report. Reserves for
other types of losses total $27.6 mil-
lion.

Ernst & Young estimates that syn-
dicate 108/768's cash call should be
$23.5 million at July 1, but John Po-
land is asking for the entire reserve
deficiency of $40 million.

The report also shows that non-
marine syndicate 105/106/109 has re-
serves of $83 million but should have
reserves of nearly $162.3 million.
Pollution claims comprise about half
of the syndicate's losses.

Ernst & Young recommends a cash
call for syndicate 105/106/109 of

Feltrim losses

Continued fTom previous page
hundreds of members are suing rnem-
bers' agents for placmg them on loss-
riddled syndicate 317/661 managed
by R.H.M Outhwaite (Underwriting
Agencies) Ltd.

Members of the Feltrim commit-
tee, however, say that they are try-
ing to explore other "avenues" of
dealing with the problem before con-
sidering litigation.

Feltrim syndicate members charge
that the losses are so large that rein-
surance arrangements must have
been negligently inadequate.

Members also claim that they were
given no indication of the extent of
the losses until 1990, even though the
syndicates had taken heavy losses as
early as 1987.

Most members knew "the syndi-
cates were high-risk XL syndieates,
but one would equally expect that
they would be run by people of more
than average competence," said Peter
Uttley, a member of the Feltrim
Names' Committee.

"People who are members of
Lloyd's are in the business of ac-
cepting losses as well as profits. We
have no quarrel with that. But in this
instance it would appear that there
have been weaknesses in the reinsur-
ance arrangements. . .We are not

looking at normal losses, we are

looking at negligence," he charged.

"The reinsurance was not planned
as it should have been by a reason-
able and prudent underwriter,” he
contends.

Members face losses averaging
100% to 300% of the underwriting ca-
pacity they put up-far too high even
for a high-risk catastrophe reinsur-
ance syndicate, said Colin Hook, act-
ing chairman of the steering commit-
tee.

"Our quarrel is not that we have
sustained a loss but that had the
reinsurance been in place in a proper
way the loss would have been con-
tained in a reasonable manner, ' Mr.
Uttley said.

Members, however, should know
that high-risk excess-of-loss catas-
trophe syndicates are quite capable
of making large losses as well as large
profits, said Tony Berry, managing
director of Lloyd's underwriting
agency Cotesworth Berry Ltd., which

-is-advising AUA No. 7 on the Feltrim

$50.4 million, but John Poland is
making a cash call of the entire re-
serve deficiency of nearly $80 mil-
lion.

In both cases, Ernst & Young also
has recommended the purchase of
time-and-distance reinsurance poli-
cies that would pay some of the out-
standing losses when they come due.

The members of the two John Po-
land syndicates so far have faced
cash calls totaling about 20.5 million
pounds ($40.2 million at current ex-
change rates). About 100 members
are suing John Poland and 20 mem-
bers' agents that placed them on the
syndicate in High Court in London
for negligence and breach of duty
(Bl, Dec. 3, 1990).

"Our names have been aware for
some time of problems associated
with the open years on these syndi-
cates and we have been very con-
scious of the need to keep them as
fully informed as possible to mini-
mize the fear of the unknown," stated
John Poland Managing Director Tre-
vor Bradley. "I believe that this
(Ernst & Young) report represents a
realistic assessment of the scale of the
liabilities."

John Poland does not expect to
close these two syndicates' 1985 ac-
counts until at least Dec. 31, 1994,
"when more information should be
available about the development of
asbestos and pollution claims," the
agency states.

"While | am confident that we shall
not have to make any further cash
calls before Dec. 31, 1994, | cannot
give any assurance that further calls
will not eventually be required," Mr.
Bradley added. /

syndicates’ runoff.

"There are many high-risk XL
syndicates at Lloyd's which expose
members to 100% of their under-
writing capacity, and if you have
three years of heavy catastrophe
losses, members can lose up to 300%
of their capacity,"” Mr. Berry said.

"If you look at 1989-which saw
Hurricane Hugo, the Philips Petro-
leum loss and the Exxon Valdez spill
-you have more than $10 billion in
losses. Someone has to pay," he said.

Meanwhile, Feltrim members also
are concerned that they did not know
of losses sooner, said Mr. Hook. "It
seems rather strange that 2/2 years
after underwriting losses began, the
losses come to light.

"We were aware that the 1987
windstorm and the Piper Alpha (oil
platform) loss were going to hit
Lloyd's badly, but what was not ap-
preciated was the extent to which the
syndicates had failed to get reinsur-
ance properly in place," he said.

The steering committee plans to
meet with Lloyd's executives, direc-
tors of AUA No. 7 and members’
agents.

"One of our tasks is to meet as
many people as possible and find
out Lloyd's attitude and what help
they are prepared to give us," said
Mr. Hook.

In addition, the steering commit-
tee will be contacting as many Fel-
trim members as possible, seeking
support for a general meeting of

No suits are planned, they say.

Several groups of Lloyd's mem-
bers already are taking legal action
over huge losses sustained by the
Outhwaite syndicates and others, and
litigation by members is becoming
far more frequent.

"We are not a committee set up
to lead a 'Charge of the Light Bri-
gade' into the courtroom. We are
looking at other forms of solution
first,” said Mr. Uttley.

"We do not want to create prob-
lems for Lloyd's, but we want to
see that names are given a fair deal
if there has been negligence,"” Mr.
Hook pointed out. "If you look at
past situations, chances are that it
will come to litigation. But we hope

that there are other avenues that can

be explored_" 1



E.C. proposal

Continued from page 23
surance would be unable to mas-
ter."”

Patrick Peugeot, chairman of
Paris-based Societe Commerciale
de Reassurance S.A., France's lar-
gest reinsurer, said that as Europe
develops pollution liability stan-
dards, "the American experience is
full of implications for us."

Mr. Peugeot said he hopes Euro-
pean insurers and major commer-
cial policyholders might cooperate
to produce a "formula for a techni-
cal audit" of all of a policyholder's
pollution risks. Such rigorous
forward planning might help avoid
the "laxity" that led to disasters
like the massive pollution of the
Rocky Mountain Arsenal in the
United States, he said.

Cleaning up the arsenal will cost
the U.S. Army and Shell Oil Co. an
estimated $750 million to $4 billion
(BIl, March 27, 1989). And a jury
ruled in 1988 that Shell has no cov
erage for its share of the costs (Bl
Dec. 26, 1988).

"The role of insurance is to ana-
lyze the situation as far upstream
as possible," Mr. Peugeot stressed.

But, insurers and risk managers
at Assure Expo said the incentive
to do a "technical audit” like that
proposed by Mr. Peugeot and to in-
sure identified risks depended on
the penalties for "laxity."”

Alain Perroy, the director re-
sponsible for environmental issues
at Rhone Poulenc S.A., a chemical
firm based in Courbevoie, France,
said "the government should lay
down the rules of the game."

But national governments are
eager to avoid penalizing their own

industry with costly anti-pollution
measures if rival economies are not

doing the same.

Phillipe Rocard, head of the in-
dustrial environment division of
the French Ministry of the En-
vironment, admitted that "one of
our problems is knowing how fast
to impose things. The investment
required from a company is some-
times very high. Should it be made
over one or three years?"

Another problem identified by
Mr. Rocard was learning the views
of the French public on environ-
mental responsibility. "It is easier
for us to understand the views of
industrialists, harder for us to un-
derstand the views of the general
public. So we are carrying out
polls and meeting representatives
of environmental bodies," he said.

The French government's eau-
tious approach has so far put no
strain on the country's liability in-
surance system.

Assurpol, which is composed of
50 insurers and 15 reinsurers, was
founded in 1989 and last year
wrote a modest 11 million francs
($2.1 million at year-end exchange
rate) in premiums.

Mr. Bezier told Business Insur-
ance that Assurpol's premium vol-
ume is expected to rise to between
17 million and 18 million francs
($3.3 million to $3.5 million at cur-
rent exchange rates) this year.
"We're still small but we're grow-
ing fast," he said.

The members of Assurpol offer
pollution liability insurance limits
of 130 million francs ($25.7 mil-

lion). Coverage is site specific and
is written for industrial risks in

France, French territories and Mo-
rocco. Assurpol covers sudden and
accidental, as well as gradual, pol-
lution; reimbursement of cleanup
costs; defense costs; and third-
party damages resulting from fire
or explosion (B, Jan. 21).

A 1976 French law subjects some
50,000 industrial and agricultural
installations, ranging from abat-
toirs-or slaughterhouses-to zir-
conium processing plants, to pollu-
tion regulations. But, Assurpol's,
relatively low premium volume
suggests that the bulk of these bu-
sinesses do not perceive a need for

special pollution coverage.

That could change dramatically
if France enacts the E.C. directive
containing amendment No. 27, Mr.
Bezier suggests. Under the amend-
ment, each installation would be
required to have 70 million Euro-
pean Currency Units ($95.9 mil-
lion) worth of liability insurance
limits per occurrence, plus 50 mil-
lion ECU ($68.8 million) in limits
for cleanup costs, he said.

Mr. Bezier argued that the cost
of insurance in these circum-
stances would "doubtless prove
prohibitive for businesses."

Insurers continue to lobby
against the amendment, he said. |
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Lloyd's negotiating to join bourse

By WILLIAM PITT

PARIS-The Council of Lloyd's

of Londaon Il'ma taken a
tiative to help Lloyd's syndicates

major ini- -

The Bourse des Risques Indus-
triale is an exchange writing
French commer-
cial property in-
surance busi-

attract new business from France, ASRRE-- ness. Members

ferred to allow individual syndi-
cates to build their own bridges
into new or unexploited markets.
But Quentin Paillard, Lloyd's rep-
resentative in Paris, is now nego-

tiating for Lloyd's to join the Paris
fire insurance bourse.

Llog/d's traditional(ljy has pre- ==m==CAPU of the bourse op-
u

erate a line slip

similar to a Lloyd's slip, although

the Bourse's underwriters are not

all located in one room or building
as at Lloyd's.

Premiums and claims payments

are processed by the Bureau Cen-
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Industrial Risk Insurers, Hartford, Connecticut
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tral de Reassurance, which an-
nually processes nearly $2 billion
of gross premiums.

Sturge Lloyd's Agencies Ltd., a
subsidiary of Lloyd's underwriting
agency Sturge Holdings P.L.C.,
joined the bourse last March (Bl,
March 12, 1990), targeting small

and medium-sized commercial
lines business.

However, Mr. Paillard now is
advising other Lloyd's syndicates

and underwriting agencies to wait
Con:inued on next page
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FrenCh bourse . small and medium-s_zed French be on the bourse," he said
L v rainar a0 soues vt O E@stern Europe
Cont:nued from previous page, Lloyd's has been legally estab- French insurers that are already )

for Lloyd's itself to gain admission lished m France since 1947, but .ts members of the bourse would take . .
to the bourse rather than indivi- market share is less than 1% Ac- more kindly to one single applica- h d k
dually apply for admission to the cording to Mr Roche:eau, certain hon fror)r/1 Lloyd's ra%her than a O peS a n rl S S rl Se
French market Lloyd's syndicates made a strong trickle of applications from several
Mr Paillard spoke at Assure effort to win small-scale commer- Lloyd's syndicates By WILLIAM PITT Although CIGNA coordinates its
Expo, the insurance conference cial lines business in France in the Nevertheless, he stressed that extensive Western European oper-
and exposition held earlier this early 19705 through "cover hold- membership m the fire insurance PARIS-American insurers see ations from a central office in
month ings," or binding authority, ex- bourse should not be miraculously great opportunities in Eastern Eu- Brussels, Belgium, Mr Middleton
French brokers have long argued tended to local brokers expected to improve Lloyd's rope, but are proceeding with cau- said he sees "no absolute need to
that It Lloyd's wanted to improve However, they withdrew from standing in the French insurance tion, two insurer executives say have a (different) focal point for
its current, modest share of the the market later in the decade be- market The bourse does not trans- There is no advantage in rushing Eastern Europe "

French market, it must join the cause the business was unprofit- act " an enormous amount of busi- into Eastern European markets, He described Hungary as "an in-
bourse able, said Mr Paillard " he said As French insurers sgid Bengr Wes- credibly attractive market,” but

Christian Rocheteau, chairman He said it was in-portant for increase in size, the more they in- tergren, senlor lamented the h.gh minimum capi-
of Societe Generale de Courtage Lloyd's image in France to be seen crease their retentlons and the less representative oFTr tal requirement for foreign insur-
d'Assurances SA, France's third- as proceeding in an orderly, coor- they need to spread their risk for American In- A ance companies Minimum capital
largest insurance brokerage, said dinated way, rather than in a hap- through a line slip, he observed ternation a 1 . TAPU foramultillneinsurer currently is
that it was "absolutely indispens- hazard fashion Mr Paillard said Lloyd's hopes Group Inc In $17 million, but new legislation IS
able” for a Lloyd's syndicate to "Since we want to be integrated ItS application to Join the bourse Paris and executive vp of the Cen- expected to make It possible to set
Join the bourse in order to insure in the French market, we need to will be granted this year - tral and Eastern European division up either a life or property/ca-

of American International Un- sualty insurance company with $8
derwnters, an AIG unit million, Mr Middleton said

UNISON vacancy doesn't faze Lucas oo mein  “th curent irasnos is "way

I've turned down many opportuni- out of line" with other European

ties, more than I've accepted,” Mr countries, he said "It does an in-

By WILLIAM PITT His nonchalance may be ex- a vertical network, like one formed Westergren said at the Assure Justice to the insurance consumer,”

plained by the limited volume of in Europe by Marsh & MeLennan Expo conference held in Paris ear- he said

PARIS-If Gras Savoye S A IS business Gras Savoye gains from Cos Inc UNISON members are, lier this month Messrs Middleton and Wester-

growing impatient with Johnson & referrals from other network mem- for the most part, wholly indepen- AIG late last year set up Joint gren agree that Czechoslovakia is

Higgins' protracted efforts to find bers dent companies, he added ventures in Hungary and Po_and an attractive but "difficult” mar-
a new London member for the Business generated by those net- Mr Lucas cited the "difficulties” (Bl, Nov 19,1990) ket

UNISON retail brokerage network, work affiliates IS "negligible," M&M had last year with its French CIGNA Corp also is considering The Czech government has yet to

the chairman of the French broker comprising less than 5% of Gras network member, Faugere & Juth- various options for expanding into set terms for foreign insurers

is hiding it well Savoye's total business, according eau SA, which is the country's Eastern Europe, said Finley Midd- wanting to trade in the country
Gras Savoye, to Mr Lucas largest insurance broker and 15th leton, vp of Central and Eastern The effective date for this law orig-
the second-lar- The value of belonging to UNI- largest worldwide Europe for CIGNA Corp , who was inally was Jan 1, but has been
gest broker in SON, he said, IS that It helps Gras After M&M gained a majority contacted at hiss Vienna, Austria, pushed back to Aprill
France and 18th ASSLn Savoye "keep existing clients and stake in Gradmann & Holler, a ~ omee The new date also is beginning to
largest in brokerage in Stuttgart, Germany, Four markets appear particu- look unlikely, AIG's Mr Wester-
world, became Mr Lucas denied that Willis in late 1989, there was much talk larly promising-Hungary, gren said
the French member of UNISON in Faber's departure ias had any of it wanting to do the same in Czechoslovakia, Poland and, albeit Nevertheless, CIGNA's Mr
1975 major impact on Gras Savoye France, Mr Lucas said | Bl, June with some reservations, the Siviet Middleton gives the Czechs credit
It replaced Societe Generale de After the merger, "we went from 18,1990) Union-he said for being "very honest They don't
Courtage d'Assurances SA, which 18th to 17th place or Business In- A number of shares in the French Mr Middleton-who has spent feel they're ready yet to combat the
now is 49 9% owned by Alexander surance's ranking" of the world's brokerage became available at the last six months traveling wi- threat (from foreign insurers)
& Alexander Services Inc and largest brokers, he quipped about that time But, Mr Lucas dely in Eastern Europe, weighing They don't pretend they've got an-
forms part of A&A's European net- Gras Savoye still maintains a noted, Faugere & Jutheau Chair- the attractions and detractions of other motive "
work close relationship wl.h Willis Cor- man Robert M G Husson moved to each market-was scheduled to In the Soviet Union, there 15 a

Patrick Lucas, chairman of Gras roon PLC, and both continue to ensure that the Jutheau family, of submit several proposals fo- in- risk of "bucking the system" by
Savoye, told Bus:ness Insurance participate in Gras Savoye Willis which he iS a member, retained vestment in Eastern Europe to the forming relationships with the

that replacing Willis Faber PLC, Faber, a reinsurance brokerage control CIGNA directors in Philade.phia ' newly independence-minded So-
which last year merged with Cor- venture in Paris Among the world's three largest last week viet republics, he said
roon & Black Corp, is "essentially Mr Lucas said relations between insurance brokerages, only Sedg- The insurer, he claims, is Will- If central power is reasserted,

their (J&H's) responsibility It IS members of a "horizontal net- wick Group PLC currently has ing to make "the same commitment these contacts might be unable to

not our preoccupation to get a work" such as UNISON tend to majority control of ItS French op- to Eastern Europe as we have made deliver what they promise, Mr
Lonaon member " be better than between members of eration - to the rest of Europe ' Middleton said

The professional marketplace

RATES AND CLOSING TIME:

Rates: Display classOed ts $116.75 per column inch, minimum of one inch. Straight classqied is Closing: Published every Monday Copy must be m typewritten form by noon Tuesday, 6
$10 50 per line. minimum of 5 lines Count 34 chanicters per line (include alch space and days preceding publishing date No verbal phone copy mrepted Prepayment required *r
punctuation as a character) Additional $17.50 charge for all blind box mis. Only those reponses straight advertisements. Mail ads to Margaret Hiktdo, Class#d Advertising, 740 N Rush
which ft t into a business srze envelope zoll be forwarded Responses are forwarded dtitly St. Chia:go, IL 60611. For more mformation aill 312-649-5340 FAX 312-280-3189

‘Assistant Vice Presiden MANAGER Assistant Vice

RISK MANAGEMENT President -Sales Circulation

Commercial Lines Undenvdting Breakdown™

We are a growing, progressive

A Property Casualty Insurance camer located in Beverly Enterpnses, a leader in the long term care field with 800 plus nursing property and casualty insur- Commercial Consumers
. . . homes in 34 states, has an immediate opening in the Corporate Finance Department ance company seelang a quali-
Southern California has a select opportunity for in Fort Smith, Arkansas This highly visible position B responsible for the direction e ’ Administrative
AssistantVi P id tofC ialLi and management of insured and self-insured programs, insurance renewals and hed individual to assume the CEO s Presidents and Owners 2.670
anAssistantVicePresidentofCommerciallLines g ) A
analysts of insurance needs Reporting to the Director, Risk Management, the duties of Assistant Vice Prest- Vice Presidents General Managers and Other

Administratlie Personnel 4438

Underwriting with a proven track record of pro- successful candidate will enjoy a fast-paced, Innova-lve environment coupled vwth dent - Sales The individual se-
. . hall , ind i d rtunity fc th
duction and Underwnting results chatienge, lndependence and epporiunily for grow

lected should have surplus Chief FlnanC|aIm6Fflcgérs and Vice pres,dents of Fi

This position requires a high-energy, self-starter who Is goal-onented, technically lines experlence- at either the  nenee 3149

This position requires an executive with effec- supenor and evidences sound communications' skills A minimum of 6 years nsk Secretaries Treasurers contollers and other Ft
t_ . t_ | d i t_ k|| management expenence (at least 3 years in a service Industry) and a bachelor's company or ge-leral agency nancial Personnel as05
Ve organizational and communication skilis e e, o B2 level A technical background Risk Employee Benefits
an years experience in Commercial Lines - ) ) in either underwriting or Vice presidents directors managers and othef
ees . . Beverly Enterpnses offers a competitive salary and lenefits plan, plus an attractive related department personnel of insurance risk
Underwrltlng Experlence managing an under- relocation package For Immediate, confidential consideration, respond with salary Cla":r_‘s is h'_gh y desirable . employee ienefils personnel compensation
writing depanment is necessary. Good technical requirements to Qualified applicants should pension, safety security industnal relations
) Director, Human Resources, Beverly Enterprises submit resumes (that include human resources and employee/iabor relations
i i i : 10830
knOWIGdge and a comprehenswe understandlng 3280 Virginia Beach Boulevard, Virginia Beach, VA 23468-1195 salary histol ) to Nancy Grant, Sub-total 25.502
of the West Coast busmess environment is es- EOE M/FE/H 5 y ry y i .
Director of Personnel, First Fi- Associations 511
sential. nancial Insurance Company, Govemmerl Unions and Educational |nsum:.;;;
We provide an excellent compensation and 238 irg'tzhgigooerldv iurlmgs;w g Sommereial Gonsumers
X . . ton, - -lot .
benefits packagecommensuratewithexperience. on elephone ub-lota 27,392
. . . . . 538-2810 EOE Insurance Agents and Brokers 9815
For immediate consideration please submit a YOUR AD SHOULD BE HERE Insurance Companies 7891
f 3 . Accountants Actuanes Attorneys & Consultants
resume in complete confidence to: ayy
. . . Adjusters Appralsers TPA s Captive Managers
Attn. Assistant Vice President, 1-800-678-2724 & Health CM Providers 1218
. . . R . Others Alled to the field 1693
Commercial Lines Underwriting Advertise in the ToTAL 51,386
c/o Advertising Services . Source Business/Occupational breakdown of
EXT_ 5340 PROFESS|ONAL qualified circulation May 28 1990 issue as

P.O. Box 4993, San Dimas, CA 91773 submitted to BPA for June 1990 BPA Publisher s
Statement
An Eqktal Oppo¥tunut, Employer, MIF MARKETPLACE



INTERNATIONAL

Assure Expo exhibits French market

PARIS-Billed as "Europe s insurance exhibi- Malor U S insurers like CIGNA Corp , Chubb
tion," Assure Expo is really an exhibition of the Corp and American International Group Inc also
French market were prominently represented

Less conspicuous were the major brokerages,
whether French or not Conference organizers listed
only six brokerages as among the 220 exhibitors
and one of these, Linkline, is not a broker but the
marketing arm of Lloyd's non-marine syndicate
=1190, managed by F R White & Others

However, brokers and agents have historically
represented the biggest single group of visitors at

Assure Expo's growing importance as a place for Assure Expo
foreign insurance companies to display their prod- Next year's meeting will be held Feb 4-7 at
ucts and services was evidenced this year by ma]or the CNIT Conference Centre, La Defense, Paris For
delegations from two very different insurance orga- more information, contact Vidal SA, 29 Rue
nizations the Soviet insurer Ingosstrakh and Druout, 75009 Paris, 1-482-47601
Lloyd's of London

The annual conference and exhibition earlier this
month drew more than 27,000
underwriters, brokers and risk
managers to the CNIT Confer-
ence Centre at La Defense, the
modern business district outside
Paris Fewer than than 800 at-

tendees were from outside France

-By William Pitt

LONDON

Continued from page 23

return,” according to Mr Co- SOI\/enCy rUIes

leridge The United States should insti- in excess of $1 million
Mr Coleridge said that it was too tute uniform insurer solvency laws

early to establish the Sturge syndi- to help detect problem companies

cates' overall liability to directors before they hurt the whole indus-

and officers liability claims and try, said Dean O'Hare, chairman

professional indemnity claims and chief executive officer of

emanating from the U S savings Chubb Corp

and loan crisis (see story, page 1)

Grand Union liquidators

results for our shareholders should O'Hare said that the entire U S don subsidiary
be minor,"” he said property/casualty industry is fae-

London and Hong Kong courts vestigating the case
earher this year ordered separate hg- "The Department of Trade and In- Gardner, Andrew Gardner, and
Speaking at an Insurance Insti- uidations for Grand Union Insurance dustry wishes to make it clear that Tim Kyd.

However, "the overall effect on the tute of London meeting, Mr Co Ltd of Hong Kong and ItS Lon- Ocean Pacific is not authonzed m

DU66,6666 1,66Ur-Unce, r evi lldry ZE 1331 / 44

Terrorist bombs war, invasion, acts of foreign ene-

mies, or civil war "

Cont:nued from page 23

both of Bermuda (BI, Jan 14) to prove that the bombs were
British Rail also has 100 million planted by Iraqi sympathizers or

pounds ($196 million) in property were in any way related to the Per-

insurance placed in the London sian Gulf War, they could void the

market excess of a75 million policy

pound ($14 7 million) deductible, However, the Assn of British In-

surers, as well as sources at

As a result, if insurers are able

sources say
If liability and property claims Lloyd's, confirmed that IRA at-
exceed the deductibles retention, tacks in mainland Britain usually
British Rail's ability to collect on have been covered by standard
its insurance will depend on which property/liability policies 1ssued
group is determined to be respon- for risks in Scotland, Wales and
sible for the two bombings under England
police investigation, according to Risks in Northern Ireland are not
observers insured against terrorist acts and
All standard U K property and compensation to victims in those
liability policies exclude claims cases is provided by the British
arising "directly or indirectly, by government, according to an ABI
reason of or in connection with spokesman -

The London P&l club confirmed, ized to write any msurance business Ltd has formed Nicholson Cham-
though, that the cargo's value was m the Umted Kmgdom

berlain Colls Marine Ltd with a

The DTI beheves that Ocean Pa- team of brokers who formerly were

-By Gaum Souter cific has confined its underwriting with rival Lloyd's broker Citicorp

to taxi and car hire drivers in the Insurance Brokers Ltd The new
British county of Kent The Rams- division is led by Christian
gate, Kent, police are currently in- Young, chairman and managing
director, and Directors Graham

Lloyd's broker Thompson Heath
any way to carry on any class of m- & Bond has formed a professional

The move followed petitions by surance busmess m the United King- indemnity division The divisional

Asked by a shareholder how his ing criticism from consumers and two creditors to wind up the two dom," the government department director is Chris Henney, who was
election as Lloyd's chairman would legislators, despite the financial compames Grand Union, facing se- announced earher this month "Any formerly with J H Minet & Co
affect Sturge, Mr Coleridge re- security of most insurance com- vere cash flow problems, had pleaded person holdmg a cover note (or pol- Ltd

plied "l have been chairman of panies
Sturge since 1978, and | think that

chairman or executive chairman cases, perhaps Are we an industry Dec 3,1990)
when it is useful to slightly in dire fiscal straits? No, we are

with brokers to commute Insurance icy) should consult their msurance
"Are these expressions of con- and reinsurance pollcies it had writ- adviser urgently with a view to ob- moted to executive director of the
there comes a time in the life of a cern warranted? In a few isolated ten (BI, Dec 31, 1990, Dec 17, 1990, tammg alternative cover "

Malcolm Cullum has been pro-

North American casualty and ben-
Ramsgate Police Officer D C John- efits division at Minet, from divi-

On Jan 31, after London's High stone says that Ocean Pacific "would sion director Simon Emmerson,

withdraw from the front line not Overall, the industry ended Court wound up the company, cre- appear to be totally false and totally formerly senior broker, has been
Whether | had become chairman of 1990 wi th opera ting resul ts dltors appointed Michael Jordan and fraudulent and totally flctitious" and promoted to divisional director
Lloyd's or not, | would have relin- slightly better than those of 1989," lan Barker Bond of the London firm apparently is not licensed in any Conor Finn, formerly with Steel

quished the reins from quite a he said
number of companies in the Sturge

group "

Conceding that some insurers brand, as hquidators of Grand Umon

Cork Gully, a unit of Coopers & Ly- country

Burrill Jones PLC, has been ap-
lan Mattinson, who allegedly col- pointed divisional director of

have problems, Mr O'Hare said the in London Mr Jordan and Mr Bond lected about 22,000 pounds ($43,760) Minet's North American property

Mr Coleridge said that he had gap between secure and unstable had been operating as provisional m premlums m exchange for Ocean and energy division

resigned his directorships in most companies is widening hquidators
Sturge subsidiaries in September "In my view, the objective is ef-

1990

Pacific cover notes, was arrested m Thomas Tannion has been ap-

Five days later, Hong Kong cred- nud-January "for obtaining property pointed manager-U K business
fective solvency regulation, re- itors named Jan Blaauw and Phihp by deception,” said Officer John- development of Engineering Insur-

-By Gavin Souter gardless of who does it state or Hilhard from Coopers & Lybrand m stone Mr Mattinson is also wanted ance Co Ltd He Joins the company
federal governments. Politically, | Hong Kong as loint hquidators for alleged theft of automobiles in from Gerling Global Insurance Co

Train settlement

The British Railways Board IS which serve only to undermine sol- hon pounds ($20 milhon)
paying 339,000 pounds ($664,400) vency," he said
to a widow whose husband died in —By Gavtn Souter

a London train accident in Decem-

Hardship at Lloyd's

ber 1988 . .
Under the settlement approved Shlp IOSS Insu red
by the London High Court, Karen
Hadfield will receive the compen- rier that sank off Newfoundland don has received 164 applications
sation for shock, grief and loss of last month could result in hull and from members seeking help in co-
financial support following the liability claims exceeding $6 mil- venng their losses
death of her husband, Paul lion, London sources say But only 13 members have actually
As part of the settlement, 25,000 The Protektor, an -80,184-metric taken aid, costing Lloyd's Central
pounds ($49,000) will be paid to ton dead weight vessel, went down Fund less than 1 milhon pounds ($2
the couple's daughter, Simone, with its cargo of 75,000 metric tons milhon), accordmg to Lloyd's Chief
who was born eight months after of iron ore in heavy weather on Executive Alan Lord So far, only 22
her father died, a British Rail Jan 12 All 33 of the ship's crew members have been offered assis-

spokesman confirmed members died tance

So far British Rail has paid out A spokesman for broker Members who accept those offers The Insurance Services Guide

some 4 million pounds ($78 mil- Lowndes Lambert Group Ltd in of assistance must sign a standard
lion) to the victims of the 1988 London confirmed that it placed "hardship agreement " And a new
Clapham Junction rail disaster, in coverage for the Protektor through deposit trust deed requires members
which 35 people were killed and its Hong Kong office on behalf of who accept assistance to execute a
another 401 passengers were in- the ship's manager, Wallam Ship lien in favor of Lloyd's over their
jured Management Co home or other property until the
By the end of last month, British The hull risk was led by the debts are paid
Rail had settled 273 of 401 per- Swedish Club, which retained 75% Some members have also agreed
sonal inlury claims and 15 of 35 of the risk, according to a spokes- to share future syndicate under-

claims from relatives of gi%gple man for the Goteborg,iSweden- wntin% Profits with Lloxg'gljpr eegg(

the based protection an

club

ndemnity chang

losses

who died in the train colli or help in payi
spokesman said
British Rail's property and lia- The hardship committee will re-
bility insurance at the time of the the Swedish Club would give the port quarterly to the Council of
accident was led by Royal Insur- insured value of the vessel, but Lloyd's Reports will focus on the
ance PLC in London and bro- London sources say the vessel was amounts that are outstanding from
kered by Sedgwick Group PLC quoted in November in the London members who have apphed for aid,
British Rail had 50 million pounds market for a value of $5 million whether offers have been made, and
($98 million) of liability coverage The cargo and liability risk was whether members have agreed to

placed in the London market ex- placed with the London Steamship them
cess of a 75 million pound ($14 7 Owners' Mutual Insurance Assn
million) deductible (BI, March 13, Ltd A spokesman for the London
1989) P&l club would not estimate the 11-
British Rail changed ItS broker ability loss, but said that the sum
and increased ItS coverage before of the cargo loss and compensation The British Department of Trade
the April 1989 renewals (BIl, Jan payments to the crew's dependents and Industry is warning insurance
14) would probably not exceed the $1 6 buyers that a company called Ocean
-B/ Carolyn Aldred million retention

Neither Lowndes Lambert nor

-By Stacy Shapiro

Unauthorized insurer

Pacific Insurance Co is not author-

-By Stacy Shapiro Comings and goings

In only its first year, the "hard- have been appointed to the board
A Singapore-registered bulk car- ship committee" at Lloyd's of Lon- of Alexander Howden Ltd

welcome attention directed to sol- Sources estimate that creditors In other parts of the country, Officer Ltd
vency rather than to rate rollbacks, Hong Kong are owed at least 10 mil- Johnstone said

Bain Clarkson Ltd has establi-

shed a new Risk Management Ser-
vices division and appointed Brian
Lee, who was formerly with Alex-
Mark Boucher, Michael Reid, ander Stenhouse U K Ltd , its
David Scott and John Turner managing director
John Oughton has been pro-
moted to Bain Clarkson's interna-

Nicholson Chamberlain & Colls tional division's board -
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Su rety bond Su it court on Jan 3 called Yor Judge not rule on abstention " guably threatens to frustrate the creditors are made, because bank-
Rovner to reconsider her decision For example, the 7th Circuit ad- superintendent's efforts to collect ruptey laws entitle a government
Contznued from page 2 Upon review, Judge Rovner mitted that it did not have "the the assets of the now-bankrupt 17- agency to a priority status among
began in New York granted the motion by AFFI's lig- benefit of facts or briefs which surance company " creditors when assets are distri-
In 1987, the Cook County Circuit uidator asking that the case be dis- might allow It to come to a rea- There is a "comprehensive New buted
Court ordered General Railway to missed on the grounds that the fed- soned decision on the abstention York state scheme for insurance Mr Goldberg, who represents
pay $683,500 to AFFI's liquidator, eral court must abstain in issue,” even though the abstention regulation and liquidation,” tne Mr Curiale, said it is unlikely
then-New York Insurance Su- deference to the liquidation pro- issue "necessitates a fact-specific appellate court pointed out there will be any further appeal
perintendent James Corcoran ceedings in New York inquiry,"” Judge Rovner pointed To deprive the superintendent "By reason of payment, the case
General Railway lost an appeal of The $683,500 award has grown out, using the 7th Circuit's own "of the power to have his claims 15 moot,” Mr Goldberg said "I
the case to $1 2 million because of prejudg- language against others litigated in the New con't know what is left to appeal "
Following that award, the SBA ment interest and legal fees, and Still, "the Court of Appeals then York liquidation proceeding WOLId Bdme Judge Rovner's first deci-
filed a motion for summary ludgm- "it's been paid in full" to AFFI's proceeded to clearly indicate that prevent the superintendent from sion last fall, the SBA also had
ent to directly collect the $683,500, liquidator, according to attorney this court should abstain,"” Judge executing half of his job" of col- written to General Railway that It
arguing that language in the surety William Goldberg of Holleb & Coff Rovner wrote lecting and distributing assets of was putting the company "on no-
bond agreements entitled the SBA in Chicago, who represents Mr As a result, the lower court had the insurer, the appeals coirt tice" that the debts the company
to "the salvage recovered by AFFI Curiale in his role as AFFI liquida- no choice but to vacate the portion ruled pays before a government claim IS
on each bond"” up to the amount tor of its opinion that addressed ab- Eric S Benderson, associate gen- settled do not relieve it of obliga-
the federal agency paid in guaran- Judge Rovner said in reconsid- stention and dismiss the case, eral counsel for litigation at the tions to the government
tees ering the case that "this court is Judge Rovner ruled SBA, said no decision has been General Railway later filed an
Judge Rovner last October somewhat perplexed by the Court Although the 7th Circuit recog- made on whether to appeal the r 11- interpleader action in federal court
agreed with the SBA and granted of Appeals' discussion of the ab- nized that federal issues might be ing but that the agency "probabl> charging it was being subjected to
the agency's motion for summary stention issue The Court of Ap - involved in the case, it noted that won't" appeal "multiple liability on the same
judgment peals emphasized that abstention "a federal court may abstain even Mr Benderson emphasized that funds "
AFFI's current liquidator, New involves factual determinations from a case posing mixed federal although the SBA must stake ItS The SBA does not intend to seek

York Insurance Superintendent that it was not in a position to and state law issues claim through the liquidation pro- the amount of the guarantees from
Salvatore R Curiale, appealed to make based on the appellate rec- In addition, the 7th Circuit em- ceedings, it will be near the front General Railway, Mr Benderson

the 7th Circuit, and the appellate ord, and that It therefore would phasized that the litigation "ar- of the line when payouts to AFFI's said

Health care institutions' D&0 coverage

Continued from page 3 tam the coverage, cited by 8% of 153 claims over the 1981-89 pe- claims,” he said with significant market positions
renewed policies during the penoc - Unspecified other reasons, cited mod Eighty-eight-or 589»-of those The surkey showed that no ine that are aggressively pursuing this
covered by the survey, 80% reportec by 19% claims had been settled when the insurer dominates the health care business Along with that, there
that they had maintained their previ- Twenty-three percent of the re- participants filled out their surveys, D&0 market, according to Ms seems to be an Increasing recognition
ous limit, 11% Increased their limi: spondents to the corporate survey re- with an average payment of $456,000, Arthur among the underwnting community
and 9% decreased their limit ported they did not obtain D&0 cov- according to the survey She also pointed out that "the that this is a distinctive class of D&O
One significant difference between erage The most common reason In stark contrast, the 1,442 par- growth of hospital-formed msurance business that needs to be treated se-
the health care D&0 market and the given was that the coverage was too ticipants in the corporate survey re- compames has broadened the range parately from other D&0 bustness,
corporate D&0 market that was sur- expensive ported a total of 852 claims dur- of camers that provide the cover- said Mr Wollner He stressed the fact
veyed earlier is the role of excess in- The health care D&0 market sur- mg the same period Nearly 57%-or age" that the most common D&O0 expo-
surance vey detected a "slight but perceptible 482-of those claims were settled by In fact, one hospital-formed in- sures faced by health care provid-
Only 28 of the 638 health care pro- trend toward premium mcreases " the time participants filled out their surer, PHICO Insurance Co of Me- ers can be managed through loss con-
viders-or about 4%-reported pur- Among survey respondents renew- surveys, with an average payment of chamesburg, Pa, owned by the Hos- trol
chasing excess coverage, while 435 of ing coverage sometime from the third $1 94 milhon, according to the corpo- pital Assn of Pennsylvania, ranked
the 1,442 participants responding to quarter of 1989 through the third rate survey fifth-largest in terms of premium vol- The "1990 Wyatt Healthcare Organt-
the corporate D&O survey-r 309- quarter of 1990 32% reported a pre- Mr Wollner pointed out that the ume, accounting for 42% of the sur- zation Directors and Oftcers Liabil-
reported purchasing 875 excess poli- mium increase, 38% renewed their nature of D&0 claims made agamst vey respondents' pnmary D&O pre- tty Survey" will be available for $85
cies policies with no change in premium health care mstitutlons differs from nuum volume, and sixth-largest .n on March 1 Companion peer group
Health care providers reported and 29% said their premium de- those made against corporations terms of pnmary policy count, writ-  reports descnbing the claims and m-
paying $28,000 on average for pri- creased Whereas slightly more than half- ing 83% of the respondents' ae- surance purchasing patterns for seg-
mary D&O coverage and $30,100 on Among survey respondents that 50 9%-of the claims reported m the counts ments Of the mmey parttapants also
average for all D&0 coverage, ac- purchased coverage during the third corporate survey were made by Another hospital formed insurer, can be purchased for $175 by survey
cordmg to the survey quarter of 1989, 26% said it had in- shareholders and other investors, Princeton, N J -based Health Care particzpants and $350 by non-partict-

In the corporate D&0 survey, re- creased, 37% said their premium was only 2 9% of the claims against health Insurance Exchange, owned by Pnn- pants American Hospital Assn
spondents reported paying $253,649 unchanged.and 33% said it had de- care providers were flled by share- ceton-based NJHA Inc, ranked ninth members can obtain the reports at a

on average for primary limits and greased, with the remaining 4% hav- holders m terms of primary premium vo-urne discount The reports can ordered by
$425,463 on average for all D&O cor- ing had no previous coverage Instead, nearly three-quarters- at 1% contacting Donna Juhlm M Mary
erage But, by the third quarter of 1990, 73%-of the D&O claims against HCIE also tied for 10th m terms of Maze at The Wyatt Co, Risk Man-

Not all of the health care provid- the trend was definitely toward health care providers were filed by primary policy count at 1% with agement Services, 303 W Madison
ers responding to the survey pur- higher premiums Thirty-eight per- employees or physicians Oklahoma City, Okla -based Hospital St, Swte 2400, Chicago, Ill 60606-
chased D&O Insurance But although cent reported they paid a higher pre- Employees accounted for 42 3% of Casualty Co, an Insurance company 3308, 312-704-2719

113-or 1779-of the 638 survey re- mium, 32% said that their premium the claims For example, 25 5% of all sponsored and owned by the Okla-
spondents did not buy the coverage, remained the same and 28% said D&O claims against health care pro- homa Hospital Assn in Oklahoma
avallabllity was not cited as an im- their premium had decreased The viders were made by employees City

pediment remaining 2% reported they had no claiming wrongful dismissal Policyholder-formed insurance
In fact, only 9% of those withoit previous coverage Physicians accounted for 30 7% of groups accounted for 12% of the re-
D&O coverage said that they were In contrast, by the third quarter D&0O claims against health care pro- spondents' pnrnary D&O pollcies and
unable to obtam it of 1990, 47% of the participants m viders The most common source of 7% of their premium volume
Twenty-six percent of health care the ear'ller corporate D&O survey re- claims from physicians involved the But the dominant insurer among
providers reported they did not 03- ported premium increases, up from granting of staff privileges, also participants m terms of both pre- n e X
tam D&O0 coverage because they felt only 24% during the third quarter of known as credentialling, which ac- mium volume-with 26 990--and pn-
it was unnecessary, and another 26% 1989 counted for 17 5% of all D&O claims mary pohcy count-219-was Chubb
said the coverage was too expensive, A possible reason for the dispar- against health care providers Corp of Warren, N J
accordmg to the survey 1ty IS the magmtude of D&O claims "Health care (D&O0) claims lend Other major D&O markets for I f Feb >
Other reasons cited for not obtam- made against health care providers themselves quite well to loss pre- health care providers are ssue o ebruary 25
ing the coverage were compared to those against corpora- vention," according to Mr Wollner - Executive Risk Inc, formerly
- The coverage was too limited, tions "By refining your termination poll- known as Executive Risk Manage-
cited by 12% Ninety-six of the 638 health care cies and credentialling procedures, ment Associates, a unit of Aetna Life Advertiser Page #

« Counsel advised them not to cb- provider respondents reported a total you can avoid a lot of these types of & Casualty Co of Hartford, Conn

Executive Risk ranked second in
. . Amencan Remsurance 11,13,15
terms of primary premium volume Y
with 22% of the respondents' Fremi- Argonaut Insurance Company 7

ums, and third in primary policy CIGNA 18

n | | n
count with 14 3% of their pohcies
- American International Group Continental Loss Adjusting 24

Inc of New York, which ranked third

. . Crawford & Company 14
If you're not seeing Business Insurance every week - ENTER YOUR SUBSCRIPTION TO in primary premium volume with o & Holt 32
uncanson O

or are merely catch,ng a dated pass-along copy now BUSINESS INSURANCE TODAY! 17 5% and fourth in policy count with
and then you're missing important news and new i . 104% Equlpment Insurance Mgm 12
developments in corporate risk and employee benefits It will make your life a lot easter

P P ploy: + Royal Group Inc of Charlotte, Great American Insurance Co 6
management Risky' CALL TOLL-FREE on 1 -800-678-9595 Fax your N C, which ranked fourth in pri--

Make sure you have the business insurance news order,non 1-313-446-1650 Usethecard inthis issue, mary premium volume with 12 6% Home Insurance Company 16-17
you need or ifit's gone, use the coupon below and second in pollcy count with 17% Industrial Risk Insurers 25
- e e e e - St Paul, Mmn -based St Paul . 21
Business Insurance gives you total news coverage of loss Cos Inc, which ranked sixth -n pri- NAC Reinsurance Corp
prevention, r,sk financing and benefit management Every ... (please print) P o, Rehance National )
week Annual subscription (52 issues) in U S dollars n..lary.prern_lum VOIum(_e vnth 2 9% a.nd

" T fifth in primary policy coun: with Royal Insurance a
(Check here ) Surface Mall By Air P 298%
USA © $80 0 $175 W 1 C s
Canada o s118 El 185 company In contrast to the D&O marcet for ausau Insurance Company
Bermuda (alr only) O $180 health care providers, two insurers- Worldwide Weather 10
United Kingdom 0 $190 or £104 hature of business AIG and Chubb-accounted for
Europe/Middle East 0 $185
All other foreign 0%118 Rates on request nearly 58% of the pnmary corporate
Obusiness or O horte address D&O premlum Volume reported by
0 new subscription O renewal 0 payment enclosed respondents to Wyatt's earher corpo-
O bill me O bill company Cty state/country zippostal code -
A X . X . rate survey B
0 Please send mformation on your special 209/ooff group rate O | prefer not to receive mformation or advertising by mall from " u S I n eSS
for five or more subscriptions companies not affiliated with Crain Communications One of the reasons (that the mar- I
Mail to Business Insurance, Circulation Dept , 965 E. Jefferson Ave., Detroit, Ml 48207 4cous ket for health care prOVIder D&0 in- | I S u ra | I Ce

surance is hkely to remain ccmpeti-
tlve) is that there are many olayers
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AF L_C | O pOl ICy contribute toward the cost of AFL-CIO proposal would cap pro- of our health care problems," she below the national average (Bl,
health care coverage vider fees said "It appears that they are Feb 18)
Continued from page 1 Some observers have viewed this "One thing that the Pepper Com- quite serious about getting at "There have been some interest-
all Americans " suggestion as an endorsement of mission did was walk away from cost - ing agreements” recently, all of
Accordingly, the AFL-CIO will a proposal last year by the blue- controls on provider payments," he However, "we should be careful which have been "cooperative ef-
support measures that would move ribbon Pepper Commission that said before we invite government in to forts between labor and manage-
the nation toward the labor union s employers be required to provide The AMA's Dr Todd said he did fine-tune" the health care system, ment in which everyone benefit-
goals, Mr Kirkland said health benefits or pay new payroll not object to the concept of cap- she cautioned ted,” said the WBGH's Dr
For example, the AFL-CIO reso- taxes to fund coverage for the un- ping provider fees because provid- Ms Goldstein also took excep- England
lution supports insured (BI, March 5, 1990) ers "are already working on nego- tion to the AFL-CIO's contention In both the Southwestern Bell
- A nationwide cap on health However, Ms Bradbury said the tiating fees" with employers and that some employers are "refus- and Allied-Signal programs, em-
care spending resolution is not an endorsement of the federal government ing" to provide health care cover- ployees who select network provid-
- A nationwide system for man- the Pepper Commission's play-or- However, the AMA 15 opposed to age to their employees ers receive more comprehensive
aging the now-uncontrolled dupli- pay mandate 1 "Employers that aren't provid- benefits than those who select
cation of technology and improve - Reduce employers' retiree ing coverage aren't refusing They non-network providers
the allocation of resources health care costs by dropping The AFL-CIO's cost aren't offering It either because Dr England also predicts that
- A federal authority that would Medicare eligibility to age 60, . they can't or because they can't af- labor's apparent shift toward en-
negotiate uniform reimbursement which would be more in line with control suggestions ford it," she asserted dorsement of managed care will
rates with hospitals, doctors and the average retirement age are 'ambitious' and Ms Goldstein also expressed make It easier for employers to ne-
other providers to be used by all Ms Bradbury noted that a large . . . , concerns about the contents of the gotiate cost containment measures
payers percentage of the uninsured are intriguing,’ says AFL-CIO's proposed "core benefit in future labor contracts
These measures would save ap- early retirees who are no longer Ms. Goldstein. program " "Now, if there's agreement be-
proximately $165 billion by the covered by their employer health The list of mandated benefits tween labor and management” in
end of the decade, Mr Kirkland care plan but are not yet eligible "keeps growing," she said, point- the area of health care cost con-
estimated for Medicare ing as evidence to the numerous tainment, "they'll move on to other
While the AFL-CIO resolution * | mprove qu ali ty of c are the concept of systemwide health benefits that many states now re- issues," she said
does not endorse a single, particu- through the widespread dissemina- care budgets because it could lead quire insured health plans to offer The resolution is not the first
lar measure, it states that the tion of Information to physicians to rationing of care and long waits, In addition, Ms Goldstein said time that members of the AFL-CIO

group "will form coalitions with through practice guidelines, create as occurs in the British and Cana- that the AFL-CIO's proposal to re- have supported the concept of
consumer groups, employers, com- a national system for technology dian health systems, Dr Todd said duce the Medicare eligibility age to labor and management working to-
munity-based organizations and assessment and build a national "It has to be rational cost con- 60 from 65 would Indeed cut em- gether to develop health care cost
providers to call on Congress for data base on the cost and quality of tainment," he said ployer's retiree health care costs containment strategy
expeditious enactment of federal care The Washington Business Group But, she noted that such a change In 1987, the Labor-Management
legislation" that would, among « Encourage physicians to avoid on Health favors the AFL-CIO's would go against national policy to Group, atprivate organization
other things unnecessary tests and medical pro- endorsement of a universal health gradually raise the retirement age composed ot AFL-CIO union lead-
- Guarantee universal access to cedures, and at the same time de- care program jointly supported by for Social Security purposes ers and the chief executive officers
health care by establishing a na- velop a better system for handling the public and private sector, said "That's the wrong direction to go of corporate members of the Busi-
tional health insurance program malpractice disputes Mary Jane England, the organiza- if they're serious about containing ness Roundtable, endorsed a joint
for the currently uninsured that - Devise a strategy to provide all tion's president costs,” Ms Goldstein said effort to reduce health care costs
would include workers, the unem- Americans with access to long- Employers are very concerned Some observers suggested that (Bl, Feb 15, 1988)
ployed and others not in the labor term care and to make home care about the lack of universal access," the success of recent point-of-ser- And, in the early 1980s, labor
force and would incorporate Medi- available to the chronically 111 she said However, the solution vice managed care programs, like was often in the forefront of pro-
care and Medicaid One element of the AFL-CIO's should lie in the existing multi- those implemented by Southwest- posing cost-containment measures
However, the resolution does not far-ranging proposals that is payer system "with the employers ern Bell Corp and Allied-Signal as an alternative to employer-
specifically call for a mandate on "quite significant" is the call for a continuing to pay and the govern- Inc, may have helped convince or- mandated benefit cuts
employers to offer health care ben- national cost containment policy, ment continuing to pay " ganized labor that managed care is The AFL-CIO includes more
efits to their workers commented Hewitt's Mr McArdle The employer health coalition not a reduction in benefits, but an than 90 unions representing 14 2
- Create a national commission "Though it is vague on specifics, also iS pleased with the AFL-CIO's enhancement million workers nationwide
of consumers, labor, management, this resolution comes out with cost proposals to improve quality of Both the CustomCare program at Among the many unions repre-
government and providers that containment proposals,” which is health care services Southwestern Bell and the Health sented are the United Auto Work-
would administer the program the one ingredient that has been "Quality is probably the biggest Care Connection plan at Allied ers. United Mine Workers, Service
« Establish a core package of missing from congressional health issue for large employers," she Signal have kept the companies' Employees International and Com-
guaranteed health care benefits care proposals that have been in- said "Providers are going to have health care cost increases far munication Workers of America |
Supplemental benefits above the tro(lueed thus far, he said to develop practice guidelines and
core would be provided on a volun- In fact, he predicted that several be more involved in quality m -
tary basis orpthrough collective of the proposals outlined in the The APPWP's Ms Goldstein de- I I E See kS to exa I n e
bargaining AFL-CIO resolution will likely ap- scribed the AFL-CIO's cost con-
 Develop "progressive and eq- pear in the health care legislation tainment suggestions as "ambi-

. 2E T ' ]
uitable" financing mechanisms that will emerge on Capitol Hill tious" and "intriguing " n d t d
that would require all employers to Mr McArdle also noted that the "Cost is the driving issue for all S I Ca e S re CO r S

The IIE does not know whether
BIC coverage By MEG FLETCHER

the Alliance syndicate is in finan-

Continued from page 2 Individual Retirement Accounts would continue as they did be- CHICAGO-The lllinois Insurance cial difficulty or not, Mr Skelton
private pension plans nationwide "It does not apply to pass- fore,- he said Exchange has issued a cease-and-de- said )
maintain deposits of more than through coverage where the em- However, Dan Schukarbt, assis- sist order agamst Alhance Syndicate For the first three quarters of last
$100,000 m depository institutions ployer buys Bing for millions of tant treasurer for Chicago-based Inc because syndicate officials refuse &/ear, the Alhance reported a net af-
More than 94,000 of these plans, or dollars,” he said FMC Corp , disagrees to turn over all the syndicate's books tertax loss of $1 14 minion on $5 32
74%, are defined contribution There are other unanswered "Absolutely, it would change our and records million of gross premiums, Mr Skel-
plans A total of about $53 billion questions, as well attitude" toward BICs because in- The syndicate, one of 12 in the ton said
of defined contribution plan assets For instance, if FDIC coverage surers tend to have higher credit exchange, refused to give adequate ~ The syndicate also reported $328
have been deposited in banks and for BICs IS eliminated, it iS un- ratings than most banks, he said Information to the IIE board’s audit milhon of pollcyholders surplus and
thrifts and receive pass-through clear whether BICs that have al- Only a handful of U S banks and regulatory oversight committee $18 74 milhon of assets, he said
insurance, the proposal says ready been written will be grand- have double-A ratings, he noted at a Feb 19 hearing, accordmg to IIE However, Mr Rahn reported that

But, the proposal adds, there fathered And only one bank, Morgan Guar- President James M Skelton ) the syndicate's net aftertax loss had
should be an exception for "self- The Bush administration soon is anty, has a tnple-A rating The order prevents the syndicate shrunk to $648,000 as of Dec 31 Its
directed"” plans expected to propose enabling legis- "It would be a major factor for from accepting any new or renewal year-end surplus was $37 milhon, he

"Unlike plans where an mstltu- lation that IS expected to clarify us to deal with," Mr Schukarbt coverage that was not quoted by 5 said ) ) )
tional investor makes investment the confusing language in the pro- said "Our normal criteria for buy- p m last Fnday, Mr Skelton said In The Alhance syndicate is unequi-
decisions on behalf of benefi- posal ing a guaranteed investment con- addition, that coverage must become vocally not in financial difficulty,"
claries, self-directed plans give Meanwhile, the House Banking tract would require a long-term effective by March 24 Mr Rahn said )
beneficiaries the discretion to Committee is considering two bills debt rating of the institution much nE ofhcials want to question some The Alliance syndicate mostly
choose such investments as bank that would clearly eliminate pass- higher than the banks have " transactions, including remsurance writes primary general liability in-
deposits," the proposal states through coverage for bank invest- Eliminating pass-through FDIC commutations between the fist and surance, including product liability

"When these beneficiaries make ments made by most pension plans coverage for BICs is expected to third quarters of 1990, Mr Skelton coverage for manufacturers, distribu-
such a choice, they should be eligi- Committee Chairman Henry B hurt smaller, less creditworthy said tors and others ) . )
ble for the same deposit insurance Gonzales, D-Texas, and Rep banks that rely on FDIC coverage "We are askmg for their help and The syndicate will write hmits of
treatment as individual savers who Chalmers Wylie, R-Ohio, a ranking in their marketing efforts essentially, they are stonewallmg us,” up to $2 milhon, and it is relnsured
do not participate in such plans," minority member of the committee, "Those banks are going to have Mr Skelton said pnmarily by Lloyd's of London, Mr
it states have proposed reform legislation to do something to address that But, Enc Rahn, the Alhance Syn- Rahn said

But, observers point out that al- that would eliminate pass-through whole concern ina totally different dicate's executive vp and chief About 20% of the syndicate's bum-
most all 401(k) plans offer employ- FDIC coverage for BICs covering way," said William D Templeton, operating officer, said "The cease- ness consists of commercial property
ees a choice of investment options most retirement plans, say spokes- director of insurance consulting in and-desist order IS unwarranted and coverage and commercial package
Therefore, if the exception relating men for the congressmen Atlanta for TPF&C, the benefit unjustified and probably illegal” policies

to self-directed plans that the Rep Gonzales' bill IS H R 6, consulting division of Towers, Per- The syndicate late last week was The lIE ranked as the fourth-lar-
Treasury proposes is broadly inter- while Rep Wylie's legislation 15 rin, Forster & Crosby Inc seekmg a restraining order from a gest U S surplus Imes msurer based
preted, it could apply to virtually H R 15 Meanwhile, some major banks state court to prevent implementa- on 1989 non—admij[t_ed direct premi-
all 401(k) plans Eliminating the pass-through already are offering a type of tion of the order, Mr Rahn said ums of $136 million (BI, Aug 13,
"l think It'S pretty muddled," FDIC coverage probably is not ex- guaranteed investment contract "We believe that we have been 1990)
said Kim McCarrel, a consultant pected to significantly Kurt mal]or that IS not backed by FDIC cover- more than reasonable in ;t))roviding The exchange monitors and con-
with The Wyatt Co in Portland, banks that have offered BICs like age, called synthetic GICs complete access to our books and trols ItS syndicate members but IS
Ore Bankers Trust Co, Citibank and These instruments, which are not records," he said also subject to oversight by the lllI-
Ted Athanassiades, executive vp Morgan Guaranty Trust Co considered deposits and therefore Mr Rahn emphasized that the nois Insurance Department
of New York-based Metropolitan Pension plan sponsors generally are not eligible for FDIC coverage, order would not affect the opera- The exchange's syndicates have
Life Insurance Co , agrees that the have focused on the banks' under- are backed by a pool of securities, tion of Alliance General Insurance combined policyholder surplus of
language of the proposal iS confus- lying credit rather than relying on like Treasury notes Co in Chicago, which owns the Al- about $130 milhon and a combmed
ing However, he said the Treasury the FDIC coverage, explains Brian The investments are placed in a hance syndicate asset base of more than $500 mil-
intended that the exception to eli- Ternoey, a consultant with A Fos- separate account that belongs to Alliance had not determined hon, the IE reports In addition, the
minating pass-through FDIC cov- ter Higgins & Co Inc in Prmeeton, the pension plan rather than to the whether it would aplgeal the order IIE has a guarant_y fund containing
erage apply to only self-directed N J "I think most of the people institution - to the IIE's board, Mr Rahn said more than $25 nifhon
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aggregate limit of liability, thus has indemnified these key Individ-
capping the amount underwriters uals under various liability poli-
are obligated to pay regardless of cies," the report said

we've been selling continuity the number of claims Many of the "The FDIC has a duty on behalf
What we see is something disturb- policies triggered by asbestos or of the government to show that it is
ing that continuity over the hort- pollution claims had no aggregate mitigating the cost to the taxpayer

zon cap

S&L study

Continued from page |

by any means which are reasonably
S&L-related liability is far more cost-effective This would Include,
mittee will gather will allow the serious for U S than for foreign in- for instance, pursuing litigation
underwriters to make changes to surers, said Mr Burnhope "It's not against directors and officers of an
policy wordings if necessary to primarily a London problem It's institution and any professional
allow them to continue under- primarily aUS problem " advisers who FDIC believes have
writing financial institution risks However, representatives of the contributed to the losses through
rather than pulling out of the class major U S property/casualty in- their negligence "
of business altogether, said Mr surer trade groups said they knew
Spreckley of no similar U S group studying to seek compensation presents an
"Nobody's panicking We're S&L losses
merely trying to educate our- The Beazley report points out derwriters that have written or
that for London underwriters the reinsured

The information the new com-

The government's determination
"exposure' for London un-

selves," he said

If the committee discovers that S&L debacle could be the greatest - Directors and officers liability
losses are worsening, -it's far more U S financial crisis since the insurance FDIC Chairman L Wil-
likely that we'll change the pricing Great Depression "It is being said ham Seidman has said that federal
of the product,” added Andrew that more than one-third of (U S ) bank regulators are considering
Beazley, another committee mem- savings and loan institutions will taking legal action against direc-
ber fall as well as a number of com- tors and officers of 1,300 failed

The 14-page report, "The Saving mercial banks," says the report
and Loan Crisis and Its Implica-

thrifts and banks There are also
Officials now project the final shareholder actions alleging vari-
tions for the London Insurance price tag for the financial institu- ous breaches of fiduciary duty by
Market," was written by Andrew tion failures at $500 billion over the directors
Beazley, another leading Lloyd's the next 40 years, the Beazley re- D&O policies do cover "wrongful
financial institutions underwriter, port says "This represents a cost acts " But regulatory erclusion
and his claims manager, Sarah to every man, woman and child in clauses in most would bar coverage
M M Fitzgerald Both are with un- the USA of $2,000," says the re- for actions on behalf of failed in-
derwriting agency Beazley Fur- port stitutions filed by regulators like
longe & Hiscox Ltd This estimate quoted in the the FDIC, said the Beazley report
"The purpose of this paper is to Beazley report comes from a July "The coverage debate is a cur-
act as an aid mennoir for under- 1990 report titled "FSLIC's Losses rent issue, but these exclusions
writing agents and is, therefore, -When and How They Accumu- should be valid defenses to the reg-
written with a view to the overall lated"” by analyst Bert Ely of Ely & ulatory actions and so mitigate or
scenario as opposed to a compre- Co Inc in Alexandria, Va Mr Ely avoid many of the D&O liability
hensive thesis on the subject,"” said reported that the then-current cost suits "
the Beazley report incurred by the government to The report does not comment on
This release of the report follows -clean up" already failed S&Ls a 1990 Maryland court decision
media attention concerning the had reached $147 billion (see chart, that strikes down the regulatory
S&L crisis, including estimates by page 1) exclusion in D&O policies (Bl, May
London law firm Davies Arnold & Government action by mid-1983 14, 1990)
Cooper that S&L failures could could have held the total to $47
cost London underwriters $3 billion to date, he said
billion to $5 billion (BI, Dec 31, "Claims that crooks stole a big as prima facie evidence of a
1990) chunk of the money that the S&L "wrongful act "
Those figures, contends Mr cleanup is going to cost are simply

The report also points out that a
thrift failure cannot be regarded

"This is especially so in the con-
Burnhope, are no more than "spec- not true," said Mr Ely "Crime, at text of so many failures occurring
ulative" estimates made by guess- most, cost insolvent S&Ls $5 in so short a space of time The
ing that the London market will billion, or approximately 3% of the problems caused to the industry by

incur about 1% of the total savings total cost of the (S&L) mess "
and loan losses

government deregulation political
Nevertheless, the Resolution Interference and ineffectual regu-
"The point we are trying to com- Trust Corp -the federal agency latory supervision have all played
municate is that there is no first- that takes over failed thrifts-ex- their part, as have simple economic
party coverage,” he said "The pects to discover fraud in 40% of causes, such as the real estate col-
mere fact that there is an inJury the 450 malor savings and loan lapse experienced in several terri-
doesn't constitute a claim The fi- failures, says the Beazley report
"The RTC argues that It has dis- - Fidelity policies and bankers
covered both mismanagement and blanket bonds, which provide cov-
Some have speculated that the fraudulent activity,” said the erage against dishonest or fraudu-
exposure to the London market IS Beazley report The RTC last Sep- lent acts committed by employees
similar in magnitude to asbestos tember reported that criminal in- Although the government has al-

and pollution claims, which have vestigations were pending in 437 of leged fraud in many of the failures,
cost the market billions of dollars

tunes
nancial distress has largely been

due to economic causes "

the 493 S&Ls that were in conser- "there are stringent proof-of-loss
But the Beazley report points out vatorship or had been closed
that asbestos and pollution losses

requirements in order for a claim
The RTC also said that it has so to be successfully presented (and)
were written on occurrence- far recovered $13 5 million in pro- the various policy conditions and
rather than claims-made-policies fessional negligence liability definitions to be satisfied,” the
so that policies written more than claims, but it is not known how Beazley report says
40 years ago had to respond to much has been recovered from in-
losses arising today
With the S&L crisis, "this is the Meanwhile, the Federal Deposit now allege that some law firms
first time the liability sector of the Insurance Corp has 500 S&L -re- that represented and advised S&Ls
insurance market has been faced lated lawsuits pend-ng, of which "gave incorrect advice or failed to
with a potentially serious situation about 400 are against directors and act with due diligence in that they
affecting current policies, the re- officers, 50 are against attorneys knew or should have known that
sult of which will differ from pre- for malpractice, and 25 are against certain transactions were either 11-
vious losses," noted the Beazley re- accountants, said the Beazley re- legal or were of such magnitude
port The magnitude of the insured port
losses from the S&L crisis will be

- Lawyers errors and omissions/

surers

malpractice coverages Regulators

and danger as to jeopardize the fi-
"The government, therefore, i S nancial security of the institution,”
formally seeking restitution from the report says
= Most of the affected policies those individuals who might bear
are written on a claims-made some responsibility for the losses," While lawsuits have been filed by
basis, so that only policies written warns the Beazley report "This the U S government against ac-
recently will be triggered. could include directors and offi- countants of failed S&Ls, unegh-
= Most claims-made policies in- cers of the failed institutions, and gence and causation must be

contained because

= Accountants E&O insurance

clude defense costs and legal ex- their advisers lawyers, account- proven in a specific situation and
penses within policy limits Thus, ants, appraisers and real estate ad- the large firms have shown every
the policies will be exhausted more visers indication of vigorously defending
quickly "This, in turn, presents a poten- these allegations,” the Beazley re-

= Most of the policies have an tial exposure to any insurer who port says

Court won't rule on parent's liability

WASHINGTON-The U S Su- vironmental Response, Compensa- suit filed by Macedonia, Ohio-
preme Court last week refused to tion and Liability Act extends the based Joslyn Manufacturing Co
review a federal appellate court definition of site "owner or opera- Inc The company was trying to
ruling that a parent company can- tor" to Include the parent of a 11- force Ruston, La -based T L James
not be held directly liable under able subsidiary (Bl, Feb 5, 1990)
the Superfund law for cleaning up

& Co to pay the costs of cleaning
The appeals court said the corpo- up pollution at a Bossier City, La,
pollution caused by a wholly rate veil separating parents and plant run by Lincoln Creosoting
owned subsidiary subsidiaries can be pierced only Co Inc, a former James subsidi-

The 5th U S Circuit Court of when a subsidiary is a "sham" set ary Joslyn purchased Lincoln
Appeals in January 1990 held that up to avoid liability Creosoting in 1950

nothing in the Comprehensive En- The litigation stems from a law- -By Stacy Adler

LG N e R e IF— T of — 0

DES granddaughter suit

ALBANY, N Y -The granddaughter of a woman who mgested the
anti-miscamage drug DES 30 years ago may appeal the dismissal of her
product habillty suit against five pharmaceutical manufacturers to the
U S Supreme Court

New York's highest court dismissed the suit last week, ruling that
product habihty would have been expanded beyond manageable limits
if the case had gone to tnal

In the case, 9-year-old Karen Ennght claimed that her grandmother's
mgestion of DES, or diethyilstilbestrol, set in motion a cham of events
that caused the girl's cerebral palsy The girl sued the five manufactur-
ers under the so-called market share theory of liability (Bl, Jan 14)

In its 5-1 decision, the New York Court of Appeals cited its 1981
decision m a suit filed by the bram-damaged daughter of a woman
whose uterus was punctured durmg an abortion prior to the plaintiffs
birth The court ruled then that allowing the plaintiffs suit would have
extended traditional tort concepts beyond manageable limits

"It is our duty to confine habihty within manageable limits Limiting
liability to those who mgested the drug or were exposed tO It In UterO
serves this purpose," the court ruled m the Enright case

"It's a major decision that should dissuade plaintiffs from filing simi-
lar cases m New York," said attorney A Edward Grashof of Wmthrop,
Stinson, Putnam & Roberts in New York, who represents RXDC Inc

The girl's attorney, Leonard L Finz m New York, said he may seek
review by the U S Supreme Court The plaintiff also may ask the
state Legislature to pass a law that would permit such lawsuits

Settlements in Delta crash

AUSTIN, Texas-The liability insurer for Delta Air Lines Inc is
paying $19 mlilion to settle three lawsuits related to the 1985 crash
of Delta Fhght 191 at Dallas Fort Worth International Airport

United States Aircraft Insurance Group in New York agreed to
pay $1 milhon to the three adult children of a woman killed in the
crash, $650,000 to the parent of a woman who died m the accident and
$250,000 to a woman-with several relatives aboard the let-who wit-
nessed the crash, according to Mike Davis, a plaintiffs' attorney with
Byrd, Davis & Eisenberg m Austin, Texas

The crash, which killed 140 passenger and crew, occurred during a
thunderstorm as the plane approached the airport (Bl, Aug 12,1985)

A federal appellate court earlier this year upheld a 1989 lower court
rubng that the letliner's crew was responsible for the crash (BIl, Jan 7)

Pettegrew resigns from pool

WALNUT CREEK, Calif -The chief admmistrative officer of a
large municipal risk financing pool has resigned in the wake of
an audit report cntical of the pool's management controls

Jeffrey W Pettegrew, who headed the Contra Costa Municipal Risk
Management Insurance Authonty, resigned Feb 15 after taking volun-
tary administrative leave Mr Pettegrew was named Busmess Insurance
Risk Manager of the Year in 1989 (BI, Apnl 10, 1989)

An auditor hired by directors of the authority-whose members 1-
clude 17 Contra Costa County municipahties--enticized authonty fi-
nancial controls and questioned various expenses that employees
charged to the authority Individual employees were not identified

Attempts to reach Mr Pettegrew were unsuccessful

Joseph Tanner, Pleasant Hills city manager and authority board pres-
ident, said "Jeff Pettegrew saved the cities of Contra Costa County
milhons of dollars No one can take that away from Jeff Pettegrew "

Robert Stockwell, former city manager of Sparks, Nev, was named
Interim replacement for Mr Pettegrew he said

Unocal settles safety dispute

SANTA ANA, Callf -Unocal Corp of Los Angeles will pay more
than $900,000 to settle a dispute with the Orange County District At-
torney over the safety of the 011 company's underground storage tanks

Under a settlement approved last week by an Orange County Supe-
nor Court judge, Unocal agreed to pay civil penalties of $750,000, in-
vestigation costs of $75,000 and another $78,845 to purchase a gas
chromatograph so county health officials can analyze soil that con-
tains gasoline In addition, Unocal has 30 days to obtain safety permits
for all its underground tanks

Prosecutors sought an miunction to shut down 72 of Unocal's 143
Orange County distnbutorships because the company had failed to ob-
tam the permits required for its underground storage tanks

Non-compliance with the county permit law poses a Serious threat to
underground water supphes, county ofhcials charged

Had the indunction been filed, Unocal would have faced daily fines of
$500 to $5,000 for each non-complying tank, amountmg to $150 mlilion
to $1 5 billion for the 4Va years it allegedly did not comply

Unocal distnbutors can purchase up to $1 million per incident/$1
milhon annual aggregate in environmental impairment habillty insur-
ance in a company-sponsored program The coverage is underwntten
by Great American Insurance Co of Cincinnati and brokered by Thor-
son & Associates of Diamond Bar, Callf

Briefly noted

Legislation, S 448, mtroduced in the Senate last week by Sen
Steve Symms, R-ldaho, would allow tax-exempt organizations to offer
401 (k) salary reduction plans to their employees High winds
caused an estimated $10 million of insured property damage to
portions of Florida on Feb 15, reports the Property Claim Services
division of the American Insurance Services Group The Senate last
week approved legislation to require employers to reinstate health
insurance coverage for employees when they return from military
service The measure also would allow doctors and other professionals
m the military to suspend premium payments for malpractice insurance
without endangermg their coverage The House passed a similar bill last
month (Bl, Feb 4) DeRoy C. Thomas, president and chief operat-
mg officer of TIT Corp and former chairman and chief executive of
r'I'T's Hartford Insurance Group, w111 Join LeBoeuf, Lamb, Leiby &
MacRae as a partner March 1 upon his retirement from I'l'T
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rokers hurt by static rates -=="""""

By LEONARD M. WILSON those achieved domestically Unfortunately, the first quarter they can have a noticeable «'620 v
Special to Business Insurance the currency effect cuts in the wrong di- impact as well df1 T:i;«
rection for broker profitability on North Having noted the negatives, we still expect « 600
NSURANCE BROKERAGE RESULTS for American business that is serviced in the operating progress for each of the brokers in ,
the fourth quarter and full-year 1990 are United Kingdom 1991 Marsh & MclLennan could receive a lift , 580 dtr L-1
now on the table Retrospective analysis is of Benefit consulting tg/picall advanced from the strong rise in capital markets, 1 /7 « 1 + 1
interest principally to discern emerging about 15% for the quarter and the full year, which bolsters the value of assets supervised , 1 560 14 A+

trends or changes that illuminate upcoming backing out the effect of acquisitions Marsh by its Putnam Management subsidiary
potential For the public brokers, this means & MeLennan and Alexander & Alexander Alexander & Alexander continues to work ' 540 L Trma+ro-a
an attempt to read the tea leaves of the pre- Services Inc both posted advances in that very hard at expense control Measures to
mium rate environment range The momentum of consulting shows improve internal productivity could enhance , 520
On the strength of fourth-quarter operat- no signs of decelerating, even though the re- comparisons in 1991 '
ing reports, an observer cession could crimp client outlays Arthur J Gallagher & Co should be able 1 500 : 911
would understandably Investment income was mixed with some to sustain ItS highly productive new business T&T

conclude that no material brokers ostingfsolid gains while others Program The compan 's self-insurance sub- # 44 4# 44 4 4't> 'f 11

shifts in rates had taken began to feel the effect bf the yeHr-over-year sidiary sh o signs of slackenind and may

)ill/ place However, renewals decline in_short-term interest rate again post gains of close to 20%

are currently under nego |§cussed in Frank B Hall & Co Inc has achieved brisk

Base = 100 on Dec 29,1978
_S=Ee-N*®_Imematioaallfc- J
' tiation for April and May, prior columns, has in fact slowed somewhat revenue growth in recent quarters, in spite of

a leap forward in time that We believe that new business averaged 13% the soft market Further progress seems a Insurance industry stocks dropped last week as

could validate widening to 14% of the quarter's commissions With reasonable expectation the Business insurance Index fell 6.0 points to

expectations for flattening lost business at an estimated 6%, net new WiIills Corroon PLC has not yet reported 624.7 on Feb. 22, from 630.7 on Feb. 15. Ad-
rates business amounted to 8% of commissions, a fourth-quarter and full-year results The vancing issues for the week were led by Chan-
U S retail brokerage m fairly robust rise for this stage of the cycle amalgamation of Corroon & Black and Willis dler Insurance, up 11.1%; Statesman Group
the fourth quarter mus- Expenses were a little more difficult to an- Faber seems to be proceeding, and conceiv- Inc., up 6.2%; and Trenw,ck Group Inc., up
tered only narrow commission gains for the alyze than usual due to year-end accruals ably 1991 synergies may emerge in both reve- 4.9%. Declining Issues for the week followed
public brokers Allowing for some variation that distorted comparisons We discern no nues and costs SCOR U.S. Corp., down 9.8%; Kemper Corp.,
in Individual performance, we calculate letup in the zeal for cost control Nonethe- The striking rise in the stock market in the down 8.7%; and USF&G Corp., down 7.3%. The
roughly a 4% average increase in commis- less, profit margins remained under pressure past eight weeks has lifted the prices of bro- most active issue for the week was Sears, Roe-
sions for the final quarter of the year Mod- as a result of the anemic performance of rev- kerage shares But we sense restraint on the buck & Co. (Allstate), with 4.5 million shares
est commission growth was registered enues Insurance brokerage headcount is not part of investors toward brokerage stocks traded. The 8/ Index was down 1.0%; The Stan-
whether for Marsh & MelLennan Cos Inc 's nsing to any degree Most of the expansion in owing to continued uncertainty over the dard & Poor's 500 fell 0.9%; the Dow Jones 30
book of business dominated by jumbo ac- staff IS aimed at supporting benefit consult- course of premium rates Investors blow hot Industrials were down 1.5%; and the New York
counts or Hilb, Rogal & Hamilton Co with ing with its strong forward motion or cold on brokerage stocks depending upon Stock Exchange Composite lost 0.8%.
its smaller commercial clientele Brokerage forecasts for 1991 increasingly their perception of the rate environment

Comparing this fourth-quarter growth m call for renewals to be on an as-is basis Currently, that perception iS less optimistic

commissions with that of the full year, we Some contacts have hedged as to the timing than a few months ago when strong compari-

find Q”;'X rsal]it%ht acceleration ﬁpr%%rgvrglg, of tpe fIattlgp;Qgswitp thq}gossib{iji{yytgqt soft sons b&é r%eneral Reinsurance Co raised ex- Feb. 21 1Y

Mr. Wilson

British Issues

premiu S on commercia still first-ha will be lance imited pectat Price P/E Div  Yield High-Low j
easing year over year We estimate a fourth- degree of firming in the second half Other Brokerage earnings would accelerate Companies pence pence % pence pence 1,
quarter decline in premium rates of close to factors, though, partly discernible in fourth- nicely m a truly flat rate environment, pro- , Comml Union 520 238 287 55 525-515 1
5%, assessing the interaction of new and lost quarter results, will impede 1991 compari- vi(led that the increase in expenses is held to 1 Genl Acadent 568 171 33 4 59 568--543 1,
business and growth in the renewal book sons 8% to 9%, a range that ought to be attainable Sdn Royal Exch 213 185 153 72 219-211

. Royal 431 229 340 79 431-418

Reinsurance brokerage on the domestic The decline in short-term interest rates Many brokers are persuaded that 1991 will Sun Alliance 365 12 © 16 7 46 377-365 1

side fared modestly better than direct bro- will hurt investment income Although in- be a year of flat rates But investors have a

kerage, with fourth quarter rises in the area vestment income is a small proportion of distinctly "show-me" attitude, whichwe ) I Brokers_ . __ . oo 10 47 sosee

of 6% to 7%, excluding special factors Rate total revenues, any shortfall drops 1Tmmedia- think will be dispelled only when revenue CE Hoath 487 14 1 34 5 71 4877_482 .
stability and increased facultative business tely to the bottom line, and can have a ma- growth accelerates and finally reheves 1 1

i ; - ; ) ) Hogg Group 175 114 97 55 181-175
account for the better comparisons Lower tenal impact on year-over-year comparisons pressure on operating margins and year- j ' Uoyd Thompson 519 213 100 31 321-319

retentions on the part of primary insurers Growth in premium throughput will provide over-year comparisons - 1 ' PWS Holdings 93 112 47 50 100-93
appear as yet not to be a contributor to only a modest offset to an almost unavoid- 1 1 Sedgwick Grp 240 178 160 67 259-240
progress in domestic reinsurance brokerage able drop in yields 1 1 Sféel Brrl Jones 279 165 147 53 279-270 " 1

International brokerage commission Contingent commissions also may be a Leonard M Wdson ts a senior up with Willis Gorroon - 278 205 160 57 29=2-278 1 ¢
growth, both direct and reinsurance, benefit- burden in the first half of the year, as they Lazard Asset Management Inc He ts a » Source Philip Olsen, Insurance Industry Analyst

London

ted from a depreclating dollar This transla- were in 1990 Contingents, too, are small rel- member of the New York Society of Security ,
tion effect boosted commission gains above ative to total revenues, but concentrated in Analysts — —

88 Industry Stock Report

FEBRUARY 19,1991 THROUGH FEBRUARY 22, 1991

Weekly Year to Date Annual MiVBk Weekly Year to Date Annual MikvBk
BROKERS Pice % change % change High Low Vol (000) $ Div % Yield P/E Book value value Pnce % change % change High Low Vol (000) $ Div % Yeld P/E Book value value
Liberty Corp NYS 46.00 s.16 1185 s0.25 3900 8 o.92 z.00 15 3182 145
Alexander & Alexander NYS 25.63 3.76 1081 28.88 16.13 250 100 3.0 19 o18 2.79 Lincotn Nationat NYS o6 as tass 56 50 30.75 2az oo som 2 4010 100
Gallagher Arthur J & Co NYS 2525 3.08 8.60 25.00 1978 289 064 253 18 5.33 ars NAC Ae Corp oTc 3750 o.e7 1364 ss25 2550 az ozo os3 16 2281 1.64
Frank B Hall .
NYS 22e 370 rose a=e =00 B3 000 ooo v =80 1 16 Navigators Group oTc 39.00 250 1908 4000 24.75 =2 ocoo coo 15 1522 2.56
" Hilb Rogal & Hamillon oTe 1388 183 593 16s0 11.25 162 o036 =259 e -0 302 Nobel Insurance LTD otc 3.13 202 a1z s.75 1.88 117 ©.00 coo 7.76 0.40
" marsh & Mclennan .
NYS 77.00 2.38 128 s2.00 59.75 654 260 338 19 1056 7 29 NWNL Companies NYS s88 s01 sasa 34.50 1175 404 132 5.10 B a7 sci oso .
Poe & Associates otc 0.75 ooo 2188 1300 775 © oao avo ° 1.03 5 05 Ohio Casualty Corp ore 4450 220 aoa sors  zers 100 oas 521 0 33.30 134
BROKERS
AVERAGE o7 34 24 " Old Republic Int | NYS 27.88 262 21.86 28.75 1900 80 o.76 273 6 30.70 o091
Orion Capital Corp NYS 2125 oss 2143 23.00 1300 13 ooz a.33 s 1972 1.08
CONGLOMERATES & HOLDING COMPANIES Phoenix RE Corp oTc o7s 400 25.81 1250 5.00 = ozo zos 122 1200 o751
9
% Protective Life Corp otc 1550 6.06 a.20 1750 1025 92 0.76 a.90 7 1454 107
Berkley W R Corp L oTce 2400 115 1733 as.00 zaso 20 0aa 1 0o 1z 25.06 1 76 Provident ble oTtc 2075 119 1857 26.25 1200 330 ooz a.as s 23.24 ose
3 Berkshire Hathaway Inc NYS 7900.00 2.60 18.35 8900.00 5675.00 © 0o.00 o.0o 25 2869 00 2.75 Re Capital Corp ASE 1525 ooo 1845 1525 11.75 31 ©.00 o.c0 1" 1443 106
"ITT (Haillord Group) NYS 55.25 474 1510 60.88 4025 1312 172 311 8 56.33 o0.98 ALl Insurance Corp NYS 1500 256 345 1550 os0o 26 oaa =293 ks 1242 121
Sears (Allstate) NYS 32.38 3.36 27.59 a1ss 22.00 aas2 200 &1 1z 3775 ose St Paul Companies otc 69.00 1a7 o6 7025 a7o00 611 2.60 3.77 s a3a7 159
CONGLOMERATES AVERAGE 196 26 14 SAFECO Corp otc 38.13 2.56 1597 4050 2513 525 1.36 357 ° 24.87 1.53
SCOR U S Corp NYS 1375 o84 1111 1525 sas a9 o.20 145 10 1061 130
INSURERS/REINSURERS Sembels Bruce Group oTc 675 s.as 58.82 1175 425 30 osze s33 2t 1375 oae
Selective Ins Group oTc 15.75 0.00 1887 1900 1250 35 1.04 6.60 6 1572 ico !
Statesman Group Inc oTc 269 620 71.98 3.00 125 aaa ©.00 o0.00 a a1o 0.64
Aetna Lile & Casualty NYS 45.38 692 1635 54 38 29 00 767 276 o8 8 58.11 o.78
Tok,0 Marine & File oTc s17s s.69 o.52 5813  34.50 18 o.26 os0 31 7093 073
Ambase Corp NYS o.eo ooo 119081 o.00 o1e 310 ©.00 coo o 2008 o.02
Torchmark Corp NYS 54.50 o001 1181 sss0 3800 223 1.40 2.57 13 1323 a1z
5 American General NYS 3688 137 1902 soes 2350 s03 2.00 saz= s saes 106
Transamerica NYS 36.50 104 11.88 4100 2325 403 1.96 537 " 3463 105
i i NYS 23.13 s.54 1012 24 50 1963 B 100 as=z 1 2260 102
American Heritage Travelers Corp NYS 20.13 sz20 210s sa.88 11.50 1224 160 7.5 1 4485 045
American Indemnity/Fin | otc 638 200 o6.15 7.25 275 4 o.08 125 19 1738 0.57 .
Tienw,ck Group Inc oTC 27.00 485 1676 26.75 1625 60 o.as 178 11 1691 160" 1
» Amencan International NYS s0s0 so8 17.72 o225 5700 1022 o4a4a oas 13 a192 2.16
United Fire & Casualty otc 38.50 253 o061 40.00 2z8.75 0 132 sas ° 2256 171
| Aon Corp NYS 3488 510 ose a1.38 26.75 408 1.52 a.s6 10 1962 178
USF&GCorp NYS 1113 729 asaz 30.13 700 1256 1.00 s.99 7 2287 0.a9
otc 73.00 2.67 14.06 7800 5300 66 1.60 2.19 7 3683 1.98
Argonaul Group UNUM Corp NYS se.88 521 21.08 63.00 32.13 612 o.80 141 1 3120 1.82
AVEMCO Corp NYS 28.00 0.00 1089 s0.13 21.13 © o.aa 1.57 18 os2 204
USLIFE Corp NYs 3338 664 1920 a1.75 2325 80 1.a8 a.a3 s s4.34 os1 .
Baldwin & Lyons Inc oTCc 2100 118 1200 21.88 1700 1 ozs8 1.33 8 2080 101
< Unitrin otc se.25 0.9 1789 36.75 24 50 288 oso == s 33.99 107
ASE 288 0.00 1500 538 175 o coa 139 72 s.03 o.36
Belvedere Corp Washington National NYS 1350 0.00 24.14 25.00 o.38 o6 108 s.00 56 3290 041
Chandler insurance oTc s7s5 1111 a5.45 1000 275 s0 coo coo 2 o53 oas
USLICO Corp NYS 2025 oe1 27 56 23.00 14.75 62 100 a.9a s 27.73 0.73
Chubb Corp NYS 6800 1.45 25.35 70 25 34.63 895 132 1oa 1 55.49 123
Zenith National Ins NYS 1600 323 1743 18.13 o.88 61 100 &6.25 31 1381 116
CIGNA Corp NYS 47.50 4.28 1621 5550 33.25 507 304 640 11 6664 071
INSURERS/REINSURERS AVERAGE 11 204 34 150
CNA Financial Corp NYS 8900 114 2969 91 00 49 50 141 coo coo 15 5487 162
Coni.nental Corp NYS 2850 656 1457 s1.38 1s7s Z10 2c0 912 i 4136 069 HEALTH MAINTENANCE ORGANIZATIONS
Durham Corp oTc 26.25 ooa 6.25 3400 2300 a ooz 350 13 26.32 1.00
. Fund American Corp NYS s7es oea 11.57 58 50 29.50 344 oes 117 24 3274 177 FHP International otc 21.75 543 azez 23.25 9.75 1132 ©coo ocoo 18 354 6.14
Fremont General Corp oTc 16.13 o7s 11.21 21.13 10.13 113 080 496 s 1909 osa HMOAmerica Inc oTc 769 538 18.28 850 4.25 240 ©.00 ocoo 11 112 6.86
Frontier Insurance Group NYS 20.75 119 °.21 3300 1538 & ooo coo ° 729 285 Pacificare Health Sys oTc 2150 5.49 32.31 2600 1200 278 ooo ocoo 15 635 3.39
-. General RE Corp NYS o7.25 214 .57 ooaas 6900 566 1.68 1.73 14 2904 335 Safeguard Health Enter otc 4.88 263 263 7.63 4.00 s25 ©.00 0.00 1 2.00 1.63
Hanover Insurance Co oTc 2925 ose 1038 s0s0 21 0o 36 oaa 150 13 3203 o941 Sierra Health Services ASE 20.25 241 a7.27 21.38 s50 294 0.00 0.00 so oez 32.66
i Harleysville Group oTc 25.75 2.83 1257 2650 1350 14 osa 2.49 8 1894 1.36 United Healthcare Corp oTc 31.38 3.46 34.95 3388 200 2001 o1=2 ozs 55 034 9228
5, Harmord Steam Boiler NYS so.88 a8 2282 62.13 a350 126 1.80 3.01 16 1804 316 United Medical Corp ASE s.63 sa8 781 1138 663 12 o0.z20 =232 11 5.70 151
Kansas City Lite Ins oTc 3300 3.13 c.88 36.50 30.00 4 1.20 364 8 3922 osa U S Healthcare oTc 41.50 184 a1.28 az.88 1013 2401 0.8 116 26 s.07 1352
Kemper Corp NYS s013 671 26.84 43.13 17.13 311 ooz 305 116 2907 101 HMOs AVERAGE 20 284 os 22
r Law,ence Insurance Group ASE css 0.00 179 213 638 O o336 s5.24a 1 440 1.56 ALL COMPANIES AVERAGE 1z 191 29 15
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Sigmund
was
wrong.

According to Freud, there are no
accidents. But why, then, are we the
largest accident and health
reinsurer in America?

Because Duncanson & Holt has
always strived to be the best.

We've built a solid reputation

for financial strength, integrity,
innovation and sound manage-
ment. We've provided our
reinsurance clients with innovative,
flexible products and superior
service.

In being the best, we’ve become
the biggest. And that’s no accident.
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Duncanson & Holt

By any measure, first in the field

Atlanta, Chicago, Dallas, Hartford, London,
New York, Philadelphia, Partland (Me),
San Francisco, and Seattle
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