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Insurers fight
rate reforms
in California

By GLENN HUNTLEY

SACRAMENTO, Calif.-The insurance industry is fueling a
high-powered campaign in California to stall six proposed
ballot initiatives that seek to slash rates from 20% to 50% in

the nation's largest private-passenger automobile insurance
market.

And, one of the proposals seeks to roll back all property/
casualty insurance rates to 20% below November 1987 levels.

Part of the insurance industry's lobbying budget-which is
starting at $8.5 million-also will be used to promote a plan
to institute no-fault auto insurance as proposed by the Assn.
of California Insurance Companies.

So far, the Insurance Industry Initiative Campaign Com-
mittee has collected $2 million, said John Crosby, who is on
leave from his job as senior vp of the National Assn. of Inde-
pendent Insurers to manage the campaign. The industry ini-
tiative also has the backing of the Western Assn. of Insurance
Brokers and the Independent Insurance Agents of California.

The expense of the initiative campaigns worries many ob-
servers, who say the process can cost hundreds of thousands
of dollars just to qualify a single petition for the November
ballot. The costs could reach tens of millions of dollars if

several proposals qualify.
Mr. Crosby said he hoped to keep the industry's initiative

campaign expenses below $1 per voter. Some 12.1 million
voters are registered in California, according to the state
Election Division.

While most of the seven proposed insurance reform initia-
tives deal primarily with personal automobile coverage, one
initiative proposes drastic premium cuts for all property/ca-
sualty lines that could send shock waves through the in-
dustry nationwide, observers say.

More than 600 insurers are based in California or do busi-

ness there, and "it will affect all of them, whether they do
personal or commercial lines," said Lowell Beck, president of
the National Assn. of Independent Insurers in Des Plaines,
Ill.

California accounted for more than 1596-or $26.5 billion-

of the nation's total property/casualty premium volume of
$176.1 billion in 1986, according to A.M. Best Co. in Oldwick,
N.J.

California's auto insurance market-the primary target of
six of the initiatives-accounted for $10.6 billion-or
14.4%-of the $73.4 billion auto insurance market nation-

wide. Of that $10.6 billion, $8.65 billion was paid in premi-
ums for private passenger automobile insurance.

Furthermore, California is considered a bellwether state,
and it is feared that if California clamps down on insurance
prices, other states will follow suit.

The rising cost of personal automobile insurance is a grow-
ing issue nationwide. Late last month, USA Today devoted its
entire editorial page to the issue.
Voters in California-particularly in the Los Angeles area
-are up in arms over auto insurance rate hikes averaging
18% annually.

Insurers attribute the increases largely to a 29% statewide
surge in lawsuits involving auto accidents during 1986. In Los
Angeles County alone, the number of lawsuits increased a
whopping 47.3% that year. Insurers also cite increases in the
costs of medical care and auto repairs.

The initiative campaign marks the second time in two years
the state has become a battleground for insurers. The insur-
ance industry won a highly publicized battle in 1986 with the
passage of Proposition 51, which eliminated joint and several

Continued on page 27
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Court allows health providers
to sue employers under ERISA

WASHINGTON-The Supreme Court
last week refused to review an Illinois

Supreme Court decision that allows
health care providers to sue employers
under federal benefits law for unpaid
fees.

The case involves five chiropractors
who sued Moline, Ill.-based Deere & Co.
for not paying $940,000 of fees the
chiropractors charged for treating Deere
employees.

The chiropractors brought suit under
Continued on next page

Pollution
Insurer's proposal could cut EIL costs

By DEBORAH SHALOWITZ

HARTFORD, Conn.-The costs to
businesses and insurers of cleaning
up hazardous waste sites and paying
related third-party bodily injury and
property damage claims could be
greatly reduced under a new proposal
by an insurance company executive.

Under the proposal, a fund estab-
lished with annual assessments from

companies responsible for pollution
incidents, insurers, reinsurers and the
federal government would pay all
costs to clean up hazardous waste
sites and pay related third-party
claims.

The annual assessment would cap
participants' costs; they would have
no further financial obligation for
any pollution-related claim against
them after they pay the assessments.

In addition, the no-fault framework
of the plan could reduce litigation
costs stemming from the increasing
problem of hazardous waste damage
and cleanup (see chart).

The voluntary fund concept,
dubbed the Comprehensive Environ-
mental Response Authority, was out-
lined earlier this month by DeRoy
Thomas, chairman of Hartford Insur-
ance Group of Hartford, Conn., a unit
of ITT Corp.

"If CERA is established, the ju-
dicial system will be relieved of the
burden of costly lawsuits that will
be filed in the coming years by the
(Environmental Protection Agency)
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against polluters, by corporations
against their insurers and by people
who are just now becoming aware of
the toxic hazards to which they been
exposed," Mr. Thomas said.

The proposal "would provide a safe
harbor of reasonable and certain
costs to American corporations and
insurance companies" stemming from
pollution liability, he asserted. "And

1983 1984 1985 1986

I Aggregate number of sites

1987

it will consolidate the process under
one system's set of rules, rather than
relying on the current haphazard sys-
tem that varies by insurance contract,
by state or by the mood of an individ-
ual judge or juror."

CERA also is designed to meet the
strict financial responsibility re-
quirements imposed by federal law

Continued on page 29

Oxy told to pay Love Canal cleanup
By DOUGLAS McLEOD

BUFFALO, N.Y.-Occidental Chemical Corp., held li-
able last week for cleanup costs at the polluted Love
Canal landfill, will appeal the decision while also pursu-
ing a lawsuit against dozens of its liability insurers for
coverage for pollution-related losses.

U.S. District Judge John T. Curtin ruled last week that
Occidental must reimburse the U.S. government and the
state of New York for the costs of remedial action at
Love Canal, where Occidental-formerly known as
Hooker Chemicals & Plastics Corp.-disposed of thou-
sands of tons of hazardous chemical waste between 1942
and 1953.

Occidental is liable under the Comprehensive Environ-
mental Response, Compensation and Liability Act-better
known as the Superfund Act-for government cleanup
costs incurred both before and after the law took effect on

Dec. 11, 1980, Judge Curtin ruled.
A separate trial will be held to determine damages.
An Occidental spokesman said the company will appeal

Judge Curtin's ruling.
Meanwhile, Occidental last month received a New York

state court's permission to file an amended complaint
against Hartford Accident & Indemnity Co. and many
other primary and excess liability insurers.

The suit seeks a ruling that the insurers are liable for
defense and indemnification of claims related to Love
Canal and six other polluted sites in the Niagara Falls,
N.Y., area.

Several of the insurers have contributed to defense costs

and settlements already reached involving some of the
sites, though the insurers have made the payments under
a reservation of rights, according to the lawsuit.

Occidental claims that the insurers' failure to pay de-
fense costs and contribute to settlements and clean-up
costs has cost it a total of $80.1 million in damages as of
April last year.

Occidental had $320 million in liability insurance be-
tween 1963 and 1979, court papers show (BI, Jan. 21,
1980).

Occidental, a unit of Los Angeles-based Occidental Pe-
troleum Corp., started using Love Canal as a waste dis-
posal site in 1942 under an agreement with the Niagara
Power & Development Co. The chemical firm bought the
property in 1947 and sold it in 1953 to the Niagara Falls
Board of Education.

During the 11 years it used Love Canal as a disposal
site, Occidental dumped 21,000 tons of various hazardous
chemicals on the property.

Contaminants from the site were found in 1978 to have

leaked into an elementary school and dozens of homes
adjacent to the property, and hundreds of residents were
evacuated.

Ten years later, significant portions of the cleanup have
yet to be completed, said New York Assistant Attorney
General Eugene Martin-Leff.

For example, government agencies have prepared a plan
to excavate and incinerate contaminated sediment at the

Continued on page 29
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Update-
Suits for health care fees OK a Property insurer must pay
Continued from prevzous page
the Employee Retirement Income Security Act of 1974, which states for remedial action .

that participants and beneficiaries of a plan may sue their em-
. Court

ployer under ERISA
The Illinois Supreme Court ruled that health care providers are

beneficiaries under ERISA but, moreover, that a patient assign- By STACY ADLER The policy, which was in effect from January 1983 to

ment alone qualifies them to bring suit
January 1984, had an annual aggregate limit of $4 mil-

SAN JOSE, Calif -A property insurer has a duty to lionThe decision "puts a tremendous burden on employers," said
Hubbard Neighbour, Deere's attorney, with Bozeman, Neighbour,

indemnify its policyholder when a covered peril threa- The insurer also paid for minor damage to the town-
tens to damage insured property, even if no damage homes Altogether, Covenant Mutual paid $300,000 to

Patton & Noe in Moline, Ill has occurred, a California appellate court says the townhouse prolect following the storms
Employers that do not want providers to become beneficiaries In what could be a far-reaching decision favoring But, the Cypress Grove Townhouse ProJect Commit-

under their plans "could say, 'I'm not going to recognize an assign- policyholders, the California 6th District Court of Ap- tee argued that the emergency repairs would not with-ment,' and employees would have to apply for reimbursement from peals ruled that a policyholder does not have to prove stand another storm and that the townhomes were in
the company," Mr Neighbour said

Francis Van Hooreweghe, attorney for the chiropractors, with actual physical damage to its property to force an in- imminent danger of being damaged
Van Hooreweghe, Fackel & Thuline in Moline, says that is unlikely surer to make the property as safe as it was be- The committee asserted the insurer had a duty to

fore a covered peril occurred erect a permanent structure that would protect the
The case now returns to the Circuit Court of Rock Island in Rock In fact, last week the decision, which involves Cove- townhomes from future storms and sued Covenant Mu-

Island, Ill, to determine how much, if anything, Deere owes the nant Mutual Insurance Co, was suggested as a prece- tual in Santa Cruz County Superior Court, seeking in-
chiropractors

In a similar case, Misic vs Building Services Employees Health &
dent in the coordinated asbestos coverage litigation demnification for the cost of the permanent structure
under way in San Francisco (BI, June 1, 1987) While the cost of the unbuilt structure has not been

Welfare Trust, the U S Court of Appeals for the 9th Circuit in San
Francisco decided a dentist could sue a welfare plan under ERISA

"The decision dramatically extends the liability of determined, lt has been described as a "multimillion-
but that the dentist was not a beneficiary

insurers beyond" the language of property insurance dollar structure" by attorneys for Covenant Mutual
policies, says Royal Oakes, an attorney with Barger & In response to the committee's suit, Covenant Mutual

Sedgwick revenues top A&A's
Wolen in Los Angeles who represents insurers in cov- argued that the DIC policy did not require it to make
erage litigation the buildings safe, but only to compensate the owners

Covenant Mutual ts seeking a California Supreme for actual property damageLONDON-The decreasing value of the U S dollar has pushed
Lloyd's of London broker Sedgwick Group PLC into second place

Court review of the decision The trial court in 1985 issued a summary judgment
The decision involved a January 1983 storm that da- in favor of the insurer The committee then appealed toin terms of worldwide brokerage revenues, moving ahead of Alex- maged sand dunes that protected the Cypress Grove the state appellate court

ander & Alexander Services Inc

Sedgwick last week reported gross revenues of 650 9 million
Townhouse Project-an ocean-front townhouse com- The three-]udge appellate panel, in overturning the

pounds in 1987, only a 1 6% increase from 640 4 million pounds in plex m Santa Cruz, Calif -from wave damage trial court's decision, unanimously ruled in December
Emergency repairs were made to temporarily protect that although there was no subsequent property dam-1986 However, in dollar terms at the appropriate year-end ex- the townhomes from wave damage Those costs were age to the townhomes following the 1983 storms, thechange rates, Sedgwick's revenues ]umped 17% to $1 23 billion in

1987 from $1 05 billion in -1986 A&A reported 1987 revenues of paid by Covenant Mutual, which wrote a difference- weakness of the temporary repairs put the complex in
$1 12 billion

in-conditions insurance policy for the townhouse danger Therefore, the court said, Covenant Mutual
Continued on page 21

Nevertheless, Sedgwick's pretax profits dropped 25 4% to 101 1 Project

million pounds ($ 191 1 million) from 135 5 million pounds ($200 5 1

million) in 1986
Sedgwick Chairman Carel Mosselmans blames the softening

property/casualty insurance market, particularly in the United Risk retention group says
States, and the dollar's decline for Sedgwick s lower profits

Brokerage revenue also decreased 18% at E W Payne Cos Ltd,
Sedgwick's reinsurance brokerage arm, to 87 million pounds
($164 4 million) in 1987 from 106 million ($156 9 million) the prior Kentucky violated 1986 act
year, partly because U S subsidiary Sullivan Payne Co has lost
business, Mr Mosselmans admitted He added that business is eur- By JERRY GEISEL AIF hopes to write liability insurance with up to a
rently being replaced $1 million combined single limit and at least

Revenues at Fred S James & Co Inc, Sedgwick's U S bro- FRANKFORT, Ky -Two Kentucky state agencies $150,000 of cargo insurance limits for motor car-
kerage unit, increased 13% to 278 million pounds ($525 4 mil- are violating the Risk Retention Act by refusing to mers nationwide after the litigation with Kentucky
lion) from 245 million pounds ($362 6 million) in 1986 recognize that insurance written by an Indiana-do- and Wisconsin is resolved, said Vp Harold Anton-

Sedgwick's London-based wholesale/retail broker, Sedgwick miciled risk retention group meets the state's finan- son In the meantime, the risk retention group is
Ltd, was the largest contributor to the company's profits, even cial responsibility requirements for motor camers, providing only cargo insurance to ltS Six members,
though brokerage revenue only marginally increased to 218 million the risk retention group charges. all of which are based in Indiana, he said

pounds ($412 million) from 217 million pounds ($321 2 million) in The American Inter Fidelity Exchange, a risk re- AIF, which has about $1.4 million in capital and
1986, Mr Mosselmans said tention group that hopes to write liability insurance surplus, is organized as a reciprocal in Indiana Its

for motor carriers nationwide, filed suit in US attorney-in-fact iS American Inter Fidelity Corp of
Liquidator charges contempt District Court in Frankfort after the Kentucky Hobart, Ind.

Transportation Cabinet rejected AIF insurance cer- At issue in the litigation is whether the federal
JEFFERSON CITY, Mo -The liquidator of Transit Casualty Co tificates presented by motor carriers seeking to op- Risk Retention Act pre-empts state laws that man-

has asked a Missouri court to find Pfizer Inc, a Transit policy- erate in Kentucky date the types of insurers that certain businesses
holder, m contempt for trying to collect claims directly from Tran- The Kentucky agency relected the certificates be- must use to satisfy state-imposed financial respon-
sit's reinsurers cause the group is not an authorized insurer in the sibility requirements

Pfizer, a New York-based pharmaceutical company, sued numer- state Under a Kentucky statute, a motor carrier Congress expanded the 1981 Risk Retention Act
ous Transit reinsurers and a former Transit managing general agent must, among other things, have liability insurance in 1986 to allow risk retention groups hcensed m
in Cook County Circuit Court in Chicago last October issued by an insurer authorized in the state one state to provide all types of commercial liability

The complaint asked for a ruling that the reinsurers be held The AIF complaint seeks a ruling that the Ken- coverage, except workers compensation, to mem-
jointly and severally liable to Pfizer for an unspecified amount of tucky Department of Insurance and the Kentucky ber-owners nationwide without being licensed as
losses and defense costs that Pfizer said should have been paid by Transportation Cabinet accept certificates of insur- admitted insurers in other states or having to use
Transit (BI, Jan 4) ance from risk retention groups licensed commercial insurers as a front.

However, lawyers for Transit's receiver last week asked a Mis- AIF also has filed a similar suit against the Wis- This was extended under the 1981 act only to risk
souri state judge to hold Pfizer in contempt for violating the Mis- consin Insurance Department and settlement dis- retention groups chartered to provide product
souri court's 1985 liquidation order en]01ning any attempts to ob- cussions are under way in both cases. Continued on page 12

-tam judgments against Transit or its assets or to interfere with the
liquidation, the contempt motion states

Cole County Circuit Judge Byron L Kinder has scheduled a Inside
March 21 hearing at which Pfizer must show cause why it should
not be held in contempt

4 This week's editorials praise a proposal to create a Departments
Avis, Hertz sued over CDWs fund to pay for pollution damage in the United States and

chide Sen Edward Kennedy for breaking a promise by Around the states 22

CHICAGO-Two lawsuits filed this month charge two rental car adding more benefit mandates to his group health care Bermuda briefs -..........................24

companies with fraud and deceptive trade practices for failing to coverage legislation PAGE 8 Classifieds 96 ...

inform consumers that collision insurance for their personal auto- Comings & goings: buyers - ....... .................13

mobiles may also cover damage to rented cars 7 A New York insurance regulation requires purchasing Comings & goings: industry ----.........................10

The nearly identical suits, filed ln Cook County Circuit Court by groups to attempt to place coverage with authorized in- Datebook 23

an individual and a couple who paid an average $10 45 daily charge surers before tapp, ng non-admitted markets PAGE 12 Financial briefs --mil-I.
22

for collision damage waivers, seek unspecified damages and an in- Insurance services guide ...........30

lunction against Avis Rent A Car System Inc and Hertz Corp ,•0 Laurel N,cholson, a pnnc,pal at William M Mercer- Legal briefs
On

The lawsuits, which seek certification as class actions, were filed Me,dinger-Hansen Inc, suggests,n Perspective that em- Letters
on behalf of all similar U S consumers who rented a car from either ployers gauge worker reaction to employee benefit plan London

14

company during the past three years "Employers could be covered changes before they are implemented PAGE 19 Markets........... 24

by the class," said plaintiffs' attorney Clinton A Krislov PC of Opinions............................................................. ..8

Chicago 7 Contnbutions to the Robert S Spencer Memonal Foun- Perspectives ......... ....... ......... ......... ........ .......19

Continued on page 30 dation scholarship program total $64,000 PAGE 27 Risk retention roundup.......... . ......... ..15

Ticker 91
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• A story in the Feb 15 issue did not note that Lawrence Wolther, ment in U S property insurance policies PAGE 28 Vol 22, No 9-Business insurance (ISSN 0007-6864) ts published weekly
at 740 N Rush St, Chicago, Ill 60611-2590 Second.class postage ts paid

president and founder of the National Chiropractic Review Service, at Chicago, Ill, and at additional mailing offices Postmaster Send address

is a doctor of chiropractic medicine He was referred to as Mr ;00' Securities analyst Myron M Plcoult of Oppenhe,mer & changes to Business /nsurance, Circulation Department, 965 E Jefferson
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Loan regulations could hurt 401(k) plans
By DONNA DiBLASE

WASHINGTON-Proposed regulations governing loans
from defined contribution plans may have a chilling effect on
401(k) salary reduction plan participation, employee benefit
consultants say.

The regulations recently proposed by the Department of
Labor appear to question whether the vested portion of an
employee's 401(k) account balance can be used as security or
collateral for a loan from the plan.

If account balances cannot be used as collateral, 401(k)
plan loan options could be killed, consultants say.

"This would certainly potentially reduce either the contri-
bution level or the rate of participation in 401(k) plans," said
Robert H. Shannon, a principal in the New York office of A.
Foster Higgins & Co., the benefit consulting arm of Johnson
& Higgins.

Some companies are adding loan provisions to their 401(k)
plans to build interest in the plans among lower-paid em-
ployees to ensure that their plans meet the stricter non-dis-
crimination rules in the Tax Reform Act of 1986 (BI, Feb.
15).

In addition, many employers have offered loan features
since the enactment of stricter regulations governing 401(k)

The proposed rules 'would certainly
tpotentially reduce either the 66ntribution

level or the rate of participation in
401(k) plans,' says Robert H. Shannon

of A. Foster Higgins & Co.

distributions before employees reach age 59/2 to provide em-
ployees with some access to their money.

"If loans were not available, in general this would have a
chilling effect on 401(k) plans," said Fred Rumack, director
of the tax and legal services division of Buck Consultants Inc.
in New York.

"401(k) plans have been popular for a long time with
lower-paid employees if they know they have some accessi-
bility to the money, like through loans. Now that early
(hardship) withdrawal involves a 10% excise tax, we've seen
more interest in loan programs by employers," Mr. Rumack
explained.

Besides affecting 401(k) plans in particular, the proposed

Liquidation is sought
for mortgage insurer
hurt by EPIC debacle

By JUDY GREENWALD

LOS ANGELES-The California Insur-

ance Department is moving to liquidate
TMIC Insurance Co. after finding that the
mortgage insurer faces an estimated future
deficit of close to $350 million.

TMIC, a unit of Los Angeles-based Ticor
Mortgage Insurance Co., has been in rehabil-
itation for nearly two years. It had a 1987
year-end deficit of $169.5 million.

The California Insurance Department last
week petitioned the California Superior
Court in Los Angeles to liquidate TMIC. If
loss projections are accurate, TMIC's insol-
vency would be one of the largest insurer
insolvencies ever (BI, Nov. 16, 1987).

If TMIC is liquidated, its policyholders
cannot seek coverage from state guaranty
funds because the funds do not respond to
mortgage insurance claims.

Among those facing losses because of
TMIC's problems are the Federal National
Mortgage Assn.; the Federal Home Loan
Mortgage Assn., which purchased mortgages
insured by TMIC, issued securities backed by
the mortgages and sold them in the second-

ary market; and savings and loans.
The federal agencies would be responsible

to their investors for any defaults because
they guarantee the securities. But, buyers of
TMIC-insured mortgage securities from sav-
ings and loans and S&Ls still holding the
mortgages have no such guarantees and
would lose if there were defaults.

The court set an April 6 hearing on the
petition to give TMIC policyholders an op-
portunity to present alternatives to liquida-
tion, said A. Harold Janken, an Insurance
Department manager who is overseeing the
TMIC rehabilitation.

"It's a possibility. Whether it's a probabil-
ity or not, I can't say," Mr. Janken said.

TMIC had assets of $325.9 million and lia-
bilities of $495.4 million-a deficit of $169.5
million-at year-end 1987, according to liq-
uidation papers filed by the department.

A year earlier, TMIC had assets of $347
million and liabilities of $403.9 million-a
$56.9 million deficit-court papers say.

TMIC's deteriorating financial condition
caused the California department to stop
TMIC from paying claims in January, which

Continued on page 28

Post-contract collections

subject to NLRB: Court
By STACY ADLER

WASHINGTON-The National Labor Re-

lations Board-not the courts-has jurisdic-
tion over suits filed by trustees of multiem-
ployer benefit plans against employers that
fail to contribute to the plans after labor
contracts expire, the Supreme Court says.

In upholding an appellate court ruling, the
Supreme Court ruled 8-0 that the intent of
Congress when drafting the Employee Re-
tirement Income Security Act of 1974 to
leave such disputes to the NLRB "is so
plain" that the trustees should appeal to
Congress, not the courts.

A 1980 amendment to ERISA says that
multiemployer plan trustees can file suit
against an employer in a federal court only if
the employer fails to contribute the nego-
tiated amount due under a labor agreement.
ERISA does not stipulate what course trust-
ees can take when an employer fails to make
contributions after a labor agreement ex-
pires and is being renegotiated.

"The decision will frustrate plan adminis-
trators from fulfilling their fiduciary duty,"
remarked Kenneth Camisa, a consultant in
the New York office of Martin E. Segal Co.

The Supreme Court decision stems from a
suit filed by the trustees of Laborers Health
and Welfare Trust Fund and seven other

northern California plans against Advanced

Lightweight Concrete Co. The trustees sued
Advanced Lightweight when the construe-
tion company stopped making contributions
to the pension plan after the expiration of a
labor contract on June 15, 1983.

The trustees had argued that they should
be able to sue for damages in federal court.
But the Supreme Court disagreed.

"Both the text and the legislative history
of (ERISA) provide firm support for the
Court of Appeals conclusion that this rem-
edy is limited to the collection of 'promised
contributions,' " not post-contract contribu-
tions, said the high court decision.

Blythe Mickelson, the attorney repre-
senting the trustees, pointed out several
problems with seeking recourse through the
NLRB, including the fact that the NLRB has
discretionary oversight and can decide not to
hear a case brought by trustees.

"The NLRB has in the past settled fot less
than full amount of contributions sought,"
she said. Furthermore, the NLRB does not
have the ability to award attorneys' costs
or punitive damages, said Ms. Mickelson,
with the San Francisco firm of Van Bourg,
Weinberg, Roger & Rosenfeld.

Blaine Bos, a consultant with A. Foster
Higgins & Co. in Seattle, also noted the rul-
ing does not address whether employers are
obligated to make contributions while the
labor agreement is being negotiated. •

regulations also would make administration of loan pro-
grams for all types of defined contribution plans more diffi-
cult, consultants add.

The proposed regulations clarify Section 408(b)(1) of the
Employee Retirement Income Security Act of 1974, which
permits pension plans to make loans to participants only
if the loans meet certain criteria.

Employers have operated defined contribution plan loan
programs under general guidance from the Labor Depart-
ment since ERISA was enacted; final loan regulations have
never been promulgated.

Under the Labor Department's proposed regulations, the
five criteria that loans from defined contribution plans must
satisfy would be:

• The loans must be available to all participants and ben-
eficiaries on a reasonably equivalent basis. Plan fiduciaries
could consider only those factors that would be considered by
a bank in making a loan, like creditworthiness or financial
need.

• The loans must not be made available to highly compen-
sated employees, officers or shareholders in any amount
greater than the amount made available to other employees.
The maximum amount of a loan for all employees can be

Continued on next page

Photo Lloyd s of London

Fireworks exploded overhead as the new Lloyd's of London building was
specially illuminated to observe the market's 300th anniversary on Feb 18

Many Lloyd s syndmates
won't use full capacity

By STACY SHAPIRO Queen Mother, during a Feb 18 tour of
Lloyd's

LONDON Many Lloyd's of London The tour followed an extravagant cere
syndicates will only write 60% to 65% of mony to specially light the new Lloyd's
their premium income capacity this year building in commemoration of the mar
because of increasing competition m the ket's 300th anniversary The Queen
property/casualty insurance and reinsur Mother turned on the lights illuminating
ance business and the declining value of the new building and watched, with the
the U S dollar, says Lloyd's Chairman rest of the market, a display of smoke
Murray Lawrence lights and videos inside Lloyd's atInum

As a result, Lloyd's underwriting agen followed by a fireworks display above the
cies probably will recruit "very few new building
syndicate members in 1989, said Mr Afterwards, while introducing the
Lawrence Queen Mother to people gathered on the

In an interview with Business Insur ground floor of the new Lloyd s building,
ance last week, Mr Lawrence explained Mr Lawrence explained to her that fewer
remarks he made to Queen Elizabeth, the Continued on page 6
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401(k) loans
Continued from previous page
set as either a dollar amount or

as a percentage of vested accrued
benefits.

• Loans must bear a reasonable
ra. a of interest.

This is defined as a rate that

prc=ides an investment return to
the plan commensurate with the
prevailing interest rate charged by
bar.ks or ether commercial lending
ins..tutions.

• The loans must be adequately
secured.

• The loans must be made in ac-

corE ance with specific provisions
giverning the administration of
the.oan program.

The provisions must be included
in the plan documents and include
the identity of the person or posi-
tfon authorized to administer the

lear program; the procedure for
app.ying for loans; the basis for
app:oval or denial of loans; any
li'mitations on the types or amounts

'The pens,(66:plan lechnicallyf»ouldn'tbe able to
recoup the balante'bf an employee who defaults

on a loan until the person would otherwise be
leaving or taking a normal distribution at age

591/2,' says Joseph Walshe of Coopers & Lybrand.

of loans; the procedure for deter-
mining a reasonable interest rate;
the types of collateral required;
and the events constituting a de-
fault and the steps that will be
taken to secure plan assets in the
event of a default.

The regulations would be effec-
tive retroactive to Jan. 1, 1975.
However, emE loyers would have
until Jan. 1, 1989, to update their
plan documents with specific pro-
visions governing administration
of loan programs.

The issues of adequate security
and reasonable interest rates are
the most controversial points in the

Hartford Fire International

keeps getting bigger
for one simple reason:

to serve you better.

The bigger we are in overseas
coverages, the better we're
able to serve you and your
clients. That's why Hartford
Fire International recently
boosted its available property

capacity to $25 million.
HFI can provide your

multinational clients with a

complete line of primary property/
casualty coverages. Property Lines. Workers' Comp.
General Liability. Auto Liability. We can also provide
Umbrella and Excess coverages.

We're ready to serve you now. Contact Scott Martin,
Asst. V.R., Hartford Fire International, Hartford Plaza,
Hartford CT 06115. (203) 547-2309

In the Chicago area, call Ed Kist at (312) 346-6000. In
New York City, Carey Fiertz at (212) 553-8732. In Los
Angeles, Paul Kellogg at (213) 487-5051.

At Hartford Fire International.we give you the
world, and that makes all the dif- Idk ¥2
ference. The Hartford Difference. 55: EE-

proposed regulations, consultants
say.

The proposed regulations define
adequate security of a loan as
being something that "can be
sold, foreclosed upon or other-
wise disposed of in default of the
loan."

In most cases, a participant's ac-
count balance now is used as col-

lateral to back up the loan from a
defined contribution plan.

In the event of default, the plan
forecloses on the participant's ac-
count for the amount of the unpaid
loan.

A defined contribution pension

plan-which includes separate ac-
counts for each participant-
would lose nothing in such a trans-
action, since the participant uses
his or her own allocated 'funds to
secure the loan.

However, the propcsed regula-
tions say that if there are Internal
Revenue Code restrictions on the

"reduction or disposal of a partici-
pant's v€sted accrued benefit to
satisfy the participant's outstand-
ing (loan) obligation in the event of
default," that portion of the ac-
count balance subjec: to the re-
strictions "may not be adequate"
security.

While it is not clearly stated in
the regulations, this provision
would apply to 401(k) plans, since
distributions are prohibited from a
401(k) plan, except for a hardship,
before the participant reaches age
594. Eaiy distributions for hard-
ships are taxed at the normal in-
come tax rate plus a 10% excise
tax.

So, "if a person defaulted while

Mail to: Scott Martin, Asst. MR, Hartford Fire International, Hartford Plaza,
Hartford, CT 061 15

O Yes, rush me information on HFI's growing worldwide
capabilities.

El Better yet, have a specialist call me directly at: (

Name

Agency

Address

City/State/Zip

Business Phone

When you need us most, we're at our best.

81229

TH E HARTFORD
The [nsurance People 0* ITT

still an active employee, then there
are several tax rules that say this
would be considered a taxable

early distribution," explained Mr.
Rumack of Buck.

"The pension plan technically
wouldn't be able to recoup the bal-
ance of an employee who defaults
on a loan until the person would
otherwise be leaving or taking a
normal distribution at age 5 9 V2.
Therefore, the DOL says that
account balances are not ad-

equate security," explained
Joseph Walshe, a partner with
Coopers & Lybrand's actuarial and
benefits consulting practice in
Washington.

If 401(k) account balances are
not considered adequate security
and if employers are required to
have participants secure loans
with other collateral, such as their
automobiles or homes, most em-
ployers probably would not offer
loan programs as part of their
401(k) plans, some consultants
contend.

"Requiring participants to post
other collateral, such as a car or a
home, will create major problems
for retirement plans. Consider the
problems that would be created
when a retirement plan would have
to repossess an employee's home
or car," said Gary Blank, chairman
of the national defined contribu-

tion practice for The Wyatt Co. in
San Francisco.

In effect, 401(k) plans would
have to operate just like a bank
"because of all the paperwork and
staff that would be necessary to
comply" with the proposed regula-
tions, he said.

In addition to the issue of ade-

quate loan security, some consul-
tants say the requirement of and
definition of a reasonable rate of

interest will create problems for
employers.

The proposed regulations regard
a participant loan as a plan in-
vestment subject to the same
ERISA standards as any other in-
vestment. Therefore, the regula-
tions would require the plan, in
acting as a lender, to assume these
risks at a rate of return similar to

those in the commercial lending
market.

"This will be controversial for a

number of pension plans, espe-
cially union plans," which attach a
lower rate of interest to partici-
pant loans, said Mr. Walshe of
Cooper & Lybrand.

According to Wyatt's Mr. Blank,
most employers have charged an
interest rate equal to the current
rate on Treasury bills, plus 1% to
2%, or the prime interest rate plus
1% or 2%.

"The issue of a reasonable inter-
est rate is the next most difficult

area of these regulations. The De-
partment of Labor seems to be ap-
plying a commercial standard here.
But this wouldn't be appropriate
because plan loans are unique,"
said Cheryl Prince, a technical
consultant and attorney in the New
York office of TPF&C, the benefits
and actuarial consulting arm of
Towers, Perrin, Forster & Crosby
Inc.

The Labor Department is ac-
cepting comments on the pro-
posed regulations, which some
consultants say will start a dia-
logue toward acceptable final reg-
ulations.

"The regulations will get a lot of
comments, so the Department of
Labor will learn quickly what the
concerns are here. I think the final

regulations will indicate that the
way a lot of pension plans have
been operating with respect to
loans is fine," predicted Buck's Mr.
Rumack.

Comments on the Labor Depart-
ment's proposed regulations may
be sent to the Office of Regula-
tions and Interpretations, Pension
and Welfare Benefits Administra-

tion, Room N-5669, U.S. Depart-
ment of Labor, 200 Constitution
Ave.N.W., Washington,D.C.
20210.



1hanks to
modernmedidne,
hellnowbeable

tooutlivehis savings.

Advancements in medicine are helpingAmericans live
longer than ever. But not everyone is financially prepared
for a longer life.

Particularly retirees who end up needing expensive
long-term care. Currently, that's 6 million people.That
number should be 14 millien bythe year 2020.

Personal savings are sddom enough to pay the costs of
retirement health care. And Medicare and Medicaid are only
a partial solution. Companies with retirement health care
benefits also face the problem of unfunded future liabilities.

Additional solutions must be found to address this

retirement health care cost issue thatwill eventually affect
every person, company and institution in our country
Ideas that go beyond traditional products.

At NWNL Group, we're developing an employee benefit
program called LifeScope® that would provide for a person 's
retirement and working years. What makes the LifeScope
Program unique is its comprehensive approach to providing
benefts. It is more than life insurance and a nursing
home policy

Bymanaging the delivery of health care and planning
for future needs, the LifeScope Program can find alternatives
that make health care more affordable, while allowing
individuals to live independently The program's benefits
would be voluntarx flexible and portable.

Many elements of the L®Scope Program have already
been put into place through current NWNL Group benefit
programs. Using our resources as the nation's 10th largest

group insumnce company, we will soon be adding
more dements.

To findout more about NWNL Group and the LifeScope
Program, contact Ginny Patrick, NWNL Group, Box 20,
Minneapolis, MN 55440 orcall(612) 372-5784.Because now
is the time to begin solving the problems ofproviding
health care in the future.

NWNL GROUP
Tberight benditsfor today
Tberigbtideasfor tbeji*ure

Sources for statistics: Employee Benefit Research institute, 1985; National Underwriter, 1986
A division of Northwestern National I.lk Ilisumlice Compatiy, Minneapolis, MN (not admitted in the State of NewYork). The Nortli Atlantic Life Insuralice Company of America, Jericho, NY (a member of tlie NWNL Companies).
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Lloyd's capacity
Continued from page 3
Lloyd's names will be allowed to
join the rnarket next year because
Lloyd's already is suffering from
overcapacity. He also told the
Queen Mother that mar.y syndi-
cates would write only 60% of their
premium income capacity :his
year.

Last week, in an interview k his

office, Mr. Lawrence explained:
"You have this appalling difficulty
getting the capacity you think you
need to reflect the capacity you
eventually turn out to need."

Attempting to guess how much
capacity the market actually needs
is hindered by both the under-

writing cycle and the currency
cycle, the Llcyd's chairman said.

"You have the (underwriting)
cycle, which is hard enough nowa-
days to call even if you are in the
business like ourselves because it

is getting sc much more volatile,"
he commented.

Underwriting cycles now are far
more difficult to predict, he added,
because Lloyd's now writes more
excess coverage than in the past
when the market wrote more first-

dollar Frimary coverage or cover-
age with tiny deductibles, said Mr.
Lawrence.

Becal-se it is more difficult to

predict claims on excess policies
than primary policies, syndicate
loss ratios niw fluctuate dramati-

cally from 20% one year to 150%
the next year, instead of varying
between 53% to 85%, he said.

':So when you get a year like
198€ when all the rates were (high)
and on tcp of that nothing hap-
pened, you get ridiculous loss
ratios, which makes everyone think
(underwriting) is the ultimate
golden egg. . .You get these sudden
swings."

The other cycle, which is more
volatile and over which Lloyd's has
no control, is the currency ex-
change cycle that forces the dol-

lar Lp and down against the pound,
explained Mr. Lawrence. Although
Lloyd's capacity is calculated in
p6unds, between 70% and 80% of
Lloyd's premiums are written in

U.S. dollars.

Coupled with the underwriting
cycle, currency fluctuations make
it difficult for Lloyd's un-
derwriters to predict how much ca-
pacity they need, Mr. Lawrence
said, examining the swings of both
cycles during this decade.

For example, in 1980, it cost
$2.40 to buy one pound, so less ca-
pacity written in terms of British
pounds was needed at that time to
write business written in U.S. doll

lars. That year was also a year in
which rates softened, so un-
derwriters "only wrote 60%" of
their underwriting capacity, said
Mr. Lawrence.

Without an increase in premium
rates, by 1983 underwriters found

Here5What lb Lo ok For
In ATpical Emhezzler.

Short or tall. Old or

young Male or female.
Try to draw a portrait of
the typical embezzler
and you'll probably draw
ablank Because itcould

be anyone.
And experienced

business people know
that the only thing
harder than spotting an
embezzler is repairing
the damage he's done.

That's whytheyrely
on Honesty Insurance
from F&D.

Shouldn't you find
out why F&I)'s Honesty
Insurance is your best
policy? Ask your agent
or broker, or write: F&D,
A Macdonald Rees,
Marketing P.O. Box 1227,
Baltimore, MD 21203.

am IlheRdelity and
DepositCompanies

that they were writing 80% of their
capacity just because the dollar

was strengthening against the
pound, he explained. Then, in
1984, the underwriting cycle began
to harden and the value of the dol-

lar continued to increase against
the pound, meaning there was an
automatic increase in Lloyd's pre-
mium volume calculated in

pounds.
"Horror. Horror. How do we get

more capacity?" was the question
of the day at that time, Mr.
Lawrence said.

In 1985, Lloyd's underwriters
started the year writing at an ex-
change rate of $1.16 to the pound,
which automatically increased the

amount of premiums being written
by Lloyd's underwriters when
more expensive dollars were con-

verted to pounds. As the market
began to harden, Lloyd's un-
derwriters desperately tried to re-
cruit more members to increase

their capacity because they were in
danger of overwriting their pre-
mium income limits, he explained.

In fact, by 1986, several Lloyd's
syndicates stopped writing early in
the year and Lloyd's warned sev-
eral syndicates that they were in
danger of overwriting.

Underwriters were "desper-
ate. . .to get more capacity for
1986, which carried on into 1987,"
Mr. Lawrence said. However, last

year "we had an enormous increase
in capacity (and) the dollar began
to weaken again. . .and the (under-
writing) cycle in 1987 suddenly
went off midyear.

"Low and behold, we were sud-
denly into the 1988 account with
the aviation market looking pretty
dismal, the marine market feeling
sorry for itself, the non-marine
market cutting back and the dol-
lar at $1.88 (at year-end 1987 ex-
change rates)," Mr. Lawrence said.
"So we now have a situation that

the (underwriting) agent is saying,
'I'm afraid I don't want any new
names for 1989.'

"That is what I meant (when he
told the Queen Mother) that we are

having a holiday, because I think
that the number of new names in-

troduced for 1989 will be very,
very few. . . .I think many syndi-
cates will be writing at no more
than 60% to 65% of capacity in
1988."

Despite the apparent overcapa-
city at Lloyd's, the market's capac-
ity rose about 10% this year to 11.2
billion pounds ($21.1 billion at
year-end 1987 exchange rates]
from 10.2 billion pounds last year
($15.1 billion at year-end 1986
rates), as 2,600 new members

joined Lloyd's and old members
increased their participation in the
market. In dollar terms, the market
increased its capacity more than
39% (BI, Jan. 11).

Lloyd's couldn't stop the flow 01
new membership this year and
avert overcapacity problems be-
cause underwriting agents began
to find new members in January
and February of 1987, thinking
that one pound would cost around
$1.45 instead of $1.88.

"There's a lead time in getting
new names," said· Mr. Lawrence,

adding that canceling new mem-
berships for 1988 would have been
"like turning an ocean liner in the
middle of the Atlantic. When you
turn the wheel it takes some time

for the ship to move."
However, by changing the way

Lloyd's stamp capacity is calcu-
lated, Lloyd's automatically re-
duced its capacity this year by 5%
across the board by only allowing
underwriters to write premiums
equal to 125% of net capacity in-
stead of 130% of capacity (BI, Aug
31, 1987). Therefore, this year
Lloyd's actually only increased its
maximum permissible capacity by
about 5%.

Meanwhile, 18 new syndicates
started writing business this year,
which "is surprising for the pres-
ent climate. I wish them well," said
Mr. Lawrence. I
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Unless you're in insurance, you might not know we were the first to ride into the reinsurance
pool territory in America, back in 1967. And today, when it comes to accident and health
reinsurance, we're stillleading the pack.

That's because of our ability to devise innovative, forward looking products. The latest, for
example is our comprehensive Long Term Care reinsurance facility, now whipping up enor-
mous enthusiam with companies who want all the assurance they can get in this as yet uncharted
area. Including the expertise and strength that comes from managing four pools with 48 mem-
ber companies, performing all underwriting, marketing, administration and support systems on
their behalf. With a current earned premium in excess of $150.0 million and a per occurrence
capacity of $70.0 million.

If you want safe passage through today's challenging frontiers, call our offices in
Atlanta, Chicago, Dallas, New York, Philadelphia, San Francisco or Portland,
Maine. And we'll give you extra horse power. DUNCANSON & HOLT, INC.
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Opinions

End pollution litigation
rIJATS OFF to DeRoy C. Thomas, chairman of

1 -LHartford Insurance Group, for his proposal to
create a fund to pay for pollution damage in the
United States (see story, page 1).

It's about time someone in the insurance indus-

try took a leadership position offering a solution to
this important problem instead of only fighting
liability for pollution claims and sounding dire
warnings that the insurance industry cannot afford
to foot the bill for cleaning up polluted sites.

While many of the specifics of the proposed
Comprehensive Environmental Response Authority
are yet to be determined, Mr. Thomas' plan calls
for insurers, excess insurers, reinsurers and pollut-
ers to create a fund to pay pollution damages and
clean up polluted areas under a no-fault system.
Federal funds also would be involved.

This makes sense to us because the plan would
minimize litigation costs and direct money toward
compensating victims and repairing damages. Se-

curing federal funds in addition to funds from pol-
luters and their insurers also makes sense because

society consumed the products and services that
created the pollution.

There will be many hurdles to overcome in the
development of this plan and many contingencies
to consider. Others in insurance and business must

get involved now to hammer out the details.
The framers of CERA should analyze the opera-

tion of the Asbestos Claims Facility. In the famous
words of George Santayana: "Those who cannot
remember the past are condemned to repeat it."

Already, the CERA plan calls for the involvement

C»**LEI*5*n--
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of reinsurers, which the Asbestos Claims Facility
failed to do. Framers of the CERA plan also should
consider how they will keep the fund together in
the face of unexpected developments. The Asbestos
Claims Facility, for example, is struggling with
how to handle the emergence of a new flood of
asbestos claims from unanticipated sources.

CERA, or something similar to it, is needed to
efficiently compensate victims of pollution and to

repair pollution damage to our environment. '

Off to a bad sta rt
TF SEN. EDWARD Kennedy, wants more busi- est groups to expand the list of mandated benefits.
iness support for his legislation to require em- We have nothing against mental health coverage;
ployers to offer group health care coverage, he we believe it is an important component of a health
needs to change his tactics. plan. But if Sen. Kennedy wants to get this legisla-

Sen. Kennedy, D-Mass., convinced the Senate tion passed, he should be scaling back his measure
Labor and Human Resources Committee to accept so that it truly is what he says it is supposed to be:
and pass a revised version of his mandatory health legislation requiring employers to offer a basic
insurance bill that would add mental health care health care package.
coverage as a mandated benefit (BI, Feb. 22). Sen. Kennedy could start in that direction by

In defense of adding this benefit to his bill, Sen. making several changes. For example, most em-
Kennedy said mental health coverage should be ployers don't offer full health care coverage to em-
part of any basic health care package, noting that ployees working as few as 17.5 hours per week, as
many firms now provide such coverage. Sen. Kennedy wants. Extending coverage for part-

While the cost of mental health coverage would time employees working at least 20 or 24 hours a
be modest-Sen. Kennedy estimates it at $42 per week would be more in line with corporate prac-
employee annually-adding mandated benefits is tice. Another necessary change is lowering the
bound to exacerbate employer fears that legislators amount of premium employers would have to pay
will tack on other mandates as the bill moves for dependent coverage. Sen. Kennedy wants com-
through Congress. panies to pay 80% of the premium; we think 50%

Sen. Kennedy himself assured employers, in a would be more reasonable.
speech before a conference co-sponsored by the By making such changes, Sen. Kennedy would
National Assn. of Manufacturers and the Washing- give a message to businesses that he is sincere
ton Business Group on Health, that he would not when he says he wants to mandate a basic health
expand the basic health care package that employ- care package. But, even with these changes to the
ers would have to offer. legislation, it's going to be difficult to win business

That vow lasted just a few weeks, which can only support for the proposal, especially among small
leave employers wondering about Sen. Kennedy's employers that contend they cannot afford to com-
commitment to resist pressures from special inter- ply with such a benefit mandate.

Letters
Readers speak out
on state regulation
The following letters are in response to

a request in a Feb. 8 Business Insurance
editorial asking readers to share their
comments to the National Assn. of Insur-
ance Commissioners on state regulation:

To the NAIC: After some 30 years in the

business, I have the following thoughts
on state regulation:

• State regulation is extremely uneven.
There are 50 different laws pertaining to
licensure, countersignature, non-resi-
dents, filings, approvals, rates and on
and on. How can it be otherwise? Is Utah

the equivalent of New York? Can West
Virginia or Mississippi compete with Cal-
ifornia?

• The countersignature laws-plus

fees, especially in the South-are relies of
the Revolutionary War days when we
were a confederacy; a tax on doing busi-
ness across state borders. Why now? If
any industry is national in scope--even
international-certainly it is the insur-
ance industry. People drive their cars in
other than their home state and business

operates world wide.
As an example, how does an out-of-

stater do business in Texas? In Kansas? It

Continued on page 10
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Areyou?
Specified Medical Professional

Liability for today's needs.

Since 1975 Shand Morahan has kept a dose
underwriting eye on the changing health care
field. That's why we can continue to offer
professional liability insurance for a wide
range of medical and paramedical personnel
and facilities.

Keeping current with the trend toward
greater out-patient treatment and care, as well
as the latest technologies, we can offer cover-
ages that are specific to the needs of today's
health care community. For facilities, such as
out-patient surgical centers and home health
care agencies; as well as professionals,
such as paramedics, x-ray technicians and
physical therapists. Coverage is primarily
geared to groups and associations. However,
policies for individuals are available subject to
a minimum premium of $2500 per policy.

For a complete list of acceptable classes
of coverage in this growing field, contact
our Specified Medical underwriting depart-
ment today.

 Shand Morahan
Sband Moraban & Company Inc.

Sband Moraban Plaza

Evanston IL 60201 312 866-2800

Professional Uability and Specialty Insurance
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Business Insurance welcomes let-

ters from its readers. Please keep
your comments as brief as possible.
We reserve the right to edit letters for
clarity or space. We will not publish
unsigned letters. Send your com-
ments to Letters to the Editor, Busi-
ness Insurance, 740 N. Rush St., Chi-
cago, Itt., 60611.
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Letters
Continued from page 8
is almost as if states like these are. saying
"all others, stay out."

• Knowing the cost limitations of the av-
erage state insurance department, I don't see
any viable way that the majority of states
can keep an accurate finger on the pulse of
some 5,000 insurance c6mpanies, many of
which are within their purview. Further-
more, an insurer doing business in all 50
states must furnish each department with,
presumably, identical records, which is a
burden on the insurers as well as on the

states.

I'm not sure, at least now, if the answer is
repeal of the McCarran-Ferguson Act with
the consequent federal legislation that
would ensue. Perhaps if a federal body were
properly set up for intelligent regulation,
that might be the answer. This is what is
supposed to be happening with the banks,
and they don't appear to be well regulated.
But at least federal regulation would cut
down on the enormous cost of duplication
and general unevenness that now prevails.

I think the entire system needs an overhaul
and a brand new look, perhaps something
like a contribution of federal moneys if the

states subscribe to certain minimum stan-

dards.

Paul Richard

Evanston, Ill.

To the NAIC: As a preface to any com-
ments I make, I want it clearly understood
that I favor state regulation over no regula-
tion or any federal regulation.

However, one of the problems with state
regulation has been wide variances in the
regulation by each state. Thus, this lack of
uniformity makes it difficult for insurance
companies that operate in more than one
state to keep all states' regulations clearly in
mind.

The NAIC has assumed a greater impor-
tance because it seeks to bring more unifor-
mity in the important areas of regulation.
The adoption of model statutes has merit.

I have always felt that the principal re-
sponsibility of each state regulator was to
make sure the insurance companies in his
state are solvent. I'm sure most regulators
feel the same as I do on this issue.

However, witnessing the large number of
insolvencies that each state's guaranty fund
is administering, something is seriously
wrong with the current system. Administer-
ing the guaranty funds in many of the states
is now big business. This wasn't intended
when they were begun and shouldn't be
today.

The guaranty funds aren't fair to the well-
run companies that have to pick up the mis-

takes of the poorly run companies due to the
failure of the state regulator to carry out his
statutory responsibility.

The guaranty funds are a child of politics
at the state level. They were brought about
by the state legislators who caught a lot of

45 .4 4'4*.

flack from constituents because of insurer

failures, so they created the guaranty fund.
This put the responsibility on the regulators
to set up the machinery and gave them a
means of paying for insurer insolvencies.

However, it also was and is a "cop out" for
both the regulator and the legislator, be-
cause "so what" if a company becomes insol-
vent: Now, we can pay the policyholders
from the guaranty fund, so why be concerned
with solvency?

State regulators pay much more attention
to consumer complaints about claims han-
dling, high rates and unfair rating than they
do about the tough area of solvency. While
these areas have some importance, they cer-
tainly should be secondary to the solvency of
the companies.

Some states have JUA's or similar state-

run pools that assess well-run companies for
any shortfall in their plans. This, too, has
become big business. For example, take the
state of Massachusetts. They have a mon-
strosity today, which should never have be-
come what it is. This is because politics
rears its head and the insurers doing busi-
ness in the state cannot get rates commensu-
rate with their exposure. In this case, the
regulators haven't met the responsibility to
all concerned. Solvency may have become a
secondary consideration, because they know
they have a guaranty fund and a JUA or like
pool to pick up the costs.

As a result, it becomes more difficult for

the well-run, financially stable insurers to
remain in that position because of the drain
on assets caused by these state-run agencies
that operate on assessments.

It is in these states where the NAIC and its

members should expend their energy.
Charles D. Stis
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With an outside -

U/R firm, here's where
your money and reputation
could wind up.
Our free seminar will show you how to take your
U/R in-house and stop the waste.
When you use an outside Utilization Review
firm, you risk your hard-won reputation on
their performance. And they're making
more from your business than you are.

The better way to go is in-house. And
CareReview will show you how to link U/R
with your present claims administration
process in just 60 days. The result is greater
control and profitability.

And with our exclusive Physician-Developed
Criteriae you get a medical doctor's
standard of care on every review.

To explain fully the benefit:s of in-house
U/R, CareReview is holding a free seminar
in selected cities. To register, please
complete and mail the coupon below We'll
send you an informational packet in return.

Please complete and mail to: CareReview, 12300 W Center Street, Milwaukee, WI 53222.
Yes, I would like to attend your free seminar on the benefits of in-house U/R.
(Please check one)

El Detroit, MI, March 21 0 Indianapolis, In, March 24 E] New York. NY, April 12
0 Youngstown, OH, March 22 0 Chicago, IL, March 25 0 Philadelphia, PA, April 13
0 Columbus. OH, March 23 0 Boston, MA, April 11 0 Columbia. MD, April 14

0 I would like to attend your seminar but the city and/or date makes it inconvenient.

Name

Title Company

Address

City State Zip

Telephone (
-I,-al-aF
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'Reinsurance'

is correct word

To the editor: I have reviewed carefully
the letter to the editor concerning the Michi-
gan Municipal Risk Management Authority
from Stephen Michaels of Indianapolis (BI,
Jan. 11).

Mr. Michaels expressed his opinion that
the term "reinsurance" was used improperly
in an article on MMRMA in the Dec. 21,

1987, issue of Business Insurance. Ap-
parently Mr. Michaels is not familiar with
Michigan law as it pertains to the operation
of self-insured associations. The relevant

Michigan law authorizes group self-insur-
ance programs to "obtain excess insurance
or reinsure risks and may assume and sell
risk."

Thus, contrary to Mr. Michael's opinion,
reinsurance is authorized by state law. Fur-
thermore, our reinsurance is not excess in-

surance but is primary.
Mr. Michael's statement that the Michi-

gan insurance commissioner concurs with
his opinion needs to be verified.

We have always found Michigan's insur-
ance commissioner and his staff to be com-

pletely aware of all provisions of the insur-
ance code. I believe that the report written
by Douglas MeLeod used the term "reinsur-
ance" properly as it pertains to the
MMRMA.

Rufus L. Nye
Executive Director

Michigan Municipal
Risk Management Authority

Plymouth, Mich.

Comings & goings: Industry

EIM appoints Weaver
chief operating offi cer

Gene L. Weaver has been ap-
pointed general manager and chief
operating officer of Energy Insur-
ance Mutual, a Bridgetown, Bar-

bados-based excess liability in-
surer serving U.S. electric and gas
utilities.

Serving as EIM's first full-time
general manager, Mr. Weaver will
oversee expansion of the insurer,
including the planned opening of
its first U.S. branch office in

Tampa, Fla., early this year.
Previously, he served as senior

vp of C.L. Frates & Co. in Okla-
homa City.

Insurers

Thomas W. Waugh and Arthur

B. McHugh named senior vps of
both Zurich Insurance Co., U.S.
Branch, and American Guarantee

& Liability Co. in Schaumburg, Ill.
Mr. Waugh is director of the insur-
ers' products division and is respo-
nsible for management of all insur-
ance products. Mr. McHugh is
general manager of Zurich's ex-
cess, surplus and specialty busi-
ness division.

Michael F. Cook promoted to
senior vp of external operations for
Blue Cross & Blue Shield of New

Hampshire in Concord. In this po-
sition, Mr. Cook oversees the
health benefits management, cus-

tomer service and project adminis-
tration divisions at BC/BS of New

Hampshire. He previously was vp-
customer service.

Richard E. O'Keefe named se-

nior vp at American Accident &
Health Insurance Co. in East Nor-

wich, N.Y. Mr. O'Keefe will be re-

sponsible for underwriting, sales
and marketing.

Thomas A. Hayes appointed
executive vp of Great American In-
surance Cos. in Cincinnati. Mr.

Hayes is responsible for Great
American's field operations. Pre-
viously, he served as president of
subsidiary Great American Mid-

west Inc.

Carl B. Castoldi named senior

vp and Southern regional manager
for Continental Insurance Co. in

Dallas. Previously, Mr. Castoldi
served as resident vp of Continen-
tal's Glens Falls, N.Y., branch.

R. Daniel Massey named senior
executive vp and head of the un-
derwriting department at AMBAC
Indemnity Corp. in New York. Mr.
Massey previously was a vp at Ci-
tibank's Institutional Bank-North

American Finance Group. He re-
places Nancy Newcomb, who left
AMBAC to become chief financial

officer of Citicorp.

Agents/Brokers
Jeffrey L. Johnson promoted to

president and chief executive offi-
cer at Molton, Allen & Williams in
Birmingham, Ala. Mr. Johnson,
who joined Molton in 1984, most
recently served as executive vp-
large accounts.

Bernard Mollod named senior

vp of Frank B. Hall & Co. of New
York Inc. Based in Manhattan, Mr.

Mollod is responsible for managing
new business development. Mr.
Mollod, who joined Hall in 1968,
most recently was a vp.

Warren Cheng Yiu Wah named
director and general manager of
Heath Hudig Langeveldt Ltd. in
Hong Kong.

Bruce Guthart promoted to se-
nior vp at Walter Kaye Associates
Inc. in New York. Mr. Guthart

joined Walter Kaye in 1979.

Reinsurance

Nigel Harley, chairman of Con-
tinental Reinsurance Corp. in New
York, has assumed the responsibi-
lities of president, following the
resignation of John Storey. Mr.
Harley will oversee Continental
Re's New York and International

operations as well as its Bayside Re
unit in Bermuda. •



ONLY 22,463 DAYS
UNTIL RETIREMENT.

*.
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Seems like an eternity. There are also other options available.
But the fact of the matter is today people are retir- Like savings and investment vehicles.

ing sooner than ever. Family insurance coverages.
The average retirement age is now 61.5, not 65. Supplemental disability plans.

And it's getting even lower, All these employee-paid benefits supplement,
It's a trend that has employers worried. and, in some cases, replace existing programs, helping
Because as more and more workers retire, employ- to reduce an employer's post-retirement costs.

ers end up paying more and more in post-retirement We'll handle initial enrollment, ongoing plan
benefits. management, and all employee communications,

At the CIGNA companies, we have a solution. tailoring each program to minimize employer
We've developed a variety of voluntary, portable administrative time. We've even implemented a toll-

payroll deduction plans that help relieve the employ- free hotline to answer employee questions.
er's post-retirement financial burden. For more information about how we can help with

In each of these programs, employees are given the post-retirement cost problem, write CIGNA Corp.,
the opportunity to plan for a financially secure retire- Dept. R12, One Logan Sq., Phila., PA 19103.
ment at economical group rates. Employee Marketing will benefit you and your employ-

They can choose from contemporary insurance ees now And 22,463 days from now.
programs like Group Universal Life that not only It's one more example of
provide benefits at retirement, but allow access to CIGNA's commitment to person- CIGNA
accumulating funds during working years as well. alized service to business.

Benefits are provided by Connecticut General Life Insurance Company, Life Insurance Company of North America and INA Life Insurance Company of New York. CIGNA companies.
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Risk retention group dispute ' state when the amendments to the act were debated in 1986

'Ali: is being denied the right to furnish a "In the state of Washington, for instance, many activities
Continued from page 2 require proof of insurance by a carrier admitted to do busi-
liability and completed operations coverage form of insurance coverage in Kentucky ness in the state. Such laws would continue to be valid, not-

The expanded Risk Retention Act also pre-empts state laws simply because it is a risk retention withstanding the fact that they might preclude participation
that prohibit employers from purchasing liability insurance in an out-of-state risk retention group for the purpose of
on a group basis group,' American Inter Fidelity meeting that requirement "

However, the New York Insurance Department imple- Exchange's complaint alleges. The department agreed that the Risk Retention Act prohib-
mented a regulation last week that requires purchasing its a state from specifically discriminating against or exclud-
groups to seek coverage from authorized insurers before ing risk retention groups in laying out a financial responsi-
they purchase insurance from a surplus lines insurer (see bility requirement
relatedstory) "One of the purposes of the Risk Retention Act was to be However, the department continues, risk retention groups

AIF charges in its complaint filed in federal court in sure that risk retention groups would not be sublect to these are not singled out for exclusion by Kentucky's financial re-
Frankfort that the Kentucky Department of Insurance and varying state rules," said AIF attorney Christopher M Hill, sponsibility requirement "but are among several different
the Kentucky Transportation Cabinet are discrimmating an associate with the law firm of McBrayer, McGinnis, Leslie types of unauthorized insurers whose coverage is not accept-
against the risk retention group by not recognizing its cover- & Kirkland in Frankfort able as evidence of financial responsibility for motor car-
age If AIF attempted to become an authorized insurer in Ken- riers "

"Kentucky is guilty of discrimination against AIF because tucky, then every state might seek to impose such a require- Supporters of the Risk Retention Act say the law was de-
it is making a prohibited distinction between an admitted ment, Mr Hill said signed to facilitate self-funding by allowing a risk retention
carrier and a risk retention group," according to the AIF "We did not want to set such a precedent," Mr Hill said, group-after it was licensed in one state--to operate nation-
sult adding that he hopes the litigation can be settled wide without having to meet licensing requirements in other

"Without a rational, legitimate basis for distinguishing be- But the Kentucky agencies deny they are discnminating states
tween an authorized carrier and a risk retention group, Ken- against the risk retention group, contending that language in Others, though, Say it iS not clear to what extent state
tucky is prohibited from refusing to accept AIF's certifi- the Risk Retention Act clearly allows states to retain their financial responsibility requirements were protected from
cates," AIF asserts rights to specify how a financial responsibility requirement the otherwise broad state pre-emption provisions of the

"In short, AIF is being denied the right to furnish a form of can be met. Risk Retention Act

insurance coverage in Kentucky simply because it is a risk The Risk Retention Act "specifically permits states to Such laws may, for example, specify that coverage for a
retention group This lS precisely the sort of discnmination require persons seeking licenses or permits from a state certain type of risk, such as liability coverage for motor car-
Congress intended to prohibit" in expanding the Risk Reten- to demonstrate financial responsibility -by procuring lia- mers, be obtained through an insurance company that is 11-
tion Act in 1986, AIF's complaint says bility insurance from an insurer licensed by the state, censed and authorized to do business in the state

"Kentucky's refusal to accept AIF's certificates will under- even if this would preclude a risk retention group from Through enforcing such laws, a state can exclude a self-in-
mine the basic goal of the Liability Risk Retention Act to providing the coverage," the Kentucky Department of In- sured group from operating unless the group uses a fronting
establish an alternative, competitive insurance alternative in surance says in court papers filed in response to the AIF insurer that lS admitted in the state, according to Brady
the motor carner financial responsibility market," AIF court complaint Young, a consultant with the Tillinghast division of Towers,
papers say "Nothing in this act shall be construed to pre-empt the au- Perrin, Forster & Crosby Inc in Darien, Conn

AIF further argues in court papers that when Congress thority of a state to specify acceptable means of demonstrat- State financial responsibility rules can be a very practical
passed the Risk Retention Act, it intended that risk retention ing financial responsibility where the state has required a problem standing in the way of operating a risk retention
groups would not be subject to conflicting requirements from demonstration of financial responsibility as a condition for group, Mr Young said
state to state obtaining a license or permit to undertake specified acti- "I'm not surprised we are having this problem," said Lana

To allow states "to exclude risk retention groups from the vities," the department says in the response, quoting directly Batts, a vp with the American Trucking Assns in Alexandria,
motor carrier liability insurance market within their borders from the 1986 amendments to the Risk Retention Act Va, referring to the AIF suit "States are dealing with some-
would cause this system to collapse and would frustrate Con- The Insurance Department also cited remarks by Slade thing-risk retention groups-that they have not seen much
gress' aim;' AIF says in court papers Gorton, who was a Republican senator from Washington of before " .

New York department issues
purchasing group regulation

G. L. HODSON & SON, INC.
By DOUGLAS McLEOD connection with purchasing groups and their mem-

REINSURANCE INTERMEDIARIES bers, their insurers, brokers, agents or excess line bro-
NEW YORK-A New York Insurance Department kers "

Founded in 1924 regulation implemented last week requires purchasing However, Mr Harkavy of RIMS strenuously obJects
groups to attempt to place coverage with authorized to the new regulation
insurers before the groups can tap non-admitted mar- "The New York department lS making lt absolutely
kets clear by this regulation that they are trying to subvert

NewYork, NY St Paul, MN Under the regulation, purchasing groups formed the act and defy Congress There's no other explana-
Boston, MA LosAngeles, CA

212-619-7808 612-224-2447 617-426-6110 213-487-2910 under the 1986 expansion of the Risk Retention Act tion for it," Mr Harkavy said
will be treated like other insurance buyers seeking to "It's not done to protect the consumer, lt'S done to

New Hyde Park, NY use the surplus lines market, an Insurance Depart- protect the regulatory turf of the New York Insur-Atlanta, GA San Francisco, CA
516-365-9000 404-256-9666 415-362-1987 ment spokesman explained ance Department," Mr Harkavy asserted "If New

The New York department says that the regulation 15 York is successful in this, they have in effect gutted the
mtended to clarify the limits of the exemption from purchasing group provisions of the Risk Retention

 state regulatory authority provided purchasing groups Act"
-  under the expanded risk retention act RIMS has filed friend-of-the-court briefs supporting

But Jon Harkavy, general counsel and director of Insurance Co of the State of Pennsylvania in its argu-
governmental affairs for the Risk & Insurance Man- ments against state rate and form filing requirements,
agement Society Inc in New York, charges that the Mr Harkavy pointed out
new regulation subverts the intent of the Risk Reten- Such requirements defeat the Risk Retention Act's
tion Act intent to attract insurers to write purchasing group

Under the department's Regulation 134, purchasing policies by allowing them to operate nationally after
groups must use surplus lines brokers in attempts to obtaining the approval of Just one state, RIMS has ar-
place the coverage with authorized insurers These gued
brokers must obtain three declinations from author- Mr Harkavy also assailed the provision of Regula-
ized insurers before they can place purchasing group tion 134 that requires purchasing groups to use surplus
coverages with unauthorized companies, the new regu- lines brokers and obtain declinations from authorized
lation states insurers before using unauthorized companies

Roughly 75% of the 132 purchasing groups that had "It's a very cynical ploy to again regulate rate and
notified the New York department by last Dec 31 of form through the surplus lines agent," he said "They
their intent to do business in the state said they are going to attempt to regulate groups indirectly
planned to place their insurance with unauthorized through the agent in a manner that they can not do
insurers, the spokesman said directly "

The new regulation also makes clear that authorized Mr Harkavy also obJected generally to the applica-

David W. Tritton insurers must comply with state rate and form filing tion of state surplus lines laws to purchasing groups,
requirements on policies issued to purchasing groups contending that the laws favor placements with au-

A federal ludge last year ruled that the state has the thorized insurers-regardless of the cost-over place-

promoted at American Re authority to regulate rates and policy forms on pur- ments with unauthorized insurers
chasing group coverages (BI, Oct 5, 1987) This preference again violates the intent of the Risk

Insurance Co of the State of Pennsylvania, a unit of Retention Act, he said
David W Tritton has been promoted to Vice President, Treaty American International Group Inc , sued the New York The Risk Retention Act also forbids states from im-

Account Management, of American Re's Treaty Division department last August, arguing that the federal act posing any requirements on purchasing group cover-
exempted purchasing group insurers from rate and ages that discriminate against non-resident agents or

Mr Tritton will be in charge of managing and producing treaty form filing requirements (BI, Sept 7, 1987) brokers, Mr Harkavy said
reinsurance accounts An appeal of the ruling is pending New York insurance law requires surplus lines bro-

The New York department has scheduled a public kers to be residents of the state
hearing for March 9 to allow interested parties to com- However, the New York department will now allow
ment and propose amendments to Regulation 134 out-of-state surplus lines brokers to become licensed

There has been "considerable confusion about the in New York only for the purpose of handling purchas-
extent to which the act pre-empts state law," the In- ing group coverages, the Insurance Department
surance Department said in announcing the new regu- spokesman said
lation The spokesman also denied that the department isAmerican Re.Insurance Company 911, "The department is concerned that both licensees trying to subvert the provisions of the Risk Retention

One Liberty Plaza, 91 Liberty Street, New York, NY 10006 (212) 618 7000 and non-licensees may be misinterpreting the pre- Act
Atlanta • Boston . Ch</go • Columbus 0 as Hai tiof a • Kansas Cily • Los Angeles Minneapolis• New Yot k • Philadelph,a emptions of state law specified in the" Risk Retention "There is no mistaking that we are not pleased withSan Francisco j Bogota · Cairo · London · Melbourne•Montreal Santiago Singapore•Sydney•Tek,o• Toronto

Act, the New York department's announcement said the Risk Retention Act," he said "But, we think that
"Regulation No 134 embodies existing New York laws this Current regulation is well in keeping with the
and outlmes the proper application of these laws in spirit and letter of the law " .



Coles directs Revco's risk management
Comings & goings: buyers

Thomas Coles, 37, has been named direc-
tor of risk management at Revco D.S. Inc. in
Twinsburg, Ohio. In this position he will
oversee the drug store chain's risk manage-
ment program, including loss control, safety
programs, property/casualty insurance,
claims control and processing and exposure
analysis. He replaces Alton Schexnayder,
who left Revco, and reports to Greg Raven,
treasurer. Mr. Coles most recently served as
corporate claims manager. He holds a bache-
lor's degree in business administration from
Westminster College in New Wilmington, Pa.
In addition, he is a deputy member of the
Risk & Insurance Management Society and a
member of the Ohio Assn. of Trial Attorneys.

***

Fred R. Haacker, 43, has been named
director of risk and insurance in the Mayor
of New York City's Office of Operations. In
this position he is responsible for risk and
insurance management policy and adminis-
tration for 34 city agencies. He replaces

Caroline Carangi, who joined the New
York City Transit Authority as director of

risk management. Mr.
Haacker reports to Joel
Copperman, assistant
director of the Office of

Operations. Previously,
Mr. Haacker was manager
of the Broome County,
N.Y., Office of Risk Man-
agement. He holds bache-
lor's and master's degrees

- fronn the School of Man-
Mr. Haacker agement, State University

of New York at Bingham-
ton. In addition, Mr. Haacker is president of
the New York State Chapter of the Public
Risk & Insurance Management Assn. and is a
deputy member of the Risk & Insurance

ClaimFacts-The Health Claims Management System

Management Society.
In addition, Carol Childers has been

named manager of risk and insurance in the
Mayor's Office of Operations. In this position
she reports to and will assist Mr. Haacker.
Previously, she was risk manager for John-
son County, Kan. She also served on the
board of trustees for the Kansas Eastern Re-
gion Insurance Trust, a workers compensa-
tion pool. Ms. Childers holds a bachelor of
arts degree in speech and English from the
University of Kansas at Lawrence. In addi-
tion she is a member of the Public Risk &
Insurance Management Assn. and the
American Management Assn. and is a deputy
member of the Risk & Insurance Manage-
ment Society.

***

David Spence, 29, has been promoted to

insurance manager at Syntex Corp. in Palo
Alto, Calif. In this newly created position he
is responsible for property/casualty insur-
ance administration, budgeting and alloca-
tions for the pharmaceutical company. He
reports to Jack Mantor, director of risk man-
agement. Mr. Spence, who joined Syntex in
1983, most recently served as senior risk and
insurance administrator. He holds a bachelor

of business administration degree from the
University of Wisconsin at Madison. In addi-
tion, he holds the Associate in Risk Manage-
ment designation and is past president and
treasurer of the Santa Clara Valley Chapter
of the Risk & Insurance Management So-
ciety.

We'd Zike to report on staff changes in your
company's risk management, safety and em-
ployee benefits departments. Just drop a note
to Paul Winston, Business Insurance, 740 N.
Rush St., Chicago, m. 60611-2590, or call
312-649-5442. Please send a photograph.

How a mid-sized insurance company 4&4*14
landed a$22 million account. BA"lug

'11

When this mid-sized insurance

company went after the claims ad-
ministration business of a company
with 15,000 employees, plus retirees
and dependents, its business strat-
egy was basic. Provide the best
customer service at a cost that's
hard to beat.

With the help of ClaimFacts, it
got the business, the premium equiv-
alent of $22 million. Nine different

insurance contracts, including major
medical, dental, long-tenn disabil-
ity, employee and dependent life,
director's life and grandfathered
plans for retirees. To add to the
complexity, the new customer had

merged from two organizations in
two states, each with unique, non-
communicating human resources
and benefits systems.

Just five months after the first

implementation meeting, all the
new members and plans had been
loaded on ClaimFacts and claims

were being processed. While the
contract promised four days turn-
around, most claims are processed
in three days or less. From receipt
of tapes for employees and hard
copy for retirees to mailing out
checks and explanations ofbenefits.

Only an online system as ver-
satile as ClaimFacts, from Erisco,

j
i

f

i
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can handle such a wide diversity of
requirements. Three systems-
medical, dental and disability-all
work together. The easy-to-learn
system uses one screen for auto-
mated adjudication. It increases
speed and accuracy with automatic
eligibility and benefit determina-
tions. And ClaimFacts' flexibility
makes it easy to add new benefits
or change a plan without restruc-
turing the entire plan or duplicating
records.

If you are an insurance com-
pany or TPA, we'd like to show
you how ClaimFacts can enhance
your competitive position, profit-

ability and business growth. If
you're a self-insured corporation,
we'd like to show you how this sys-
tem can help you manage your
health claims and cost contain-

ment programs. Just like we do
regularly for over 90 organizations
in the U.S.A. and Canada.

CLAIMFACTS
Ensco-The benits of iqformation.

That's right. All the advantages of -
Erisco's proven mainframe soft-
ware, on a mid-range computer.
But there's more.

Your own IBM 9370.
From Erisco.

Now you can obtain both the soft-
ware and the hardware from us, in
a one-stop solution. You get all the
flexibility and versatility of Claim-
Facts, along with the modularity
and performance of an IBM 9370.
And from both companies comes a
well-recognized, long-term
commitment to customer service.

A total solution

in a compact package.
The IBM 9370 fits easily in almost
any office, with no special wiring or
air conditioning. The modular design
lets it grow along with your needs.

ClaimFacts and the IBM 9370-

a dedicated solution for full con-

trol, accuracy and fast turnaround
for health claims and cost contain-

ment programs.

For more information.
To learn more about ClaimFacts or

other Erisco benefits software, call
or write the Sales Department at
Erisco, 1700 Broadway, N.Y.,
NY 10019, (212) 765-8500.

IBM 9370 is a trademark of International Business Machines Corp

Ensco

nn acompanyof
M TheDun& Bradstreetcorporation



14 / Business Insurance, February 29, 1988

U.K. storm claims grow to $1.5 billion
By CAROLYN ALDRED
and STACY SHAPIRO London Lloyd's redesign them "

Johnson & Higgins Ltd 's addi-
To satisfy the critics, Lloyd's of tional U K business lS "from U K

LONDON-Property insurance London lS appointing designers provincial brokers where we take
claims stemming from last Octo- The largest insured weather loss However, "we operate at the mo- Fitch & Co to modify the interior responsibility for the collection of
ber's storm that battered southeast in the United Kingdom before last ment very happily on a private of the new Lloyd's building, which the premiums in accordance with
England with hurricane-force October's storm was the severe basis There are no immediate has come under strong attack since market practice and for the runoff
winds now amount to 835 million snow and subsequent flooding plans" to go public its opening in May 1986 of any of the business if there is a
pounds ($1 5 billion at current ex- throughout Britain in the winter of The 60-year-old insurance com- Lloyd's announced last week default The performance of the
change rates), according to the 1981-82, which resulted in claims pany, which was called English & that Fitch will work jointly with producing broker is monitored and
Assn of British Insurers totaling 327 million pounds ($389 1 American Insurance Co Ltd prior the building's architect, Richard checked on a regular basis so the

Claims eventually will probably million) to last week's restructuring, was Rogers Partnership, "to prepare underwriter who accepts the busi-
exceed 1 billion pounds ($1 8 In addition, fire losses in the sold ln 1983 to senior management proposals for modifications to the ness has the very real protection
billion) for the United Kingdom, United Kingdom last year caused and Providence Capitol Ltd by interior of its building " provided by the Lloyd's broker We

the ABI estimates The storm also estimated damage of 460 5 million C T Bowring & Co Ltd "Fitch & Co has wide experience are not unique "
caused extensive damage in other pounds ($869 million at year-end The restructuring of English & in dealing with the efficient move-
western European countries, in- 1987 exchange rate), according to American divides the insurance ment of people within large build-
cluding France, Portugal and Nor- the ABI The fire loss figure in- group into several units

Merrett departures
ings such as shopping malls and

way (BI, Oct 26,1987) cludes insured and uninsured • Underwriting management airport terminals," said Lloyd's Three executives are resigning
British insurance companies losses but do not take into account through English & American Un- Fitch's recent commissions include from Lloyd's of London members

have received more than 12 mil- business interruption losses, lost derwriting Agency Ltd Terminal 4 at Heathrow Airport, agency Merrett Syndicates Ltd for
lion claims and have settled orders and exports, the association English & American Insurance which lS used for British Airways unrelated reasons
785,000, according to a survey pointed out Co Ltd lS the leading underwriter international flights Bill Goodyear, managing direc-

compiled by the ABI last month of marine, non-marine and avia- The appointment of a new de- tor of Merrett Syndicates, is min-
Personal property claims ac- English & American tion underwriting pools managed signer follows criticism of the ing the members agency of Janson

counted for 75% of the claims set- by EAUA The pools wrote a total Lloyd's building in a poll by Mar- Green (Holdings) Ltd Mr Good-
tled or 626.25 million pounds ($1 1 English & Amencan Group Ltd of 350 million pounds in gross pre- ket & Opinion Research Interna- year was also managing director
billion) and commercial property is reorganizing its operational mium volume last year ($660 5 mil- tional, which found that 75% of the of Additional Underwriting
claims accounted for 25% or 208.75 structure to prepare for expansion lion at year-end 1987 exchange 271 Lloyd's underwriters and 171 Agency (No. 3) Ltd, which man-
million pounds ($365 3 million) and a possible listing on the Lon- rate) brokers surveyed preferred the old aged the runoff of /the syndicates

In addition, claims under auto- don Stock Exchange. • Offshore captive and under- Lloyd's building vacated in 1986 managed by PCW Underwriting
mobile policies amounted to 25 "Public quotation has to be an writing management through a The main areas of complaint Agencies Ltd before Lloyd's
million pounds ($43 8 million), the option," said Deputy Chairman Channel Islands subsidiary, were the speed of the elevators, bailed out the syndicate members
ABI said and Chief Executive Philip Evans Transglobe Underwriting Manage- eating facilities, visibility among last year and took control of the

ment (Guernsey) Ltd underwriting boxes, ventilation runoff
Transglobe is one of the largest and lighting (BI, Dec 14, 1987) Also, Graham White who helped

captive managers in Guernsey run the New York operations of
SECURITY GUARD, DETECTIVE Captives under management have Direct-writing proposal Merrett Syndicates to recruit U S

AND PATROL AGENCIES- a gross annual premium income of members, is leaving Merrett He
more than 100 million pounds It is not surprising that some will not comment on his future
($175 million) Lloyd's of London underwriters plans

Among Transglobe's clients are want to deal directly with non- Mr White, who before Joining

Raise The Brownyard Umbrella: aviation captives Polygon Insur- Lloyd's brokers rather than trans- Merrett managed the PCW syndi-
ance Co Ltd. and Sabre Insurance act business through a Lloyd's bro- cates when they were managed by

S 5 million
Co Ltd. ker, says Lloyd's Deputy Chairman Richard Beckett Underwriting

• Runoff management through Alan Parry Agencies Ltd, returned to Merrett
Trinity Square Services Ltd , "Underwriters are quite pro- in London last October because ·

worth of
which currently is handling the perly looking ahead and wondering Lloyd's syndicates do not need new
runoff of Ancon Insurance Co where they can find new business members at the moment, according
(U K.) Ltd and Mentor Insurance and we would have reason to be to Merrett Syndicates Chairman
Co (U K) Ltd, among others concerned if they did not," he said John Robson Since then, Mr

protection! English & American Group's However, the best method lS for White has helped parent Merrett
profits reached 32 milhon pounds Lloyd's underwriters and Lloyd's Holdings-P L C prepare for a Lon-
in 1986 ($47 million at year-end brokers to work together, said Mr don Stock Exchange listing later
1986 exchange rate) The company ParTy, non-executive chairman of this year
was only breaking even when it Lloyd's broker Johnson & Higgins In addition, John Warnaby, who

:. was sold by Bowring Ltd developed Merrett's membersLiabiltty limits are no longer a problem
With our $1,000,000 General Liability Policy Private shareholders in English To bring in more business, at agency in Atlanta, lS leaving to

and a new $4,000,000 Umbrella Liability Pohcy, & American Group include Mr least two Lloyd's underwriting pursue an acting career

now you can enjoy $5,000,000 in habilit Evans; Managing Directors Chris agencies-Merrett Underwriting
Keeling and Tony Taylor; two pri- Agency Management Ltd. and

protection-an umbrella worth raising I Lloyd Thompson
vate shareholders who are direc- Murray Lawrence & Partners-

All from A+ Class XV insurance camers, which tors of Providence Capitol; and a have set up agencies outside Lloyd's of London broker Lloyd
are fully licensed m all 50 states number of institutional sharehold- Lloyd's underwriting room to deal Thompson Ltd plans to add an-

ers that have had longstanding re- directly with non-Lloyd's brokers other team of specialist brokers toFor complete information on habillty coverage
-as well as Thwd Party Fidelity Bonding lationships with English & Ameri- for small risks instead of going ltS expanding operation

-call toll free can through a Lloyd's broker Derek Hacking, who resigned
Institutional shareholders in- "We have heard suggestions of from Willis Faber PLC in Jan-

SECURITY IS OUR FIRST CONCERN, TOO' clude· Swiss bank Credit Suisse, underwriting rooms and service uary following its merger with
KLM Royal Dutch Airways, Scan- companies in Birmingham-United Stewart Wrightson Holdings

BROWN'ARD dinavian Airline Systems and Kingdom and Alabama-before" PLC, has been appointed to es-
Swissair and Schweiz Versi- from Lloyd's underwriters, he said tablish a financial services divi-

\ BROTHERS cherungs,'the direct underwriting at a Feb 17 conference sponsored sion Mr Hacking will build a
20 Fourth Avenue, Bay Shore. NY 11706 subsidiary of Swiss Reinsurance by Insurance Risk & Research four- or five-member staff in the

800-645-5820 (In NY 516-666-5050) Co in Zurich Group next year, said Ken Carter, chief
"It was discussed way back in executive of parent company Lloyd

1 the '6Os In the end, underwriters Thompson Group PLC
realized that there is no better Lloyd Thompson announced

SPECIALIZATION IS THE KEY
combination for producing and plans earlier this month to estab-
handling business than Lloyd's un- lish a non-marine casualty division
derwriters and Lloyd's brokers headed by Dick Drain, a former

W HIGH RISK EXCESS.
working together It has been Alexander Howden Ltd director
rather successful for 300 years, (BI, Feb 8)
after all " In addition, Howden iS losing

Proponents of "direct dealing"- three more directors from its North
allowing underwriting agencies to American casualty division to

We specialize in professional liability coverage for deal directly with non-Lloyd's bro- Lloyd Thompson Ltd, a Howden

architects and engineers with complex or unusual risks. kers-have suggested that it is very spokesman confirmed
difficult for provincial brokers to Ian Donaldson, Paul Voller and

deal with Lloyd's brokers "who do Charles Pearch will also join LloydThrough an exclusive arrangement with With the expertise to service a wide range of
little to earn their brokerage,"said Thompson next month

London markets, we are now offering limits professionals, PEAC comes through time and time
Mr Parry Lloyd Thompson's financial ser-

excess of $'1,000,000 on a claims-made basis. again We cover all the bases in liability coverage no However, in his role as an officer vices division will work closely
matter what the business or service PEAC the Glitch of Johnson & Higgins Ltd, which with the broker's political risk di-

We'll come through in the dutch with 48 hour professionals For more Information contact earned an additional 9 million vision, which in turn will be
turnaround time on quotations backed by ccmpetltive New York Office: New Jersey Office pounds ($15 8 million) in premium strengthened with the arrival of
rates and our excellent reputation In the Industry 212•490•8060 201•321•1040 volume last year from U K provin- several former Hogg Robinson &

cial brokers, Mr Parry says this 44is Gardner Mountain Ltd brokers

a general criticism and I refute it next month, Mr Carter said
Of course service from some bro- The division will offer a full

kers will not be so good, perhaps range of insurance products for fi-
Professional Excess Affiliates Corp. because they are not geared up to nancial institutions

-7*eEZ,*pgbbkmt.- handle provincial broker business, Lloyd Thompson handles an an-
but many are and it is not difficult nual premium volume of $300 mil-
for the provincial broker to find lion .



1 Risk retention roundup

LP gas industry forms
risk retention group
DALLAS-A risk retention

group chartered in Texas is offer-
ing up to $5 million in liability in-
surance limits to members of the

liquified petroleum gas industry.
LPG Risk Retention Group In-

surance Co., which has been
granted a certificate of authority
by the Texas State Board of Insur-
ance, will write general liability
and commercial automobile liabil-

ity coverages for its 766 members.
The insurer is managed by Berk-

ley-Nobel Risk Retention Group
Managers Inc. in Dallas (BI, Sept.
21,1987).

Charles Taylor, vp of under-
writing for the insurer, said feasi-
bility studies are being sent to
other states to meet requirements
for underwriting outside Texas.
The Risk Retention Act of 1986 re-

quires that studies be presented to
insurance regulators in any state in
which the insurer will write cover-

age.

"The majority of members are
dealers" in the LPG industry, said
Mr. Taylor, explaining that dealers
generally have a "bulk facility"
from which they supply gas to
farms and other rural businesses.

In order to purchase coverage
from the insurer, a member will
undergo an on-site inspection and
must meet certain loss control,
safety and management standards
outlined by the management com-
pany.

The risk retention group, with
capital and surplus of $7.5 mil-
lion, will write the general liability
and auto liability coverage on the
occurrence form developed by the
Insurance Services Office Inc.

Oil firms' plans
DENVER-Petroleum companies

throughout the world are consid-
ering forming a risk retention
group that could cut their costs for
excess liability insurance by half
or more.

Oil company representatives de-
cided Feb. 4 in Denver to pursue
the proposed risk retention group,
said C.R. Marshall, corporate risk
manager for Denver-based Hamil-
ton Brothers Oil Co.

Many oil company officials have
expressed interest in forming an
insurance company over the last
two years, he said.

A survey last year of the 110 lar-
gest petroleum companies in the
world found a core of 40 companies
with an active interest in partici-
pating in a risk retention group,
Mr. Marshall said. About 25 of the

companies were represented dur-
ing the Feb. 4 meeting and a total
of 45 potentially will participate in
the group, he said.

Oil company representatives ex-
pressed interest in a risk retention
group writing liability limits of
$19 million in excess of $1 million,
Mr. Marshall said. They also are
seeking occurrence rather than
claims-made coverage, he said.

Major oil companies and smaller

companies with average assets of
$1 billion make up the core interest
group, he said. Other companies
have called since the survey to say
they also might participate, he
added.

According to a feasibility study
conducted by Mr. Marshall, the
risk retention group could sub-
stantially reduce the cost of excess

liability doverage
"The decision was to go ahead

with the plan," Mr. Marshall said.
The study, conducted by Mr.

Marshall, assumed a group of 40 oil
companies with projected losses of
$70 million over 10 years. With

10% added to cover expenses, the
estimated cost would be $19,250
per $1 million of coverage. The es-
timate is about half the premium
petroleum companies pay for the
same coverage from commercial
insurers, he said.

The group could lower the price
even further if the participants
have a better loss experience, Mr.
Marshall added. If the companies
decide to form the group, it could
be operating as soon as late this
year, he said.

The group has not yet decided
how much capital to raise, he said.

-By Glenn Huntley

"But, we've always handled claims that way. ..
When your company seeks the most comprehensive and cost-efficient insurance program
available, the last thing you want to hear is maybe.

You want superior claims service. action and commitment. You want a company that's interested
in your company-interested enough to give you a straight answer with no run around.

HCM Claim Management Corporation is that company Their management team has the
experience to make recommendations and provide innovative and diversified claims services
and the commitment to stay with your company both now and in the future.

To find out more about HCM Claim Management, call Joseph M. Ravich, at 1-800-HCM-2223 (in
N.J. 201-428-6474) or write to:

HCM Claim Management Corporation
C/o Joseph M. Ravich
475 Park Avenue South - 20th floor

New York, New York 10016
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FAMIIY OF COMPANIES

NOW IN FINLAND

UNAT, AIG's European insurance company; is proud to announce that
its sister companyi the New Hampshire Insurance Company; was
granted a license to operate in Finland on January 21, 1988.

The New Hampshire Insurance Company is the first foreign insurer in
more than 50 years to be licensed in Finlandto service domestic as
well as international risks.

The following companies in continental Europe will soon become
UNAT:

American Internati

¢nderwrite
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Ne w Ha,npstance Americanome *suince 
National Union rire

THE EUROPEAN INSURANCE COMPANY

Austria (Vienna) • Belgium (Brussels, Antwerp) • Denmark (Copenhagen) • Finland (Helsinki) • France ( Paris,
Bordeaux, Lyons, Marseilles, Nat*es, Strasbourg) • Germany (Frankfurt, Dusseldorf, Hamburg, Munich,
Stuttgart) • Italy (Milan, Rome) • Luxembourg (Luxembourg) • Netherlands (Rotterdam) • Norway (Oslo) •
Portugal (Lisbon) • Spain (Madrid, Barcelona, Tenerife) • Sweden (Stockholm) • Switzerland (Zurich)

A Member Company ofAmerican International Group, Inc.
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U.N. unit makes push for Hamburg Rules
Worldwide 'GENEVA, Switzerland-The

proposed Hamburg Rules would
have minimal economic impact on
shipowners, even though their lia-

bility for cargo would be increased,
according to a report by the United
Nations Conference on Trade and

Development.
The UNCTAD secretariat makes

a renewed pitch for the ratification
of the Hamburg Rules of cargo lia-
bility in a recent report on the eco-
nomic and commercial implica-
tions of enforcement of the

controversial rules.

The rules, adopted in 1978 by 67
UNCTAD delegates-including the
U.S. delegate-but still not ratified
by the requisite number of U.N.
countries to take effect, are due for

discussion again at the annual
meeting of UNCTAD's shipping
committee, to be held March 14-24
in Geneva.

Despite an effort last summer by
a group of shippers to force gov-
ernments to ratify the Hamburg

Rules, which are opposed by the
insurance industry, only 11 nations
-most of them non-maritime

countries-have ratified them.

The rules must be ratified by the
governments of 20 countries before
they officially can take effect (BI,
June 15, 1987).

And, sources predict another
stalemate will occur at the March

meeting.
In the meantime, the Hague-

Visby Rules, which now date back
more than 60 years, continue to
govern liability for ocean-going

cargo.

The Hamburg Rules, officially
known as the United Nations Con-

vention on the Carriage of Goods
by Sea, would impose a standard of
strict liability and a presumption
of negligence on vessel owners for
lost or damaged cargo unless the
cargo carriers can prove they took
all possible measures that could be
reasonably expected to avoid the
occurrence that led to the loss or

damage of the cargo.
In sharp contrast, there are 17

defenses available to vessel owners

when dealing with cargo claims
under the Hague-Visby rules.

In addition, the Hamburg Rules
also would increase the limits

available for damaged or lost
packages at 835 Special Drawing
Rights ($1,127 at current exchange
rates), up from 667 SDRs ($900)
under the Hague-Visby Rules (BI,
Aug. 10, 1987; June 15, 1987).

(SDRs are an "imaginary" unit
of currency based on five actual
currencies-the U.S. dollar, the
West German deutschmark, the

British pound, the French franc
and the Japanese yen--used to
avoid adverse fluctuations among
single currencies.)

An UNCTAD spokesman said the
latest report on the Hamburg
Rules, released Feb. 8, pointed out
that some opponents of the rules
have contended that the rules

could cause considerable distur-

bance in the marine transport in-
dustry.

However, shippers are uniting to
press for the earliest effective date
for the Hamburg Rules, the
UNCTAD report states.

But, until the Hamburg Rules are
actually in force, only assumptions
can be made about their economic

and commercial consequences.
Lack of data from the insurance

industry hampered the preparation
of the UNCTAD report, the secre-
tariat noted.

The UNCTAD secretariat con-

cluded:

• The Hamburg Rules may lead
to reduced cargo insurance prices,
provided there is no increase in
litigation.

• The increase in the liability of
shipowners under the Hamburg
Rules may result in a more cost-ef-
ficient insurance system, provided

responsibility is accepted by cargo
carriers without expensive litiga-
tion.

• The amount of additional liti-

gation after the Hamburg Rules
take effect is likely to be limited in
the short term and may not in-
crease in the longer term.

• The economic consequences of
the enforcement 6f the Hamburg
Rules for vessel owners will be

minimal.

• The Hamburg Rules will result
in better protection of shipper's in-
terests compared with the present
system, and once the rules are in
effect there will be a rapid move
away from the Hague-Visby Rules
to the Hamburg Rules, which will

promote uniformity in cargo liabil-
ity.

• The Hamburg Rules will not
diminish the need for cargo insur-
ance.

-By JGhn Parry

Product liability reform
ZURICH, Switzerland-The

World Federation of the Sporting
Goods Industry has established a
special committee to try to find a
way through the thicket oS product
liability laws around the world,
according to Pierre Ryser, the fed-
eration's secretary general.

The committee intends to draft

and recommend some uniformity

in product liability laws world-
wide, Mr. Ryser said. The commit-
tee plans to publish its report in
early May.

The federation includes giant
sporting good manufacturers like
Nike Inc., Reebok International
Ltd., Adidas Sportschusabriken
ADI-Dassler Stiftug & Co. K.G.
and Puma Sportschusabriken Ru-
dolf Dassler K.G.

Mr. Ryser said the sporting goods
manufacturers are concerned

about the unclear state of product
liability law in the United States,
the world's single largest market
for sporting goods and sportswear.

The committee, which was sche-
duled to meet for the first time at

the Winter Olympics in Calgary,
Alberta, earlier this month, plans
to study:

• The use of international safety

standards for product liability.
• Guidelines by legal product li-

ability experts drawn from the in-
surance industry.

• The need to lobby for product
liability reform legislation on a na-
tional basis.

• The assistance needed to pro-
mote legal test cases.

• The negotiation of terms and
contracts with insurance com-

panies.
Following meetings at the Win-

ter Olympics, the committee plans
to meet with insurance companies
in various parts of the world to
discuss how product liability laws
can be harmonized so that manu-

facturers of sporting goods and
sportswear are protected against
mushrooming product liability liti-
gation.

-By John Parry
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Senate bill seeks oil tank regulation
By DEBORAH SHALOWITZ WASHINGTON-In the wake of

one of the worst oil spills ever in an
inland waterway, two senators
from Pennsylvania have intro-
duced legislation that would re-
quire government regulation of
above-ground oil tanks.

The bill, S. 2020, would require
owners of above-ground tanks that
contain at least 1 million gallons of
oil and are at least 30 years old or
have been relocated or recon-
structed to show evidence of finan-

cial responsibility for costs arising
from a potential oil spill and would
mandate periodic inspection of
these tanks.

The Environmental Protection

Agency would develop regulations
implementing the bill's mandates.

Sen. John Heinz, R-Pa., who in-

Washington
troduced the proposal with Sen.
Arlen Specter, R-Pa., said the pur-
pose of the bill is to "prevent an-
other environmental catastrophe
like the one we have just witnessed
in western Pennsylvania" when an
Ashland Oil Co. tank ruptured in
January and spilled about 1 mil-
lion gallons of diesel fuel into the
Monongahela River (BI, Jan. 11).

"Unfortunately, this environ-
mental disaster made us aware of a
gap in existing environmental reg-
ulation," Sen. Heinz said, pointing
to the dearth of federal or state re-
quirements to monitor the use of
above-ground storage tanks.

State or local laws may require
an owner or operator of an above-

ground oil tank to obtain a permit
for construction of a tank and to

obtain an inspection of the tank
after construction is complete, but
"there is not a regular means of
monitoring these tanks after these
permits have been issued," Sen.
Heinz said.

Reversions decline
The number of overfunded pen-

sion plan reversions and the
amount of excess assets employers
are recovering in the reversions is
decreasing, according to the Pen-
sion Benefit Guaranty Corp.

A total of 169 overfunded de-

fined benefit plans involving

Underwriting
ismorethan

taking orders
It's understanding risk. At American Re, our underwriters are experi-
enced professionals, not just ordertakers. They' re knowledgeable.
Dedicated. Responsive.
They' re backed by innovative services like Client Teams. Planning
Tablee Underwriting Audits. Claims programs in Arson Prevention;
Massive Injury, Litigation and Catastrophe Management. With a
policy of prompt claims payment.
For reinsurance coverage that really serves your needs, talk to the
professionals at American Re. Where underwriting is understood.

08

911,
American Re.Insurance Company

One Liberty Plaza, 91 Liberty Street, New York, NY 10006 (212) 618-7000
Atlanta · Boston · Chicago · Columbus · Dallas

Hartford · Kansas City · Los Angeles · Minneapolis · New York · Philadelphia · San Francisco
Bogota · Cairo · London · Melbourne · Montreal · Santiago · Singapore · Sydney · Tokyo · Toronto

159,822 participants were termin-
ated in 1987, down from 263 plans
involving 262,255 participants ter-
minated in 1986, according to the
PBGC. In 1985, 581 plans involving
690,774 participants were termin-
ated.

Surplus pension assets recovered
by companies terminating over-
funded defined benefit pension
plans fell 67% to $1.43 billion in
1987 from $4.29 billion in 1986. In
1985, connpanies recovered $6.67
billion in surplus pension assets
from overfunded plan termina-
tions.

The PBGC statistics include only
those plan terminations where the
reversion was at least $1 million.

Since 1980, a total of 1,634 over-
funded defined benefit pension
plans involving 1.8 million partici-
pants have been terminated. Total

reversions during this period to-
taled $17.87 billion.

ERISA advisers
Six new members of the Labor

Department's ERISA Advisory
Council have been appointed to
three-year terms.

David J. MacKenzie, executive
director of Textile Rental Services
Assn. of Santa Monica, Calif., will
represent employers that contrib-
ute to multiemployer plans; D.
Quigg Porter Jr., senior vp in the
pension asset management division
of the Northern Trust Co. of Chi-
cago, will represent the corporate
trust field; and Ronald J. Kub-
lanza, director of operations and
administration for the Central
States, Southeast & Southwest
Areas Health and Welfare Funds in

Chicago, will represent employee
organizations whose members are
covered by multiemployer plans.

In addition, Myra R. Drucker,
director-trust investments for In-
ternational Paper Co. of Purchase,
N.Y., will represent the investment
management field; Michael S. Gor-
don, an attorney in private practice
in Washington, will represent the
general public; and William S.
Hoffman, director of the Social Se-
curity Department of the United
Auto Workers in Detroit, will rep-
resent employee organizations.

The 15-member Advisory Coun-
cil on Employee Welfare and Pen-
sion Benefit Plans was established
by the Employee Retirement In-
come Security Act of 1974 to ad-
vise the secretary of labor on vari-
ous ERISA and retirement issues.

The council meets at least four
times a year in Washington with all
member expenses paid by the fed-
eral government.

401(k) definitions
The definition of highly compen-

sated ernployees--used to deter-
mine if a 401(k) plan discriminates
in favor of the top-paid workers-
is higher for 1988 because the In-
ternal Revenue Service is indexing
the threshold to the inflation rate.

After indexing, the highly paid
are defined in 1988 as:

• Employees who own more
than 5% of a company, unchanged
from last year.

0 Employees earning more than
$78,353 annually, up from $75,000
annually last year.

• Employees earning more than
$52,235 annually, up from $50,000
annually, who also are among the
highest-paid 20% of a company's
workforce.

• Officers who earn at least 1 1/2
times the maximum allowed con-
tribution to a defined contribution

pension plan. The maximum con-
tribution to a defined contribution

plan is $30,000, which means all
officers earning more than $45,000
are classified as highly paid em-
ployees. This also is unchanged.

McCarran-Ferguson
The American Bar Assn. at its

recent meeting did not vote on two
proposals supporting repeal or re-
vision of the McCarran-Ferguson
Act, the 1945 law that gives insur-
ers a limited exemption from fed-
eral antitrust law and grants pri-
mary regulation of the insurance
industry to the states.

ABA delegates at the associa-
tion's midyear meeting in Philadel-
phia earlier this month voted to
send the proposals back to com-
mittees for further consideration

(BI, Feb. 1). The proposals would:
• Limit the insurance industry's

antitrust exemption to "essential
collection activities."

• Allow states to continue to
regulate insurance in almost all re-
spects except pricing. I



To help protect your business in the fast-changing maze of
environmentally-sensitive risks, you need a virtual battery of
experts on your side.

OUR POLICY IS TO GIVE YOU MORE

1 As a pioneer in Pollution Liability insurance, National
Union is at the forefront in developing coverages to meet chang-
ing conditions.

To address thegrowing complexity of risks, we've recruited
a special team of engineers, lawyers and other professionals who
are also experts in environmental issues.

MORE EXPERTISE/BETTER SOLUTIONS

To find the solutions you need, we analyze your situation
from top to bottom. Everything from the operational safety of
your facility to waste disposal hazards, and from the way you
handle raw materials to the transport and disposal of pollutants-
both hazardous and non-hazardous.

HIGHER LIMITS/BROADER PROTECTION

Our new aggregate limits for Pollution Liability to $15 mil-
lion, plus auto and general liability coverage, provide broad

protection. We can even arrange excess liability insurance;
something you'd expect from the leader.

Find out how National Union is working to help you meet
and maintain today's complex environmental standards with
minimum risk. Ask your agent or broker to contact your nearest
National Union representative:

New York

Philadelphia
Chicago
Dallas

Los Angeles

212/770-7036

215/981-7113

312/930-5483

214/220-6143

213/480-3568

(Note: For automobile and general liability coverage, call our
New York office at 212/770-6854.)

We're ready now to help you stay on solid ground.

National Union Fire Insurance Company of Pittsburgh, Pa.

Insurance Companies That Don't A Tr
Think Like Insurance Companies 1-UJ



Cha nging benefits
Survey workforce before new plan design is finalized
By Laurel Nicholson useful in the design phase of a flexible

compensation program if the benefit
manager's objective is to reduce
medical costs by acertain dollar
amount. A comprehensive testing
program will reveal if the incentives
are significant enough to induce
employees to switch from their old
medical plan into a high-deductible
core plan.

In this type of situation, statistical
reliability is critical. With remarkable
precision, the testing process can
determine how many employees will
switch plans, providing the benefit
manager with a close estimation of
future cost savings.

Testing also will help determine
which benefits are important to
employees, what levels of coverage are
perceived as necessary and how much
employees will be willing to pay for
what benefits.

When terminating or redesigning
retirement plans, testing can play a
key role in determining employee
sensitivities and security issues. This
can be especially useful when
bargaining concerns are involved.

Changes in management, economic
downturns, new benefit programs and
cost savings are just a few of the many
reasons to investigate the advantages
of testing.

Once the need for testing is

established, you must ensure that
statistically valid results are obtained.

If you go by the book, every testing
program is made up of a randomly
selected group of employees. The

number of

employees is
Testing employees' determined

reactions to flexible by the

compensation can be a number of

waste of money; 99% of employees in
the program's

the time they will like it. „universe"
- (your

company). As
a general rule:

• Smaller groups of 100 or fewer
mandate that at least 30% of the total

employee group be tested. Lower
percentages are required as the size of
the group increases.

• Once the sample size is

determined, employees are chosen
randomly by selecting every "Nth"
name from a complete employee
listing.

In some instances, you may wish to
test specific groups of employees, for
example those over 55 or those not
participating in your 401(k) savings

plan. In this case, you randomly select
names from lists of these employees.

It is inevitable that not all

employees selected will participate in
the testing process. This is why even
more employees should be surveyed so
that the sample size is met.

• You need responses fro,m at least
half of the employees tested to
guarantee statistical validity. For this

reason, it is a good idea to administer
the survey of PGI sessions during
business hours so that employees
understand they are expected to

NE OF THE MOST effective waysto determine if changes to your
benefit and compensation plans will
meet their intended objective is to test
the design changes before they are
implemented. Depending on the type
of change and the expected results, the
importance of testing ranges from
beneficial to absolutely critical.

In this context, testing means the
use of survey questionnaires combined
with supervised sessions of peer group
interaction, or PGI. The PGI session
can be composed of either random
groupings 6r carefully selected
segments of the employee audience,
such as active employees with a
certain number of years of service,
retirees only, etc.

One area of growing interest is
testing retirees along with older active
employees to look at how better to
design retiree health plans. Even as
retiree health liabilities become a

growing concern, it's disconcerting to
see that most retiree health plans are
not even geared to retirees. Instead,
they are an extension of the active
employees' plan. This fact remains,
despite statistical evidence that shows
active employees have temporary,
acute medical care needs, while

retirees have long-term chronic
ailments.

Therefore, the issue of retiree

liabilities can be best studied by
looking at a new type of plan rather
than an extension of the old plan.
Incorporating long-term
care options into a retiree
plan is clearly innovative
and appropriate.

Yet, with little or no
historical data on retirees,

a company may flounder
when trying to design a
cost-effective solution that

is also beneficial to its

retirees.

How comprehensive testing helped
design such a sophisticated retiree
plan is detailed on the front page of
the Dec. 21, 1987, issue of Business
Insurance.

Retiree health plans offer only one
good example of the importance of
testing in the plan design process. So
let us take a closer look at surveys and
PGI sessions to determine when

testing is appropriate and what it can
provide the benefits manager.

First, a benefit manager must
determine when testing is a good idea
and when it is fluff.

In general, keep in mind that
employees think the concept of choice
among benefits is a good idea. To test
employee reaction to the introduction
of flexible compensation can be a
waste of money; 99% of the time they
will like it. In the same way, an annual
program of testing without a specific
purpose may not be worth the dollars
invested.

However, testing can be absolutely
critical in many employer situations.
For example, it can be particularly

There are five rules to conducting a
successful PGI session:

• Don't conduct the session

yourself. Employees will tell an
internal authority figure what they
think they want to hear. If you're
looking for objectivity, it's always
advisable to have an outside

consultant conduct the session.

• Remember that it is a PeeT group
session. Attendees should come from

the same level within the organization,
although each session may represent a

different management
level. Mixed groups of
employees from different
management levels will
interrupt the free flow of
discussion.

• The ideal number of

employees at each session is
- between eight and 10. If

there are more than 10, a

leader will generally emerge as group
spokesperson, with the others sitting
in silence. If there are fewer than

eight, employees may feel that the
session leader will remember-and tell

management-who said what.
But if you have to err on either side,

fewer employees is better than too
many

• It is a good idea to have two
leaders conduct the session, one to act

as the main facilitator-asking
questions, probing and
responding-and the other to record
responses and note any conflict
between verbal responses and body
language, such as saying "yes, I
understand" but looking confused.

Studies show the comparative
importance of body language, words
and voice inflection in interpersonal
communications. Unfortunately,
words have the least impact of all,
trailing voice inflection and body
language, which is most important.

The second session leader must be

aware of body language clues to note
understanding, tension and
acceptance.

• Be sure to ask the same questions
in the same way for each PGI session.
Often, differences of opinion between
several PGI groups can be attributed
to inconsistencies in the way employee
responses are elicited. Sometime
without realizing it, the PGI
facilitator can change the meaning of
questions by slight variations in tone,
presentation and so on.

Too many times money is spent to
evaluate the success of an employee
benefit program after it is
implemented. That money would be
better spent early on in the process.
Testing during the plan design stage
ensures that the process you
implement and the communication
program announcing the
implementation addresses the issues
and concerns of your employee
audience.

participate in the testing process.
This raises an important

consideration. Sometimes, particularly
when administering an employee
questionnaire, it may be advantageous
to test all employees and simply
tabulate as many responses as needed
to ensure a statistically valid sample.

This is particularly true in instahces
when employees might feel "left out"
when they discover the company did
not solicit their opinions and feelings.

Questionnaires provide you with
statistical

data to

validate a Too many times money

plan of is spent to evaluate the
action. success of an employee
Because most

benefit program after
testing

progranns it is implemented.
want some .

fornn of

statistical evidence, a survey is a
useful tool. Once you have decided to
incorporate testing, it is a good idea to
consider:

• What are you trying to
accomplish.

• What do you need to know to meet
your objectives?

• What will you do with the
information after it is processed?

• Are there are restrictions on who

is surveyed, what is asked or how the·
questions are asked?

But is a questionnaire enough, or
should you also consider PGI sessions?
The answer depends on whether you
want quantitative information,
qualitative information or both.

Basically quantitative information
gives you numbers. This information
tells you that X% of employees feel
one way, Y% another. It cannot,
however, tell you why people
responded as they did, if there were
questions not asked that they would
have liked to answer or how strongly
people felt when they were answering
the questions.

Quantitative results are almost

always obtained from written
questionnaires. Such questionnaires
lend themselves to computer analysis,
which gives not only the response
totals but also in-depth analysis of
those responses by demographic
categories.

Qualitative information, on the
other hand, identifies the range of
attitudes among the sample
population, tells you why people act
and feel the way they do and gives you
a sense of the strength of those
feelings. Qualitative information is
usually gathered through PGI sessions.

Are statistically valid results always
needed? If all you want is a general
idea of how employees will respond,
you can be far more flexible in
determining the group dynamics and
the statistical objectivity of the
questions. For example, "sensing"
groups, composed of carefully selected
individuals, may be totally
appropriate. Usually these individuals
are highly verbal and give you a quick
sense of a typical employee's response.

Laurel Nicholson is a principal and
practice leader of communications
services for William M. Mercer-
Meidinger-Hansen Inc. in Deerfield,
Ill



III explains industry's tort reform effort
Property/casualty insurance company executives

are hitting the road to explain their business and
insurers' position on tort reform efforts. The
following speech was prepared by the Insurance
Information Institute for insurance company
representatives to deliver to groups Of interested
citizens. It is reprinted here, with the permission of
the III, tc) provide food for thought for risk managers
preparing speeches on these issues.

AM GLAD to be here today to try and shed somelight on a series of complex but pervasive
insurance problems.

I represent an industry that touches the life of
virtually every American. Its problems touch every
American, too: businessmen, homeowners and
consumers.

I want to try to explain some of what you are
reading in the press about insurance problems. And,
I want to propose some solutions. You have a stake
in this, just as I do.

Let's be candid about the insurance industry.
Consumers do not know what to believe. One group
says insurers are profiteering, another group says
the industry is on the verge of collapse and a third
group says the problem is runaway costs in the civil
justice system. A lot of people have serious
questions about what is happening in the insurance
business. Maybe I can answer a few of those
questions.

First, let's look at what exactly insurance is since
many people don't understand how insurance
works. Insurance is a system of service. There is no
product you can look at, like an appliance in your
kitchen or furniture in your living room.

The only thing you have to show for the money
you pay for your policy is a complicated legal
document ! You pay an annual sum that entities you
to thousands of dollars in coverage. What customers
actually buy is protection beyond what they could
afford to pay if they had to protect themselves using
their own savings. The insurers take the risk.

Thousands of years ago a group of Chinese sailing
merchants banded together to protect themselves
from losing their cargos in treacherous river rapids
along their trade routes. They simply divided their
cargos among their several boats. Then, if one boat
went down no one person would be ruined. They
each would lose only a small portion of their goods.
In effect, they spread their risk.

Insurance is like that. It minimizes the losses if a

few by spreading the cost among many. So, you and
I are charged premiums that pay for the accidents or
catastrophes or court awards of someone else. Or
that someone else could be helping to pay for your

loss, should you have one. In order for insurance
companies to have enough money to pay claims,
they have to be able to predict with some certainty
just which groups or individuals will have disasters
and what it will cost. They also have to invest wisely
to generate more capital. The must set aside funds
for claims.

But, big problems have cropped up in the past few
years that have put several insurance companies out
of business and others on the brink of disaster or

huge financial loss.
People who used to settle disputes over the back

fence now expect the courts to solve their problem.
In 1985, 16 million lawsuits were filed in courts.

That's one lawsuit for every 15 Americans.
Let me give you a few other statistics. Various

types of lawsuits have skyrocketed in number.
Product liability suits filed in the federal district
courts increased 758% between 1974 and 1985,

according to the Administrative Office of the U.S.
Courts. The American Medical Assn. reported that
the number of medical malpractice suits increased
to 16 for every 100 physicians in 1984, up from 2.5
per 100 in 1976.

The tort branch of the U.S. Department of Justice
reports its case load increased from 4,000 cases in
1975 to 11,000 cases in 1985, a 175% increase.

And finally, a survey of 1,200 local governments
found that claims against municipal and county
officials increased by 141% between 1979 and 1983.

Unfortunately, the number of lawsuits is just one
part of the problem. The number of million-dollar
jury verdicts has risen at a disturbing rate. In 1962,
there was only one verdict of more than $1 million.
By 1985, the number of million-dollar verdicts had
swelled to 488! The enormous costs of paying these
judgments are borne not only by the insurance
companies but by you and me! It is that sharing of
the risk we were talking about.

We also pay the price in the form of increased
costs for goods and services, higher taxes and a
shortage of some products like vaccines.

The insurance industry also has faced another
problem. Besides using up its reserves to make these
huge payments, insurers are finding that courts are
redefining what the policy should cover. So,
insurers have been faced with having to pay awards
they originally didn't contract to pay for. This has
created uncertainty about how much money should
be set aside for future claims. This is a costly and
unpredictable way to do business.

Insurance is a pass-through mechanism. It
distributes the costs of the civil justice system,
which, in turn, reflects societal values. Society,
through the courts and the legislative process,

decides what injuries should be compensated, in
what circumstances and in what amounts. Thus, the
price of insurance is largely a question of how much
we, as a society and as individuals, are prepared to
pay for the compensation delivered through today's
system of justice.

There are growing signs that we have reached the
limit of what people believe we can afford to pay for
compensation, not only in terms of the number and
cost of awards but also in terms of the time it takes

to process a case to trial and the cost of such
litigation. Many legal experts believe the American
court system is in urgent need of reform. These
advocates include such eminent individuals as

former Chief Justice Warren E. Burger and Derek
Bok, president of Harvard University and former
dean of the Harvard Law School. Such critics cite

the growing number of lawsuits, especially 
unnecessarily prolonged lawsuits. In the words of
the former chief justice, the nation is plagued "with
an almost irrational focus-virtually a mania-on
litigation as a way to solve all problems."

However, the picture isn't all bleak. There's hope
for change. Dozens of states have enacted some form
of tort reform already. This shows that the public
sees this as a societal-and not just an
insurance-issue.

So, you may ask, what can I do? Well, I know what
I've done.

I've contacted my legislators. I spoke up for some
arbitration instead of lawsuits. I said that victims

must be compensated but in an adequate, fair and
fast manner.

I encourage you to learn all you can about
insurance problems so you can speak out for
yourselves in your community instead of depending
on some "advocacy" groups. You can join coalitions
of business and professional groups as well as
educators that support tort reforms. You can look
into the American Tort Reform Assn., whose efforts
are endorsed by 140 trade associations, and other
national organizations representing thousands of
companies and a broad spectrum of the professional
and business communities.

In addition, by the way, ATRA is supported by the
Boy Scouts of America, the Road Runners Clubs of
America and other diverse groups.

Finally, you can questions figures thrown around
by people calling themselves "consumer activists."
You can question insurance representatives about
this crisis. You're not powerless against high costs
and loss of goods and services to consumers. You are
where it's happening. The consumer who speaks for
solid societal changes holds all the cards.

Good luck to you.

Minor may not circumvent work comp
A minor may not, by virtue of his

minority, avoid workers compensation
coverage and seek a tort remedy, the
Supreme Court of Nevada ruled.

Jean Borregard sued, on her own
behalf and that of her son, James
Haertel, the Sonshine Carpet Co., a
school district and the Dow Chemical

Co. for injuries James received while
working as a laborer for Sonshine.
James was working as a laborer in
removing and replacing carpeting at
some of the district's facilities. James

was a minor.

The trial court dismissed his

negligence suit.
On appeal, James argued that the

exclusivity provisions of the workers'
compensation law did not apply to
him because he was a minor. But, the

court said that a minor may not, by
virtue of his minority, avoid the
compensation law coverage. According
to the court, coverage was automatic,

even for minors.

Haertel vs. Sonshine Carpet Co.

Supreme Court of Nevada, Dec. 23,
1986 (BI/02/0.-$10).

Legal briefs

Lunchtime injufy compensable
An injury to an employee on a lunch

break and not en route to or from

work was compensable, according to
the Supreme Court of Tennessee.

Buford T. Holder, had worked for

the Wilson Sporting Goods Co. for 33
years until September 1985, when he
was laid off during a labor dispute.

On Jan. 10, 1984, Mr. Holder arrived

at work, parked in the employee
parking lot and clocked in for work at

just before 7 a.m. His usual practice
was to bring his lunch and eat at work

As a routine practice, when Mr.
Holder finished lunch he would take

the container out to his car in the lot,
clocking out before he left the
building. He followed that routine on
Jan. 10.

On his way to his car, some 10 feet
from the door to the building, he
slipped in the snow and fell, severely
injuring his right shoulder. He
underwent surgery at a later date. This
claim followed.

Mr. Holder was awarded 50%

permanent partial disability.
On appeal the employer argued, in

part, that employees while coming to
or leaving work do not come within
the exceptions to the general rule that
an employee is not compensated for
injury in transit to or from work. They
contended that Mr. Holder was on his

own mission of convenience when the

accident occurred.

But, the appellate court said that
on-premises lunch-break cases do not
form an exception to the
en-route-to-work cases because the

employee is no longer in transit and
has reached his duty station or place
of employment.

Furthermore, the court said that the

fact that Mr. Holder was engaged in
permissible, personal activities during
the lunch break did not remove him

from the protection of the work comp
law.

Holder us. Wilson Sporting Goods
Co., Supreme Court of Tennessee, Jan.
5, 1987 (BI/03/N.-$10).

These abstracts were prepared by
Cases Unlimited Inc. Copies Of these
decisions are available by sending a
$10 check payable to Cases Unlimited
to Business Insurance, 740 N. Rush St.,
Chicago, m. 60611-2590. List the
number for each opinion.



Property damage
Continued from page 2
had a duty to make the building as
safe as it was before the 1983
stornn.

"When a policy insures a 'dwell-
ing' or a 'dwelling building'
against damage caused by earth
movement, and such a peril dam-
ages or threatens the structures,
the insurer has an obligation to
pay for measures necessary to pro-
vide at least the same degree of
lateral and subjacent support as
existed prior to the earth move-
ment," the court ruled.

The court said its ruling should
apply to both commercial lines and
personal lines risks.

In drafting its decision, the court
relied heavily upon a 1962 ruling
in Hughes vs. Potomac Insurance
Co. In that case, a California Ap-
pellate Court refused to "conclude
that a building which has been
overturned or which has been

placed in such a position as to
overhang a steep cliff has not been
'damaged' so long as its paint re-
mains intact and its walls still ad-

here to one another.

"Despite the facts that a 'dwell-
ing building' might ·be rendered
completely useless to its owners,
appellant would deny that any loss
or damage had occurred unless
some tangible injury to the physi-
cal structure could be detected.

Common sense requires that a pol-
icy should not be so interpreted in
the absence of a provision specifi-
cally limiting coverage in this
manner," the court ruled.

The decision in the Cypress
Grove case "has created an implied
in-law duty for property insurers
to make the insured structure safe

and habitable for its intended use,
even where the structures have not

been physically damaged," said
Covenant Mutual attorney Thomas
Fellows, with the firm of Robinson
& Wood Inc. in San Jose.

In addition, Mr. Fellows says the
appellate court extended a prop-
erty insurance policy from one that
specifically covers only a building
into one that covers all the sur-

rounding land as well.
In a Feb. 1 request for a review

by the California Supreme Court,
attorneys for Covenant Mutual ar-
gued that the appellate court rul-
ing "fundamentally altered the
very character of an insurance
contract. It no longer is limited to a
responsibility for compensating or
indemnifying a known loss, when
it occurs; the contract now encom-
passes a duty to prevent a predict-
able loss from occurring in the first
place."

Robert Johnson, an attorney
with Wyckoff, Richardson, Sanson,
Allen & Locke-Paddon in Watson-

ville, Calif., who represents Cy-
press Grove, would not comment
on the case while the petition for
review is pending.

But in his Feb. 11 answer to Cov-

enant Mutual's review petition,
Mr. Johnson says, -The
case. . .stands for the simple, fair
and equitable proposition that
when a covered loss has occurred,
the insurance company has an ob-
Ligation to repair the damage
caused by the covered peril, up to
the policy limits, and to replace
the lost lateral or subjacent sup-
port, which was damaged by the
insured event."

Attorneys representing insurers
say the decision could have wide-
spread impact on a variety of prop-
erty coverage cases including those
involving earthquakes, toxic
wastes and asbestos property dam-
age.

"For example, if a building that
is insured for fire is damaged by a
[ire, does that mean the insurer has
a duty to put in a sprinkler system
to protect the property from future
fires?" Mr. Fellows asked.

And, he questioned, wouldn't
those sprinklers represent a better-
ment to the property?

Also, in California, where earth-

quakes are frequent, he cautioned
that the ruling could be interpreted
to mean that insurers have the duty
to pay for steel reinforcement
whenever a structure is moderately
damaged by a quake.

"The long-term implications of
this case are that people will ex-
tend the principle to more remote
areas of law," said James Kraus,
an attorney with Industrial Indem-
nity Co. in San Francisco, a sub-
sidiary of Crum & Forster Inc.

Mr. Kraus pointed to an example
in which the decision could impact
cases involving coverage for toxic
waste claims. "If the land under-

neath a building or next to a build-
ing is saturated with toxic wastes,
making the building unsafe, under
this theory the building's property
insurers could have a duty to do
whatever its takes to prevent fu-
ture damage," he said.

"According to the court, damage
to land which threatens the struc-

ture may be considered damage to
the structure," he explained.

"I am concerned that the deci-

sion will be extended to circum-

stances where it's unwarranted,"
said Mr. Kraus, who has written to

the California Supreme Court urg-
ing that it review the case.

The decision "threatens to estab-

lish a no-fault system of insurance
for policyholders," said Mr. Oakes
of Barger & Wolen. "The decision
gives courts the license to render
decisions that improve the lot of
the insured, even though the policy
does not provide relief."

In asbestos property damage liti-
gation, "the courts, inspired by
this decision, are going to aim to
force the insurers to reinstate the

status quo" in buildings that con-
tain asbestos products, he said.

The Cypress Grove decision was
offered last week as a precedent in
the coordinated asbestos coverage
trial in the San Francisco court-

room of state Superior Court Judge
Ira A. Brown Jr.

Attorneys representing Arm-
strong World Industries Inc. argue
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that the Cypress Grove ruling
proves that a policyholder does not
have to show its asbestos caused

actual damage to recover from its
liability insurers for property dam-
age claims, said Tom Freeman, an
attorney with Brobeck, Phleger &
Harrison in San Francisco, who
represents Fibreboard Corp. of
Concord, Calif., in separate as-
bestos litigation.

Armstrong is the only asbestos
producer facing property damage
claims still involved in the San
Francisco trial.

Armstrong attorneys could not
be reached for comment last week.

Armstrong's liability insurers
are expected to finish arguing their
case next week, and the trial is ex-
pected to be concluded in four to
eight weeks.

Mr. Freeman noted that insurers

in coverage disputes stemming
from asbestos property damage
claims contend that the presence of
asbestos in a building does not
constitute property damage. "But
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the Cypress Grove case is sugges-
tive of a rejection of that prem-
ise," he said.

David Steuber, an attorney with
Paul, Hastings, Janofsky & Walker
in Los Angeles who represents pol-
icyholders in asbestos property lit-
igation, agreed. "This is a case that
we as counsel for insureds could

use to show there is no requirement
of actual physical damage."

Mr. Fellows, who represents
Covenaht Mutual said, said there is
"reasonable probability" that if
the state Supreme Court denies re-
view of the Cypress Grove case it
will grant decertification, meaning
the case cannot be published and
cannot be used as a precedent.

And, Mr. Johnson, in his answer
to Covenant Mutual's petition for
review, states: "If this court is -con-
cerned about the precedential
value of the opinion and all the al-
leged insurance problems raised by
respondents, then the opinion can
always be decertified for publica-
tion." I
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Lawmakers hope to resurrect Cal/OSHA
SACRAMENTO, Calif.-State

lawmakers are plotting the resur-
rection of the state's workplace
safety program despite opposition
from Gov. George Deukmejian,
who killed the program by a veto
last year.

The California Department of
Occupational Safety and Health,
also known as Cal/OSHA, was shut

down in July 1987 after Gov.
Deukmejian vetoed its funding de-
spite support from both political
parties, business and labor.

Workplace safety monitoring in
California was then turned over to

the federal Occupational Safety
and Health Administration, even

though state officials and others
claimed the state was doing a more
effective job (BI, Nov. 2, 1987)

A bill introduced earlier this

month by state Sen. Cecil Green,
D-Cypress, would resurrect Cal/
OSHA and add $6.3 million to the

state budget to fund it. The legisla-

Around the states

tion is scheduled to be discussed

by the Senate Budget Committee at
an undetermined date, said Rocky
Saunders, Sen. Green's legislative ·
director.

The state Assembly went a step
further in January and approved a
bill sponsored by Assemblyman
Richard Floyd, D-Hawthorne, that
also would revive the state safety
program. But, although that legis-
lation calls for re-establishing Cal/
OSHA, it does not specifically add
money to the state budget to fi-
nance the agency's operations.

Legislators continue to press for
a renewed state-run safety pro-
gram despite "a probable veto" by
Gov. Deukmejian if the issue
reaches his desk again, said Jerry
McFetridge, consultant to the state
Assembly's Worker Safety Sub-
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committee.

"We continue to hope the gover-
nor will see reason and reason will

prevail," Mr. MeFetridge said.
Although Gov. Deukmejian has

cited annual savings of about $8
million per year by transferring the
state's safety program to the fed-
eral government, his critics have
maintained that less stringent
standards maintained by the fed-
eral agency ultimately cost more
through higher accident and fatal-
ity rates.

When the workplace safety pro-
gram was transferred from state
jurisdiction in July, California
joined 26 other states that do not
have their own state workplace
safety agencies and depend on fed-
eral OSHA to provide worker
safety standards and enforcement.

Mr. Saunders said it is not

known when the Cal/OSHA bill

will emerge from the Senate com-
mittee, noting that would depend

partly on the outcome of a court
challenge to Gov. Deukmejian's
veto of the program last year.

A lawsuit brought on behalf of
six workers resulted in a decision

by the state Court of Appeals in
Sacramento to overturn the gover-
nor's Cal/OSHA veto. However, the
state Supreme Court has agreed to

hear Gov. Deukmejian's appeal of

the lower court ruling.
-By Glenn Huntley

Michigan liquor liability
LANSING, Mich.-Michigan li-

quor retailers, which received
greater protection from liquor lia-
bility lawsuits under a 1986 state
law, will be required to carry at
least $50,000 of proof of financial
responsibility before they can
renew their liquor licenses for
1988.

The deadline for meeting the fi-

nancial responsibility requirement,
approved by Insurance Commis-
sioner Herman W. Coleman in De-

cember 1987, is April 1.
Liquor retailers can meet the fi-

nancial responsibility requirement
by submitting to the state Liquor
Control Commission proof of
$50,000 of liability insurance,
$50,000 in escrow, unencumbered
securities, constant value bonds or

coverage through one of the state's
two limited liability pools, said
John P. Schoonmaker, chief ad-

ministrative law judge for the
Michigan Insurance Bureau.

Michigan's 1986 liquor liability
law reduced liability for owners of
taverns, restaurants and stores

selling liquor. Under the act, only
an injured party can sue a liquor
retailer. Previously, both the in-
jured party and the defendant
could sue the retailer, Mr. Schoon-
maker pointed out.

The act also establishes a "last

bar" rule, making only the last tav-
ern that served an intoxicated de-

fendant liable.

In addition, plaintiffs filing suit
against a liquor retailer must no-
tify the retailer before taking legal
action. And, in the event a jury
rules against a liquor retailer, the
judgment against the retailer will
be offset by the amount the plain-
tiff receives from collateral

sources, Mr. Schoonmaker said.
Mr. Schoonmaker estimates that

the 1986 act will reduce liquor re-
tailers' liability losses between
30% and 70%.

Before the 1986 law was passed,
two insurers wrote 96% of the

state's liquor liability coverage,
according to Mr. Schoonmaker.
But because the coverage was ex-
pensive and difficult to obtain
many liquor retailers went without
coverage.

However, a study conducted by
the Insurance Bureau last October,
15 months after the 1986 law limit-

ing liquor retailers' liability had
been in effect, indicated that the

number of insurers willing to write
liquor liability insurance in the
state had grown to 21.

The study also determined that,
on average, a liquor retailer could
obtain the required liability insur-
ance at a cost of 3% of gross liquor
sales, Mr. Schoonmaker said.

-By Laura Mazzuca

Aetna reports 21.5% increase
in operating earnings in '87

HARTFORD, Conn.-Aetna Life & Casualty Co. re-
ported operating earnings increased 21.5% last year
to $867.4 million from $714.3 million in 1986.

Net income, however, declined to $920.6 million
from $1.04 billion the previous year, primarily due to
sharply lower capital gains during 1987.

Total premium volume grew 9.3% to $16.7 billion in
1987 from $15.3 billion in 1986.

"Our property/casualty results were impressive, and
our group insurance results, while not satisfactory,
were considerably better than much of the industry's,"
said Aetna Chairman James T. Lynn.

Aetna's Commercial Insurance Division reported
1987 operating earnings of $321.5 million last year, up
82.2% from $176.5 million in 1986. The division's com-

bined ratio was 107.5% for both years.
Operating earnings from Aetna's Employee Benefits

Division fell 19.2% to $267.7 million in 1987 from
$331.1 million the previous year.

Arthur J. Gallagher
ROLLING MEADOWS, Ill.-Arthur J. Gallagher &

Co. has declared an increased quarterly cash dividend
of 12 cents per common share, up from the previous 10
cents per share. The dividend is payable April 15 to
shareholders of record as of March 31.

CIGNA Corp.
PHILADELPHIA-CIGNA Corp.'s operating income

from continuing operations rose 24.1% last year to
$616.5 million from $496.8 million in 1986.

Including discontinued operations, CIGNA's operat-
ing earnings rose 27.4% to $681.3 million in 1987 from
$534.9 million the previous year.

Net income, however, fell 10.9% to $728.3 million in
1987 from $817.3 million the prior year, largely be-
cause of lower realized investment gains and smaller
benefits from tax loss carryforwards.

"While we achieved extremely good, in fact, record
earnings from operations in 1987, the effect of the
1987 escalation of health care costs, continuing invest-
ments and losses in HMOs and a more competitive
property and casualty environment will constrain 1988
earnings," said Robert D. Kilpatrick, CIGNA's chair-
man and chief executive officer.

CIGNA.reported that operating income from its
property and casualty division rose 162.2% to $408.5
million in 1987 from $155.8 million the prior year.
CIGNA's GAAP combined ratio was 105.1% in 1987,

compared with 109.2% in 1986.
However, operating earnings from CIGNA's em-

ployee life and health benefits unit declined 53% to
$80.1 million last year from $170.3 million in 1986.
Operating losses related to prepaid health care plans

Financial briefs

last year totaled $78.7 million compared with a loss of
$16.3 million in 1986.

NAC Re

GREENWICH, Conn.-NAC Re Corp.'s operating
earnings rose 210.2% to $10.5 million in 1987 from $3.4
million the previous year.

The company's net income rose 81% to $11.1 million
last year from $6.1 million in 1986.

NAC Re also reported that net written premium vol-
ume grew 26% to $154.5 million in 1987 from $122.7
million the previous year.

The company's combined ratio improved to 107.8%
last year from 109.9% in 1986.

Fireman's Fund

Fireman's Fund Corp. has increased its regular
quarterly dividend to 12.5 cents pre share of common
stock from 10 cents, payable March 23 to shareholders
of record March 2.

In addition, the insurer's board of directors has au-
thorized the repurchase of up to 6 million common

shares. The company has about 57 million shares out-
standing. Based on the Feb. 24 selling price of $29 per
share, repurchase of the full 6 million shares would
cost the company $174 million.

General Re

STAMFORD, Conn.-General Re Corp.'s board of
directors has authorized a program to repurchase up to
$250 million of its common stock. The purchases will
be made from time to time, depending on market con-
ditions.

"The program is part of our ongoing policy of effec-
tively managing capital to enhance shareholders'
value," said Chairman Ronald E. Ferguson. "The
shareholders' equity and statutory surplus each in-
creased by over $150 million during 1987, even after
taking into account the $300 million share repurchase
program announced in June and substantially com-
pleted by the end of the year.

At year-end 1987, Gen Re's shareholders' equity
stood at $2.56 billion, while surplus totaled just more
than $2 billion.

Gen Re also has declared a quarterly dividend of 30
cents per share of common stock, a 20% increase
over the previous quarterly dividend. The new divi-
dend will be payable March 31 to shareholders of rec-
ord as of March 22. I
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conference in Jacksonville, Fla, sponsored by Errors and Omissions Claims for the Profes- MARCH 13-16 27th Annual Personnel Work- May 18-20 in Denver, Sept 26-28 in New York
the Florida Assn of Self-Insurers, $ 175 for sional Insurance Producer, Risk Consultant shop in Miami Beach Fla, sponsored by the City, Dec 5-7 in Charlotte, N C Risk & Insur- APRIL 17-22 2Gth Annual Risk Management
members, $200 for non-members Florida Assn and Staff workshop in Orange, Calif, spon- National Assn of Independert Insurers, $300 for ance Management Society Education Depart- and Employee Benefits conference in Wash-
of Self-Insurers, 123 Live Oak Ave, Daytona sored by the Society of Chartered Property & NAII members, $375 for non-members National ment, 205 E 42nd St, New York, NY 10017, ington, sponsored by the Risk & Insurance Man-Beach, Fla 32014, 904-255-8545 Casualty Underwriters, $130 for Society of Assn of Independent Insurers, 2600 River Road, 212-286-9292 agement Society, full week $695 for members,
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buzy, Md, sponsored by Yaffe & Co Inc, no lor, The Society of CPCU, Kahler Hall, 720 Asbestos Claims conference in London, spon- slum m Bethesda, Md, sponsored by Rohr, Mor- ment, 205 E 42nd St, New York, N Y 10017,
charge Also March 10 in Lancaster, Pa Yaffe Providence Road, CB No 9, Malvern, Pa 19355, sored by the Insurance & Reinsurance Law Irl gan & Cheves Inc, $30 m advance, $35 at the 212-286-9292
&Co Inc,301-332-1166 215-251-2735 ternational, $795 KILwer Law Publishers, 1 door Rohr, Morgan & Cheves Inc, 121 S Alfred

Harlequm Ave, Great West Road, Brentford, St, Alexandna, Va 22314, 703-683-5880 The Datebook w compiled from notices sent to
MARCH 3-4 Seventh Annual Occupational MARCH 10-11. Ninth Annual Petroleum In- Middlesex, TWB 9EW Bus:ness Insurance Notices should be sent at
Health Nursing Principles and Certification surance Conference in Dallas, co-sponsored by MARCH 15-17 Hazardous Materials Man- least etght weeks m advance to Datebook, Bust-
Review Course in Arlington, Va, sponsored Self-Insurance Resource Inc and Professional MARCH 14-16 Issues in Employee Benefits agement conference and exhibition in Rose- ness Insurance, 740 N Rush St , Chicago, Ill
by the Occupational Health Consulting division Development Institute, $495 Professional De- Advanced Course m New York City, sponsored mont, Ill, sponsored by Hazardous Materials 60611-2590 Please include the pnce, d an* of
of Fireman's Fund Risk Management Services velopment Institute, North Texas State Univer- by the American Management Assn Human Re- Management Conference & Exhibition/Central, the meeting and Information on registration for
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Mass Annette B Haag, Director, Occupational 76203-3288, 800-433-5676, 817-565-2483 within members, $800 for non-members Also April three days Tower Conference Management Co, the nght to select meetings of most interest to its
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MARCH 3-5 Business Reorganizations
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MARCH 7-9. Designing a Flexible Benefits Divil justice ... child care ... tort reform... fra flMt ... fire... London ... Zurich ... Monte Carlo.Program workshop m San Francisco, sponsored
by the Amencan Management Assn Human Re- Bermuda ... Yuba County ... bankruptcy ... I taxation ... legislation ... war risk ... dentEsources Division, $745 for AMA members, $850
for non-members, $90 discount if three or more
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20-22 in Washmglon. D C American Manage- :.:Tette,emsn ::.·suot,Z:iS:il;=rcle.:·lir=li::aetrieysii:.hmm:;i
ment Assn ,PO Box 319, Saranac Lake, NY .. reinsurance ... marine ... maternity ... maritim/. Mlmar ... aviation ... politicians ... corporate leader12983, 518-891-0065

MARCH 7-9. International Benefits Confer- .. insurers ... civil justice ... child care ... to ... investment ... fire ... London ... Zurich .

ence in San Francisco, sponsored by the Inter- |onte Carlo... Bermuda .. Yuba County ... barnational Foundation of Employee Benefit Plans, mbing ... taxation ... legislation ... war risk .
$605 for IFEBP members, $680 for non-mem- lental coverage ... terrorism ... asslitialls - gunaammL .JiMOs ... PPOs ... TPAs ... satellites .bers Registration Department, International
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.. employer ... reinsurance ... mariM. nuclear ... aviation ... politicians .
MARCH 7-9. Employee Benefits-Concepts

:orporate leaders ... insurers ... civil justice ... child care ... tort reform... fraud ... investment ... fire .and Planning course m Chicago, sponsored by
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RIMS Education Department, 205 E 42nd St, legislation ... war risk ... dental cover ations ... superbowl ...
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... satellites ... chemical ... 'A 7-"ollution ...agent orange ... liability ..MARCH 7-11. Modern Safety Management

Course in Atlanta, sponsored by the Interna- irug ... asbestos ... employee ... e . marine ... maternity ... maritime ..tional Loss Control Institute, $675 for ILCI

members, $750 for non-members Also March ,uclear ... aviation ... politicians ... cj rs ... civil justice ... child care ... tor
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Control Institute, Highway 78, P O Box 345,
Ikganville, Ga 30249, 404-466-2208

MARCH 8.401(k) Plan workshop in San Fran-
cisco and Los Angeles, sponsored by the Na-
tional Institute of Pension Administratom, $75
for members, $95 for non-members Also
March 9 in Irvine, Calif National Institute of

Pension Administrators, 714-731-3524 4 Bud:::MARCH 8.23rd Annual All-Industry Day i V Cdfud
Conference "New Directions" in Seattle,

;sUoreuyatcheeMWr e
of Cfwn

fore Feb 28, $55 at door Tom Scherting, The

Boeing Co, PO Box 3707, MS 13-57, Seattle,
Wash 98124-2207, 206-223-4900

MARCH 8-9. Buying and Selling Reinsur- Need the facts fast? Order Bl's Editorial Index now.
ance in Today's Marketplace conference in
New York City, sponsored by Executive Enter-
pnses Inc, $895, $795 for each additional regis- Find crucial facts to guide you in your decision making quickly and easily. · all news reports and feature art,cles publishedtrant from the same organization Executive
Enterpnses Inc,22 W 2lst St, New York, NY

Uncover the issues Track the trends. Follow the changes and • Indexed alphabetically and chronologically10010-6904, 800-223-0787, 800-831-8333 wlthm
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Let the past point you to the future publication of quarterly reportsLoss Control Service Corp, Long Grove, Ill
60049,312-540-2400
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MARCH 9-11. Ninth Annual Petroleum In-

a wealth of news and information. Let 81's Editorial Index take you there in seconds.surance Conference m Dallas, sponsored by
Professional Development Institute, $495 Pro-
fessional Development Institute, P O Box
13288, Denton, Texas 76203-3288, 800-433-
5676 Business Insurance

a publication ot Crain Communications Inc

MARCH 10. Building Defenses Against Signiture
Errors & Omissions Claims workshop in Or- Business Insurance Editorial Index - 220 East 42nd Street, New York, NY 10017
ange, Calif, sponsored by The Society of Char- Name
tered Property & Casualty Undervmters, $130 Please send me the following Index(es):
for CPCUs, $160 for non-members Also March
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Hall, 720 Providence Road, CB No 9, Malvern, Annual Index (softcover) $100* O 1986 0 1987 tompany
Pa 19355-0709,215-251-2728

Full Index Service at $100* O 1988
AddressMARCH 10. Personal Computer Seminar *Foreign Postage Additional

and Demonstration for the Insurance Indus-
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cago, 330 S Wells St, Suite 202, Chicago, Ill
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River Plate liquidators contest plan
HAMILTON, Bermuda-The former directors of Argentin- 3 oldest colony suffer in the aftermath of independence

ian-owned River Plate Reinsurance Co Ltd have no au- Bermuda briefs "Politicians from all three parties in Bermuda recognize
thority to take the insolvent property/casualty reinsurer out I the importance for tourism and international companies of
of liquidation, its provisional liquidators say in a letter to maintaining political and social stability and I am confident
creditors The speech earlier this month by Quentin Jackson came that this mature view will continue to prevail," he said

Bermuda-based River Plate was wound-up by a Jan 4 less than a month after the Bermuda government won ap- Mr Jackson said that he had deliberately avoided saying
order of the Bermuda Supreme Court However, late last proval to begin exploratory talks with foreign powers on the whether he thought Bermuda should seek independence from
month the company's former directors based in Argentina sub]ect of independence the United Kingdom

wrote to creditors offering them an alternative to liquida- Mr Jackson lS president of Nuclear Mutual Ltd , a primary "That is none of my business," he told the insurance insti-
tion (BI, Feb 1) property and builders risk insurer for U S utility companies, tute meeting "In due course, Bermudians will decide

Under their proposal, the directors intend to take the com- and Nuclear Electric Insurance Ltd, a mutual that writes whether or not to take that step "
pany out of liquidation and pay creditors of the company, liability, excess and replacement power insurance for nuclear Mr Jackson's speech was delivered after Premier John
which has more than $20 million in outstanding liabilities, utilities Swan received a clear parliamentary mandate to begin inde-

10% of liabilities in cash and 40% in promissory notes or Mr Jackson gave what he called his personal view of the pendence fact-finding talks with the governments of Britain,
shares in a Uruguayan-based bank that lS owned by River impact of independence on Bermuda-based international the United States and Canada The premier has repeatedly
Plate companies, a highly controversial topic usually given the insisted that his administration will not take the island in-

However, because of a moratorium placed on all banks by widest possible berth by non-Bermudians working here on dependent unless ltS people favor lt
the Uruguayan government, none of the assets in the bank or government-issued permits But the mandate, which followed a vote in Bermuda's

the goodwill value attached to the bank can be released for The island's attractions as an offshore domicile include House of Assembly, where the ruling United Bermuda Party
eight years geography and climate, communications facilities, standard holds a strong majority, allows him to begin investigative

In a letter sent to River Plate's creditors on Feb 12, joint of living, political stability, tax-free business environment, a talks with the :hree foreign powers
liquidators David Lines and Michael Jordan of Coopers & highly developed service infrastructure, an educated work- The first round of discussions is expected to take place in
Lybrand's Bermuda office point out that the proposal has force and the government's regulatory attitude, Mr Jackson the spring with the British Government's Foreign and Com-
been submitted without the liquidators' approval or au- said monwealth Office in London

thority The only factors that could be affected by Independence -By Roger Scotton
In addition, the use of the company's name and letterhead are Bermuda's political stability, its tax structure and the

by the former directors in writing to creditors "has been way it establishes and enforces regulations, Mr Jackson New financial secretary appointedentirely unauthorized," the joint hquidators say said

Under the Bermuda court appointment, the provisional liq- "As far as taxation and regulations are concerned, Ber- Career civil servant Walwyn Hughes lS the new financial
uidators "are the only persons lawfully empowered to direct muda has all the Independence she needs right now While I secretary of the Bermuda Finance Ministry, a key govern-
the affairs of River Plate and manage the company's assets," am concerned about the potential for government increasing ment post that includes responsibility for supervision of Ber-
the liquidators contend its revenues from international companies, I believe it is muda's insurance industry

"The recent communications dispatched on River Plate's sensitive to the need to contain costs in this area," Mr Jack- Dr Hughes, 56, replaces Jim Brock, who has joined a local
letterhead do not represent proposals from the company but son said bank as personnel manager
rather appear to represent proposals from the company's "I do not believe that the cost to international companies of Dr Hughes is a entomologist who started his civil service
shareholders and former directors," the liquidators' letter doing business in Bermuda will be increased as a result of career in 1954 as a pathologist with the Bermuda Agriculture
continues Bermuda becoming independent," he added and Fisheries Department

Any shareholder proposals should be put forward at the Mr Jackson, who has worked on the island for the past 15 He most recently was permanent secretary to the Environ-
first River Plate creditors' meeting, to be held Tuesday m years, warned that tax and regulatory changes in other Juris- ment Ministry
Bermuda, Mr Lines and Mr Jordan say, adding that "at the dictions pose a far greater threat to Bermuda's international Even though he is a scientist with no financial background,
present time the joint provisional liquidators have 1nsuf- businesses than independence from Britain Dr Hughes lS quick to point out that the last two financial
ficient information available to them concerning the affairs Because tax authorities in the United States and the secretaries-Mr Brock and David Saul-also assumed the

the River Plate to enable them to make any considered com- United Kingdom are paying closer attention to captives, Mr post with no financial background And, he said, what he
ment upon the proposals made to date " Jackson said, "We must expect to get more nasty surprises lacks in financial knowledge 15 offset by his expertise as a

-By Carolyn Aldred like the 1982 Tax Equity and Fiscal Responsibility Act and skilled administrator
the 1986 Tax Reform Act Dr Hughes added that he does not know how long he will

Independence study "Combine this with cyclical insurance markets and dra- stay in the finance post "I don't yet know how many more
matic currency fluctuation and it can be seen that external years I'll have in the civil service, but I think that within the

Independence from Britain will not have a "negative ef- factors will have a far greater effect on our existence than next 12 months I'll have to settle the question of whether
feet" on the political stability of Bermuda, says a British- likely changes in the Bermuda tax and regulatory climate " I'll be spending them in the Finance Ministry," Dr Hughes
born executive of two Bermuda insurers Nor, he argued, will the political stability of Britain's said

UR firm to grow via acquisition
tent to acquire Affordable Health Care Con-

HealthCare COMPARE Corp of Downers
Grove, Ill, last week executed a letter of in- Markets addressing," said Mr Mather "Many sports

groups need insurance custom-designed "
Joan Reed, sports marketing manager, will

cepts Inc , a Sacramento, Calif -based health head the sports facility's office ln Lake
care cost management company Great-West Life Assurance Co of Denver are will restrict is commercial package policy Placid, N Y Lake Placid was chosen for the

Affordable Health Care Concepts is a pri- considering forming a loint venture to mar- bumness, Including the writing of commer- office because lt lS the home of the Winter
vately held company that specializes in the ket group life and health insurance cial multiperil insurance, to concentrate on Olympics Training Center, the spokesman
design and implementation of cost-contain- Under the proposed joint venture workers compensation insurance said

ment strategies It also provides health care • Great West will provide The New En- Orion Group's Regional Operations Divi- Currently, the Lawrence Group's 15 bro-
data collection services gland, parent of New England Mutual Life mon, which had written package policies, kering property/casualty insurance coverage

HealthCare COMPARE, which provides Insurance Co , with a complete range of will now write workers compensation insur- for the U S Yachting & Racing Union, the
utilization review services to self-insured group marketing services including under- ance However, Orion Group's Reinsurance# U S Slow-Pitch Softball Assn, the Cana-
employers, insurers, union trusts, health writing, policy issuance, administration and Special Programs Division will write pack- dian Bob Sleigh and Luge Assn and the
maintenance organizations and third-party claims payment age policies and related coverage for special Commercial Dog Sledders Operating in the
administrators, reported $11 6 million in • Each company, through ltS own sales risks Lake Placid Region
gross revenues in 1987 organization, will continue to independently And, the action will not affect business Steven Black, executive director of the

"The proposed merger reflects HealthCare distribute ltS own group life and health written by Design Professionals Insurance U S Yachting and Racing Union, said, "The
COMPARE's continuing strategy to provide products Co , an Orion unit Lawrence Group lS the first insurance com-
a full range of services to clients nationwide, • The companies will jointly share in the Orion said it lS limiting its commercial pany in the United States that has taken
including more sophisticated data analysis profits and risks of the book of business sold package policy business because of poor the time to get involved with insuring sailing
to document actual cost savings," said Dr by representatives of the The New England profit pro]ections Mounting competition schools "
Robert J Becker, HealthCare Compare's and administered by Great-West under this and high reinsurance costs also contributed In addition, Lawrence placed a portion of
chairman arrangement to the decision, an Orion spokesman com- the coverage for the 1980 Winter Olympics in

"We believe that with the strength of Af- Together, the two life insurance companies mented Lake Placid

fordable's management, the future prospects generate approximately $1 billion in group The business accounted for less than 10% "Over the next five-year period we would
of the company and the potential oppor- insurance revenues, said Kevin P Kavanagh, of Orion Group's net written premium vol- anticipate writing $20 million in premium
tunities created through the proposed president and chief executive officer of ume, the company says All Orion units re- volume in the sports marketing division,"
merger, the combination will create a Great-West ported $405 2 million in net written pre- Mr Mather said
stronger, more competitive company in the He said the Joint venture will enable both miums in 1986 For more information, contact Janet

managed health care industry," Dr Becker companies to lower their operating costs Lawrence, 33 Elk St , Albany, N Y 12207,
added and, in turn, stabilize the financial results of Sports cover market 518-465-0457

The merger is sub}ect to the execution of a their group life and health insurance busl-
definitive merger agreement and the ap- ness The Lawrence Group Inc of Schenectady, Marine/cargo brokerproval of the board of directors of both Af- "It is becoming increasingly important for NY, has launched a new facility dedicated
fordable Health Care Concepts and Health- group insurers with smaller market shares- to brokering sports risks Joel Klenart, former manager of the ma-
Care COMPARE such as The New England-to combine The sports insurance facility will special- rine department at BRI Coverage Corp m

Affordable Health Care Concepts will con- forces," Mr Kavanagh said ize in tailored coverage for athletic associa- New York, has opened his own marine bro-
tinue to be based in Sacramento following "Through this ]oint venture, The New En- tions, a spokesman said, adding that most of kerage firm in Montvale, N J
the merger and will operate under its present gland can maintain its role as a full-service the business will be underwritten by United Klenart & Co specializes in placing retail
management as a HealthCare COMPARE provider in the employee benefits business Community Insurance Co in New York, a and wholesale marine and cargo insurance,
subsidiary on a much more favorable financial basis," sister company according to Mr Klenart

he said Bill Mather, chief marketing officer for the In addition to placing risks with most

Joint venture Lawrence Group, will coordinate all sports ma]or U S insurance companies, Mr Klen-

Comp specialist insurance marketing efforts out of the Al- art has access to a Lloyd's of London line
The New England, a Boston-based diversi- bany, NY, office slip that will provide $10 million in limits

fied financial services organization, and The Farmington, Conn -based Orion Group "It seemed like an area of need no one was Continued on next page



Continued from previous page
for any one shipment and $20 mil-
lion in limits for any one location.

Mr. Klenart said he also can

place up to $20 million in furrier's
coverage in the London market.

Klenart & Co., which started
writing business on Dec. 1, 1987,
has about a dozen accounts on the
books, Mr. Klenart said.

For more information contact

Mr. Klenart, Klenart & Co., 28 W.
Grand Ave., Montvale, N.J. 07645;
201-930-9229.

Administrative pact
The Mutual Life Insurance Co.

of New York (MONY Financial
Services) and Pacific Mutual Life
Insurance Co. have formed Em-

ployee Benefits America Adminis-
trations Co. to handle the adminis-

trative and claims management of
both companies' group insurance
business.

"Our arrangement with Pacific
Mutual is a creative solution to a

problem impacting many com-
panies today: generating favorable
financial performance in an ex-
tremely dynamic and competitive
marketplace," said James A. At-
twood, MONY chairman and presi-
dent.

New dental PPO
Golden West Health Plan of Ca-

marillo, Calif., has developed a
dental preferred provider organi-
zation to serve clients throughout
California.

The provider network, which in-
cludes 350 dentists, began opera-
tions in September 1987, and so far
has 1,000 enrollees.

"I would expected that we would
have 10,000 to 20,000 enrollees
within the next 12 months," said
Karl H. Lehman, executive direc-
tor of Golden West Dental Plan.

The plan is being offered to
health maintenance organizations,
insurance companies, employers
with commercial insurance, self-
insured employers and third-party
adrninistrators.

The PPO's fee schedule repre-
sents a discount from the standard

fees charged by the dentists, Mr.
Lehman explained. However, he
would not specify how large the
discount is. "The PPO offers a very
significant cost savings to the
claims paying organization," he
said.

As an incentive to use the PPO,
employees' copayment is reduced
or their deductible is waived, Mr.
Lehman said. "We prefer to have
the deductible waived, and in most
cases it is," said Mr. Lehman.

For more information contact

Mr. Lehman, Golden West Dental
Plans, 888 W. Ventura Blvd., Ca-
marillo, Calif. 93010; 805-987-
8941; 800-223-8165.

Reinsurance unit

Chase Insurance Holding Corp.,
the parent of Ranger Insurance
Co., has launched a new reinsur-
ance subsidiary in Houston.

Chase Reinsurance Management
Inc. will write up to $1 million in
reinsurance per risk on behalf of
Ranger, according to Dennis R.
Brand, who has been elected senior
vp and chief underwriting officer
of Chase Re. Previously, Mr. Brand
was chief domestic underwriter

with Continental Corp. in New
York.

The company's claim department
will be directed by Philip J. Quirin,
assistant vp. Previously, Mr.
Quirin was head of claims at
rransprotection Service Co., the
claims operation for Vanliner In-
surance Co. in St. Louis.

President Thomas H. Friedberg
said he plans orderly growth. "We
will not seek rapid early growth
through a volume of business,
which may offer more problems
than opportunity," Mr. Friedberg
:aid. "Instead we intend to build a

quality organization by exercising

careful underwriting practices and
sound management. Our purpose is
to provide the insurance industry
with quality reinsurance."

For more information contact

Chase Reinsurance Management
Inc., P.O. Box 2807, Houston,
Texas 77252; 713-622-6500.

Name changes
Patterson & Associates, a

Washington, D.C., agency, has
changed its name to Patterson/
Smith Associates.

Hanna Insurance Manage-
ment Ltd., which was purchased
by Skandia American Group last
October, has changed its name to
Skandia International Risk

Management Ltd.

Mergers/acquisitions
Alternative Health Care Sys-

tems Inc., a managed health care
firm in Naugatuck, Conn., has
signed a letter of intent to acquire
48% of Columbia Management

Co., a Bloomsburg, Pa.-based life
insurance holding company.

G.A. Mavon & Co., a Hinsdale,
Ill.-based agency, has merged the
wholesale insurance division of

O'Malley & MeKay Inc. in Des
Plaines, Ill., into its operations.
Jerry Mavon, president of G.A.
Mavon & Co., said the merger will
increase his company's total writ-
ings by more than 50%.

Hilb, Rogal & Hamilton Co. of
Richmond, Va., the nation's 12th
largest broker, acquired Crawford
& Mitchell Insurance Services

of Dallas. Terms of the acquisition
were not disclosed. The addition of

20 employees brings to 520 the
total number of Hilb, Rogal em-
ployees.

Near North Insurance Agency
Inc. in Chicago, the nation's 32nd
largest broker, acquired Capital
Planning Inc., also of Chicago.
Robert L. Agnone, formerly presi-
dent of Capital Planning, was
named a vp of NNIA.

Royal Insurance of Charlotte,
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N.C., acquired Milbank Insur-
ance Co. of Milbank, S.D. Mil-
bank's $80 million in annual pre-
miums are split between
commercial and personal property/
casualty insurance.

Corroon & Black Corp. of New
York, the nation's sixth-largest
brokerage, acquired W.K.P. Wil-
son & Son Inc. of Mobile, Ala.,
in an exchange of shares. The pur-
chase price was not disclosed. Wil-
son, a retail property/casualty
agency, had revenues of $7.7 mil-
lion in 1986.

New Offices
Caronia Corp. of Long Island,

N.Y., opened four new offices:
• 11811 N. Tatum Blvd., Suite

P195, Phoenix, Ariz. 85028; 602-
953-0105.

• 1275 Market St., Suite 1300,
San Francisco, Calif. 94103-1424;
415-552-1315.

• The Ashland Building, 12700
Shelbyville Road, Suite 5, Louis-

ville, Ky. 40243; 502-245-3043.
• 116 Wilson Pike, Suite 20OB,

Brentwood, Tenn. 37027; 615-371-
8297.

Medical Review Corp. has re-
located to 237 South St., Mor-
ristown, N.J. 07960; 201-267-
2233.

International Technology
Corp. added a new office at 3018
U.S. Highway 301 N., Suite 300,
Tampa, Fla. 33619; 813-622-7174.

Lockwood, Dipple & Green
Inc. opened a new office at 561 Se-
venth Ave., New York, N.Y. 10018;
212-921-5689.

PCS Inc. opened a new regional
headquarters office at 7101 College
Blvd., Suite 730, Overland Park,
Kan. 66210; 913-661-2191.

Environmental Risk Ltd.

opened a branch office at Suite lF,
1187 Main Ave., Clifton, N.J.
07011; 201-772-3332.

The Prudential Insurance Co.

opened a group marketing office at
200 E. Lexington St., Baltimore,
Md. 21202; 301-783-2900. •
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The professional marketplace
RATES AND CLOSING TIME:

Rates: Display class,jied is $92 75 per column inch, mimmum of one mch. Straight class:hed is Closing: Published every Monday Copy must m typewntten form by noon Tuesday, 6
$750 per line, minimum of 5 lines. Count 34 characters per line (indude each space and days preceding publtshing a'ate No verbal phone copy accepted Prepayment required for
punctuation as a character). Additional $15 00 charge for all Wind box ads Only those reponses straight advertisements. Mad ads to Margaret Hiktdo, Classifed Advertising, 740 N Rush
which t into a business size envelope zoll be fowarded Responses are fowarded daily. St Chicago, IL 60611. For more information call 312-649-5340

STRUCTURED SETTLEMENTS CASUALTY INSURANCE RETAIL TRUCK HARVARD AIMES GROUP BUSINESS OPPORTUNITIES HELP WANTED

National company is seeking experienced COMPANY WANTED PRODUCERS Executive Search
claims person with desire to enter the struc- PROGRAM BUSINESS MEDICAL MALPRACTICE
tured settlements field In the Los Angeles To Purchase By Investor Group WANTED Risk Management, Benefits and Brokers and Agents looking for an in- CLAIM MANAGER

area Knowledge and expenence with struc- Thomas Pereira, P.C. Due to program expansion, we Insurance Professionals surance company to support their pro- Immediate opening for person with
tured settlements is beneficial Reply to 30833 Northwestern Hwy. tram or association should contact Box solid claim managerial experience Lo-

Box 2394, Business Insurance are currently seeking expert- 6 Holcomb St PO Box 16006 J134, Business Insurance, 740 Rush St , Gated m Washington, D C Relocation
740 Rush St Suite 202 enced, licensed, retail truck West Haven, CT 06516 Chicao, IL 60611 We are a firm spe- assistance Send resume and salary his-

Chicago, IL 60611-2590 Farmington Hills, Mich. 48018 producers to represent finan- (203) 933-1976 cializing in proram placement. devel- tory to Box 2395, Business Insurance,
opment and confrol

ctally strong Insurance camers 740 Rush St., Chicago, IL 60611-2590

for primary liability, physi-
cal damage and cargo in

WANTED

Senior level Insurance co executive F1I0'-1
most U S States with extensive brokering experience

Please reply to seeks 1 or 2 working partners to form
Actuarial

Box 2356 insurance brokerage or agency firm
Officer based m New York/New Jersey Send

Business Insurance introductory Info to Box 2392, Busi-
Our client, a BEST'S A RATED CORPORATION has retained our 740 Rush St. ness Insurance, 740 Rush St, Chicago, Looking for a

IL 60611-2590

services to secure their Vice President of Reserving Chicago. IL 60611-2590
For a candidate to

The appropriate person will possess their Fellowship (9 Exams Concise MAIL ORDER PHARMACY

considered) and 9+ years of experience with a concentration in Established-Excellent-Reliable
and

fill the Job?
We are expanding and seeking addi-Commercial Lines Reserving tional Rx Mail Order business Seek

To detail the assignment contact EDITOR/WRITER Logical working relationship with TPA's,
Health Plus Administrators, Insurance

Ron Stevens Richard Bnenza, CPC
The John Uner Organization is Approach Agents and other Professionals, servic-

Im
IPR, Inc to ing health plans with prescription ben-

expanding its editorial staff and efits Excellent Premiums and compen-
90 West Street

seeks a dedicated, motivated Risk sation Eager to make deals
Suite 1812 Confidential Reolv Box 2391, Busl-

New York, New York 10006
individual to work on a vanety Management ness insurance, 146 Rush st, Chicago, Advertise in The

IL 60611-2590

212-571-4000
of exciting publishing projects. Recruiting Professional
Excellent written and oral com-

JOINT VENTURE/MERGER

munication skills as well as ex- Fla lic TPA & WC admin exper'd Marketplace
staff, DP system & OTC Public Co de-

perience in the insurance in- sires Joint Venture or Merger Reply to

dustry are a must. CPCU, ARM, LOGIC Bolt 2393, Business Insurance, 740 and reach
Rush St , Chicago, IL 60611-2590

and previous publishing expen- 147,439 Top
NATIONAL INSURANCE OPPORTUNITIES  ence are a plus. Associates, Inc

LOOKING FOR WORKERS COMPENSA-
(partial listings) No phone calls please Send EXECUTIVE SEARCH TION CARRIER (NYC) Please Reply to Professionals!

Aggressive PE EAST COAST BROKER expenencing accelerated growth, is seekng candi Box 2386, Business Insurance, 740
dates with proven commercial sales background You must also have at least two years of resume and writing sample to Rush St, Chicago, It- 60611-2590
sales supervisory/management experience EAST COAST candidates will draw first consid· John Cross CONSULTANTS
erations as will individuals having agency/brokerage backgrounds. Compensation package is The John Uner Organization 170 Broadway
negottable as our client offers extreme flexibility depending on qualifying exfenence NOTICES

This FLORIDA broker is seeking proven producer of commercial P&C business Must be 210 Lincoln Street New York, N Y 10038
able to document sales performance You will be responsible for sales and semice of Boston. MA 02111 (212) 2274000

IN THE CIRCUIT COURT OF COOK
commercial accounts m one of Flonda's fastest growing geographical areas. DIRECT COUNTY, ILLINOIS 12
WRITING SALES personnel will warrant strong considerations with this prestgous client COUNTY DEPARTMENT,
Who will offer a starting base salary m excess of $5OK PLUS BONUS. Please contact us CHANCERY DIVISION

Immediately on this superb sales opportunity IN THE MATTER OF THE Call 312/649-5340
GILBERT - HAFNER & CO.

REHABILITATION OF AMERICAN

Insurance Staffing Consultants TREATY REINSURANCE UNDERWRITER
MUTUAL REINSURANCE COMPANY for details.

NO 88 CH 1595

 6060 N. Central #470, Dallas, TX 75206. (214) 361-9341 / ATLANTA LOCATION NOTICE OF PROPOSED

PLAN OF REHABILITATION
One of the fastest growing international Underwnting Groups, serving TO ALL INSURANCE COMPANIES L  j
the Property & Casualty Commercial Insurance Markets, Is presently WHICH HAVE CEDED REINSUR-

ANCE LIABILITIES TO AMRECO,
seeking an individual to assume a major role in our organization The ALL INSURANCE COMPANIES
successful candidate should have 5-10 years experience of senior WHICH ASSUMED REINSURANCE
level P&C Re,nsurance Underwnting to include Treaty and Excess of

LIABILITIES FROM AMRECO AND

ALL OTHER INTERESTED PARTIES Business Insurance
Loss Experience Any knowledge of the London markets would be of PLEASE TAKE NOTICE, that on Feb-
particular interest in that we are directly related to the U K Insurance ruary 22, 1988 AMERICAN MUTUAL

NATIONAL
REINSURANCE COMPANY

markets This is a rare opportunity for the knowledgeable treaty pro- ("Amreco") was placed into Rehabili-
fessional to join an organization on the move that also has established tation by Order of the Honorable Circulation
financial backing Outstanding open ended compensation package Harold Siegan, Judge of the Circuit

Health Care MARKETING
Court of Cook County, Illinois John E

with excellent growth potential For immediate consideration, please Washburn, Director of Insurance of the
Management it s contact tri confidence, State of Illinois, is the statutory and Breakdown*

Ms. Peggy Curry
court affirmed Rehabilitator of the

an area that

demands break- DIRECrOR
Company

International Underwrittng Association TAKE FURTHER NOTICE, that on

Four Executive Park Drive, Suite 2314 February 22, 1988 the Rehabilitator has
throughs to control prepared and filed a Plan of Rehabili Commercial Consumers
the constantly escalatmg costs that threaten the Atlanta. Georgia 30329 tation as and to Amreco This Plan,

404/237-2783 inter alia, contemplates the modifica-financial health of both businesses and individuals
tion of Amreco's net retained habili- Administrative

That's why our products and services have become ties, as defined in the Plan, and the
payment of such modified habilities in CEO's Presidents and Owners 2.779so successful and why we can provide an excep- three or more installments, contem- Vice-Presidents. General Managers

tionally rewarding environment for the technical plates the continued payment by
and Other Administrative Personnel

breakthroughs you can create Amreco's solvent reinsurers of their re-

spective share of Amreco's liabilities to 3,155

Amreco's pool related cedants m the Financial

Working m close coordination with our Analytic Ser-
V/p - RISK

form of special dividends, and contem-

vices Division, you will develop business. marketing MANAGEMENT
plates a moratorium upon the payment Chief Financial Officers and Vice-
of claims by Amreco until further presidents of Finance 2,732

and sales plans for the company's Analytic Products Order of the Supervising Judge of the
rehabilitation proceedings of AmrecoSpecific responsibilities include identtfying market-

Secretaries, Treasurers, controllers

place needs, product refinements, defining the CONSULTANT in the Circuit Court of Cook County, and other Financial Personnel 5,585
Illinois

TAKE FURTHER NOTICE, that the Risk/Employee Benefits
budgetary, legal and marketing requirements of the Our client, a large regional Maryland based accounting and bus,- Rehabilitator has requested a heannij Vice-presidents, directors, manag
business plan, as well as developing standard pro-

ness consulting firm, is seeking a Risk Management professional upon, and approval of, the aforesaid ers, and other related department
posals, contracts and collaterals, and participating m Plan of Rehabilitation by the Honor-

to undertake the development of a risk management consulting able Harold Siegan who has set such personnel of Insurance. risk, em
the sale of the analytic product hearing to be held March 24, 1988 com- ployee benefits, personnel, com-practice within their established organization In addition to respond- mencing at the hour of 2 00 pm in

Room 2206, Richard J Daley Center, pensation, pension. safety, security,
A Bachelor's/Master's degree m Business Admints- ing to consulting inquines genented from the substantial account- Chicago, Illinois industrial relations, human re-
tration, Public Health, Health Policy or related field ing client base, the successful individual will coordinate marketing TAKE FURTHER NOTICE, that any

sources and employee/labor rela-
with 5+ years' experience m health care data analysis oblections you may have concerning the

efforts aimed at developing a risk management consulting pnctice Plan must be submitted to couns€T for lions 10,021

and/or analytic product development required In- the Rehabilitator in writing on or be- Sub-total 24,272
depth knowledge of the health care marketplace and Your track record should include at least 7-10 years of hands-on fore March 18, 1988 at the below ad-

dress Associations 481

excellent communication and interpersonal skills are corponte risk management expenence A background in consult- Questions concerning the Plan may be Government. Unions and Educa-
a must ing would be a plus This position requires excellent written and referred to any of the following tional Institutions 972

Roy J Hammond, Chief Executive Offi-
oral communication skills and progress toward CPCU. ARM or CIC cer, American Mutual Reinsurance Commercial Consumers

We offer excellent starting salary and company bene- Company, In Rehabilitation, Tele-
designations Sub-total 25.725

fits, in an exciting environment. Please send resume phone (312) 963-2580
Donald Mrozek, Esq , Hinshaw, Cut- Insurance Agents and Brokers 10,697

with salary history to: Employment Manageii The We will structure a very attractive salary, benefits and relocation bertson, Moelmann, Hoban & Fuller, Insurance Companies 7,644

Health Data Institute, 20 Magutre Road, Laington, package for the right person Please send your resume, outlining Counsel to Amreco, Telephone (312)
630-3230 Actuaries, Attorneys, Adjusters Ap-

MA 02173. An Equal Oppominity Employer your accomplishments, in confidence to Ken Smith, Deputy Director of Insur- praisers and Consultants 4,311
ance, Illinois Department of Insurance, Others Allied to the Field 1,982

BOX 2390 Telephone (217) 785-1791
Garry L Smith, Esq, Counsel for the TOTAL 50,059

BUSINESS INSURANCE Rehabilitator, 446 E Ontario Street,   Source Business/Occupational
The Health Data Institute Suite 700, Chicago, Illinois 60611, Tele-

740 Rush Street phone (312) 915-4700, Telefax (312) breakdown of qualified circulation,
915-4727 Nov 30,1987 issue, as submitted to

Chicago, IL 6061 1-2590 John E Washburn, Director of

8/xtef A Ibrtune 100 Company BPA for Dec 1987 BPA PublishersInsurance of the State of Illinois as
Rehabilitator of American Mutual Statement

Remsurance Company
By Frank J Csar
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California initiatives auto cases It also would impose one-year rate regulation could inhibit business, it was senfield of Access to Justice
suspensions of driver licenses for minors the insurers themselves that sparked the re- "I've heard indications insurers are willing

Cont;nued from page 1 convicted of drunk driving form campaigns through practices such as to sit down, but I haven't heard any indica-
liability for non-economic damages (BI, June • The Motor Vehicle Insurance Rate Re- charging rates based on ZIP codes, Mr Ro- tion they are willing to bite the bullet" and
9, 1986) duction Initiative, submitted by Assembly- senfield said "They know the free reign is agree to significant reform, he said

The no-fault initiative represents a defen- man Richard Polanco, D-Los Angeles, would over I think that's the issue," he said But the insurers say the problem lS caused
sive position by the insurance ind /stry, slash auto insurance rates in half and li- The prospect of rate restrictions on com- by the trial lawyers association, which ref-
which feels under attack on the price issue, mit non-economic damages in lawsuits in- mercial lines already has sent a chill through uses to negotiate measures to reduce the
said Henry Bachrach, risk manager for the volving auto accidents to 25% of losses for Callfornia brokers and insurers amount of claims paid by the industry, said
County of Los Angeles and legislative direc- bodily lnJury unless the accident-related in- "We're concerned about availability" of George Tye, executive director of the Assn
tor for the Los Angeles Chapter of the Risk & ]ury is serious and permanent coverage if voters approve rate controls, said of California Insurance Companies
Insurance Management Society • The Burton Initiative sponsored by Los Richard Cowan, vp of Fred S James Co of Mr Tye characterized the Access to Justice

The initiative would cut auto insurance Angeles resident Adam Burton would give California "If insurance companies believe initiative as "irrational, irresponsible" in its
premiums an average of 20% as the result of the Insurance Department authority to regu- they can't get a reasonable rate, they won't broad approach to rate cutting The con-
a new no-fault system It also would limit late auto insurance rates It also would roll write a particular line," he said sumer group has not listened to the insurers
attorney fees to 33% of the first $50,000 of an rates back to July 1987 levels and prohibit The Agents and Brokers Legislative Coun- pleas for a balanced program of rate and cost
award, 25% of the next $50,000 and 15% on insurers from charging rates based on where cil, representing several industry groups, control measures, he said "They don't seem
amounts more than $100,000 policyholders live Mr Burton also proposes finds serious problems with nearly all of the to be amenable to any logic or fact They

"The whole issue comes down to the mdus- the insurance commissioner be elected and proposed initiatives unless they include pro- have refused to meet with us "
try wants to find the lesser hit that lt knows that insurers be sub]ect to state antitrust visions to limit liabilities and other costs Risk managers contacted by Business In-
is coming," Mr Bachrach said laws along with rates, Mr Cowan said surance said they were monitoring the insur-

An initiative sponsored by Access to Jus- • The Insurance Consumers Action Net- "Without a trade-off, we believe there will ance reform developments, but generally
tice, a Santa Monica-based consumer group, work plan would mandate a minimum 20% be a problem with availability," he said were not taking sides
would be the most hard-hitting The initia- discount for drivers with good records and While insurers have not yet indicated that While Richard H Dyer, risk manager for
tive, dubbed "Voter Revolt to Cut Insurance roll back personal auto rates to 20% below they are ready to pull out of the California Lawrence Livermore National Laboratories
Rates," calls for rolling back property/ca- January 1988 levels It also would require market if rate limits are imposed, "it would in Livermore, Calif, and president of the
sualty insurance rates for one year to 20% prior approval for rate changes that exceed not surprise me that ln time we would see Golden Gate Chapter of RIMS, acknow-
below November 1987 levels However, the 7 5% for personal lines and 15% for commer- some have to," said Mr Beck of the NAII ledged a need for auto rates in California to
initiative does include an emergency provi- cial lines The initiative also calls for repeal "Prudent managers" at insurance com- be ad]usted, he was skeptical of any positive
sion allowing earlier rate hikes if the insurer of insurance company exemptions from state panies will look closely at where they invest outcome from the elective process
can prove serious financial hardship After antitrust laws their surplus when confronted with rate lim- The Access to Justice initiative particu-
the rollback, insurers would be subiect to a • The Consumers Union Initiative also itations, said Gerald Isom, president and larly seems to raise more questions than lt
modified pnor approval system would remove insurers' antitrust exemptions chief executive officer of Transamerica In- answers, he said "I doubt whether Ralph

For example, commercial lines rate in- and create a state-administered automobile surance Group in San Francisco Nader has the interest of the consumers at
creases or reductions of more than 15% liability insurance program financed by fees That could mean some Californians will heart "
would have to be approved by the Insurance collected with vehicle registrations find they cannot purchase some lines of in- D Michael Enfield, managing director of
Department Personal lines rate adjustments However, the group has not received the surance, he said "It becomes an availability broker Marsh & McLennan Inc in San Fran-
of more than 7% also would be subject to financial help needed to launch a statewide issue then, rather than an affordability cisco, said the issue of insurance reform has
prior approval campaign and may withdraw its petition, issue " grown beyond reasonable bounds and threa-

Currently, California is one of 14 states said Nettie Hoge, a Consumers Union staff "It's rather unfortunate" that some of the tens to create conditions that may not be ac-
that formally sanction open rating Prop- attorney Consumers Union may give its sup- initiatives appear to help consumers by ceptable to the insurers and, ultimately, the
erty/casualty insurers were barred from port to another initiative, she said lowering rates initially, but "in the end the consumers
using advisory rates from rating organiza- Supporters of the Access to Justice initia- consumer will be worse off," he said "I favor reform of insurance, but this is not
tions on Jan 1, 1987, under a directive issued tive, which has been endorsed by consumer Mr Isom said the end of antitrust exemp- reform It's revolution without purpose or
by Insurance Commissioner Roxani M Gille- advocate Ralph Nader, say it may emerge as tions, proposed by four of the initiatives, form," he said
spie The Insurance Services Office can pro- the ma]or challenger of initiatives sponsored would prohibit the industry's collective ef- The intent of several initiatives apparently
vide only loss cost information in California by industry, attorneys' and other groups fort to gather loss information Small insur- is to control prices without acknowledging
(BI, Oct 26,1987, June 29,1987) Despite the group's meager financial ers could be particularly hurt if they lack the sensitive balance between price and

The initiative also eliminates insurer ex- backing compared with business-supported sufficient data to formulate rates, he said costs, he said "There's nothing the law can
emptions from state antitrust and consumer efforts, Access to Justice may play a role The California insurance reform move- do about the law of supply and demand "
protection laws and allows state-chartered through November, said Harvey Rosenfield, ment has been gaining momentum since No- Mr Enfield said he has not seen an initia-
banks to enter the insurance business the group's executive director vember when legislative debate stalled over tive among the current crop that he could

In addition, the measure would transform "I don't have any doubt about winning," a proposal to institute a "flex rating" system support All are "fatally flawed" in some
the insurance commissioner's position, now Mr Rosenfield said He said the initiative for all lines of property/casualty insurance way, he said, adding that only the initiative
an appointed post, into an elected lob has received "unprecedented" public re- Representatives of insurance companies, sponsored by state Assemblyman Polanco

Besides the insurance industry and Access sponse, but declined to say how many signa- lawyers and consumer groups held discus- makes an effort to limit potential losses
to Justice proposals, petitions are circulating tures the group has gathered sions through much of last year, but talks while cutting automobile insurance rates
:upporting the following ballot initiatives Sponsors of each petition must submit at broke down when insurers could not decide The entire initiative process is "counter-

• The Good Driver Rate Reduction Initia- least 372,128 valid signatures of registered which reforms they could live with, said Wil productive" and could have been avoided lf
tive, sponsored by the California Trial Law- voters for the initiatives to appear on the Glennon, legal analyst for the California state lawmakers had dealt directly with the
yers Assn , would cut premiums 25% for Nov 8 ballot Deadlines to gather signatures Trial Lawyers Assn issue, he added "I don't blame the people for
'good drivers" on Oct 31, 1988 vary from late April to May, depending on The chances of the differences being re- crummy laws I blame the Legislature for
The initiative would ban no-fault auto in- when each petition was filed with the state solved by the time the Legislature ad]ourns forcing a bad process on the taxpayers of

surance and prohibit limits on lawyer fees in Although industry representatives say that in June are "highly unlikely," said Mr Ro- California " .

NEW YORK-Contributions this year to the Robert S As a result of the 5K RIMS Run and other fund-raising International Group Inc , the Atlanta Chapter of RIMS, Bust-
Spencer Memorial Foundation scholarship program total efforts, the Spencer Foundation will award $2,500 general ness Insurance, and Fred S James & Co Inc
$64,000 as of Feb 23, announced foundation President Anita fund scholarships this year to five of the 31 students that 0 Benefactors that have contributed $2,500 to $4,999
Benedetti submitted applications The awards will be announced dur- Hartford Steam Boiler Inspection & Insurance Co , Johnson

And, a substantial contribution by Marsh & MeLennan ing the Sunday night "Beach Party" that will kick off RIMS' & Higgins, Liberty Mutual Insurance Group, the Minnesota
Cos Inc prompted the creation of a new "Golden Circle" April 17-22 "Capital Conference " Pledges and donations to Chapter of RIMS, and the Washington Chapter of RIMS -
contributor category for donors of gifts larger than $12,000, the Spencer Foundation will be accepted during the fund- • Patrons that have contributed $1,000 to $2,499 ARM
she added Previously, the largest contributor category was raiser, which will feature boardwalk games and beach party Group Inc, CIGNA Special Risk Facilities, GAB Business
that of "Sponsor" for those that donated $5,000 or more music Services Inc, Information Inc, the Rocky Mountain Chapter

The Spencer Foundation coffers will be filled even further Last year, the foundation awarded seven $1,250 scholar- of RIMS, the South Florida Chapter of RIMS, C J Spivey
with the proceeds from the Second Annual SK RIMS Run ships from a field of 25 applicants Associates Inc , Crawford & Co , the New York Chapter of
slated for Wednesday, April 20 The 5-kilometer race will be The scholarships are larger this year thanks to the growing RIMS, and H S Weavers (Underwriting) Agencies Ltd
held in Washington, DC, during the 26th Annual Risk Man- size of the fund, which is invested in certificates of deposit, Contributors of $250 to $999 American Greetings Corp,
agement and Employee Benefits Conference sponsored by the Ms Benedetti explained The size and number of scholar- Donald T Browne, CONTEL Corp , CUNA Mutual Insurance
Risk & Insurance Management Society EInc ships are determined annually based on the interest ac- Group Charitable Foundation Inc, the Dallas-Fort Worth

The race, which is sponsored and financed by Frank B Hall crued to the principal in the foundation's account, she said Chapter of RIMS, General Reinsurance Corp, Hausman
& Co Inc, was introduced at last year's RIMS conference in The foundation's fund balance stood at $278,000 as of Belding Foundation, the Houston Chapter of RIMS, Peat
Las Vegas year-end 1987, up from the $208,000 at year-end 1986 Marwick Main & Co, Michael L Smith, the St Louis Chap-

This year, however, the competition will be limited to inch- "We also want to give a substantial contribution to these ter of RIMS, Towers, Perrin, Forster & Crosby Inc , the West-
vidual runners The organizers decided to drop the team students," Ms Benedetti pointed out "It's a bigger impact to ern Michigan Chapter of RIMS, and Industrial Risk Insurers
competition, which included three to five runners each, be- give a $2,500 contribution than a $1,250 contribution " Friends of the foundation that have contributed $100 to
cause too few teams registered in certain categories and "it Eventually, the foundation would like to award even larger $249 include Reginald E Beane, Anita Benedetti, Arthur P
lust got overly complicated," according to Ms Benedetti scholarships "By 1993, our goal is to give out 10 $10,000 Bostwick, Norman B Chanzis, Jerome N Clauser, Collins-

Registration fees for Individuals participating in the race scholarships," Ms Benedetti said worth-Alter & Associates Inc , the Florida Central Chapter of
are $20, payable by mail or when registering at the RIMS The Spencer Foundation was established in 1979 by the RIMS, Michael F Grace, P Richard Hackenburg, Cheri J
conference Atlanta Chapter of RIMS in honor of Robert S Spencer, an Hawkins, John Robert James, Ron Judd, Edith Lichota,

The race, which begins at 7am, will be held in Rock Creek exemplary risk manager and former RIMS president, to assist Alfred Malecki, Michael B Maliavsky, James C Newton Jr ,
Park All Individuals who participate will receive race T- students of risk management, insurance and employee bene- Siemens Corporate Research & Support Inc , James W
shirts In addition, awards will be given to the fastest male fits Smirles, Dick Smith, Safety Services of America Inc , South
and female finishers-in both the under-40 and over-40 age In addition to the general fund scholarships, eight RIMS Central Bell, United Banks of Colorado Inc , and Anne
groups-in each of the following categories· chapters will participate in the matching funds scholarship M Zug

• Risk management program this year, which means eight scholarships will be In addition to the larger contributors, the foundation
0 Insurance company/reinsurance company awarded in addition to the general fund grants gratefully acknowledges the many individuals who contri-
• Broker/consultant The RIMS chapters participating in the matching fund buted gifts in amounts less than $100
• Service company/exhibitor program include Atlanta, the Carolinas, Cleveland-Akron, "Contributors of any amount are welcome," Ms Benedetti
• Spouse of conference registrant Minnesota, New York, Northeastern Illinois, Rocky Mountain stressed
• Overall fastest male and female participant and South Florida. For more information about the Robert S Spencer Memo-
The overall fastest male and female runners will be an- In addition to Marsh & McLennan, other major contribu- mal Foundation Inc, call the Risk & Insurance Management

nounced during the RIMS conference luncheon on the day of tors to the Spencer Foundation this year include Society Inc at 212-286-9292 Questions also can be ad-
the race • Sponsors that have donated $5,000 to $11,999 American dressed at the RIMS booth during the conference .
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Property insurers to rewo rd pollution exclusion
By CAROLYN ALDRED ning or an explosion eliminate any possible inconsistencies in interpretation," he

In addition, the costs of cleanup operations ordered by fed- maintained
LONDON-Lloyd's of London non-marine underwriters eral or local authorities, such as the Environmental Protec- In addition, underwriters, concerned about recent pollu-

plan to tighten the wording of the pollution exclusion en- tion Agency, are excluded under the endorsement tion spills outside the United States and fearful of court in-

dorsement contained in property msurance pollcies written However, many underwriters now believe the exclusion terpretations of non-U S policies, are redrafting the word-
for U S buyers because of massive pollution claims filed in needs further clarification, partly because of the increasing ings of non-U S property insurance policies
U S courts against property insurers number of pollution liability claims filed against property For instance, the Assn of British Insurers lS introducing

Property underwriters hope the reworded exclusion will insurers pollution exclusion clauses for industrial and commercial
make clear to U S courts the exact risk the underwriters Also, some brokers claim that they and policyholders find property insurance policies in the United Kingdom
intend to cover and, thus, prevent the courts from extending the wording of the exclusion ambiguous "It has been found necessary to revise certain policy word-
coverage to policyholders that underwriters never intended "The London market is very nervous, and underwriters are ings in view of doubts which have arisen as to insurers' in-
to provide anxious to eliminate any ambiguities in the existing form, tentions regarding pollution or contamination," said a state-

However, the reworded exclusion is meant only as a elam- which has not been tested in court yet," said one Lloyd's ment accompanying the new clauses
fication and will not restrict the scope of coverage for pollu- broker who did not wish to be named The recommended policy language, circulated to member
tion incidents that Lloyd's underwriters provide under prop- "The problem is trying to define a wording that gives the companies late last month, specifically excludes coverage for
erty policies, underwriters say cover intended by insurers without creating ambiguities," damage to commercial and industrial property by pollution

In addition, the Assn of British Insurers, which represents said Lloyd's property underwnter John W Pryke, who un- or contamination except when the damage lS caused by pol-
non-Lloyd's underwriters, is introducing a pollution exclu- derwrites for syndicates managed by Cuthbert Heath Under- lution or contamination resulting from an insured peril, such
sion endorsement to U K property policies to clarify insur- writing Ltd as fire, lightning or an explosion
ers' coverage intentions "We are not trying to take away cover that has always The new clauses also exclude the cost for cleaning up de-

Lloyd's and other London property underwriters are traditionally been given in the London market We are trying bris on a third party's property, except for the cost of cleanup
among the mass of property and casualty insurers being sued to clarify what the cover is and always has been," Mr Pryke at the site of property adjacent to damaged insured property
by several U S businesses-including Westinghouse Electric explained Although underwriters say commercial property insurance

Corp and United Technologies Corp -for the defense and Lloyd's lS still in the process of redrafting the exclusion, policies were never intended to provide gradual or third-
indemnification of massive hazardous waste claims pending the final version of which probably will not be ready for a party pollution coverage and decontamination costs, U S
against the companies (BI, Feb 1, June 15, 1987) few months, according to Lloyd's underwriter Bob Edwards, court decisions and recent environmental disasters have

The Lloyd's property insurance seepage, pollution and con- who lS chairman of the NMA committee responsible for alerted British insurers to the possibility of pollution liabil-
tamination exclusion endorsement, known as the NMA 1999, redrafting the exclusion ity claims being filed under property insurance policies, said
was first drafted by Lloyd's Non-Marine Assn two years ago Meanwhile, the redrafting is creating considerable contro- Ron Hazell, secretary of the ABI's property committee
to, among other things, make it clear that property insurance versy in the London market, sources say The ABI wordings are recommended for use by member
policies are not intended to cover third-party seepage and For example, some underwriters fear that changing the companies for all British commercial and industrial property
pollution cleanup costs, underwriters say wording may make the original wording more vulnerable to risks, Mr Hazell said

The endorsement, which is included in Canadian as well as wide interpretation by U S courts According to an explanation of the clauses sent to member

U S property policies, excludes coverage for seepage and In addition, some brokers fear that a revised endorsement companies, "considerable concern has arisen over the extent
pollution or contamination cleanup costs other than the cost may restrict coverage of property insurers' liability to pay for damage caused by
of first-party property damage and debris removal from the But Mr Edwards emphasized the reworded pollution ex- seepage, pollution or contamination and the costs of cleanup
insured property if caused by an insured peril like fire, light- clusion will not restrict coverage "We are only trying to or decontamination of the environment "

TMIC liquidation sought
Continued from page 3 However, Mr Wade stressed that the $254 anticipate any impact," said a spokesman on gage, a Citicorp unit, said that about 1% of
in turn caused lenders to declare $485 mil- million figure is only an estimate the proposed TMIC liquidation Citicorp Mortgage's 500,000 loans are in-

lion in home mortgages insured by TMIC in TMIC's troubles surfaced with the collapse • Buffalo, N Y -based Empire of America sured by TMIC He would not provide any
default These mortgages involved properties of EPIC EPIC had sold tax shelters to about Empire loans to EPIC totaled between $25 details on its exposure in the event of TMIC's
sold by the now defunct real estate syndi- 10,000 doctors, lawyers and others through and $30 million "We're fully reserved," said liquidation
cator Equity Programs Investment Corp , a 352 partnerships that bought about 22,000 Myles Hannon, executive vp Citicorp Mortgage does not use insurance
subsidiary of Community State Savings & homes, many in the Southwest Some observers believe a TMIC liquidation any more on the bulk of its new loans, he
Loan Assn of Bethesda, Md EPIC's collapse But with the collapse of oil prices and the would not have a ma]or impact on the mort- pointed out Instead, lt charges a slightly
in April 1985 is blamed for TMIC's demise domino effect on the rest of the economy, the gage or mortgage-backed securities market higher rate to compensate for the risk of

(BI, Sept 2, 1985) $14 billion in mortgages on the properties The Federal Home Loan Bank Board, default

TMIC insured about 20%, or $95 million, of could not be repaid, and the partnerships which regulates mortgages, stipulates mort- J Robert Taylor, an attorney with North

the principal amount of the EPIC loans filed for bankruptcy in August 1985 gage loans must be insured if the down pay- American Mortgage Co in Houston, said the
In all, TMIC, which was a major mortgage , Under a workout plan agreed to in April ment on the loan is 10% or less impact of TMIC's liquidation will vary de-

insurer before the EPIC collapse, insured 1986 by the EPIC mortgage insurers and the However, a board spokeswoman said in at pending on the size of the institution A large
23% of $16 billion in loans, or a total of $3 7 lenders who had purchased the insurance, least some cases, mortgage holders have re- institution with $1 billion in assets will be
billion, according to California Deputy At- EPIC's lenders agreed to accept reduced in- paid at least 10% of their principal, elimin- more readily able to absorb any losses than
torney General Mark Richelson terest rates on their loans if their mortgage ating the need for mortgage insurance a smaller one, he said

TMIC's 2-year-old rehabilitation effort insurers continued to make payments on the Lending institutions also could find re- North American had obtained insurance

failed because good risks found other insur- insurance policies they had issued placement insurance for the loans that still from TMIC in connection with its mortgage
ers, leaving TMIC only with poor risks, ac- Under the arrangement, many of the prop- must be insured, she said loans, then sold the loans in the secondary

cording to liquidation papers filed by the erties were rented out by management firm The Fannie Mae spokesman said the "vast market As a result, "we are not directly inn-
California Insurance Department Skyline Financial Services Corp in Falls majority" of its conventional mortgage loans pacted financially by the failure," Mr Tay-

The papers state that New York-based Church, Va, and the rent payments were are being paid as scheduled He added that lor said - *---- --Il

TPF&C, a division of Towers, Perrln, Forster turned over to the lenders The insurers paid slightly more than 2% of its conventional However, he 4 added that his firm was un-
& Crosby, reviewed the status of the rehabil- the lenders the difference between the rents loans covered by insurance were foreclosed happy "from a corporate standpoint" that lt
itation plan as of Dec 31, 1986, and found a and mortgage payments the lenders were in 1987, resulting in insurance claims had arranged insurance with an insurer than

"dramatic change in the figures from their owed "We are working on a number of ways to can't pay now

assumptions a year earlier While their Also, some of the properties were sold see what we can do to keep the insurance in TMIC's liquidation will have a particular

prolections on the losses were about the But the agreement with TMIC was termin- effect," said the spokesman He said these impact on savings and loans that issued
same, their original prolections on future ated in January after California Insurance plans could include saving TMIC from liqui- mortgages in Texas, where there have been
premium income were drastically lowered " Commissioner Roxani M Gillespie ordered dation, "but not necessarily - many defaults, according to Michael J

The lapse rate on renewals exceeded ear- all TMIC claims payments to be stopped in A Federal Home Loan Mortgage Corp White, an attorney with Leff Thornton Katz
her projections "It appears that the 'good light its deteriorating financial condition spokeswoman said Freddie Mac is Still in the Rees & Mocciaro in Los Angeles, who has
risks' were able to obtain mortgage insur- Ms Gillespie's order led the lenders to de- process of gathering information on how two clients that were insured by TMIC
ance elsewhere," court papers say clare 6,600 TMIC-insured mortgages in de- much of its mortgages were insured by Savings and loans as well as insurers that

The improved economy in 1986 and 1987, fault TMIC She noted, though, that Freddie Mac keep TMIC's heavy involvement in EPIC in
plus falling interest rates, also permitted Two other primary mortgage insurers that is one of the "bigger players" in the second- mind "are less likely to put all their eggs in
borrowers to refinance their loans at lower insured the mortgages the lenders issued ary market, and ltS charter requires mort- one basket again" as a result of the mortgage
rates, and mortgage holders either no longer EPIC are still paying Milwaukee-based gage insurance if a down payment is less insurer's problems, predicted David Hoch-
needed mortgage insurance or they found the MGIC Investment Corp and Republic Mort- than 20% stim, an analyst for Shearson Lehman Hut-

coverage elsewhere "The bad risks stayed gage Insurance Co, a unit of Old Republic Tom Gillis, senior vp at New York-based ton in San Francisco

with TMIC," the court papers say International Corp of Chicago Standard & Poor's Corp, who analyzes pri- In addition, Ticor faces a suit filed by the
At the same time, "oil states such as Texas, Mr Janken said it is unclear how much of vately issued mortgage-backed securities, First National Bank of Maryland, a unit of

Oklahoma and Alaska, continued to suffer the $95 million in estimated losses stemming said the impact of TMIC's financial problems First Maryland Bancorp, which is the trustee
economically to the detriment of the com- from the EPIC loans will be recoverable if occurred with the EPIC collapse At that for holders of EPIC securities
pany, with high rates of defaults and fore- either TMIC is hquidated or a new rehabili- time, S&P reviewed any mortgage transac- The suit, filed in federal court in Los An-
closures in evidence," the department's liq- tation plan is approved tions that were dependent on TMIC coverage geles, claims that after EPIC's problems
uidation petition says Among the approximately 100 EPIC and adjusted their ratings accordingly, he emerged, Ticor transferred TMIC's stock

The California Insurance Department re- lenders were said from its Ticor Title unit to the parent com-
tained another actual·ial firm, Pasadena, • Fannie Mae, which had an undeter- Those institutions that are still rated pany to protect the financially healthy Ticor
Calif -based Milliman & Robertson, to up- mined amount of EPIC-related loans, a highly do not need to rely on any payment Title from losses The suit also says funds
date the status of the rehabilitation plan as spokesman said About 15% of its conven- from TMIC, Mr Gillis said. were drained from TMIC to limit its ability

of Oct 1, 1987, after concluding TPF&C's tional mortgage loans in its portfolio and Mr Gillis also noted that many major sav- to pay claims
projections were "overly optimistic " mortgage-backed securities outstanding, or ings and loans institutions don't buy mort- No specific dollar amount lS sought in the

Looking at Just non-EPIC business, M&R about $3 billion, are insured by TMIC gage insurance now, in part because of suit
estimated that written premium income run- • Philadelphia-based Mentor Financial TMIC's financial problems "The suit is totally without foundation,"

off beginning Oct 1, 1987, would be $119 Group A Meritor spokesman said that under In addition, many transactions are being said Erich Everbach, Ticor's general counsel
million, while estimated claims payments a "best guess" estimate is that TMIC owes structured so that mortgage insurance is not "It is also without merit and it will be de-
would be $373 million, leaving an "estimated between $14 million and $16 million on its needed fended vigorously by the Ticor companies "
future cash deficiency of $254 million " $64 million of EPIC loans. S&P has given TMIC Insurance a "C" rat- Mr Everbach said also Ticor had already

When this total is added to the $95 million • CityFed Financial Corp, based in Palm ing for its claims-paying ability and says it inJected $10 million into TMIC as of Dec 31,
in estimated total losses from the EPIC prop- Beach, Fla, which has an exposure of $38 will lower this to a "D" if it is placed in 1986, and that it has agreed to inject another
erties, the possible deficit increases to close million and has established reserves of about liquidation $10 million both this year and next year, a

to $350 million, said Jim Wade, acting presi- 20% of this amount, or about $7 6 million Thomas W January, a mortgage credit an- plan that will not be affected if TMIC is liq-
dent of TMIC while it is in conservation "At the present time, we have no reason to alyst with St Louis-based Citicorp Mort- uidated



Business Insurance, February 29, 1988 / 29

CERA proposal of cleaning up a hazardous waste site is $8 proved system," Mr Thomas said in a speech subrogation rights against the insurers to
million, the range of cleanup costs is wide, to the Connecticut Chapter of the Society of seek defense costs

Cont;nued frompage l said an EPA spokeswoman Chartered Property & Casualty Un- • Alternative dispute resolution tech-on companies that treat, dispose or store In addition, litigation over insurance cov- derwriters earlier this month niques could be used to negotiate settlementshazardous waste erage for government-ordered waste site "If even some percentage of the money between fund participants and claimants
A leading attorney who represents policy- cleanups has been increasing and is expected which iS currently spent on lawyers and the • CERA would operate two funds one to

holders in coverage disputes supports the to continue, according to attorneys for poli- court system is instead funneled to the cover cleanup costs and one to respond to
concept, noting it takes into account some cyholders and insurers (BI, Feb 1) cleanup of dangerous sites bodily injury and property damage claims
potential problems not dealt with in the For example, suits have already been filed and the needs of injured, Polluters that willfully violate federal en-
Wellington Agreement, which established by Shell Oil Co , Westinghouse Electric innocent victims, I will vironmental statutes would not be covered
the Princeton, N J -based Asbestos Claims Corp and United Technologies Corp against
Facility to help resolve the massive asbestos hundreds of property and liability insurers,

consider it a success," he by CERA, even if they are CERA members
said • CERA would seek reimbursement for its

litigation problem (BI, April 9, 1984) whose original policies date back decades : lj- 1 *'ir The amount of money costs to clean up hazardous waste site and to
Insurance industry groups that will com- and involve coverage for many sites in nu- < ,ment on the proposal say it's too early to merous states

policyholders, insurers, indemnify property damage and bodily in-
reinsurers and the federal Jury claimants from non-members of the fa-pass judgment on the idea but say it is worth Because of the massive pollution claims government would con- cility CERA would be able to seek damagesevaluating filed in U S courts against property insur- tribute to CERA "ob- from non-members on a joint and severalHowever, an EPA official who had not ers, Lloyd's of London non-marine un- 5 VIZ viously would be a sticky basis

seen the proposal said the Comprehensive derwriters are planning to tighten the word- Mr. Thomas point" and "would take a In addition to providing for hazardous
Environmental Response, Compensation and ing of the pollution exclusion endorsement great deal of discussion " waste site cleanup costs and victim compen-
Liability Act of 1980, better known as the in U S property insurance policies (see Mr Thomas made the following sugges- sation, Mr Thomas said that CERA would
Superfund Act, already gives the agency suf- story, page 28) tions for CERA's operation fulfill the strict financial responsibility re-ficient resources to clean up hazardous But, by having "a single point for cleanup, • If a policyholder and its insurers partic- quirements of companies that treat, dispose
waste sites property damage and bodily injury claims 1pate in the fund, CERA would reimburse the or store hazardous waste imposed by the

So far, only 23 of the 950 Superfund sites and instituting a procedure for quick and insurer for any legal costs Resource Conservation and Recovery Act of
that the EPA says need immediate attention full payment from polluters, the proposed If a participating policyholder's insurers 1976 and the Hazardous and Solid
have been cleaned up While the average cost CERA program would offer a greatly im- are not fund participants, CERA would have Contznued on next page

Love Canal ruling
Contmued frompage l Occidental and some of its insurers have settled numerous ing from Love Canal after its sale to the local school board In
Love Canal site at a cost of between $26 million and $31 personal injury, wrongful death and property damage claims 1957, the insurer also confirmed that it would cover any lia-
million, he said brought by individuals in the Love Canal area, as well as bilities from the site if the school board sold part of the prop-

However, Occidental has proposed taking over roughly half claims brought by the federal and state governments re- erty to real estate developers, Occidental says
the pro}ect at its own cost, according to Mr Martin-Leff, who lated to two other polluted sites in the Niagara Falls area (BI, Because of these representations, Hartford should be
said the proposal currently is being reviewed Jan 16,1984, Oct 17,1983) barred from denying coverage for Love Canal defense and

The federal government estimates the Love Canal cleanup In its statement, the chemical company also said, "Al- indemnity claims, the suit says
will cost federal and state agencies $250 million to $300 mil- though we believe we are protected by insurance, we intend However, the insurer has breached its policies by failing to
lion further to protect our rights by appealing this extraordinary agree to cover these costs unconditionally, and Occidental

The federal government sued Occidental, the city of Niag- decision " had suffered resulting damages of $15 3 million as of last
ara Falls, Niagara County and the city school board in U S Occidental, however, lS still trying to determine the extent April 7, the suit charges
District Court for the Western Distr-ct of New York in of its insurance coverage in court In addition to allegations related to Love Canal, Occiden-
1979 The suit, amended in 1983, sought to recover $45 mil- Last month, the company was given permission to file an tal's lawsuit also charges that primary and excess insurers
lion spent to relocate families, raze contaminated homes and amended complaint against Hartford and dozens of other pri- have breached coverage agreements at other contaminated
monitor the site The suit also asked that Occidental be re- mary and excess liability insurers in New York State Su- sites in the Niagara Falls area These include
quired to establish a trust account or post a performance preme Court for Niagara County in Niagara Falls • The Hyde Park landfill, where Occidental disposed of
bond of $65 million to cover future costs (BI, Dec 19,1983) The complaint seeks a declaratory judgment that the insur- chemical wastes from 1953 until 1974

Separately, the state of New York and a state agency sued ers must indemnify Occidental for defense costs and ludg- Under a 1982 settlement, Occidental agreed to undertake a
Occidental and the city, county and school board m 1980, ments and settlements connected to pollution at Love Canal containment and cleanup program and to monitor the site for
seeking $665 million in restitution and punitive damages and six other sites in the Niagara Falls area 35 years The chemical company guaranteed $10 million for

New York and the state agency-UDC-Love Canal Inc, In addition to Hartford-Occidental's primary casualty in- construction work at the site and $5 million to cover moni-
created to purchase contaminated homes near the landfill- surer from 1942 to 1973-the suit names Continental Insur- toring and maintenance costs, the suit says
were later made plaintiffs in the federal action ance Co , Highlands Insurance Co , National Union Fire In- Occidental had suffered $8 6 million in damages as of last

The federal and state governments filed a partial summary surance Co of Pittsburgh, Pa , a unit of American April 17 as a result of the primary Insurers' refusal to con-
judgment motion for a ruling that Occidental, as owner or International Group Inc , and Insurance Co of North tribute unconditionally to defense costs related to the site,
operator of the Love Canal landfill, lS strictly liable under America, a CIGNA Corp unit the suit charges Occidental also had suffered damages of
CERCLA for their costs in responding to the pollution disas- Hartford wrote a peak limit of $10 million in primary cov- $176 million as of the same date because nearly all of the
ter Occidental, however, argued that it should be relieved of erage, while Continental wrote a $100,000 primary layer in primary and excess insurers would not unconditionally agree
liability under a provision of CERCLA that exempts cor- policy years between Dec 1, 1973, to May 1, 1976, Highlands to mdemnify the chemical company for the cost of the settle-
porations that can prove pollution damages are caused solely wrote $50,000 in primary coverage in the May 1, 1976 to ment, the suit says
by third parties April 1,1978, and National Union wrote a $1 million primary • The 102nd St landfill, where Occidental disposed of

Occidental contended that the city, county and state caused liability policy in the 1978-1979 policy year chemical wastes from the 1940s until the 1970s Occidental
the contamination by building around the Love Canal site The suit also names about three dozen excess insurers, in- has been sued by the federal government, state of New York
after Occidental deeded the property to the local school cluding Lloyd's of London and other London market un- and several individuals for pollution at the site
board derwriters, several other AIG units and numerous additional Primary insurers have refused to contribute to defense of

Construction of the elementary school, roads, sewers and U S insurers the cases, resulting in losses of $3 6 million for Occidental as
an expressway near the site disturbed the clay cover that In addition to the federal and state actions against Occl- of last April 7, the suit says Nearly all of the primary and
encased the chemical wastes and altered the drainage pattern dental, the chemical company has faced cross-claims from excess insurers have denied any obligation to cover de-
on the site, allowing contaminants to spread 1ntO adlacent the city of Niagara Falls and more than 1,000 personal in]ury fense costs or any judgments or settlements reached m any of
neighborhoods, Occidental argued claims from individuals living m the Love Canal area, the the suits, Occidental charges

Occidental also said it should not be held liable for dis- coverage suit notes • The so-called "S-area landfill," where Occidental dis-
posal or release of pollutants that occurred before CERCLA In January 1985, Occidental settled 1,334 of the Individual posed of wastes from 1947 to 1961 The federal and state
became effective on Dec 11, 1980, or for any governmental claims for about $20 million (BI, Jan 7,1985) An additional governments sued Occidental for cleanup of the site, and a
costs incurred at the site before that date 87 individual claims were settled in July 1987 settlement was reached in 1985

Judge Curtin, however, found Occidental liable for re- The settlements exhausted the primary limits provided by Under the settlement, Occidental agreed to pay the city and
sponse costs both before and after CERCLA's effective date Continental and Highlands as well as low-layer excess limits state a total of $6 1 million and to guarantee $20 million for

"While CERCLA contains no unequivocal statement that written by Argonaut Insurance Co , which reimbursed Occi- cleanup costs and $ 10 million for operational costs connected
its liability provisions apply retroactively, CERCLA's legis- dental for $2 6 million of the $5 9 million the chemical com- with the cleanup
lative history suggests that the statute was enacted as a pany contributed to the settlements, the lawsuit says Primary insurers refused to defend Occidental in the S-
means of compelling the waste disposal Industry to correct About 300 additional individual Love Canal claims are still area litigation, resulting in losses to the chemical company of
its past mistakes and to provide a solution for the dangers pending $54 million as of last April 7 Nearly all of the primary and
posed by inactive, abandoned waste sites," Judge Curtin Primary and excess insurers contributed to these settle- excess insurers have also refused to reimburse Occiden-
wrote ments under reservation of rights, Occidental's lawsuit notes tal for settlement costs, the suit charges

The judge also rejected Occidental's argument that CER- Some of the primary and excess insurers have also contri- • Occidental's Niagara plant site, which the state has sued
CLA's third-party defense should be applied in the case buted to defense costs incurred on the individual and govern- Occidental to clean up Primary insurers have refused to de-

Under CERCLA, such a defense cannot be used when the mental lawsuits stemming from Love Canal, though the m- fend the company, resulting in losses to Occidental of $5 6
third party allegedly responsible for pollution is an em- surers made these contributions while reserving their right to million as of last April 7, and nearly all primary and excess
ployee, agent or party with a direct or indirect contractual deny coverage later, the suit says insurers have denied any obligation to cover defense costs,
relationship with the defendant, the judge noted Occidental charges that the insurers have breached the judgments or settlements, the suit alleges

Occidental's sale of the Love Canal property to the local conditions of their policies by, among other things, failing to • Occidental's North Tonawanda plant, where the com-
school board, and the school board's subsequent transfer of provide an unconditional defense pany disposed of wastes from 1955 until the mid-19705 The
part of the property to the city of Niagara Falls, created such As of April 7, 1987, Occidental had suffered damages of at state also has sued Occidental for cleanup of this site
contractual relationships, he concluded- least $9 4 million as a result of the alleged failure of primary Primary insurers have refused to defend the company,

Occidental "was able to control the acts of these subse- insurers to contribute to defense costs, while the failure of creating losses to Occidental of nearly $4 million, while
quent purchasers because of the nature of ltS relationship numerous excess insurers to contribute had resulted in dam- nearly all primary and excess insurers have denied defense or
with these defendants," Judge Curtin ruled ages of at least $2 7 million, the suit charges indemnity coverage connected with the site, Occidental

The judge added that he would have thrown out the third- Occidental also charges that nearly all of the primary and charges
party defense even if Occidental had no contractual relation- excess insurers have breached their policies by refusing to • The Solvent Chemical plant, formerly owned by the U S
ship with the school board or city unconditionally contribute to settlements and agree to in- government and operated by Occidental under goverment

"It is beyond dispute that (Occidental's) disposal practices demnify Occidental for future ludgments and settlements contract between 1951 and 1953

were at least partially responsible for the release or threa- Hartford, meanwhile, is separately accused of misrepre- In 1983, the state of New York sued Solvent Chemical Co,
tened release of the chemicals from the Love Canal Landfill senting the terms of its coverage ICC Industries Inc and Mader Corp , owners and operators of
during the subsequent years," he wrote Hartford wrote to Occidental in 1942 confirming the ex- the plant since 1972, to clean up contamination at the site,

New York Attorney General Robert Abrams hailed the de- tension of general liability coverage to the Love Canal land- and the three companies filed third-party complaints against
cision as a "resounding defeat" for Occidental, noting that lt fill, and two years later issued an endorsement to Occi(len- Occidental
places the liability for Love Canal "squarely on Occidental's tal's policy continuing coverage for the landfill during its use Primary and excess insurers have refused to cover defense
shoulders, where it so clearly belongs " as a disposal site under license from the Niagara Power & costs and have denied coverage for defense and indemnifica-

In a statement, Occidental said the ruling "contradicts the Development Co , the suit says tion, Occidental charges
resolution of these problems by amicable adjustment reached In 1952, Hartford, through Occidental's broker, Marsh & None of the primary or excess insurers has yet filed an
in other actions involving Occidental Chemical Corp " McLennan Inc , confirmed it would cover any liabilities aris- answer to Occidental's amended complaint .
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Pollution facility that since good data on how well gress has given the agency, ade-
the current pollution liability quate tools to handle cleanups of

Update
Continued from preutous page claims system is working is una- hazardous waste sites
Waste Amendments of 1984 vailable, a fair judgment on Under the Superfund Act, the

Under EPA rules, a company whether an alternative is necessary EPA may order property owners or Hertz, Avis sued over CDWs
that treats or stores hazardous cannot be made users to clean up a hazardous
waste must secure insurance for Insurer groups are eyeing the waste site Alternatively, the EPA Continued from page 2

sudden or accidental environmen- proposal with interest can conduct its own cleanup acti- A Hertz spokeswoman declined to comment because the litigation
tal impairment with limits of at Andre Maisonpierre, president of vities at sites and then sue com- was pending An Avis spokesman also declined to comment

least $ 1 million per occurrence the Reinsurance Assn of America panies to recover the expense of The National Assn of Insurance Commissioners is studying

with a $2 million aggregate in Washington, said he supports the cleanup CDWs and other rental car issues in the wake of an NAIC subgroup
Companies that also dispose of the concept and views the proposal The cleanup of hazardous waste report in December that strongly criticized insurance practices in

hazardous waste must buy gradual as a "very good working docu- sites involving unidentifiable or the rental car industry (BI, Dec 21,1987, March 9, 1987)

environmental impairment liabil- ment " insolvent polluters is financed by
ity coverage with limits of at least 'If a proposal of this nature was the federal government Britain eyes class-action suits
$3 million per occurrence with a $6 adopted, one would see a substan- The costs for cleanup of the "or-
million aggregate tially larger amount of funds going phaned" sites for the first five LONDON-The head of the ludiciary in England and Wales is

As an alternative to insurance, for cleanup without more funds years of the Supertund program recommending the government allow plaintiffs who receive govern-
the EPA allows a firm that treats, being expended in total," he said were covered by a $1 6 billion trust ment-provided legal aid to take part in multiple-party litigation for

stores or disposes of hazardous Joseph Kopsick, vp of the Na- fund But, in October 1986, Con- the first time

waste to demonstrate lt has net tional Assn of Independent Insur- gress enacted the Superfund Lord Mackay of Clashfern last week submitted amendments to
working capital and tangible net ers in Des Plaines, Ill., has not seen Amendments and Reauthorization the Legal Aid Bill "designed to establish a new procedure by which
worth of at least six times the re- the CERA proposal But, he agrees Act, which increased the size of the the legal-aid aspects of actions raising common problems might be
quired amount of coverage re- that while substantial sums are trust fund to $8 5 billion handled more effectively," said a statement from the Lord Chan-
quired being spent on litigating pollution While the EPA's Mr Mason said cellor's Department

Eugene Anderson, a partner with liability cases, "there's been very he had not seen the CERA plan, he The amendments, which would allow class-action suits in the

Anderson Russell Kill & Olick PC, little of a dent made in actually said it sounds similar to proposals British courts, are due to be debated this week in the House of

in New York, which represents cleaning up" many hazardous made by the insurance industry Lords, Parliament's upper house

policyholders in coverage litiga- waste sites but rejected by Congress during its
tion, said he would "wholehear- T C Anderson, chairman of two-year debate on Superfund Suit against Ideal dismissed
tedly" support the concept of Skanco International Ltd in reauthorization
CERA and recommend that his cli- Scottsdale, Ariz and president of Mr Thomas admitted adoption NEW YORK-A shareholder suit brought three years ago in
ents consider such an alternative the National Assn of Professional of CERA would require "amending U S Distict Court in the aftermath of Ideal Mutual Insurance Co's

Mr Anderson estimated that Surplus Lines Offices Ltd, added Superfund legislation to put this in liquidation has been dismissed

legal fees represent about b6% of that he lS "delighted to hear that to channel the liability " Judge Charles Haight Jr dismissed the suit because the charges

the total dollar amount spent on somebody lS coming up with some Eugene Anderson, the policy- against the defendants were not specific enough to allow them to
environmental matters suggestions to solve this problem " holders' attorney, observed that lf defend themselves, according to a spokesman of the New York In-

The Risk & Insurance Manage- Tom O'Day, associate vp of the the CERA concept lS adopted, surance Department

ment Society Inc has not yet eva- Alliance of American Insurers in "policyholders and the insurance The suit was brought by Meyer Kimmel, a stockholder in Opti-
luated the proposal Washington, DC, said the group companies could gain valuable les- mum Holding Corp, Ideal's downstream holding company that was

But Cornelius C Smith Jr, vp of does not yet have an opinion on sons from the Wellington experi- 51% owned by Ideal and 49% publicly held (BI, Feb 11, 1985)

community and employee health, the proposal but that it "certainly ment," referring to the Asbestos Named as defendants were Ideal Mutual, Optimum, its directors

safety and environmental protec- looks like something that needs to Claims Facility and officers and accountant Arthur Andersen & Co The Insur-

tion for Union Carbide Corp in be looked at " In June 1985, 50 insurers and ance Department was brought into the suit as Ideal's liquidator
Danbury, Conn , said CERA is "an However, Robert Mason, chief of policyholders involved in asbestos Mr Kimmel accused the defendants of violating federal securities
idea which stimulates thought" the guidance section in the office litigation signed the Wellington laws and artificially inflating Optimum's common stock price,
and is "worth looking into " of waste programs and enforce- Agreement The expressed hope of among other charges

However, Mr Smith observed ment of the EPA, said that Con- Asbestos Claims Facility members Judge Haight ruled that the suit can be refiled, although Ideal
was to resolve more fairly and effi- should not be named as a defendant because ltS liquidation status

L ciently the huge backlog of as- protects it from being sued
bestos lawsuits and the new law- Mr Kimmel's attorney could not be reached for comment about

Insurance services guide suits filed each month whether he intends to refile the suit

The agreement settled insurance
coverage disputes stemming from California toxic warning law

r bodily injury claims and provides a
Joint defense against claims SAN FRANCISCO-California business owners that use poten-

BROKERS & AGENTS brought by asbestos victims tially harmful chemicals face increased liability if they fall to com-
FREE Each asbestos producer in the fa- ply with a tough new law that took effect last week

U/R Seminar HONE YOUR EDGE cility agreed to pay a specified per- Proposition 65, approved by California voters in 1986, forces all

Your independent property centage of all asbestos injury businesses in California employing 10 or more people to issue

We'11 show you how to go In- fsE loss control sourca claims settled through the facility "clear and reasonable" warnings if they expose their employees or

w g Har,Ington Group, Inc. Those percentages, which are a the public to any one or more of 29 chemicals that pose a significant
house with Utilization Review m ad Atlanta (404) 985-1272 closely guarded secret, were based risk of cancer or birth defects The chemicals requiring warnings

Just 60 days for greater control on the producers' past settlement include arsenic, benzene, chromium compounds, ethylene oxide,

and profitability. For cities and and litigation history vinyl chloride, lead and asbestos
ENVIRONMENTAL CLAIM AUDITS However, plaintiffs' attorneys And, beginning in eight months, businesses will be required to

dates of our free seminar, call &

1-800-558-4353 (In Wisconsin, RISK ASSESSMENTS have criticized the facility, con- reduce the levels of listed chemicals they release
tending it was set up primarily to Businesses convicted of violating the requirements can be fined

1-800-242-2178). ACTUARIAL CONSULTING reduce defendants' costs and to en- up to $2,500 for each day of violation
F,nanc,al Evaluation ot Environmental Losses courage litigation rather than set- And, some groups contend that if a company fails to issue ade-

TILLER CONSULTING GROUP INC tlements quate warnings, it could be forced to pay damages even if a claim-
2833 N Geber Road / St Lous MO 63131 3320 314/d67 7480 Last April, a class-action suit ant does not show that he or she was injured by exposure to the

was filed on behalf of all current toxic substance

 and future asbestos claimants Plaintiffs "]ust have to show a willing exposure," said Nancy

RISKMASTERM Software
against the facility, accusing it and Hayes, assistant counsel for San Francisco-based Environmental
its members of unlawfully combin- Working Group, a coalition of agriculture firms and businesses that

by
ing to eliminate competition in set- has worked with state officials on implementation of the new law

• GENERAL CLAIMS tling asbestos cases and to impose She also said that some of the allowable levels of the listed chem-

Tillingbast • WORKERS' COMP arbitrary limits on members' lia- icals were "absurdly low " For example, the permissible levels of
• VEHCLE ACCIDENTS bility (BI, April 27, 1987) asbestos are below the ambient levels in the atmosphere in urban

a Towers Pyrr,n company • CHECK WRITING The lawsuit is Still pending, ac- areas, she said

ONSITE TRANING
• EXP. MODIFICATION FACTORS cording to an official of the 52- But Al Meyerhoff, senior attorney for the Natural Resources De-

ONGOING SUPPORT
• ACTUARIAL REPORTING member facility fense Council in San Francisco, says the law should not launch a
FOR PCIMINIIMAINF Furthermore, several producer- flurry'of suits "I don't think you will see too many frivolous

Installed in Over 38 States & Canada
members have threatened to with- lawsuits because frankly this type of litigation is very expensive,"

For Marketing Questions or to Attend a Free Seminar, Call (313) 567-6616 draw from the facility, claiming he said

they are paying an unfair portion The cost to state and local agencies of enforcing the new law
of the asbestos in]ury claims set- could exceed $1 million annually, according to a study by the state
tled by the facility legislative analyst's office Part of the costs would be paid by fines

EMPLOVEE HEALTH BENEFITS MANAGEMENT SYSTEM And, reinsurers worldwide are collected under the measure

disputing the extent to which they Grocers, gas station owners, manufacturers and other retailers in
mal poss«,INialli:84 ips'll Sso-noNS li 'll'IMIWIS should be liable for claims paid by California have begun to post signs warning workers and clients

the facility since they never were a about toxic wastes

•ELIGIBILITYDETERMINATION • MANAGEMENT & AD HOC REPORTING
• FULLYADJUDICATING •CALCULATES PPO DISCOUNTING

party to the Wellington Agreement

• PREPARES CHECKS, EOB's & FORMLETTERS • PAYS BY UCR & RVS SCHEDULES that created the facility and are EC critical of British directive
•HANDLESMULTIPLEEMPLOYERS&PLANS •HAS UNLIMITED CLAIMS CAPACITY not bound by the terms under
•ON-UNEINQUIRIES •CREATES TEFRA REPORTS &1099's which the facility pays claims to LONDON-Lord Cockfield, vp of the European Community
•VALIDATESICD-9&CPT-4 ENTRIES •IDENTIFIES DUPLICATE ClAIMS the extent the terms fall outside Commission, has warned Britain's Trade and Industry Minister

the scope of the reinsurance con-
VALUE L€RDeRS IN RISK AND BENEFIT MANAG*MENT SOFRURAL tracts (BI Nov 16, 1987)

that the U K Consumer Protection Act is not in line with the EC's

product liability directive, a spokesman from the Department of
INSTALLATIONS COAST TO COAST•CALL FOR A FREE DEMO DISKETTE Eugene Anderson said that Trade confirmed last week

CERA's inclusion pf reinsurers The Consumer Protection Act takes effect tomorrow, making

limN,mlok"."./...3.4.4."c could help prevent this problem Britain the first European Community member to enact the EC di-

5118 N. 56TH ST. TAMPA, R 33610 BOO-2374133(US) 813-6214069(Fl) 212408-1674(NY)
Another problem with the As- rective that imposes strict liability on manufacturers

- bestos Claims Facility is it "had an However, Lord Cockfield said the wording of Britain's ver-
extraordinarily difficult job find- sion of the legislation provides manufacturers with a more lenient

For advertising information in the INSURANCE SERVICES GUIDE ing a strong manager," he said state-of-the-art defense than intended in the EC's directive

Contact: Margaret Hikido, 740 Rush Street, Chicago, illinois 60611. Mr Thomas' proposal to have the If the defense is not reworded, Britain could be challenged in the

Telephone (312) 649-5340 EPA manage CERA is an -A-1 European Court of Justice, an EC lawyer says (BI, Oct 5, 1987)
good suggestion," he added .
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By MYRON M. PICOULT

D
since the beginning of the last property/ca-

Special to Business Insurance It seems rather obvious that management commentaries about
EJA VU? a 'renewed commitment' to underwriting has some gaps.

It is somewhat ironic that almost
While many of the executives at the corporate level

sualty underwnting upturn, industry bulls apparently want and believe in such a commitment, it
and bears argued about the longevity of the
underwriting cycle For the most part, the has not been uniformly transmitted to the people in the trenches.
debate centered on whether 1988 or 1989

would be the peak of the tight commercial
insurance rnarket the corporate level apparently want and be- below what we originally hoped to see, the

It now appears that both factions were lieve in such a commitment, it has not been real problem facing the industry is a severe Insurance industry stocks advanced last wccl,
wrong uniformly transmitted to the people in the cash-flow squeeze as the Business insurance index jumped 10.6

Based on a review of the trenches As previously noted, the biggest impact is Points to 420.8 on Feb. 25, from 410.2 on
fourth-quarter results for Furthermore, there lS obviously some dis- going to come from the full implementation Feb, 18. Advancing issues were led by: Belve-
most of the major prop- crepancy between the pricing trends articu- of the Tax Reform Act of 1986, ·which will dere Corp., up 12.1%; Provident Life & Accidenl
erty/casualty insurance lated by insurance company managements, result in tax payments severely squeezing Insurance Co., up 10.1%; SCOR U.S. Corp., up

616 £ companies and prelimi- the doomsday scenarios laid out by some annual cash flow In fact, for some property/ 1096; Hilb, Rogal & Hamilton Co., up 9.6%;
nary data from A M Best brokers and the interim results reported by casualty insurers, mostly small- to medium- Baldwin & Lyons Inc., up 9.1%; and Argonaut
Co 's yearly Review and the insurers sized entities, their tax bills actually could Group, up 8.696. Declining issues last week
Preview report, it appears Few property/casualty insurers seem to be exceed statutory income were led by: SAFECO Corp., down 3.8%; Zenith
that the peak of this last writing much new business Queries on who Other factors that will pressure cash flow National Insurance Corp., down 3.5%; Travelers

  underwriting cycle oc- is writing new business basically draw in the months ahead include higher reten- Corp., down 3%; American International Groupcurred in 19871 blanks With respect to renewal business, it tions, the prospect of more normal catastro- Inc., down 2.696; Aetna Life & Casualty Co.,
Mr. Picoult From our perspective, also seems obvious that many underwriters phe loss experience, slowed premium down 2.4%; and Farmers Group Inc., down

the cycle seems to have are being more aggressive on pricing in their growth, assessments from guaranty funds 2.3%. Issues showing the most activity during
aborted about six months sooner than we zeal to retain existing business than they and assigned risk losses and a lower yield the period were: Farmers Group Inc., 4.5 million
expected admit curve shares traded; Sears, Roebuck & Co. (Nistate

However, we have and continue to believe In short, everybody 15 1n the water up to Increased retentions worked very well as Insurance Group), 3.8 million shares traded;
that the downturn in this cycle will prove to their ankles and it is rising quickly to the long as losses did not appear Insurers are Continental Corp., 3.4 million shares traded.
be more in line with past trends and will not midcalf area We still believe some insurance now finding the flip side of the equation as The Business /nsumnce Index gained 2.6% for
be a mirror image of the last debacle that company managements will have the intesti- the losses surface This will have even more the period, performing ahead of the leading
ended in 1984 nal fortitu(le to really shrink their volume meaning down the road ai reinsurance re- market indicators: the Dow Jones 30 Industrials

A multitude of factors, primarily the meaningfully if pricing is sloppy Others will coverable problems become increasingly evi- gained 31.2 points, a 1.6% rise; the New York
changes related to the property/casualty in- wallow in the muck dent Stock Exchange Composite climbed 2.2 points,
surance industry's tax position, the tone of Today's price levels seem to be palatable With respect to catastrophe losses, every- a 1.5% rise; and the Standard & Poor's 500 rose
the reinsurance market, the ticking time giv6n the past or the traditional industry one acknowledges that losses over the past 3.7 points, a 1.4% increase.
lower interest rate structure all should serve effects of the new tax law are factored in, we noted that in January 1988 catastrophe
bomb of reinsurance recoverables and a operating environment However, when the two years were unusually low It should be

British issuesto rein in the industry's propensity for lu- believe that current price tags are deficient losses totaled $88 million, compared with
nacy

1 Week

Our models indicate that tax payments (on only $10 million in January 1987 and $86 5 Feb. 25 Price PIE Div Yield High--Low
However, we were clearly disappointed an annual basis) will average from 5% to 20% million for the entire first quarter of last Companis pence pence % perepence

- with the industry's 1987 fourth-quarter of a company's operating cash flow Those year Comml Unton 323 13.2 17 8 5.5 328-312

numbers The disenchantment covers pre- are big numbers by any standard More attention also must be paid to insol- Gen, Accident 878 11 6 38.3 4 4 881-839

mium gains (or lack thereof) and "soft" un- But, before we discuss why we see a severe vency problems and assigned risk losses fae-
derwriting results It seems rather obvious cash-flow squeeze for the property/casualty ing the industry Our guess is that this "due Royal 403 101 212 53 406--389

Bmethat management commentaries about a industry, we thought some insights into our bill" could amount to almost $2 8 billion in 891 139 322 3.6 894--837

"renewed commitment" to underwriting has updated industry earnings model would be 1988 for the industry as a whole This trans- Brokers

Gdn Royal Exch 892 13.1 46.6 5.2 896-874

some gaps While many of the executives at fruitful lates into about 16 points added to the in- CEHeath 377 140 345 91 378-375
Our original prognostications called for dustry's loss ratio Hogg Robinson 140 108 96 68 141-140

"flat" stock industry earnings in 1988 and Finally, lower yields will pressure invest- JHMinst 478 174 129 aO 478-475

Myron M Picoult is senior up and senior 1989 relative to the final 1987 figures The ment income growth SedgG-p 209 13.1 164 81 213-209

Insurance analyst with Oppenhe,mer & Co fourth-quarter numbers have resulted in a Wms FiberThe Industry's integrity is obviously 218 125 148 68 222-218

In New York He :s the past president of the revision We now anticipate a 6% decline in spotty If managements do realistically face Source Philip Olsen/Alan Clifton, Insurance Industry

Assn of Insurance & Financial Analysts and property/casualty insurers' 1988 operating up to the cash-flow pressures we envision, Specialists Kitcat & Altken Stockbrokers,
London

a member of the New York Society of earnings and a 20% decline in operating integrity could quickly take a back seat to
Security Analysts earnings in 1989 While these earnings are insolvency headlines

el Industry Stock Report FEBRUARY 25,1988 2/19/88 THRU 2/25/88

Weekly Year to Date Annual MIrt/Bk Weekly Year to Date Annual MI(Vek
BROKERS Price % change % change High Low Vol (000) $ Drv % Yield P/E Book value value Price % change 96 charge High Low Vol (000) $ Div % Yield P/E Book value value

Alexander &Alexander Svcs NYSE 2088 57 176 3200 1588 264 1.00 48 136 3 61 5 78 Durham Corp OTC 27 75 18 291 3400 2000 37 092 33 237 2693 103
Baldw,n & Lyons Inc OTC 1500 91 250 2700 1200 1 020 13 57 1640 091 Farmers Group Inc OTC 5900 23 466
Corroon & Black Corp

6325 3775 4464 144 24 152 22.15 266
NYSE 3325 77 177 3750 2200 150 084 25 158 682 4 88 Firernan INCo,p NYSE 2850 04 96

Gallagher Arthur J & Co
42 75 24.13 716 050 18 313 2981 096

NYSE 14.75 35 78 3100 1388 31 048 33 102 4 81 3 07 Fremont Gen Corp OTC 1200 21 246 2050 788 179 060 50 31 3 16.75
Hall Frank B & Co 072

NYSE 325 00 12 8 1900 250 131 000 00 102 000 N/A Home Group Inc NYSE 13.13 00 105 2488 1050 228 020 15 27 1765 0.74
Hilb Rogal & Hamilton OTC 1138 96 167 11.75 725 39 000 00 102 000 N/A Hanover Ins Co OTC 2550 00 97
Lawrence Ins Group

37 25 21 38 70 036 14 54 21.16 1.21
AMEX 888 13 31 6 , 14 75 625 3 032 36 100 340 261 Harteyswile Group Inc OTC 1575 16 200 1938 1200 30 055 35 77 15.12 1.04

Marsh & McLennan Cos Inc NYSE 50.75 33 25 7200 4375 480 240 47 125 7.27 698 Hartford Steam Boiler lisp OTC 2825 27 228 3663 2025 97 1.00 35 108
Poe & Assoc Inc

11.87 238
OTC 700 37 00 1325 675 0 040 57 68 057 1228 Kans City Life Ins OTC 2700 09 29

BROKERS
3150 2150 0 000 00 108 000 N/A

AVERAGE 53 106 28 107 Kemper Corp OTC 2200 11 73 3875 1925 1082 072 33 69 27.11 081

Liberly Corp S C NYSE 3863 07 88 5300 3250 8 080 21 14 7

CONGLOMERATES & HOLDING COMPANIES
2090 1.85

Uncoln Nat I Corp NYSE 47.13 47 174 6050 35.75 365 2 36 50 91 4485 1.05

NAC Re Corp OTC 2225 23 254 3225 1750 14 000 00 153 1943 115
Berkley WRCorp OTC 2750 38 146 3700 1875 176 028 10

Nobel Ins Ltd OTC
69

850 30
13 72 200

29 1850 7.75 26 0.40 47 405 9.37 091

Berkshire Hathaway Inc DEL OTC 310000 00 5 1 4400 00 251000 84 000 00
Northwestern Nai l LIfe OTC

195
2738

6253 3.22
05 19 7 3238 2075 234 096 35 74 35.18 078

CIGNA Corp NYSE 4663 21 63 69 50 4125 1368 296 63
Ohio Cas Corp OTC

57
3675

5012
73

093
14 4925 3350 455 1.88 51 85 3094 119

CNAFint Corp NYSE 5750 13 34 Old Rep Int'I Corp6650 4700 198 000
OTC

00 88
2463

42 71
00

135
232 3363 1888 88 0.74 30 54 1980 124

General Re Corp NYSE 53.13 12 -49 6888 4600 904 120 Orion Cap Corp NYSE
23 111

1563
2660

08
200

158 3100 11 00 77 076 49 54 939 1.66

ITT (Hartford Group) NYSE 46.13 03 25 66 38 41 88 2643 125 27
Phoenix Re Corp OTC

90
800

44.08
32 231

105 14 63 500 86 000 00 50 10.15 0.79

Sears Aoebuck & Co (Alistate) NYSE 3575 47 63 5950 2975 3753
Protective Corp OTC

200 56 82 3294
1450 64

109
184 2125 1138 102 0.70 48 14 2 1651 088

Transamenca Corp NYSE 3325 11 118 51 38 2263 1035 184 55
Pmvident ble & Acc Ins Co OTC

61
2175

3032
101 392

110
2875 1425 553 084 39 Sdi 4 27 00 081

CONGLOMEAATES AVERAGE -03 56 29
St Paul Cos Inc OTC 46.25

94
21 05 6000 4025 1315 200 43 68 3634 127

SAFECO Corp OTC 2550 38 81 3800 2438 1522 096 38 82 22.33 114

INSURERS SCOR US Corp OTC 825 100 108 1625 500 126 000 00 63 808 102

Se,bels Bruce Group Inc OTC 1325 82 178 1900 975 77 080 60 88 1288 103

Selective Ins Group Inc OTC
Aetna Life & Cas Co

2075 12 92
NYSE

2750 17.25 165 1.08 52 55 1947 107
4625 24 22 6813 4350 966 2 76 60 62 4475 103 Statesman Group Inc OTC 463 29 13 350 1.69

Amencan General Corp 209 005 11
NYSEE

55 519 089
3388 11 67 4475 2725 907 140 41 h9 27.13 125 Toluo Manne & Rre Ins OTC 8050 35 222 10338 5075Ame, Heritage ble Invt 55 0.19 02 682

NYSE 000
2488 N/A00 26 34 00 23 00 7 096 39 116 21.70

Amer Indty Fin I Corp
1 15 Torchmark Corp NYSEE 29.75 35 21 4

OTC
3675 21.75 395 100 34 100 1301 229

950 41 56 1900 775 5 056 59 116 2030 0 47 Travelers Corp NYSE 3625 30 32 5263 3075 680 240Amencan Intl Group NYSE
66 88 46.68 0.78

5650 26 58 8375 5350 1680 030 05 105 2902 195 Trenmck Group Inc OTC 1100 86 73 1913Aneco Rena Ltd 888
OTC

66 000 00 105 1465 075325 00 38 438 213 5 000 00 105 1.93 1.68 United Fire & Cas Co OTC 2425
Aon Corp

10 -67 3300 2025 175 096
NYSE

40 65 1832 132
2650 44 158 2988 2050 361 1.20 45 95 1523

Argonaut Group
1 74 United States Ad & Gly NYSE 3300 15 158 4875 2625 1427 248

OTC 75 67 2236
41.25 1.48

86 387 52.13 21 00 475 0 00 00 74 2754
AVEMCO Corp

150 UNUMCorp NYSE 2250 47 21 6
NYSE 2325

3138 1550 239 040 18 129 2884 0.78
69 184 2525 1325 103 028 12 120

Belvedere Corp
850 274 USLIFE Corp NYSE 3488 37 224

AMEX
4763 2675 191 128 37 89 4309 081

575 121 31 3 9.13 400 20 004 07 13 7 765 0 75 Washington Nan Corp NYSE 2725 19 141 3788 1925 15Bumness Mens Assum Co 108
OTC

40 21 5 3280
2750

083
48 28 4825 2525 80 1.20 44 743 2739 1 00 Zenith Nat 1 Ins Corp NYSE 1725 35

Chubb Corp
150

NYSE
2400 1350 175 080 46 83 1226 141

6050 17 83 7350 5088 463 188 31 73 3952 1.53 INSURERS AVERAGE 22 132 32
Continental Corp 145

NYSE 3950 06 19 5488 3050 3381 260 66 73 4162 095 ALL COMPANIES AVERAGE 23 120 31 135
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Home Insurance isn't afraid of risks. For us, they
mean opportunities.

We welcome clients who manufacture power tools,
pharmaceuticals, pools, amusement park rides. Risks
other insurance companies can't even understand.

The greater the hazard, the more imagination our
skilled underwriters bring to bear.

We specialize in writing difficult-to-place casualty

The Home Insurance Company is a member of The Home Group, Inc.

4

7,1

risks. And we're determined to provide clients with the
most responsive service in the market today.

Home has been giving clients that kind of service
since our first days in business, back in 1853.

64

If you've got a dangerous" risk, call Charles Abruzzo
at (212) 530-7110 or Robert Spiro at (404) 980-8308.
Or write them at The Home Insurance Company,
59 Maiden Lane, New York, New York 10038.

Home Insurance
There's no place like it.


