Busness
SNnsurenNnce

© Enlire contents copyright 1991 by
Crain Communications tne. All rights rese/ed

Reporting weekly for corporate risk, employee benefit and financial executives / $2.00 a copy, $80 a year

FEBRUARY 4, 1991

Update

Nevada regulator put on leave

pending premium tax study

CARSON CITY, Nev.-Nevada Insurance
Commissioner Alessandro A. luppa has
been placed on paid administrative leave

pending an investigation into the Insurance

Department's alleged failure to collect $6.3
million of premium taxes.

The state assembly's Ways and Means
Committee requested the investigation by
the state attorney general after questioning

Mr. luppa last week on the shortfall in pre-
mium tax collections, confirmed Larry

Struve, director of the Nevada Commerce

Continued on net page

Captive parents win tax cases
Significant third-party business assu

By STACY ADLER

WASHINGTON-Corporations
that pay premiums to wholly
owned captive insurance com-
panies can deduct those premiums
from their federal income taxes if
the captives write "relatively
large” amounts of third-party
business, according to three recent
rulings by the U.S. Tax Court.

The rulings, which were released
in unison on Jan. 24, represent a
maijor victory for captive owners.

However, the decisions will not
likely end captive owners' 19-year

struggle with the Internal Revenue
Service over whether premiums
paid to captives are tax-deduct-
ible.

Since 1972, the IRS has been in-
structing its agents to deny deduc-
tions for premiums paid to cap-
tives, regardless of the amount of
third-party business written by the
captives.

The IRS could appeal the Tax
Court rulings to the 7th U.S. Cir-
cuit Court of Appeals and the 9th
U.S. Circuit Court of Appeals, ac-
cording to attorneys.

However, an attorney for the IRS

said it is "premature"” to make any
decision on an appeal at this stage.
He would not comment further.

If there is a conflict in the fed-

eral appellate court rulings on this
issue, there is a strong possibility
the U.S. Supreme Court could re-
view the matter, attorneys say.

Only a ruling from the U.S. Su-
preme Court or a law passed by
Congress can absolutely end the
debate, they say.

The three rulings are unlikely to
cause risk managers to form new
captives, but they could cause ex-
isting captives to join risk sharing

res premium deductions

pools to increase the amount of
unrelated business they write, ex-
perts say.

Attorneys and captive experts
say the essence of all three Tax
Court rulings is that parent com-
panies can deduct premiums paid
to wholly owned captives if the
following conditions are met:

= The captive writes a "relati-
vely large" amount of unrelated or
third-party business.

* The parent corporation treats
the captive as a separate insurance
company.

« The captive is regulated by in-

surance laws.

= The captive has sufficient cap-
ital.

* Premiums are negotiated at
arms-length.

Specifically., the court for the
first time set a three-pronged test
for determining whether premiums
paid to an insurance subsidiary

purchases "true insurance."” The
court said there must be:

= Insurance risk.

= Risk shifting and risk distribu-
tion.

* Insurance as that term is com-

Continued on page 38

Gulf war's effect on insurance

Risk managers London eases

review policies

By MICHAEL BRADFORD
and MARK A. HOFMANN

. Risk managers are dusting off their insur-
ance policies to determine whether they need
to amend their property/casualty programs

as a result of the Persian Gulf War.

By GAVIN SOUTER

LONDON-War risk insurance rates eased
last week in the London market as un-
derwriters recovered from the initial burst of

activity that followed the start of the Persian

Gulf WwWar.

some war rates

spills in the

Persian Gulf is

Most risk managers say they are
fairly comfortable with their cov-
erage for losses that could be con-
nected to the war. Others worry
that insurers will try to use the
war risk exclusion in standard
property policies to deny coverage
for property damaged by a terror-

ist attack.

VWAR

in the

GULF

Competition among war risk un-
derwriters, which was bolstered by
claims of allied air superiority, have
helped push down the additional
war risk rates they charge in the
Middle East. However, coverage
was still being written only on a
seven-day basis valid only for 24
hours for marine hull war risk cov-

29.

Nnot insured.

"We've had a lot of inquiries," said Fred C.
Burns, managing partner of John L.
Wortham & Son, a Houston broker special-

Continued on page 35

erage in the Persian Gulf, and on a per-flight
basis for both aviation hull war risk and lia-

bility coverage for flights to the Middle East.
Continued on page 37

See story, page

La2a=mamaget/

massive oil

AP/Wide World Photo

« Concern over Iraqi terrorist acts is increasing security consultants' business. Page 36
+ House bill would require employers to reinstate health coverage for veterans. Page 36
» Many non-military employees not covered for war-related deaths and injuries. Page 37

Medicare overpayment recovery under way

By JERRY GEISEL

VWASHINGTON-A federal

agency will try to ease employers'
burden of complying with a mas-
sive new effort to recover $600
million in benefits that employers
-not Medicare-should have paid
on behalf of older workers and
other beneficiaries.

The Health Care Financing Ad-

ministration, the federal a¥ency
that administers the Medicare pro-

Survey finds liability costs
eat bigger part of risk budgets

gram, soon will begin sending no-
tices to more than 800,000 employ-
ers as part of an effort to iden-
tify cases in which Medicare was
improperly billed for services.

Under a series of a laws enacted
in the 19804 employer plans be-
came the primary payer of health
care bills for employees who stayed
on the job after age 65, while Medi-
care became a secondary payer.

In addition, those laws made em-
ployer plans the primary payer for

Page 3

some non-elderly employees with
permanent kidney failure and for
certain other disabilities who had
previously received benefits from

the Medicare program.
Those laws were intended to

shift billions of dollars in health
care costs to employer plans from
the financially strapped Medicare
program. In fiscal 1989 alone, the
so-called Medicare Secondary
Payer program saved the Medicare
program $2.2 billion, a HCFA

Former AmBase CEO settles

$50 million claim for far less

Page 2

spokesman said.

However, hundreds of millions of
dollars in potential Medicare sav-
ings haven't been realized because
Medicare continued to pay claims
for beneficiaries-chiefly workers
65 and over and their spouses-
who were also covered by employer
plans.

The claims were improperly paid
because Medicare and its contrac-
tors weren't always aware that
beneficiaries were covered under

an employer health care plan that
should have been the primary
payer.

But over the last year, HCFA-in
cooperation with the Internal Rev-
enue Service and the Social Secu-
rity Administration-has been
scouring payroll records to identify
individuals with employment-re-
lated income after they turned 65.

With the task now completed,

HCFA is starting a series of three
Continued on page 11

ATRA targets 22 states
where tort reform in jeopardy
Page 3
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Nevada regulator put on leave

Continued from previous page
Department, which oversees the Insurance Department

The $63 million represents Incorrect premium tax credits and other
errors that resulted from faulty programming of the Insurance Depart-
ment's computer, Mr Struve said

The investigation also will focus on Mr luppa's alleged use of a
state credit card for personal phone calls and the use of department
offices by independent contract examiners, Mr Struve said

Teresa Rankin, Mr luppa's chief assistant, will serve as acting
insurance commissioner while Mr luppa is on leave

Pension testing rules issued

WASHINGTON-The Internal Revenue Service last week released
proposed rules on whether different corporate units are separate Imes of
business for pension plan non-discrimination testing purposes

The 165 pages of complex rules are vital for employers with many
subsidiaries in different industries that offer pension plans with varying
benefit levels With the rules, employers can run non-discrimination
tests separately on the different plans

Under the IRS proposal, to be considered a separate line of busi-
ness a unit would have to, among other things, be formally organ-
ized as a separate unit, be a separate profit center, and have separate
workforce and management, and at least 50 employees

The geographic distance between operating units would be irrele-
vant m determmling whether they are separate line of busmess

"The key thing iS, 'Are these units separately operated?' " said
John Woyke, a prmcipal with TPF&(, the benefit consulting divi-
sion of Towers, Pemn, Forster & Crosby Inc in Valhalla, N Y

Employers also would be required to formally notify the govern-
ment that they operate separate lines of busmess

The rules would apply as of Jan 1, 1992

Lloyd's hit by punitive award

ANCHORAGE, Alaska-Lloyd's of London underwriters are ask-
ing an Alaska District Court Judge to set aside a $61 million Jury
verdict for faillng to pay their half of a $280,000 claim by the owners of
a burned-out restaurant in Ketchikan, Alaska

The award consisted of $60 million of punitive damages, $1 mil-
lion for emotional distress and $150,000 for monetary loss

Policyholders Carson and Jeanne Lindley sued the Lloyd's un-
derwriters and co-underwriter Gotham Insurance Co of New York
after adjusters denied their claim for losses from a May 1989 hre

The underwriters felt the claim for lost contents was overstated,
said Lloyd's attorney Leo Fraser, a partner with Mendes & Mount
in New York

Gotham and Lloyd's underwriters, led by John Wetherell, each
wrote 50% of a $280,000 property policy on the restaurant

An attorney for the restaurant owners argued during the trial that a
lawyer and adjuster that the Lloyd's underwnters hired to process the
claim failed to investigate it, never mtended to recommend payment
and accused the owners of fraud, Mr Fraser said

While both Lloyd's underwnters and Gotham were named m the
suit, Judge Victor Carlson limited the trial to the claim against Lloyd's

Gotham and the Lmdleys' attorney did not return phone calls

Deputy charged in Green case

NEW ORLEANS-A federal grand jury has indicted the deputy Loui-
siana insurance commissioner for allegedly lymg durmg an 1nvestiga-
tion of Commissioner Douglas Green

Thomas C Bentley Jr allegedly perjured himself m May 1990 dunng
grand lury questiomng about Mr Green, who 15 charged with takmg
bnbes for favorable treatment of now-defunct Champion Insurance Co
(Bl, Dec 10, 1990, June 11, 1990)

Before Mr Green took office in March 1988, A M Best Co had

AMBase settlement

Former CEO agrees to big severance pact

By JUDY GREENWALD Acquisition Corp because it said It Despite the company's problems,
did not mail proxy material to Mr Manley, who for years was one
NEW YORK-Marshall Manley, shareholders in time It also of the highest-paid Insurance In-
the former AmBase Corp president warned that additional postpone- dustry executives, had demanded
and chief executive officer who ments are possible until either it that AmBase pay him an amount
had contended the financially receives enough proxies to approve that could have exceeded $50 mil-
troubled company owed him $50 the sale or concludes shareholders lion under various agreements
million, is settling his claim for will not approve the sale Mr Manley earned $1 94 million
far less The delay is expected to cost :he in cash compensation in 1989, $1 8
Under an agreement in principle cash-starved corporation up to $12 million in 1988 $1 76 million in
announced Thursday, AmBase million in tax refunds That means 1987 and $1 83 million in 1986 (Bl,
agreed to forgive $4 1 million Mr AmBase's ability to pay a possible Sept 3, 1990)
Manley owed the company special dividend to shareholders AmBase's stock price has fallen
In addition, Mr Manley, who re- after the sale has been "substan- from a high of $31 50 in 1986 to
signed last March at the board's tially reduced," according to addi- just 37 5 cents last week
request, will also receive up to $3 1 tional proxy material distributed The settlement revealed tn the
million to pay income tax on the last week
settlement as well as other consid-

supplemental proxy material calls

AmBase, which posted a $24 7 for AmBase to continue paying Mr
million loss for the nine months Manley's legal expenses in connec-

Meanwhile, AmBase last week ended Sept 30, has said that if the tion with the 1987 bankruptcy of
postponed until Feb 12 a vote on acquisition is not approved, ItS fi- Finley, Kumble, Wagner, Heine,
the proposed acquisition -of its nancial resources will be "ex- Underberg, Manley, Myerson &
Home Insurance Co unit by TVH tremely limited " Continued on page 4

1990 second.worst year
for U.S. disaster losses

were still 62% less than in 1989, according to the PCS

when a revised record of $7 3 Ranking second was a severe
RAHWAY, N J -Natural catas- billion of insured property losses winter freeze in mid-December

trophes wreaked $2 8 billion of in- were recorded Hurricane Hugo, that affected portions of 20 states

sured property damage in the which caused insured property and caused more than $400 million

United States in 1990-the second- damage of about $4 2 biliion, ac- in insured property damage
worst year on record, insurance in- counted for more than half of the The first phase of the winter
dustry statistics show 1989 losses storm, which occurred Dec 18-25,
The heavy 1990 losses are attrib- The PCS, which began keeping primarily affected areas in the
utable to 32 catastrophes in 38 records on insured catastrophe Midwest, the Pacific Northwest,
states, according to the Rahway, property losses in 1949, defines a and California California alone
N J -based Property Claim Ser- catastrophe as any event that sustained almost $200 million of
vices division of the American In- causes more than $5 million of in- insured damage, while the remain-
surance Services Group Inc Har- sured property damage and gen- ing 19 states suffered the remain-

dest hit were Kansas and erates a significant number of der of damage (BIl, Jan 7, Dec 31,
Oklahoma, with 10 catastrophes claims 1990)

each, followed by Texas and llli- The most costly catastrophe in A second freeze, which struck
nois, with eight each, the PCS re- 1990 was the July 11 hailstorm in Washington, lllinois, Ohio and In-
ports Denver, which caused $623 million diana Dec 27-30, caused $40 mil-

Despite the magnitude of insured of insured damage This storm also lion more of insured property dam-
catastrophe losses last year, they the costliest hailstorm on record, Cont:nued on page 37

Municipal bond coverage growth seen

By JUDY GREENWALD

erations

By LAURA MAZZUCA

pal bond professionals surveyed by - Federal funding to municipal-
MBIA They had predicted the mu- 1tleS W111 decline, putting a greater

NEW YORK-Financial guaran- nicipal bond market would decline burden on localities to finance m-
tee business will flourish this year by 4 2% to $121 billion in 1991 frastructure projects Long-term
as the municipal bond market is "Despite the unfavorable eco- tax-exempt bonds are "the natural

placed Champion on its watch list Best would remove the company prede Ctd%a gtg)ﬁv exeitne wifh %06?).{_: i Abou %h'éﬂg}ésbeeref’s%rvﬁh'ﬁlfoff) saig/ate that eruneh.
onlyif Lavisiana.cegulatoss.fficially,documented Champion's financial leading financial guarantee un the. municipal bond market," Mr « If interest rates continue to

The Indictment charges that he made several false statements during
questionmg, including saymg that nobody told him the department's
audit of Champion would be sent to Best Mr Bentley signed a favor-
able audit and forwarded it to Best with a cover letter Apnl 8, 1988, the
indictment charges

An Insurance Department statement says Mr Bentley claims he is
innocent and that Mr Green stands "fully" behind him

Mr Green IS scheduled to stand trial Feb 19 on 40 counts of mall

fraud, money laundering and conspiracy m connection with Champion

Court denies Transit E&O cover

SAN FRANCISCO--Errors and omissions msurers of a Transit Ca-

sualty Co affiliate are not required to defend former Transit officials m ,

a lawsuit brought by the defunct Insurer's receiver, the 9th U S Clrcult
Court of Appeals has ruled
The court upheld a lower court's dismissal of a suit by George P
Bowie and William L Gregory, former Transit directors and officers,
against The Home Insurance Co and New England Insurance Co Home
and New England provided $15 million of primary and excess E&O
coverage for DMT Financial Group, a holding company for a Transit
managing general agency
Mr Bowie and Mr Gregory-who also were directors of DMT-had
sought a rulmg that the E&O tnsurers must defend them m a $156
million lawsuit filed against numerous Transit directors and officers by
the msurer's receiver But the appellate panel relected the argument,
Continued on page 38

Errors & omissions

+« A Kentucky state judge's temporary injunction order against
National Business Assn Trust and National Benefit Administrators
Inc did not apply to Benefax Corp, as incorrectly stated in a Jan
21 story

unicipali
New issue, long-term, tax’-ex- Recession and the war in the ably WI|| seek to pay off old debt
empt municipal bond volume this Persian Gulf could hurt municipal and reissue bonds at lower rates
year will increase to $135 b 11ion bond volume, he said, but several - Lower construction costs this
from $126 4 billion in 1990, said other factors will keep the market year would make new money 1SSUeS
David Elliott, president and chief growing
operating officer of MBIA Inc of O Essential infrastructure Mr Elliott predicted "robust"
Armonk, N Y projects are less likely to be post- volume for financial guarantee in-
At a forum sponsored by th,- mu- poned than other projects and surers this year, with the Insured

nicipal bond insurer last weel, Mr therefore should be less affected by portion of new issue municipal
Elliott took issue with 470 mi mci- a recession Continued on page 26
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Liability costs
are consuming
larger portion
of risk budgets

Other costs™

Unreimbursed

costs
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Punitive

damages
allowed

N.Y. court clarifies

insurer bad faith law

By STACY ADLER

NEW YORK-Punitive damages

H can be awarded in New York

Work?rs comp 1984 Unrelmbursed against an insurer for bad faith, a

By DOUGLAS McLEOD However self-insured losses and premiums liability costs / New York appellate court has
insurance premiums combined ex- - ruled

NEW YORK-AlIthough self-in- panded more slowly than expected 25.2% - 1429 It had been unclear whether pu-

sured workers compensation losses Workers comp premiums and self- t Property nitive damages could be awardped

are growing as a percentage of em- insured losses represented 39 4% of Al

1 Premiums /,
56% F 19.4% _-,.

in such cases in New York
ployers' cost of risk, the combina- employers' risk costs in 1989, com-

tion of these losses and workers pared with 36% in 1984, 37% in
comp insurance premiums has ex- 1983 and 31 9% in 1982

"This is a great clarification of
mass confusion" regarding the law
on bad faith punitive damages in
New York, said plaintiffs' attorney
Henry Weisburg of Shearman &
Sterling in New York

panded surprisingly little in recent Given the rising concern over

Unreimbursed f

property coste-6,65

9>\ Qe Othercosts 2.2%-4 2. - B G,

Unreimbursed 4

years, a survey has found runaway workers comp costs, a
At the same time, liability insur- larger increase might have been

ance premiums are eating up a expected, according to James B

larger share of corporate risk costs, Blinn, a Tilhnghast principal

while property premiums represent

But the court also ruled that pol-
icyholders seeking punitive dam-

"That, t , terin-
a o me, was a counterin ages must show a pattern of bad

a smaller portion, the survey con- tuitive result," he said "l expected faith that is detrimental to the

cludes to see a big jump from 1984 to
The 1990 "Cost of Risk Survey, ' 1989, and | just didn't see it "
conducted jointly by the Risk & In- - Liability premiums and self-
surance Management Society Inc insured liability losses also in-
and the Tillinghast division of creased as Fercentages of the total
Towers, Perrin, Forster & Crosby cost of risk between 1984 and 1989
Inc, collected data from 809 U S (BI, Jan 28) At the same time, lia-
and Canadian RIMS members. bility coverage limits generally
Among other things, the survey rose Only about 6% of respondents
found that had liability limits of less than $5
= Workers comp insurance pre- million in 1989, compared with
miums declined between 1984 and about 15% of respondents in 1984
1989 as a percentage of employers'

workers com

P
Costs -, '"/ 16.7%

public Attorneys describe that as a

na '9 9 very stringent standard
Further, the court found that a
- policyholder's right to sue for bad
faith is not pre-empted by state
regulations that allow the state In-
surance Department to fine insur-

Workers comp 1989

1 premiums ers that engage in "unfair claim

Unreimbursed

22.7% L1 liability costs

18.4%

settlement practices
The decision arose from a dis-

pute between Enron Corp and
American International Group Inc

/ Properly
premiums
12.1%

= Captive insurance companies . .

over a claim by Enron stemming
overall cost of risk Cost of risk iS generated income for their corpo-
defined as net insurance premiums rate parents equal to 5 97% of pre-
unreimbursed (self-insured) losses miums paid to the captives plus
self-retained losses

from the Peruvian government's
appropriation of the Houston com-
pany's oil and gas wells in 1985
National Union Fire Insurance
Co of Pittsburgh, Pa , a unit of
New York-based AIG, led a group
of 11 insurers that wrote $200 mil-

3.1%

and administrative expenses Unreimbursed property costs

At the same time, self-insured = As in earlier surveys, the

workers comp losses rose as a per- transportation and health care in- Other costs Include outside services and departmental costs less profits from captives

centage of total risk costs Contznued on page 32

GRAPHIC BY JOHN SMITHER

Hospitals sue BC/BS for plan failure =i

By CHRISTINE WOOLSEY medical bills left unpaid by the into liquidation in October by tral West Virginia in Parkersburg, awarded Belco $162 million in cov-
plan and $30 million in punitive Hanley C Clark, the state insur- the state's only other BC/BS plan erage under these policies (Bl, Dec

PARKERSBURG, W Va -A $40 damages ance commissioner (Bl, Oct 29, The Cleveland plan manages the 26,1988)
million lawsuit filed by 10 West The total amount owned to hos- 1990) new entity At the same time, the policyhold-

Virginia hospitals against the na- pitals, doctors, businesses and an- Gov Gaston Caperton, the BC/ The agreement, however, does
tional Blue Cross & Blue Shield other Blue Cross plan by the insol- BS Assn , Cleveland-based Blue not cover the Charleston plan's alleging that the insurers acted in
Assn and an Ohio BC/BS plan at- vent Blue Cross & Blue Shield of Cross & Blue Shield Mutual of outstanding debts to doctors and  P=d faith and in breach of their
tempts to force the BC/BS Assn to West Virginia Inc is expected to Ohio Inc and others later worked hospitals
take ultimate responsibility for the exceed $53 million out an agreernent for the 250,000 So the hospitals filed suit Jan 22 dealing by, among other things,
The lawsuit is the latest action individuals covered by the insol- in US District Court in Charles-  denying the claim and rescinding
The suit alleges the Chicago- following the first-ever collapse vent plan to be covered by a new ton, charging the BC/BS Msn and the policies
based BC/BS Assn defrauded and takeover of a BC/BS plan plan-Mountain State Blue Cross the Ohio plan with fraud, unfair The suit further alleged that Na-
medical providers by concealing Charleston-based BC/BS of West & Blue Shield The new plan com- trade practices and negligence tional Union and AIG "have over
the financial troubles of a now-de- Virginia, wh-ch had reported fi- bines the insolvent Charleston- Officials of the national group
funct West Virginia plan The suit nancial difficilties since 1986, was based plan and the solvent Blue deny any wrongdomg or liability pattern and practice of rescinding
seeks $10 million, plus interest, for declared insolvent and ordered Cross & Blue Shield of West Cen- Contmued on page 33 insurance policies without regard

Crunch time for tort reforms

Challenges expected
*in 22 states this year

By MARK A. HOFMANN

lion in political risk coverage on a
quota-share basis for Enron sub-

sidiary Belco Petroleum Corp Na-
tional Union had 64 3% of the risk

ers sued in New York state court,

covenant of good faith and fair

financial health of member plans

the last few years engaged in a

scission, whenever faced with the
possibility of a significant claim "

Both the trial court and the ap-
pellate court found that this plead-
ing was 1nsufficiently detailed to
Tort reform outlook sustain a claim for punitive dam-
ages However, in its Jan 17 rul-
ing, the appellate court gave the
policyholders permission to amend
their complaint

"The decision makes crystal

Legislation that would reform tort law or amend past reforms Is expected in most
, states this year e

1 Seeking new reforms m Defending already enacted reforms
clear that an insured can bring a

WASHINGTON-Tort reform proponents expect a punitive damage claim against his
tough fight in many state legislatures this year as insurer for bad faith failure to pay
they try to protect recent gains and seek new reforms claims," said Enron attorney Mr

0 The American Tort Reform Assn lists 22 states Weisburg, adding that Enron can
s where legislators or judges could try to rescind tort re- adjust its complaint to meet the

forms enacted since the mid-19805

a 0 Overlapping

standard set by the court Enron
Defensive efforts are needed, the business-sup- had the detailed proof necessary to

ported lobbying and research group says, in Alabama, sustain the claim, he said
Arizona, Colorado, Florida, Georgia, Idaho, Indiana, AIG has not decided whether it
Kansas, Louisiana, Maryland, Mississippi, Montana, will appeal, said attorney George
i N Nebraska, New Hampshire, New Jersey, Ohio, Oregon, Wailand of Cahill, Gordon & Rein-
, Pennsylvania, South Carolina, Tennessee, Virginia and del in New York He said that
9 Washington while any ruling allowing punitive
Among the key reforms likely to be challenged in damage claims against insurers m

"0.5,3'01'f various states are such cases is disappointing, this

» Caps on non-economic and punitive damage decision IS favorable because "it
o *1i,:4 %1 awards

. O Collateral source rules, which allow sources of

sets a very rigorous standard "

compensation such as workers compensation to be Betco Petroleum Corp and Enron

considered in awarding damages Corp vs AIG Oil Rig Inc et al,

« Limitations on Joint and several liability New York Appellate Dwision First
Continued on page 27 Department, No 40863

Source American Tort Reform Assn

GRAPHIC BY CYNTHIA WATSON
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AMmMBase

Continued from page 2

Casey, a law firm for which he was a
partner. The company will also pay
legal expenses connected with the
employment agreement dispute.

AmBase also will transfer owner-
ship of a 1986 automobile to him,
though he lost the use of a driver it
had provided as of Thursday. Office
space will be provided only until Feb.
15. Medical coverage for Mr. Manley
and his family ends June 31.

Mr. Manley agreed to resign as a
director, terminate his employment
agreement, irrevocably waive his
rights under all benefit plans and
cancel all his common stock options.

Mr. Manley did not return calls.

Proxy materials detail a generous
severance package and benefits. His
now-canceled employment agree-
ment would have paid an annual
base salary of $900,000 until 1995.
AmBase also was to pay for the car,
driver, office and clerical help.

In 1985 the company also gave Mr.

Manley an unsecured, interest-free $3
million loan for a residence. Had the
company demanded repayment be-
fore Aug. 14, 2000, it would have had
to pay him -he estimated cost of fin-
ancing its outstanding balance and
reimburse him for incremental in-
come taxes on these payments.

And in June AmBase approved a
personal $600,000 loan to Mr. Manley
"to meet personal expenses" in antic-
ipation of a settlement.

The Jan. 24 settlement culminated
a series of negotiations.

After resigning, the proxy state-
ment says, Mr. Manley submitted an
analysis prepared by the now-de-
funct accounting firm Spicer & Op-
penheim. Its conclusion: Various
agreements and AmBase benefit
plans enti:led the former CEO to
$42.8 million to $69.6 million.

AmBase balked. Its analysis, from
New York law firm Paul, Weiss, Rif-
kin, Wharton & Garrison, concluded
that he was owed no more than $4.3
million if the board decided it had no

cause to terminate, the proxy said.

3

It also decided that Mr. Manley
was owed an unspecified amount
under a long-term incentive compen-
sation plan. Spicer had claimed Mr.
Manley was owed $20.6 million, the
largest single item he claimed.

Subsequently, on Jan. 4, the Am-
Base board's personnel committee
eliminated the value of any compen-
sation plan awards not yet paid.

Meanwhile, on Sept. 26, Chairman
George Scharffenberger was author-
ized to settle Mr. Manley's claims for
no more than $10 million, excluding
the $3 million loan.

Mr. Manley responded with a new
demand on Dec. 19:

« A $9 million cash buyout of his
employment agreement.

- A cash advance of $2 million,
payment of salary and continuation
of certain benefits until the closing
date of the sale of The Home.

= Upon the closing date, the can-
cellation of the approximately $3.6
million of outstanding loans made
by AmBase to Mr. Manley, with the
company responsible for withhold-

Never say never."

In the surplus lines industry, business partners come in

all sizes and shapes. And sometimes, the most unlikely partners

create the most spectacular results

United National Group - one of the largest independently-

owned surplus lines insurers in America - encourages producers

to discuss their ideas and unique risks with our underwriters.

Our companies are flexible, resourceful and inventive, and

when it comes to writing surplus lines risks, we never say never.

United National Group. Wise enough to listen, and strong

enough to act.

UNITED NATIONAL GROUP

Tbe open market-for unique risks and specialty programs

ing taxes payable on canceled loans.

= The transfer to Mr. Mar.ley of
the automobile he now uses

On Dec. 27, Mr. Manley's attorney
demanded arbitration, saying th 2
claims exceed $50 million.

Commenting on the settlement,
Michael Smith, a Lehman Bros. ana-
lyst in New York, said "shareholders
would have been better off five years
ago if they had simply paid Marshal
Manley $100 million to go away."

Charles Ronson, an analyst witn
Baird Patrick in New York, quipped,
"l would say that (directors) should
pay for their shareholders' medical
coverage."

Probably the only reason Mr. Mar.-
ley did not get more, said Mr. Ron-
son, is that AmBase had no more.
"These guys just saw this as one b-g
grab bag.

"This is unprecedented. This is sin-
gular. This company has been
mulched systematically over the past
five years," Mr. Ronson said.

Also revealed in the proxy are
"special incentive severance con-

A 2-year-old 6bild a, d
a 40-year-old elepbwil
team up as a circits id

tbat amazes audien. es

Ibrougbout the world

United National Insurance Company Diamond State Insurance Company Hallmark Insurance Company
1737 Chestnut Street Philadelphia, PA 19103 (215) 568-6200

United National Group companies rated A+, VII[ by AM. Best, eligible for surplus lines in 50 states, and admitted in 26 states.
United National Insurance Company's policyholders' surplus is $116,800,000.

tracts" calling for five officers to
continue at AmBase for various pen-
ods.

After the five failed to agree on a
company request to defer payments
until after the Home sale, AmBase in
December paid: $1.5 million to Jack
Plaxe, executive vp/chief financial
officer; $1.1 million to Lester Man-
tell, senior vp; $ 1 million to Robert
Woodrum, senior vp-public relations;
$940,000 to Bruce Bean, executive vp
and general counsel; and $720,000 to
Ted Babcock, vp and treasurer.

The additional proxy material
notes that several executive officers’
employment may be terminated on
specified dates before June 30.

The payments, to the five officers
show that AmBase officials
"rewarded themselves for abject fail-
ure," charges Mr. Smith. "This is a
management that just absolutely ran
this company into the ground, into
nothing.”

Many AmBase employees had their
savings in a company stock plan, he
noted. "Some fairly substantial nest
eggs (were) just wiped out.”

Meanwhile, AmBase said postpon-
ing the vote on the Home sale until
Feb. 12 will enable all shareholders
to consider the proposal.

In its most recent proxy material,
AmBase has also amended certain
terms and conditions of its offer to
purchase its notes and debentures.

The company also has said that
=rustees of the AmBase Savings Plan
-which holds about 16.7% of out-
standing common shares-will favor
the acquisition. Mr. Scharffenberger,
the chairman, also plans to vote his
505,000 shares, or 1.6% of the out-
standing stock, that way.

However, AmBase's failure to close
the transaction before Jan. 31 means
it will not be able to claim a loss on
the sale that would have meant a $12
million tax refund in 1992, endanger-
ing a possible special cash dividend.

It does, however, anticipate an ad-
ditional $5 million will be received by
AmBase before the shareholder
meeting under existing tax sharing
and management agreements be-
tween AmBase and The Home. These
funds would not have been received
if the transaction had been consum-
mated as scheduled, an AmBase
spokesman said.

Separately, AmBase made the $11
million interest payment in connec-
tion with its $410 million bank loan
on which it had defaulted last month
(BI, Jan. 28). The spokesman said the
payment was funded through tax re-
funds, tax payments and manage-
ment fees to both Home and AmBase.

However, the company is still in
default on an $11 million payment
that was due Jan. 15 on its 1474%
notes, which have a principal amount
of $150 million. AmBase still plans to
cure this default right before the sale
is consummated.

Under AmBase's proposal, The
Home will be acquired by TVH Ac-
quiisition Corp., a partnership that
includes Trygg-Hansa SPP Holding
AB, a major Swedish insurer; Indus-

, trial Mutual Insurance Co., a major

Finnish insurer; and International
Insurance Investors, a Bermuda lim-
ited partnership whose participants
include financial reinsurer Centre
Reinsurance (Barbados) Ltd. (B,
Dec. 31,1990; Oct. 8,1990).

AmBase expects to receive $477
million in cash for The Home as well
as other considerations, including an
anticipated $30 million cash dividend
from The Home just before the sale.

About the time of the sale, The
Home is expected to enter into an ag-
gregate excess-of-loss reinsurance
contract with a syndicate of rein-
surers, including Centre Re and pos-
sibly a Trygg-Hansa affiliate, the
proxy says.

It is expected that the reinsurers'
aggregate limit of liability under the
contract will be equal to the greater
of $300 million or 200% of Home's
total reinsurance premium.

AN mvestment banker who asked
not to be identified said this arrange-
ment is "standard in a transaction

where the seller is of uncertain credit
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Willit cost your comp vy

your company y

Ready for one of the most difficult challenges ever to confront
corporate America? One that's estimated to cost up to $400 billion.

New FASB regulations will force companies to measure and post
as a debittheirhealth expense obligation to current andjitture retirees.

The effect ofthis new

liability onyour financial
statements could be
enormous. In fact, some
corporations could see
profits cut by as much as
25% .Andnowisthe
time for you to address it
We canhelp. We offer
actuarial, retirement and
health benefits expertise.
We can correctly assess
your current situation.
And help youbetter
prepare for the future.
We will do everything
from measuring your
expense and liability to
evaluatingplan redesign alternatives and advance funding options.
The end result: we'll help you minimize the financialimpact ofthese
regulations and still enable you to remain responsive to the benefit
needs of employees. Write or call Diane Luedtke, CIGNA Employee
Benefits Services, Dept M-50, Hartford, CT 06152, (203) 725-2492.
After all, the clock is ticking.

We getpaid forresultsf CIGNA
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Opinions

Don't abandon tort reform

T18,JOQ EASY to forget

at many n the risk management pro-
fession and the insurance industry have forgotten how
important it is to actively support tort reform efforts in
individual states and to work for federal product liabil-
ity reform.

Six years ago, as liability insurance premiums
skyrocketed and many companies and public entities
found themselves unable to buy coverage at any price,
the insurance industry and risk managers rallied to
enact tort reforms on the state level across the nation.
And, amid the attention given to the liability insurance
crisis, they were largely successful. Most states have
enacted some type of reform, ranging from the elimina-
tion of joint and several liability for non-economic
damages to caps on punitive damages to sanctions on
attorneys who file frivolous lawsuits.

While no one will doubt that the reforms that have
been enacted have been successful, few risk managers
would agree that the civil justice system has been "re-
formed." Courts still hand down excessive verdicts.

Yet the cry for tort reform is much more muted
than it was in the mid-1980s. And, several factors
will take the spotlight off the campaign to enact
tort reforms this year.

While the war in the Persian Gulf will not be an
issue that normally will be debated in state legisla-
tures, the fighting in the Middle East surely will shift
attention from tort reform legislation. And, the nation's
economic problems-the economic downturn; strains
on local, state and federal budgets; the ongoing failure
of state- and federal-chartered banks and thrifts-will
monopolize legislators' calendars in the next year.

Still, the drive to reform our civil justice system
must push on. Risk managers can be a big part of this.

First, take an active interest in where your state
legislators stand on tort reform. While national politics
gamers the most attention, state governors, senators,
representatives and assemblymen control the fate of

most tort reform initiatives. As we report this week, the
American Tort Reform Assn. fears that 1990 state elec-

Take action o
THE LATEST GRIMNEWS andie

INcreases s

rate action.

Al Garegost

Total health care costs-including employer and em-
ployee contributions for medical indemnity plans,
health maintenance organizations and dental and vi-
sion care-jumped 17.1% last year to an average of
$3,217 per employee from $2,748, according to a survey
by benefit consultant A. Foster Higgins & Co. Inc. (B,
Jan. 28).

Looking just at indemnity programs, which typi-
cally are employers' largest health care plans despite
the growth of HMOs, the news is even worse.

Indemnity plan costs leaped 21.6% in 1990 to an
average of $3,161 per employee from $2,600 in 1989.

These increases are not one-time aberrations. Be-
tween 1988 and 1989, total health care and indemnity
plan costs jumped 18.6% and 20.4% respectively.

As Foster Higgins noted, if costs continue to rise at
1990's clip, indemnity plan costs will average a stag-
gering $22,000 per employee by the year 2000. Those
skeptical of such an increase should be reminded that
health care costs in excess of $3,000 per employee
would have seemed impossible to believe two decades
ago when costs were under $300 per employee.

Given the latest round of cost increases, many em-
ployers may be inclined to say that controlling health
care costs is a lost battle. Certainly, there are factors

beyond an employer's control that have led to major
increases in the cost of health care. These factors are
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tions may have shifted the balance of power in several
states, blocking new tort reforms and possibly endan-
gering reforms already on the books.

Secondly, get involved with tort reform efforts in
your state. ATRA says it expects reform legislation to
be introduced this year in 28 states and the District of
Columbia. In addition, ATRA expects existing tort re-
forms to come under attack in 22 states. To get in-
volved, contact your local Chamber of Commerce and
other industry groups for more information. And, you
can write ATRA at 1212 New York Ave. N.W., Suite
515, Washington, D.C. 25005.

Finally, write to your senators and representatives
to tell them how badly the nation needs the uniform
product liability reform legislation that Sen. Robert
Kasten, R-Wis., is expected to introduce soon.

The time to enact tort reforms is now-not sev-
eral years down the road when liability insurance
premiums are again soaring.

N health costs

well-known, including the aging of the population, an
increasing pool of retirees requiring expensive medical
care and the proliferation of sophisticated medical
technology that means more diseases and illnesses can
be treated-but at an enormous cost.

However, there is plenty that employers can do
to better control costs, and these remedies lie be-
yond simply shifting costs-through higher deductibles
and coinsurance-to employees.

Employers have to truly manage health care costs.
They and their insurers or third-party claims adminis-
trators have to identify-through analysis of thousands
of claims-those health care providers that provide
high-quality, cost-effective care. Once that is done,
powerful incentives have to be given to employees to
use those providers.

Managing health care costs involves other steps as
well. For example, we wonder why more employers do
not establish mail-order prescription drug programs.
Under these programs, for employees to receive the
highest reimbursement, they must have prescriptions
filled through mail-order firms that purchase drugs in
great quantities and at considerable discounts, passing
on those savings to employers.

And, we wonder why more firms do not offer well-
ness and medical screening programs. These programs
can keep employees healthier and spot medical condi-
tions before they grow into catastrophic expenses.

In short, health care costs can be controlled, but
only through concerted employer action.
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Day.care Liability Isn't Kids' Stuff !

©General Star Management Company 1991

But We Found A Way To Say Yes

We didn't go looking for day-care
liability-it came looking for us. So we
studied the problems and developed
the expertise to put together programs
that work better for everybody.

Now we' re writing primary coverage
for state-licensed day-care centers in
22 states-and even providing training
seminars to help their staffs reduce
potential liability.

But we' re not just kidding around.
We've developed a strong expertise
and attractive programs for other
unique and specific risks, like

« Underground storage tanks
- Horse shows

» Excess police professional
-E&O0
* Movie/entertainment production
* Summer camps
» Racing teams
So when you're looking for a better
way to cover a tough risk, look to
General Star. We'll find a way to say yes.

GENERAL
STAR

« Market Stability
« Financial Strength
« Underwriting Quality

General Star Management Company, Stamford, CT

Specialty underwriting for primary and excess risks
through appointed surplus lines brokers

New York (212) 770-0150 Los Angeles (213) 383-7734
Chicago (312) 207-5400 Stamford (203) 328-5700

Hartford (203) 297-4100
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Haggar cuts premature births over 50%

Haggar Apparel Co. is signifi-
cantly reducing both the cost and
number of premature births among
its largely female workforce by
boosting prenatal care benefits,
paying for care directly and pro-
viding free Frenatal education

Premature births have been cut
by more than 50% over the past
two years, according to Mark Ro-
binson, manager of Haggar's pre-
natal wellness program, known as
Haggar Healthstyles.

In 1988, when Haggar introduced
the program, 26 employees gave
birth prematurely.

That number was cut to 24 in
1989 and 11 in 1990, Mr. Robinson
said.

Premature birth was defined as a
birth less than eight months into
term with the infant weighing less
than 5 4 pounds.
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Benefit beat

And, the Dallas-based clothing
manufacturer ha5 reduced the av-
erage cost of a pre-term birth 14%
to $24,633 in 1990 from $28,643 in
1989. An average full-term birth
costs the company about $2,000.

Haggar self-funds its health care
benefits.

Ninety-three percent of Haggar's
nearly 6,000 employees are women,
and 17 %-or about 950-are preg-
nant at any given time. Women
working at all corporate facilities
can use the program, which is pri-
marily targeted at four factories in
the Rio Grande Valley in South
Texas.

Mr. Robinson said Haggar im-
plemented its Healthstyles pro-
gram in late 1988 after experienc-

ing a much higher-than-normal
rate of premature births.

"Our workforce in the Valley is
primarily Hispanic and poor, so
their education level tends to be
low," Mr. Robinson explained.

"When the women were required

* to pay costs up front and then get
reimbursed, many women didn't
even visit a doctor until the se-
venth month. By then, it was too
late, and complications cften oc-
curred," he said.

Under the program, Haggar
began covering 100% of the cost of
prenatal care if the mother seeks
care in the first trimdster.

The company will cover 80% of
the cost of care if the mother first
seeks it later than the first trimes-
ter.

Haggar previously covered 80%
of prenatal care, no matter when
the mother first sought care.

In addition, Haggar now dire:tly
pays for the cost of prenatal care
instead of reimbursing employees.
Since Haggar improved prenatal
care benefits and began paying the
cost of care directly, it has seen "a
dramatic increase in the number of
doctor visits made in the first tri-

mester," according to Mr. Robin-

The educational program, called
"Babies and You," is a four-part
series of classes provided free in
both English and Spanish by the

March of Dimes.

The four one-week courses cover
the basics of childbearing, healthy
families, drug and alcohol usage
during pregnancy, and stress man-
agernent.

As an added incentive, Haggar
provides all women who attend the

four courses a free infant car seat.

Since the courses began, 282

This simple device

can work miracles

on your retiree
health care costs.

-INnce-

GH-1087

If you have to deal with the rising
costs of employee benefits every day, we
may have some good news for you. We

offer a choice of health care plans that
can reduce the premiums you and your
Medicare-eligible retirees are currently
paying and can raise the benefits for

everybody - employer and retirees alike.
All it takes is one fast call to

Humana® to find out about them.

These Humana plans are extremely
cost competitive and offer guaranteed
issue with no medical questions or
"pre-existing condition" waiting

periods.

Call John Poole today to find out more
' about how you can provide your retirees
with the health care protection they've

John Poole

earned and the Medicare cost savings your
company deserves.
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Offered by Humana Insurance Company and
Humana Care Plan, Inc.
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women have completed the series
and not one of those women has

had a premature birth, according
to Mr. Robinson.

Retirement savings

Nearly 70% of working Ameri-
cans would prefer that their em-
ployers defer on a pretax basis a
portion of their salary to a retire-
ment savings plan rather than re-
ceive the money as current pay, re-
ports a study commissioned by the
Employee Benefits Research Insti-
tute.

Sixty-eight percent-or 728-of
1,071 respondents to a survey con-
ducted last fall by The Gallup Or-
ganization Inc. said they wished
their employers required that a
portion of pretax salary be de-
ferred to a retirement savings
plan.

Among those respondents willing
to contribute to a retirement plan,
799-or 575-said they would be
willing to make contributions even
if they were denied access to the
money under any conditions until
retirement.

Those survey respondents said
they would be willing to contribute
10% of their pretax salary on aver-
age to a retirement plan even if
they could not touch the money
tintil retirement.

Fourteen percent-or 150-of
survey respondents said they
would not make pretax salary con-
tributions to a retirement plan if
they could not get at the money
before retirement.

However, 73%-or 110-of those
respondents said they would con-
sider the arrangement if they could
withdraw money without penalty
to purchase a home or pay medical
or educational expenses.

These respondents said they
would be willing to contribute up
to 14% of their salary on a pretax
basis under no-penalty-for-early-
withdrawal conditions.

Among the 33 respondents-or
396-who said they would not con-
tribute to a retirement plan even
if they were allowed access to the
account under certain conditions,
eight respondents said they would
change their minds if their em-
ployer provided a 50% match to
their contribution.

The survey also found that
709-or 750-respondents believe
employers should be required to
provide retirement benefits for all
employees.

And, 66% of those respondents-
or 495-said retirement benefits
should be provided even if it meant
lowering salaries for employees.

In addition, 41%-or 439-of all
survey respondents said they
would pass up an attractive job
offer to remain with an employer
long enough to qualify for full re-
tirement benefits, while 44%-or
47 1-said they would not, and
13%-or 139-said they were not

The remaining 2% did not re-
spond.

Survey participants also were
asked what they would do if they
were to leave their jobs with a cash
retirement benefit equal to three
months' pay. Fifty-nine percent-
or 632-said they would save the
money for retirement, but 82%-or
878-said they would save the
money for retirement if their em-
ployer transferred the money into

an individual retirement account.

A summary of "Public Attitudes
on Retirement Income and Sav-
ings" is available to the public for
$75. The full report costs $275.
EBRI members can obtain either a
summary for $25 or the full survey
report for $75. The summary and
full report can be obtained by call-
ing Debbie Moss at EBRI: 202-775-
6315 or write EBRI, 2121 K. St.

N.W., Suite 600, Washington, D.C.
OO0 =7F -1l =Soas . 1



Medicare recovery

Continued from page 1
mailings-the first of which will
begin this month-to employers to
track down group health care in-
formation for older employees and
other beneficiaries affected by the
Medicare Secondary Payer pro-
gram.

The first mailing will determine
if the employer was covered by the
Medicare Secondary Payer pro-
gram. For example, small employ-
ers-those with fewer than 20 em-
ployees-are exempt from the part
of the program that made employ-
ers the primary payer for older
workers and their spouses.

Small employers and employers
that haven't offered a health care
plan since Jan. 1, 1983-the first
year the Medicare Secondary Payer
program went into effect-simply
should return the questionnaire in
a prepaid envelope. Other employ-
ers should not return the question-
naire.

A second HCFA mailing-ex-
pected sometime in March-will go
to about 5,000 major employers.
HCFA will use information gath-
ered in this mailing to determine to
which department the last ques-
tionnaire should be sent.

The last and most detailed ques-
tionnaire-expected to be mailed
early this summer-will ask em-
ployers for employment history
and health care coverage for em-
ployees that may have been af-
fected by the Medicare Secondary
Payer program.

In all, HCFA will be asking for
information about 8 million peo-
ple. In some cases, employers will
have to supply information going
back to 1983.

Benefit lobbying groups and
consultants say this requirement
will impose a major administrative
burden on employers with many

employees affected by the Medi-
care Secondary Payer program.
"Employers have a tough enough
time keeping track of current em-
ployees, let alone individuals who
may not have worked for a com-
pany for years," noted Henry Sa-
veth, a principal with A. Foster
Higgins & Co. Inc. in New York.
"This will be quite a daunting
task for a company with many dif-
ferent divisions, which may have
sonne records in one place, other
records in other places, some in-
formation on PCs and mainframes

'This will be a
massive data

collection effort for
some companies,’

says Mr. George.

or in filing cabinets,"” Mr. Saveth
added.

"This will be a massive data col-
lection effort for some companies,"
agreed Chris George, a consultant
with The Wyatt Co. in Wellesley
Hills, Mass.

"Many employers will have to
compile information from inactive
files," said Mark Ugoretz, presi-
dent of the ERISA Industry Com-
mittee, a Washington, D.C.-based
benefits lobbying organization
representing large employers.

HCFA officials acknowledge that
for some employers collecting
health care and employment infor-
mation going back several years
will bea daunting task.

"If you have 50 different divi-
sions and are decentralized, it is a
burden,"” a HCFA official said.

But HCFA officials say they are

taking a series of steps to reduce
that burden.

ALL THE
RIGHT MOVES

WZ help keep

i uncertainty in check.

While a 1989 law, which re-
quired HCFA to establish a pro-
gram to recover Medicare overpay-
ments, says that employers must
respond to HCFA requests for in-
formation within 30 days or face
a $1,000 fine for each individual
for which the agency requested in-
formation, officials say the agency
will be amenable to employer re-
guests for filing extensions.

"Obviously, if you have dozens
of divisions and information is re-
quested for hundreds of individu-
als, 30 days will not be enough
time. We understand thal,” a
HCFA official said.

"HCFA will be amenable to ex-
tensions,"” predicted Frank McAr-
dle, a consultant with Hewitt Asso-
ciates in Washington, D.C.

Benefit consultants emphasize
that employers that can't meet the
30-day deadline in completing the
questionnaire should quickly in-
formm HCFA that they need more
time.

"The key thing for employers is
to advise HCFA that they are
working on the questionnaire so
that a good-faith effort is indi-
cated,"” Mr. Saveth said.

Aside from giving employers ex-
tensions on completing the ques-
tionnaire when appropriate, HCFA
is setting up a toll-free telephone
number for employers that have
questions about the program.

For example, the hot line-which
is to begin operation in late Febru-
ary or early March-could be used
by an employer who doesn't un-
derstand a question on the ques-
tionnaire. In addition, the number
could be used by employers that
didn't receive the HCFA question-
naire, known as Data Match, and
by companies that want to verify
that their questionnaire was re-
ceived was received by HCFA.

The number also could be used

by employers that want informa-

Headquarters: One Liberty Plaza. New York. NY 10006. Branch Offices: Atlanta, Chicago. New York, San Francisca
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tion on how to request a filing ex-
tension and how to file the com-
pleted questionnaires electroni-
cally.

The number-800-999-1118-
will be in operation from 8 a.m. to
8 p.m., Eastern Standard Time.

After the questionnaires are
completed, they will be analyzed
by HCFA and compared to pay-

ments Medicare made for the indi-.

viduals.

If HCFA determines that Medi-
care improperly paid a claim-be-
cause the employer plan was the
primary payer-it will contact the
employer or other responsible
party, like the employer's insurer,
for repayment.

At this point, HCFA is not con-
templating interest penalties on
payments due from employers.

If HCFA and the employer can-
not agree on the amount of funds
due, HCFA can refer the case to the
Justice Department for legal ac-
tion. Federal law allows the gov-
ernment to collect double damages
from any party that was respon-
sible for making primary pay-
ments, but failed to do so.

In all, HCFA expects to recover
5600 miillion over the next three
years through the Data Match pro-
gram.

"Money is driving this big
cleanup effort,"” Hewitt's Mr
McArdle said.

HCFA has filed several lawsuits
against health insurers that ad-
ministered self-funded health care
plans for employers to try to re-
cover payments made by Medicare
that should have been made the the

employer plans. However, federal
courts have ruled that the insurers
do not have to reimburse the gov-
ernment for Medicare overpay-
ments made on behalf of benefi-
ciaries covered by self-insured
plans (BI, July 2, 1990; April 17,
A =S E= = > _ | ]
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Utah orders

surety insurer
to liquidate

SALT LAKE ClITY-Commercial

Surety & Insurance Corp., a Utah
insurer writing surety bonds in
severalstates, has been ordered
liquidated by a Utah judge after
being found insolvent.

Commercial Surety, licensed in
August 1989, was placed under In-
surance Department supervision
last November.

The company, which wrote bond
premiums and related fees of about
$860,000 in 1990, was found to be
insolvent by $1.5 million as of Oct.
31,1990.

Utah regulators petitioned for
the liquidation after they were un-
able to confirm that Commercial
Surety actually held $4.8 million of

Government National Mortgage
Assn. securities that formed the
bulk of its assets.

Commercial Surety had obtained
trust receipts supposedly confirm-
ing ownership of the GNMA se-
curities fromm Burdge Murton Capi-
tal Corp., a company controlled by
Commercial Surety officers Mark
C. Burdge and Robert V. Murton.
The trust receipts showed that the
securities were being held for
Burdge Murton by Robert H. Wy-
shak & Associates Ltd., a Los
Angeles law firm, court records
say.

However, Commercial Surety of-
ficials and Mr. Wyshak failed to
produce the GNMAs on demand or
show they were properly registered
in the insurer's name, and the de-
partment could not trace their ow-
nership independently, court
papers say.

-By Douglas McLeod
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Amoco studying cover for oil pool cleanup

By MICHAEL SCHACHNER

WHITING, Ind.-Amoco Oil Co.
is studying whether it can tap past
liability coverage to pay for the
cost of studying the effects of and
cleaning up millions of gallons of
petroleum products that have
pooled under an aging refinery and
that may have polluted offsite
property.

Meanwhile, Indiana environ-
mental and health officials dis-
agree over the level of risk the un-
derground petroleum pool poses to
the public.

The results of a one-year ground-
water study have given the oil
giant reason to believe that about
16.8 million gallons of various pe-
troleum products have accumu-
lated beneath its 102-year-old
plant in Whiting, Ind., says AOC, a

division of Chicago-based Amoco
Corp.

Since the refinery began operat-
ing, various petroleum products
have gradually seeped under-
ground to a level that is above the
groundwater, according to the
Amoco study that was begun in
late 1989.

AnNnd, in announcing late last
month the results of the study,
company officials said it is likely
that sorne of the 400,000-barrel
pool of gasoline and crude, lubri-
eating and heating oils has moved
beyond Amoco's property.

However, the petroleum pool has
not polluted groundwater, the
study says.

But, in order to determine
whether the petroleum pool poses
an immediate safety or health haz-
ard to area residents, Amoco is

seeking community approval to
conduct company-paid groundwa-
ter testing, as well as residential
air monitoring, at about 500 homes

1

as a "precautionary and reassuring

measure," a spokeswoman for the

company said.
Amoco will assume all of the

'We still have a lot of questions and concerns,
but Amoco's undertaking is positive, and we

hope that it will serve as a signal to its peers,’

says Corrine Wellish of the Indiana Department

of Environmental Management.

near the refinery.
While Amoco does not believe

the petroleum pool poses an imme-
diate health hazard for residents

near the refinery, the company
wants to conduct tests for benzene

levels, toxicity and combustibility

costs for the residential testing it
wishes to conduct in the homes of

residents of Whiting, Hammond
and East Chicago, Ind., the locali-
ties that surround the Amoco re-
finery.

However, the cost of this testing

The latest breakthroughs

In health care programs were

developed by people who've

never set foot in a laboratory

In creating our broadest spectrum of health care plans ever, we went to the people most
qualified to diagnose what employees need in a health program: Benefits Managers.

Together, we have developed a system that offers everything from indemnity to HMO's,
including dental and psychiatric: The Prudential Health Care Systeme

Thanks to Benefits Managers, it's just what the doctor ordered.

ThePrudential <®

© 1991 The Prudential Insurance Company of America.

is unknown, the spokeswoman
said.

To date, Amoco has spent about
$2 million on consulting fees and
for installing about 150 groundwa-
ter monitoring devices, the spokes-
woman said.

Amoco likely will spend $15 mil-
lion this year for onsite repairs and
remediation of the petroleum pool,
she said.

A spokesman in Amoco's corpo-
rate headquarters in Chicago said
company officials are reviewing
whether the company can tap any
past or present liability insurance
to cover all or some of the incurred
and future costs related to the
project.

The spokesman said that Amoco
operating divisions generally
maintain a self-insured retention,
above which the parent company
purchases commercial excess lia-
bility coverage.

However, he declined to elabo-
rate on the details of the insurance
program covering the Whiting re-
finery.

The Insurance Services Office
Inc.'s 1986 occurrence-based and
claims-made commercial general
liability forms excludes all cover-
age for pollution liability. But,
sudden and accidental pollution-
which various courts have defined
differently-was covered under an
endorsement in pre-1986 compre-
hensive general liability policy
forms.

The Indiana Department of En-
vironmental Management in India-
napolis is pleased Amoco under-

took a "massive volunteer

cleanup," said Corrine Wellish, as-
sistant commissioner of environ-
mental response with the depart-
ment.

The department is responsible
for, among other things, ensuring
that companies operating in Indi-
ana comply with a federal law on
proper storage of non-renewable
materials.

The department also will ulti-
mately decide what cleanup or
other measures Amoco must take.

"We still have a lot of questions
and concerns, but Amoco's under-
taking is positive, and we hope
that it will serve as a signal
to its peers,"” Ms. Wellish com-
mented.

Neither the IDEM nor the U.S.
Environmental Protection Agency
has classified the petroleum pool at
the Amoco refinery as an environ-

mental and health hazard. Both

agencies note that drinking water
for area residents is drawn from
Lake Michigan and not from
groundwater.

However, Greg Steele, an en-
vironmental epidemiologist with
the Indiana Department of Public
Health in Indianapolis, asserted
that a 100-year-old accumulation
of 400,000 barrels of petroleum
products that has drifted off-
site is "definitely a health haz-

ard.”

Mr. Steel said the Department of
Public Health will review all sam-
ples taken by Amoco to determine
what actions the company will
have to take to remedy the prob-
lern.

If benzene is detected at a level
6f more than 10 parts per billion
and can be traced to the plant, then
federal, state and local authorities
would require the company to take
"the appropriate measures" to re-
move the contaminants, Mr. Steele
said.

Benzene is a "major cancer-
causing material in humans that is
also highly combustible,” Mr.
Steele explained.

Mr. Steele said the Department
of Public Health will review
Amoco's reports on ground and air
tests. The department then will
offer its recommendations to the

o N> e E—_——um _ L]
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Hazardous waste cover litigation

Policy trigger is hot issue: Lawye rs

By STACY ADLER

NEVW YORK-Deciding which
insurance policies should be trig-
gered to pay for pollution cleanup
costs is one of the critical issues
that will emerge in future hazard-
ous waste coverage litigation, at-
torneys say.

In addition, questions about
whether a policyholder expected or
intended the pollution and ques-
tions about what constitutes an oc-
currence under comprehensive
general liability insurance policies
also will be hotly contested in fu-
ture coverage lawsuits, they say.

Attorneys discussed the future of
hazardous waste coverage litiga-
tion at a program titled "Insur-
ance, Excess and Reinsurance Cov-
erage Disputes,” sponsored last
month by the Practising Law Insti-
tute in New York.

The attorneys, most of whom
represent insurers in coverage dis-
putes, acknowledged that attempts
to dispose of pollution coverage
lawsuits quickly by arguing that
cleanup costs do not constitute
"damages" as defined in the CGL
policy have not been largely suc-
cessful before state supreme
courts.

To date, supreme courts in five
states-California, Massachusetts,
Minnesota, North Carolina and
Washington-have found that pol-
lution cleanup costs are insurable
"damages" under the CGL policy
(Bl, Dec. 31, 1990).

Only the supreme courts of

Maine and New Hampshire ruled
in favor of insurers on this thresh-

old issue.

However, even if policyholders
win on the "damages" issue, they
face several other critical battles
before coverage is granted.

Which policies are triggered by a
pollution coverage lawsuit "clearly
will be one of the next major
issues," said Irene Sullivan, an at-
torney with Skadden, Arps,
Meagher & Flom in New York.

The trigger of coverage issue "is
a question of which policy will re-
spond; not whether there is cover-
age," said Ms. Sullivan.

The question of whether an in-
surer's duty to defend is triggered
when a policyholder receives a
government letter requesting or
demanding participation in a haz-
ardous waste cleanup is one of the
first "trigger”
addressed, she said.

Often, either the U.S. Environ-
mental Protection Agency or a
state environmental agency will
send a letter naming the policy-
holder as a "potentially responsi-

issues that must be

ble party" for a cleanup.

Whether these so-called PRP let-
ters trigger an insurer's duty to de-
fend will be hotly litigated, ac-
cording to Ms. Sullivan.

CGL policies require an insurer
to defend against lawsuits, she ex-
plained. But these cases will focus
on whether these PRP letters are
the equivalent of a lawsuit for the
purpose of triggering the duty to
defend, she said.

Courts that have already ad-
dressed this issue are divided, ac-
cording to Ms. Sullivan. "There are
cases that go both ways."

The next trigger of coverage
question involves which policy
years must respond to a policy-
holder's claim for cleanup costs.

Policyholders and insurers could
advance four main trigger-of-cov-
erage theories in these disputes,
explained Ms. Sullivan:

» The "exposure" theory, which
advocates that only those policies
in effect when the property was
exposed to hazardous chemicals
are triggered.

- The "manifestation” theory,
which advocates that only those
policies in effect when the property
damage is manifested are trig-
gered.

= The "actual personal injury or
property damage" theory, which
advocates that only those policies
in effect when there is actual
bodily injury or property damage
are triggered.

- The "triple trigger" theory,
which advocates that every policy
from the first exposure to hazard-
ous substances through manifesta-
tion of property damage is jointly
and severally liable.

"The few trigger-of-coverage
cases which have beeh decided in

>

bl

the hazardous waste area aren’'t

much help in determining where
the law is going to go," said Ms.
Sullivan, noting that rulings have
adopted all four theories.

"Trigger of coverage is an in-
surer vs. issue, explained
In asbestos coverage

insurer”
Ms. Sullivan.
litigation, insurers often opposed
each other when arguing trigger-
of-coverage issues.
often advocated different triggers
of coverage in different cases, de-

pending on the circumstances of
each case.

In fact, insurers

"Insurers are trying to be more

consistent” in hazardous waste
suits, said Ms. Sullivan. Each in-

surer is trying to at least advocate

one trigger of coverage position in
all cases, she said, though there is
still not widespread agreement
among insurers about which is the
right trigger, she added.

Often insurers take the same
trigger-of-coverage positions in
hazardous waste coverage litiga-
tion that they took in asbestos cov-
erage suits, according to Ms. Sulli-

Further, the precedents set in the
asbestos coverage disputes will af-
feet hazardous waste cases, she
said. Asbestos property damage
litigation will be particularly in-
fluential, added Ms. Sullivan.

Another critical issue in hazard-
ous waste coverage litigation in-
volves whether an insurer can
prove a policyholder expected or
intended the damage and, there-
fore, is not insured for the damage,

Courtesy of IBM
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attorneys say.

"The most basic concept that is
implicit in all insurance policies is
a requirement that the event be
fortuitous," explained Barry Os-
trager of Simpson, Thatcher &
Bartlett in New York.

Mr. Ostrager represented Tra-

velers Insurance Co. in a massive

coverage dispute with Shell Oil Co.
over costs to clean up the Rocky
Mountain Arsenal near Denver. In-
surers convinced the jury that
Shell expected or intended the pol-
lution and, therefore,
sured (BI, Dec. 26, 1988)

"The fact pattern of the Shell
case is not radically different from
most other hazardous waste

is not in-

cases," said Mr. Ostrager. He be-
lieves that in many cases proper
investigation can reveal evidence
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Primary, excess insurers can fight like family

By STACY ADLER often drop down for a visit," he excess insurers become g articu- have held that exhaustion of the insurer to liability

quipped larly strained when the po:icy- primary limits means something Just as there is no contractual

NEW YORK-Primary and ex- "We all have our limits The ex- holder faces overwhelming liabil- less than paying out the full policy relationship between married peo-
cess insurers are part of the same haustion of these limits is critical ity, like a multimillion-dc-llar limits, Mr Savino said Further, ple and their in-laws, there is no
"family" of insurers and have a re- in this (insurance) in-law relation- hazardous waste cleant-p, he said this rule could become a maijority contractual relationship between
lationship much like married cou- ship," Mr Savino explained Often policyholders in tnese view in the 1990s, he predicted primary and excess insurers, he
ples and their in-laws, according to As with so many husbands and cases seek coverage that spans dec- Another question involves said A legal question arises as to
attorney William Savino wives who find themselves in con- ades In such a scenario it is eom- whether an excess insurer has the whether the excess insurer can sue

"Like most families, these (in- flict with their in-laws, primary mon for a primary insurer in one ability to sue a primary insurer the primary insurer in the absence
surance) in-laws tolerate each insurers and excess insurers also policy year to be insolvent )r oth- when the primary insurer fails to of any contractual relationship be-
other and often are forced to deal may find themselves in conflict, he erwise unable to pay claims. When accept a reasonable settlement tween them

with each other whether they like said this happens, the policyholder may within policy limits, he said "There is a trend to allow the ex-
it or not," quipped Mr Savino, " Like with other families It 15 ask that the excess insurer in that If the prlmary insurer does not cess insurer to sue the prlmary in-
who is with Rivkin, Radler, Bayh often hard to know how to act to year drop down and pay claims agree to the settlement, a court can surer directly even though there IS
Hart & Kremer in Uniondale, N ¥ avoid conflict,” Mr Savino said unpaid by the primary .nsurer award a judgment that exceeds the no contractual relationship,” Mr

Mr Savino discussed the prob- Relations between primary and A "growing minority" of courts primary layer, exposing the excess Savino said -

lems that arise between primary
and excess insurers in coverage lit-
tgation during the "Insurance, Ex-
cess and Reinsurance Coverage
Disputes" seminar held last month
in New York and sponsored by the
Practising Law Institute

Mr Savino specifically referred
to problems that arise when a pri-
mary insurer becomes insolvent,
causing the policyholder to ask an
excess insurer to drop down and

When time is your

Just as we may drop by our in-
laws, these (insurance) in-laws - 1:1» N &

Pottution cover biggestconcern. -~

Contznued from previous page

similar to the evidence that insur-
ers used to show that Shell ex-
pected or intended the pollution
For example, insurers found evi-
dence that Shell employees routin-
ely removed the carcasses of ducks
killed by pollutants from the prop-
erty
Mr Ostrager also said that it is
irrelevant if the policyholder can
show he may have expected to r
cause some environmental damage,
but not all the damage that ac- ‘- 1 it P, .
tually occurred a 4 _
If a person intends to shoot off b 0T "
his toe, but accidentally shoots off --
his entire foot, there is no cover- . (y 55
age, said Mr Ostrager by way of o
example Although the person may -
not have intended to damage his
entire foot, there is no coverage
because he intended to cause dam-
age It does not matter that the I - ] -
damage actually caused was - 50

greater than the damage expected, A4 % - R
he said -:N.,+ a4’ - —-..-4_. O ...:f . O/0 -

"The cases properly hold that If
you commit injury or damage from —f
what you intend, you don't have
insurance coverage," said Mr Os-
trager

Another critical question in haz-
ardous waste coverage cases is

what constitutes an -occurrence” *45
under the CGL policy, attorneys '
say

Determining the number of oc-
currences is important because it
affects the limits of coverage and
the application of deductibles, ex-
plained Ms Sullivan, noting that
the CGL policy has per-occurrence
limits and per-occurrence deduct-
ibles

"If there IS one uninterrupted
cause of the damage then there is

only one occurrence,”" she said
However, if there are many causes
of the pollution, than there can be
multiple occurrences

For example, thousand of claims
were filed due to exposure to Agent
Orange, a defoliant used during the
Vietnam War Insurers for the
chemical manufacturers argued
that the production of Agent Or-
ange was the single occurrence
that gave rise to all of the claims
Manufacturers, on the other hand,
argued that each spraying was a
Separate occurrence

"The number of occurrences
Issue gives the court the opportu-
nity to maximize coverage if It
wants to," said Ms Sullivan By
finding that multiple occurrences
have taken place the court can give
the policyholder access to in-
creased coverage limits, she ex-
plained
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VWork comp covers church ‘volunteer

By LOUISE KERTESZ written resume when he applied

cansose. oo masene. . GOUTt finds employment relationship oot e mrevsacus:

Church of Cupertino

worker injured on the lob is enti- However, he did not complete an
tled to workers compensation ben- How a worker or employer de- workers comp coverage for "char- assistance is entitled to workers employment application

efits even though his employer-a scribes the worker's status is irrel- ity" employees working fir a pri- compensation benefits " Before being injured, Mr Hopp-
private, non-profit religious orga- evant when determining the actual vate entity in more than 50 years, The 1981 nigh court decision, in- mann worked for 160 hours

nization-believed it offered him status, emphasized Presiding said Howard M Levin, a San Jose 5 olving -Los Angeles County, "alongside paid heensed contrac-
the work for charitable purposes, a Judge Walter Capaccioli of the 6th attorney representing the in] dred ' overruled a Depression-era deci- tors, unpaid church volunteers and
California appellate court has District Court of Appeals worker. sion finding orkfare participants persons like himself paid $5 an
ruled The Jan 11 decision reverses an Judge Capacc1011 said the unani- (are) not employees,” Judge Ca- hour," according to court papers
Any employee is covered by the April 1990 ruling by the state mous ruling was based on a 1981 paccioli said No taxes were withheld from his
workers compensation system if Workers Compensation Appeals state Supreme Court ruling that In the most recent case, Thomas wages, the papers said
"an employment relationship Board "an indigent person required to Hoppmann-described in the rul- Mr Hoppmann was paid partly
exists," the court ruled It also is the first decision on work in order to receive general ing as ar incigent-:urnished a from "a benevolent fund or assis-
tance fund which was to be used
for charitable purposes”™ and
partly "from proceeds of a con-
struction loan earmarked for
church renovation,”
said
On April 7,1987, Mr. Hoppmann
"sustained multiple injuries when
he fell off a roof while doing roof-

court papers

That's when to call Affiliated FM and Appalachian We can also make available our engineering

Insurance Companies. We can tailor a property resources-resources helpful in reducing or con- An employer cannot
policy and get it out the door quickly. That's trolling property losses and in satisfying your escape its duties by
one reason brokers are starting to see us from a clients' needs. calling a hiring
different perspective. So, if you want insurers who provide flexibility, ‘charitable.’
Affiliated FM and Appalachian are rated service, and financial stability, talk ro one of our the court says
A+ by Best's We offer a complete product line Commercial Property Operations Managers. And ’
for propierty risks-jncluding an"?ll risk" icy get a new perspective on property insurance.
that's simple, comprenensive, and flexible. We - ing work" for the church, the deci-
) Affiliated FM Insurance Company mon said When he was admitted to
Il have a proven track record of serving brokers who . o e
. . ) Appalachian Insurance Company a local hospital "in great pain,” he
require fast, competitive, and complete service. Associated with Allendale Mutual InsuranceCo. ddscribed himself as a "volunteer"”
We put you directly in touch vath our A member of the Factory Mutual System for the church, the appeals court

said

underwriters for fast responses. We've even East Central (216) 524-9300 Midwest (708) 572-0300 A workers compensation judge

been known to hand-deliver a policy NewhYOor{he(aZOth%Zé%ps%o(ys %)Jch3§-87OO ruled in March 1989 that there was

in apinch. And,ourclaims handling st 404) 955-2700 an employment relationship and
L. . . West (818) 704-1133,(213) 873-1722 that that relationship entitled him
is just as fast, just as efficient, Affiliated FM Insurance Company to compensation
and certainly, fain Canada (416) 494-7111, (514) 485-1520 But, in a 2-1 decision, the Work-
ers Compensation Appeals Board
'” reversed that ruling on the grounds
- that Mr Hoppmann was not a
[T TS church employee
However, the state appeals court
reversed the workers comp appeals
board decision "It would make no
difference what (Mr Hoppmann)
- - said or what (the) church believed,
v rfl it - because the reality of the situation,
) not the parties' characterization of
. - - the relationship, controls the out-
come," the court ruled
"Where the traditional features
of employment are present-con-
sent of the parties, consideration
for services rendered, and control
of employer over employee-the
presumption is employee status,”
the court ruled
"The law confers employee sta-
tus under the Compensation Act
when an employment relationship
in fact exists, and an employer
cannot escape the obligations of
such a relationship by characteriz-
ing his hiring of an employee as
‘charitable,' by failing to report it
[ to the Internal Revenue Service,
nor by paying below-scale wages,
the court ruled
As a result of the decision, the
church's workers compensation in-
surer, Maryland Casualty Co , must
reimburse government agencies for
Mr Hoppmann's medical bills
Mi Hoppmann also will receive
temporary disability payments of
$112 a week beginning on the date
of his injury and ending when his
"condition is permanent and sta-
tionary,"” Mr Levin said
At that point, Mr Hoppmann
could receive "a small amount of
permanent disability” payments
and also may be eligible for voca-
tional rehabilitation, Mr Levin
said
The church paid $553 in workers
compensation premiums on an an-
nual payroll of $5,000 in 1987,
when Mr Hoppmann was hired,
according to court papers
The church will not appeal Judge
Capaccioli's decision, said Paul
Ko, an attorney for the church with
Grey & Prouty in San Mateo
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PRIMA appoints vWwWall

as executive director

By MEG FLETCHER

ARLINGTON, Va.-A former
hospital association executive is
the new executive director of the
Public Risk Management Assn.

Martin A. Wall joined the Ar-
lington, VVa.-based association of
public entity risk managers last
month after nearly nine years with

the American Osteopathic Hospital
Assn. in Alexandria, Va. He most
recently was senior vp of the
AOHA and previously handled
governmental affairs for the asso-
ciation.

In addition, he served as a gov-
ernment relations representative

for the American Hospital Assn.
from 1978 to 1982.

"I'm impressed with PRIMA's
leadership and staff and am ex-
cited about the prospect of contri-
buting to the continued growth of
the organization and the risk man-
agement profession,” Mr. Wall
said.

Although PRIMA has "a very

different” orientation from the

hospital organizations where he

'1'm impressed with PRIMA's
leadership and staff and am

excited about the prospect of

contributing to the continued

growth of the organization and

the risk management profession.’

2]

has worked, Mr. Wall said he sees
risk management as an emerging
and growing profession.

Public entity risk managers face
particular challenges because they

t RLI, service

in the field is
measured by how promptly
we respond to our
customers’' needs. Our fast
quote turnaround and
standard 15-day policy
issuance are certainly part

of this service. But I'm
especially proud of RLI'S

reputation asa caring

market that works with

customers to help tailor

special coverages.

How do | know we're
measuring up? | hear it
first-hand, from our valued
customers. Here's what Jim
Barnes, president of

Sherwood Insurance Services
of Northern California, had
to say about RLI:

RL1

"Whenever | need

a quick response to
coverages that are
unique and require
exceptional creativity,
my first call is to RLI.
For example, | bad

a large course of

construction risk that

included earthquake.
The client bad several
quotes, but none with
a satisfactory deductible.
| called RLI at 9:00 a.m.
By 9:30 a.m. we bad
worked out a deductible
buy-back policy that

satisfied everyone."

9025 N. Lindbergh Drive Peoria, IL 61615

800/445-5468

John R. Coleman

Vice President

RLI Northern California
Regional O#ice

We can be this responsive,

flexible and decisive because

the underwriting talent RLI
hires is the best in the
industry. Regional offices

are empowered with full
underwriting authority.
That's a tremendous
advantage, because it gives
us a decided edge. We can
present solutions to customers
and bind coverage while

competitors must wait for a
decision from the home

office.

It is exciting to bring this
new benchmark of service to
customers, especially in an
industry that seems reluctant
to shed its old image and
change its old ways. | think
it's time we as an industry

realized that service isn't the

only thing; it is everything.

-Martin A. Wall

seek to protect the myriad "human
and financial resources” of a wide
range of governmental entities, in-
cluding municipalities, schools,

transit districts and park districts,
he said.

Mr. Wall said he would like to
help develop a positive image of
public entity risk management by
emphasizing the impact a risk
manager's duties have on the lives
of individua-. citizens.

However, that task may be diffi-
cult because risk managers who do
their jobs well typically don't get a
lot of attention from the general
public, he added.

Mr. Wall, 40, expects that his ex-
perience in managing associations
and governmental programs will
be useful to PRIMA.

Officials of the public entity risk
management group agree.

Mr. Wall "possesses a broad
background of skills and experi-
ence in association management
that will serve PRIMA well in car-
rying forward our strategic plan
and ensure PRIMA's continued
growth and development as an as-
sociation,"” according to PRIMA
President Tom Phillips, risk man-

ager for the city of Santa Monica,
Calif.

Mr. Wall observed that PRIMA's
membershif is at an all-time high
of 1,868, an increase of 12% from
last year.

PRIMA's main membership in-
cludes 1,478 governmental entities
and 121 risk pools. Among
PRIMA's other members are 144
insurance industry members and
102 academicians.

PRIMA's growth is likely to con-
tinue, despite the economic slow-
down, Mr. Wall said.

"When times are tough, risk
management is a real asset," he
said. It typically saves money,
though that can be hard to quan-
tify except through the use of sta-
tistics, he added.

Mr. Wall said he plans to con-
tinue PRIMA's emphasis on pro-
viding education and training op-
portunities for public entity risk
managers through its conferences,
seminars, publications, videos, leg-
islative tracking services and risk
management library.

In addition, Mr. Wall said he is
looking forward to continuing
PRIMA's "collegial” relationship
with the New York-based Risk &
Insurance Management Society
Inc. and other groups that repre-
sent governmental finance and
business officers.

Prior to working for the hospital
associations, Mr. Wall began his
career working for the federal gov-
ernrment.

Mr. Wall was a legislative ana-
lyst for the U.S. Department of
Health, Education and Welfare
from 1976 to 1978; a staff member
for the U.S. House of Representa-
tives' Labor/Health, Education
and Welfare Appropriations sub-
committee from 1975 to 1976; man-
agement director of the President's
Committee on Mental Retardation
from 1974 to 1975; and program

manager fer the Veterans Adminis-
tration from 1972 to 1974.

Mr. Wall holds a master's de-
gree in public administration from
American University in Washing-
ton, D.C., and a bachelor of arts
degree from Ohio University in
Athens.

Mr. Wall succeeds Bradley John-
son, who left PRIMA last year to
join the public entity division of
broker Sedgwick James Inc. in Co-
Tl armaksi=sa. = _ = _ |



YOURE PROTECTED

EVERY STEP OF THE WAY.

AN i

SR

Asbestos removal disrupts your tenants
and your cash flow. But maintaining
asbestos in place leaves you liable for your
tenants asbestos-related losses or illnesses.

Now, for the first time, you can purchase
liability insurance that protects you while
you maintain your asbestos.

Never before available, this revolutionary

insurance frees you to plan abatement

around tenant turnover without risk of
asbestos liability.

ERIC offers liability protection for
asbestos you won't remove for years. Cover
only your short-term needs or a long-term
asbestos management program.

ERIC’s new asbestos liability policy is
occurrence-form, available on A rated
paper, ready to be tailored to your man-
agement plan.

Get protection every step of the way—
before, during and after asbestos abatement.
Don'’t pussyfoot around.

Call your insurance broker or call
ERIC today. Glen Sibley, Vice President,
National Sales Manager, ERIC Under-
writers Agency, Inc., 7257 South Tucson
Way, Suite 140, Englewood, Colorado
80112, 1-800-234-9221.

ERIC

GROUPE INC.

Solutions to
Environmental Risk
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lllinois employers offered Eno frills'
Group health plan offe rs 40% savings to small companies

By ADRIENNE C. LOCKE

CHICAGO-BIlue Cross & Blue
Shield of lllinois is the first insurer
in the state to write a "no frills”
group health care insurance plan
for small employers.

Small employers under a new
state law can offer a smaller bene-
fits package than the insured plans
large employers are required to
provide.

Deductibles and out-of-pocket
requirements are higher under the
new "Blue Cross Basic" plan. But
rates are about 40% lower than
rates for other BC/BS small-group
coverage, and those savings will
allow more employers to offer
health insurance, said Brian VVan
Vlierbergen, vp and general coun-
sel in Chicago.

"We think the new Basic plan
will significantly reduce the num-
ber of employees in small business
who are now uninsured because
they can't afford present group po-
licies,"” he said.

Mr. Vlierbergen said he had no
estimates on how many of the
state's 600,000 working uninsured
are employed by small companies.

The Small Employer Group
Health Insurance Law, enacted
late last summer, allows plans of-
fered by firms that have 25 or
fewer workers and have not pro-
vided health coverage in the last
year to provide only basic cover-
age, including hospital and phys-
ician charges and the cost of mam-
mograms for women over age 35
(BIl, Sept. 17,1990).

Those companies will be exempt
from requirements to provide men-
tal health and substance abuse
coverage.

The law also allows insurers to
offer incentives to workers to ob-

tain health care from certain doct-

ors or hospitals, but insurers may
not require workers to obtain care
from certain providers.

The new Basic plan covers:

= 70% of the cost of inpatient
and outpatient hospital care ob-
tained from a BC/BS of lllinois
preferred provider organization
and 50% of the cost of care ob-
tained from providers outside of
the network after deductibles.

The standard plan for small
groups covers 85% of care obtained
from network providers and 65% of
the cost of care from other provid-
ers after deductibles are met.

* 70% of medical and surgical
costs after deductibles, compared
with 80% under the standard plan.

« 70% of emergency room care
after deductibles, compared with
100% under the standard small
group plan.

The policy also covers some ben-
efits that the state no longer re-
quires insured plans for small
groups to cover.

For example, it provides $500 of
coverage annually after deduct-
ibles for occupational, physical
and speech therapy--half of the
$1,000 annual coverage provided
by the standard plan for small
groups.

And, after deductibles, the Basic
plan covers 70% of pre-natal care
obtained from network providers
and 50% of care obtained outside
of the network.

"We haven't stripped away every
possible mandate from the Basic
plan that by law we could have,”
Mr. Van Vlierbergen said.

Like the standard plan for small
groups, the new plan:

- Caps lifetime benefits at $1
miillion.

- Applies a one-year waiting pe-
riod for pre-existing conditions.

- Requires pre-approval for
elective hospitalization.

- Requires notification within

two working days for emergency
and obstetric admission.

The new BC/BS of lllinois Basic
policy for small employers requires
sharply higher deductibles and
out-of-pocket expenses than the
insurer's standard plan for small
employers requires.

Basic plan deductibles are $1,000
for individuals and $3,000 for fa-
milies, compared with $100 and
$300 under the standard plan.

The new plan caps annual out-
of-pocket expenses at $7,500 for
services obtained from the BC/BS
of lllinois PPO but does not cap
out-of-pocket expenses for services
obtained from providers outside of

BC/BS had over 150
inquiries before noon
the first day the plan
was advertised, says
Mr. Van Vlierbergen.

the network.

Standard small-group plans cap
annual out-of-pocket expenses at
$750 for services obtained within
the PPO and at $8,750 for care
from other doctors.

However, premiums for the Basic
plan are much cheaper than premi-

ums for standard BC/BS of lllinois

small group plans.

For example, the monthly Basic
plan premium for a 25-year-old
single male is approximately $57,
compared with $96 under the stan-
dard plan.

Basic coverage would cost a 25-
year-old single mother $100 a
month, compared with $170 under
the standard BC/BS small group
plan.

AnNnd, a 50-year-old woman
would pay $123 under the no-frills
plan, compared with $208 under
the standard plan.

Response to the lllinois plan has
been encouraging, Mr. Van Vlier-
bergen said.

On the day BC/BS began adver-
tising the plan, its Chicago office
received more than 150 telephone
inquiries before noon, he com-
mented.

BC/BS hopes to begin processing
applications for the plan this
month.

Six other states-Florida, Ken-
tucky, Missouri, Rhode Island, Vir-
ginia and Washington-allow
small employers to offer pared-
down group health plans, the in-
surer says.

The BC/BS plan in Virginia
offers a no-frills policy, and Blues
plans in four of the five other
states-except Florida-plan to
offer similar policies soon. |

YOU DON'T HAVE TO BE A SURETY SPECIALIST...

Th, LON 1 R AC T BOND Book

BECAUSE WE HAVE 35
OFFICES
FULL OF THEM!

You know your business inside and out. What's more,
you're successful. So why spend your valuable time learning

the surety bond business?

The answer is simple. You don't have to.
You don't have to know everything about the surety

business in order to write a bond. You only need to know the

number of the Amwest branch office nearest you.
At Amwest, surety bonding is all we do. So no one

knows the market better.

And with 35 offices throughout the United States, no

one can service you as well either. Because we make it a point

to get to know you, your needs, and the needs of your

clients as well.

So, whether it's a small bond, a big bond, or an unusual
bonding request, call Amwest. Whatever your next bonding

problem may be, we'll be there to help.
Because we're experts in surety, you don't have to be.

AAMwest

Amwest Surety Insurance Company

Surety bonds. That's all we do.

Remmpn



McLane named CEO
of Aetna Health Plans

James W. M®©Lane, a senior vp
for global insurance with Citicorp,
has been named the first chief ex-
ecutive officer of Aetna Health

Plans effective early this month.

Last year Aetna Life & Casualty
Co. of Hartford, Conn., consoli-
dated its group health benefits and
services under the name Aetna
Health Plans.

Mr. McLane will report to Ed-
mund F. Kelly, the Aetna senior vp
who had been in charge of the
health plans unit.

Other insurer changes:

Dodson Insurance Group, a
holding company in Kansas City,
Mo., announced these changes:
George W. Elkins, who had been
vp-underwriting, named to the

rrS PRICELESS, BUT
rr COULD BE YOURS
FREE!

GET THE KIT
THAT WILL

GET YOU
BUSINESS!
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1 6320 Canoga Avenue
M Woodland Hills. CA 91367

Amwest Branch Offices

NORTHEAST REGION
Albany. NY (518) 453-9441
Boston. MA (617) 328-9026
Chicago. IL (708) 571-3033

Columbus. OH (614) 221-3301
Indianapolis. IN (317) 848-4()50
Pittsburgh. PA (412) 963 1881

SOUTHEAST REGION
Atlanta. GA (404) 458-2521
Baltimore. MD (301) 539-0990
Charlotte, NC (704) 523-6567
Fi. Lauderdale. FL (305) 776-7812
New York City. NY (212) 344-7720
Orlando. FL (407) 875-3999
Philadelphia. PA (215) 563-2554
Tanpa. FL (813) 287-1576

CENTRAL REGION
Dallas. TX (214) 580-8666
Denver. CO (303) 794-1981

Houston. TX (713) 880-4545
Kansas City. KS (913} :384:1719
Minneapolis. MN (612) 541-9151

Phoenix. AZ (602) 263-1112
San Antonio. TX (5121 342-()007

NORTHWEST REGION
Fresno. CA (209) 225-8000

Pleasant Hill. CA (415) 674-9800
Sacramento. CA (916) 929-8888

- San Francisco. CA (415) 362-4300

San Jose. CA (4081 559-6988
Santa Rosa. CA (707) 526-7676
Seattle. WA (206) 485-6334

SOUTHWEST REGION
inland Empire. CA (714) 888-2277
Las Vegas. NV (702) 362-4(K)1
Los Angeles. CA (213) 3884007
Orange County. CA (714) 891-4778
Pasadena. CA {818) 795-7713
San Diego. CA (6191 233-5893
Woodiand Hills. CA (818) 884-3445

A Amwest

Amwest Surety insurance Company

Comings & goings: industry

newly created position of vp and
chief underwriting officer; and
James C. Cook named to the
newly created position of vp-re-
search and development.

Dale V. Hawk, formerly vp and
regional manager of a Farmers
Group Inc. office in Texas, named
vp-underwriting at the insurer's
Los Angeles headquarters.

Kemper National Insurance Cos.
of Long Grove, lll., announced
these changes: Thomas D. Weaver
elected a vp of American Protec-
tion Insurance Co., a Kemper sub-
sidiary, and named highly pro-
tected risk manager of the Kemper
Northeast commercial lines opera-
tion based in Braintree, Mass.; and
Timothy P. Murphy also elected
vp of American Protection and
named highly protected risk man-
ager for the Kemper commercial
lines office in Overland Park, Kan.

Thomas Shea promoted to vp
with New York Life Insurance Co.

He is to coordinate efforts to mar-
ket 401 (k) plans to small and mid-
sized companies.

Stephen T. Chambers named
vp and manager at the Cranbury,
N.J., headquarters of Continental
International, a Continental Corp.
unit. He is responsible for all ma-

rine insurance operations outside
North America for Continental In-

ternational & Marine Office of
America Corp., another Continen-
tal unit.

Northland Insurance Co. of St.
Paul, Minn., announced these pro-
motions: Daniel J. Zaborsky pro-
moted to senior vp from vp-fi-
nance; Randall D. Jones
promoted to senior vp-commercial
lines marketing from vp-specialty
lines; and Barbara L. Sutherland
named vp and assistant secretary-
corporate legal.

Gary P. Lia named senior vp-
administrative at Liberty Mutual
Insurance Co. of Boston.

Reinsurance

Societe Commercial de Reassur-
ance of Paris announced these
changes: Craig Johnson named vp
and manager of alternative risk
with SCOR Reinsurance Co. of
New York; Daniel Brooks ap-
pointed president of two other
SCOR U.S. units-Unity Fire &
General Insurance Co. and General
Security Assurance Corp. of New
York. He succeeds Jean Masse,
named president of UAP Re, a
SCOR Group company.

Gisela Brooks named vp in New
York with the U.S. branch of Great
Lakes Reinsurance Co. of Toronto.

Demarest S. Newman joined
G.L. Hodson & Son Inc., a reinsur-
ance intermediary in New Hyde
Park, N.Y., as executive vp and
assistant national production
manager.

Michael J. Tyrrell promoted to
vp in the treaty property depart-
ment of Prudential Reinsurance
Co., a Prudential Insurance Co. of
America unit in Newark, N.J.

Willard T. Donnelly named
manager of treaty operations with
Mariner Management Group Inc.
of Ridgewood, N.J.

David K. Bradford named se-
nior vp and head of the new prod-
ucts department with Reliance Re-
insurance Corp., a Reliance Group
Holdings Co. unit in Philadelphia.

Agents/brokers
Alexander & Alexander Services

Inc. named four global managing
directors: Lawrence E. Burk, for-

merly director for the Eastern

United States, appointed director
of business development; N.
Christopher E. Caton, formerly
chief operating officer of a Cana-
dian subsidiary, appointed director
of client service; Robert J.
Murphy, formerly director of the
U.S. national marketing group, ap-
pointed director of specialty
groups and risk management con-
sulting; and Robert C. Nevins,
formerly director of U.S. national
target accounts, appointed director
of marketing. All four will report
to Ron W. Forrest, senior vp in
charge of global -business opera-
tions and based in London.

David R. Bledsoe named vp of
Health Providers Service Co., a
brokerage subsidiary of the Ameri-
can Hospital Assn. in Chicago.

Johnson & Higgins announced
these changes: Robert 0. Collins
Jr., branch manager of the Louis-
ville, Ky., office, elected senior vp
of J&H in Louisville; and James
B. Meathe, manager of the Grand
Rapids, Mich., office, elected se-
nior vp of J&H of Michigan.

John C. Oliver named vp of the
claims management services divi-
sion of Sedgwick James Inc. in
Chicago. He had been the divi-
sion's Southwest regional director.

Robert M. Pryor, former presi-
dent of the Sedgwick James Inc.
office in Houston for eight years,
joined Poe & Associates Inc. as
managing vp of the Houston office.

Affiliated Insurance Consultants
Inc., a brokerage and financial ser-
vices firm in Burr Ridge, lll., an-
nounced these promotions: Gre-
gory F. Gilbertson named vp of
the commercial trucking accounts
division; and Thomas G. Klehr
named vp of the commercial prop-
erty/casualty division. |
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Most people

can't believe

it .

. when | tell them all of the services they
can receive as a member of the International Foundation-
and for about $1 per day.

| explain that the membership fee includes quarterly jour-
nals, monthly periodicals, regular newsletters and updates,

research reports, and discounts on educational programs,
books and cassettes.

Then | tell them that members also have free, unlimited
access to the most extensive benefits information center avail-

able. All it takes is a phone call to have any topic searched and
information sent-at no charge for our members.

And then | tell them that the membership covers not one,
but four members of their staff-and they can't believe it!

If you're not a member of the International Foundation,
call me and let me tell you about all of our services. My
number is (414) 786-6700. | look forward to talking withyou.

Marian L. Hansen, Membership Administrative Supervisor

0@4 International Foundation
OF EMPLOYEE BENEFIT PLANS

PO Box 69-Brookfield, WI 53008-0069+(414) 786-6700

TGS T 6 a4/

INnstitutes

American Institute for Property and

Liability Underwriters

(CPCU)

Insurance Institute of America

(11A)

CPCU®
-/,

An expanding tradition

of educational

service forthe insurance business

720 Providence Road, Malvern, Pennsylvania 19355-0770
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Report COBRA

BYADRIENNE G, LOCKE

Nnternal
Revenue Service and the Labor
Department must do more to en-
sure that alleged employer viola-
tions of COBRA benefit continua-
tion provisions are reported to the
IRS, a report by the General Ac-
counting Office says.

The GAO says that while the IRS
provides information to those ask-
ing about the sanctions for viola-
ting the benefit continuation pro-
vision in the Consolidated
Omnibus Budget Reconciliation
Act of 1985, it provides no infor-
mation to individuals denied bene-
fits on what action they can take.

"The informational material
does not suggest that persons who
believe they have been improperly
denied benefits notify (the) IRS so
it can consider imposing tax pen-
alties,"” the report by the GAO
said.

Employers that do not properly
extend COBRA benefits can face
civil action from the Labor De-
partment. In addition, a $100 a day
excise tax per beneficiary can be
levied by the IRS for each viola-
tion.

Under COBRA, employers with
20 or more employees that offer
group health care plans are re-
quired to offer the option of con-
tinued coverage if certain quali-
fying events occur, like the death
of the covered employee or divorce.
Benefits also can be extended for
job loss except in cases of gross
misconduct. Generally, coverage is
provided for 18 to 36 months, de-
pending on the qualifying event.
The amount an employer can
charge for the coverage is capped
at 102% of group cost.

With a hard property/casualty insurance market waiting in the wings,
risk managers will turn to consultants for advice on how to structure

Washington

Those who need more informa-

tion on possible COBRA violations
are referred to the Labor Depart-
ment by the IRS after being told
that "failure to comply with
COBRA requirements may violate
the Employee Retirement Income
Security Act," which is adminis-
tered by the Labor Deparment
and the IRS, the GAO report says.

The GAO says that between No-
vember 1986 and June 1989, the
IRS has received more than 8,000
telephone calls and responded to
more than 1,300 inquiries regard-
ing COBRA violations.

The Labor Department estimates
more than half of the 42,00C tele-
phone calls it received be:ween
July 1989 and March 1990 and the
nearly 3,500 letters it received be-
tween October 1988 and April 1990
on ERISA matters involved
COBRA benefits, according :o the
report.

The GAO says the Labor Depart-

ment has identified 590 instances
between October 1988 and March
1990 where it has helped people
obtain COBRA benefits.

However, the report also says the
department will not take enforce-
ment action unless more than one
beneficiary is involved.

For example, in a case involving
one beneficiary, the Labor Depart-
ment advises that person of his or
her right to sue but takes no action
itself against the employer.

The department has taken legal
action in two cases, both invilving
several beneficiaries:

« INn December 1989, Eastern

Airlines Inc. agreed to more

their risk financing programs.

violations: GAO study

quickly notify striking and laid-
off workers of their eligibility for
COBRA benefits (BI, Jan. 8,
1990).

- A federal court ruled in Febru-
ary 1990 that Dayton-Hudson
Corp. and a former subsidiary
must reimburse former employees
for medical expenses incurred
when the company prevented them
from purchasing COBRA coverage
(Bl, April 9, 1990).

When the IRS becomes aware of
possible COBRA violations, the
cases are sent to district offices,
which decide whether to pursue
them further.

The IRS says that from the time
COBRA was enacted in 1986 until
April 1990, it has referred 95 cases
to the regional offices. In that time,
only one examination had been
completed, while examination of
five other cases has begun, the re-
port says.

New deferral limits

Employees can defer up to $8,475
to their salary reduction plans this
year, up from the 1990 limit of
$7,979, the Internal Revenue Ser-
vice has announced.

INn addition, the maximum an-
Nnual benefit that can be funded
through a qualified defined benefit
plan will be $108,963, up from
$102,582.

However, the current $30,000
per-participant limit on annual
contributions to a defined contri-
bution plan remains unchanged.

In addition, for non-discrimina-
tion testing purposes, highly com-
pensated employees will be consid-
ered as those earning at least
$60,535 in 1991, up from $56,990 in
1990, the IRS said.

Insurance issues

Property/casualty insurance-
related issues will not be a priority
of the 102nd Congress, but they
will not be forgotten either, says an
insurance trade group.

Insurer solvency, repeal of the
McCarran-Ferguson Act of 1945
and product liability reform re-
main on several federal lawmakers’
agendas, according to David M.
Farmer, vp of federal affairs at the
Alliance of American Insurers.

However, "insurance will take a
back seat” to more dominant
issues, such as the war in the (Per-
sian) Gulf, the federal budget and
campaign reforms, Mr. Farmer said
at an Alliance media briefing last
month.

Mr. Farmer considers solveney
regulation the No. 1 issue for the
insurance industry.

Others have advocated a federal
role in insurer solvency regulation,
but Mr. Farmer thinks Congress’
current role of "showing the path"
to s.ates is sufficient.

"Congress has performed a very
valuable role in having these hear-
ings and investigating some of
these insolvencies," he said.

The Alliance encourages improv-
ing regulatory oversight, but the
group is firmly believes that insur-
ance regulation should be handled
by the states, he said.

However, states will have to con-
vince Congress that they can ade-
quately do the job, he said.

"The burden of proof is purely
on the states to prove that regula-
tors are able to properly regulate
the insurance industry. State regu-
lators should spend more time con-
cen=rating on solvency rather than
pricing regulations,"” Mr. Farmer

said. "The market should deter-

mine the price."

The Alliance also is preparing to
fight newly introduced legislation
that would repeal most of the
McCarran-Ferguson Act, the fed-
eral statute that gives insurers lim-
ited immunity from federal anti-
trust laws and gives the states
primary responsibility for insur-
ance regulation (BI, Jan. 21).

Mr. Farmer said the Alliance is
united in its position to oppose
changes to McCarran-Ferguson.

The group is now trying to find
out why the bill's supporters want
to amend McCarran-Ferguson, Mr.
Farmer said. "If the answer is to
reduce the cost of insurance, then
we will not change our position,”
he said.

"McCarran-Ferguson has noth-
ing to do with the cost of insurance
-underlying loss costs drive the
cost of insurance,” Mr. Farmer
said.

Another ongoing battle in Con-
gress is the attempt to pass federal
product liability reform legisla-
tion.

However, Thomas A. O'Day, as-
sociate vp at the Alliance, said that
chances remain "pretty slim" that
renewed efforts on behalf of a fed-
eral product liability reform bill
will get much farther this year
than in previous years.

"The odds are against them
doing much this Congress, but they
will make a good effort,"” he said of
the bill's supporters.

Proponents of federal product li-
ability reform in the Senate hope
a bill will clear the Commerce
Committee and be ready for floor
debate by mid-1991.

The prcposal. though, faces
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Something to lean on

An old standby may help agents in tough times

By LAURA MAZZUCA tioned agencies ommends both selling new cover- life and benefits sales, experts say and to keep competing producers
More property/casualty ageniies ages and offering to upgrade old "To me, the agency that's going at ba>,said Catherine C Oak, se-
Fears of a recession have insur- than ever have begun offering life ' ones to survive is the one :hat's going to nior consultant at Russell Miller
ance agents turning to an old ally insurance and, to a lesser extent, Mr Goodwin and others believe keep Up ItS relationship with both Inc in San Francisco
Sales of life insurance and finan- financial planning services in re- that recession will first be felt by the ,nsurers and the clients, and Businesses' renewed focus on
cial planning services, which have cent years Such sales can help re- commercial property/casualty cov- one that will keep marketing," said frugality in a recession will also
helped carry many property/ca- tam clients and meet volume re- erages Profits from life insurance Julian A Zander, president of increase the populart of payroll
sualty agencies through the soft quirements set by insurers (A, BT, and related sales could help soften Zander Insurance Agency in Nash- deduction life insurance and other

market, may also prove to be their Dec 4,1989) that blow ville Tenn benefit programs in which employ-
ticket to surviving an economic By supplementing declining He pointed out that disability Most of ItS life/health business, ees fund their own benefits
downturn property/casualty revenues, these claims rose significantly during the which now comprises about 12% At Zimmerman & Co in Liberal,

Cash-strapped companies are specialty sales can also help Great Depression Suadenly unem- of agency profits, came directly Kan, "mom and pop' employers
expected to put off raises by bol- smooth out a recession’'s rough ployed, many people tried to tie the fromm commercial clients "That are asking about oife-ing universaf
stering employees' benefits Some edges, experts believe condition to sickness or accident business is Just lying out on the life 10 employees through a payroll
firms will opt for low-cost benefits "The sale of life and benefits will He predicts a worsening econ- street,” said Mr Zander deduction program, according to
like payroll-deduction life policies be an earmark of the property, ca- omy will bring more arson, bur- As recession sinks in, commer- Max Zimmerman, th€ agency pres-
AnNnd nervous families are expected sualty survivor in the near future,” glary and other crimes Property/ cial clients will put off raises In- Ident
to seek financial shelter said Dave Goodwin presideni of casualty loss ratios will rise and stead, they may ofEer more and "l look for this co be a growing

These and other factors will help Dave Goodwin & Associates an contingencies drop to reflect this better group life and health cover- area. because it's scimething an em-
agencies offset lost property/ca- agency consultant in Surfside, Fla rise, he said age to employees, he added ployer can do at ery little cost.”
sualty revenues, say veterans of Agents can actually profit in a To offset these losses, and to tie Recognizing this, more indepen- he said (see story this page)
earlier recessions Some even pre- recession by capitalizing on eus- valued commercial clients closer to dent agents are offering those cov- But the old tried-and-true indi-
diet boom times for well-posi- tomers' uneasiness, he said He rec- the agency, producers will turn to erages both to satisfy client needs Continued an next page

Need for stability also spurs life sales efforts

By LAURA MAZZUCA pected to pull a lot of weight " definition and execution of service,” Mr and allow agencies to be full-service repre-
Fierce competition among agents also will dl,Bois said sentatives, according to. Mr duBois of
A recession may be the primary reason for make hfe insurance and other benefit prod- Using life and financial services sales as a LIMRA
renewed agent interest in selling life insur- ucts more attractive to small to medium- hedge against a fluctuating property/ca- But these products are not trouble-free, he
ance and financial planning services But it'ss sized agencies determined to remain inde- sualty market is nothing new pointed out
hardly the only reason pendent and survive, said Franklin duBois Before the current soft market, agents Commercial agents are often too busy ser-
Ongoing market changes, like company Jr, director of the marketing consultation scirried to meet high demand for unirersal vicing existing accounts to properly market
withdrawals, also are playing a maior role group of the Life Insurance Marketing & Re- life policies High interest rates attracted m- life insurance or similar products More im
As more commercial property/casualty in- search Assn of Hartford, Conn vestors to life insurance for the first time portantly, agents frequently do not under-
surers pull out of markets and lines of busi- From 1979 to 1989, the number of indepen- during the go-go mid-19805 stand these products, he said
ness, independent agents will have to de- dent insurance agencies fell by 40% to 45,000 And while some consultants and producers According to LIMRA, property/casualty
velop other specialties to pick up the slack from 75,000, according to Mr duBois He at- say that universal life insurance's popularity agents accounted for less than 5% of all life
Life/health insurance and benefit products tributes much of the decline to large agencies with producers has "bottomed out" because insurance sales in the United States and

will become increasingly popular alterna- and brokerages buying out smaller ones of low commissions and heavy servicing re- Canada "And that number hasn't changed
tives, predicts the National Assn of Pro- Even after that consolidation, only 20% of quirements, others say it is aspopular as ever very much in the last 10 years,' Mr duBois
fessional Insurance Agents independent agencies have total premium with customers said
At Smith-Field Insurance Agency in Alex- volumes exceeding $4 million, he said, citing In addition, while mterest-sensitive in- Low commissions, especially for renewals,
andria, Va, principals recently agreed to statistics from the Independent Insurance vestments and securities have fallen into dis- are one reason for the low number Many
boost group life insurance sales to protect Agents of America favor with producers, m part because of the property/casualty agents also perceive life
against fluctuations in other lines, said Ste- To survive, smaller independent agencies 1986 tax laws, consumer interest has not insurance as difficult to sell and service
ven R Bourne, director of employee benefits must remain keenly competitive, he said abated, agents and brokers report Competition also exacerbates the decline
"The financial services division of our Selling life/health insurance and fmancial -When they are organized efficiently, life/ in interest, as many life insurers are reducing
agency is counted on more and more," ac- services is one way to do so health sales departments can improve pre- premiums and cutting agent commissions,
cording to Mr. Bourne "We're really ex- "The key for survival in the '90$ will be mium production, raise client retention rates Continued on next page
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Recession

Continued from previous page
v.dual life and health sales also

can help an agency in hard times.

"I've been through four recess-
ions and, during each, life sales
were strong because people become
more concerned with protecting
what they've got and their family's
lifestyle,” said Glenn D. Scott,
president of Glenn Scott Insurance
Inc. in Portland, Ore.

Because group coverage tends to
be "a volatile, high handling type
of account,” he advertises individ-

Jost policies made avaiable up fo

now provide little and often mean-
ingless coverage. As a result your client
may be unprotected and your agency
exposed to a major E&O lawsuit.
Exclusions for regulatory violations
and foremployees of the building owner
or tenant, phantom limits, completed
operations limitations, sunset clauses

and other terms and conditions leave
your client- and your agency-with
tremendous and now needless risks.
At ECI we have set a new standard
for the industry. Our policy is quite sim-
ply the best in the business, and com-
petitive too! Our bonding facility

ual universal and term life cover-
age. Phone inquiries average about
10 a week and "we even sell it over
the fax machine,"” he said.

Especially in hard times, Mr.
Scott said, client retention is far
more important than commissions.

"I'll drop anything I'm doing and
drive through the snow anytime to
write a life policy ona property/
casualty client,"” he said. Even if
it's only a "cheapo term policy,
over the long run it will benefit the
agency," he added.

Individual life policies are not
strictly small potatoes, though.

completes ohe package. Call us today,
we can solve your "exposure" problems.

Meaningful and competitive asbestos
abatement liability insurance.

ECI

Environmental & Ccmmercial
Insurance Agencv Inc.
5900 Roche Drive, Fifth Floor

Columbus, Ohio 43229-9671

(614) 785-9002 Fax (614) 785-9016
(800) 878-3242

At Richards & Fenniman Inc. in

New York, individual life policies
for executives of key commercial
clients start at $1 million, said
James A. Fenniman, the agency's
president. And, he said, they can

run up to $10 million or higher.
Returns can be substantial. Pre-

miums and commissions on this
coverage vary, depending on the
type of insurance sold, the insurer,
and the agency contract. At Mr.

Fenniman's agency, indivicual life
premiums generally range from
$10,000 to $50,000. with first-year
commissions for the agency be-
tween 40% and 70% of the pre-
mium. he said.

About five years ago, Richards &
Fenniman adopted personal lines
and life insurance sales to .nsulate
itself from swings in the commer-
cial property/casualty maxlket. "It
certainly has worked,” he added.

Life and benefits sales now ac-

count for 20% of agency revenues.
In spite of-or maybe because of

-the recession, Mr. Fenniman's

executive clients are interested in

"bonus-type," interest-sensitive
insurance products. Those include
large disability income policies
and large term life policies.

In a recession, "the sales are still
going to be there; it just might be a
tougher sale,” he said. |

How major brokers fare in hard times

For a group of seven major public brokerages. profit margins atten rise as GNP growth slows.

20% Profit Margin

18
16
14

12

81 ==

Source Russell Miller Inc.

Life sales

Continued from previous page
said Dave Goodwin of Dave Good-
win & Associates, an agency con-
sultant in Surfside, Fla.

Figures from the national agent

trade groups tend to bear this out.
Most members of the IIAA and the

PIA sell some life insurance. But
profits from individual life and
health policies comprise a negligi-
ble portion of agencies' total books
of business (A/BT, Dec. 4, 1989).

Commission structures for indi-
vidual life sales vary widely, de-
pending on the insurer, its agency
contract and the type of coverage.

Other factors affect commissions
on group life and health policies.

According to a monograph pub-
lished by the Academy of Producer
Insurance Studies, group life com-
missions vary accordir.g to how in-
volved an agency becomes in its
clients. For example, when agents
sell group policies to a company,
fully participate in pre-enrollment
employee communications and en-
roll participants, they may receive
the entire commission.

Agencies that both sell and ser-
vice personal lines coverage may
get 10% to 15% c6mmissions on the
sales, but only half of that on re-

TS =

1990 figures are for three quarters.
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newals, says the Insurance Mar-
keting & Managing Services, an
agency group in Santa Monica,
Calif.

Individual life commissions are
typically high the first year-from
55% for insurers licensed in New
York, where state law caps com-
missions, to more than 100% in
other states, said Mr. Goodwin.
That rate, however, tends to drop
dramatically on renewals-in gen-
eral, to 5% to 8%, he said.

But recently, several Canadian
life insurers, led by Mutual of Can-
ada, have adopted life commissions
of about 15% to 20% that remain
constant from the first year
throughout subsequent renewals,
said Mr. duBois of LIMRA.

Group life commissions tend b
be lower-10% to 20% of premiums
-but they generally stay constant
through renewals, he said. And
group medical, which r2quires
more servicing than life, usually
generates 10% to 12% commissions
in both first year and at r€Enewals,
Mr. Goodwin said.

But for agencies that sell life in-
surance and other benefits, com-
missions often are a seocondary
consideration. More profits can be

DO YOUR UNDERVWRITERS UNDERSTAND
YOUR NOT IFOR PROFIT CLIENTS?

OURS DOIn

ABI SPECIAL RISK. INC. is pleased to announce a special program for the insurance needs of your not-for-profit clients. We offer
property, liability, social workers professional liability, crime, umbrella and automobile coverages to religious, charitable, educational,
cultural and social service organizations such as:

- Sheltered Workshops

- Boys & Girls Clubs

- Job Training Programs

- Senior Citizen Programs

- Children & Family Counseling
- Physical & Mental Rehabilitation Facilities

- Museums

- Schools

- Substance Abuse Facilities
- Senior Citizen Housing

- Fraternal Organizations

- And Many more not-for-profit organizations

We offer broad coverages and competitive prices. We provide favorable commissions and excellent service to our producers.

Coverage is provided on an admitted basis with a national carrier rated A+ superior by A.M. Best & Co.

—7

N

For further information, please contact:
ABI SPECIAL RISK, INC.

303 W. Madison St., Suite 1050, Chicago, lllinois 60606

Telephone 312-263-0150 FAX 312-263-4470
Attn: Underwriting Department

This Program is not available in California, Washington, Oregon, Texas, Nevada, New Mexico and Georgia.
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generated for the agency that
offers clients other benefits-such
as disability insurance, 401(k)
plans, profit-sharing arrangements
and other benefits, said James
Fenniman, president of Richards &
Fenniman in New York. "You can't
throw enough benefits at people
today.”

Only 6% to 10% of total agency

revenues generally comes from
life/health insurance sales. But the

new enthusiasm for benefits could
increase that figure to 20% in the
near future, said Catherine Oak, a
senior consultant with Russell
Miller Inc., a consulting firm in
San Francisco.

Yet most brokers and agents cite
increased retention as the greatest
benefit from selling life and health
policies.

"The main thing they're looking
for is client control,” said Edwin P.
Morrow, chairman of the board of
Confidential Planning Services
Inc. in Middletown, Ohio, which
advises commercial producers on
adding life/health sales.

Concern over losing customers,
said Mr. Morrow, is what moti-
vates commercial insurance agents
to offer other financial services.
"Anything that lets an existing cli-
ent become dependent on another
firm becomes a threat” to commer-
cial agents, he said.

"l would recommend (adding fi-
nancial services) to anybody, be-
cause it ties your clients to you,"
agreed Wes Bailey, president of
Bailey Insurance & Financial Ser-
vices in Waco, Texas. The agency
established financial services as a
separate corporation in 1987. Rev-
enues for the financial services
unit were about $363,000 in 1990,
he said, up from $278,000 in 1987.
The unit projects 1991 revenues of
$415,000, Mr. Bailey said.

Revenue growth is not the only
advantage to an independent agent
expanding its offerings.

Services from Bailey's financial
services division-including group
and individual health, annuities,
mutual funds, stocks and certifi-
cates of deposit-allow the agency
to develop new property/casualty
clients and to round out its offer-
ings to property/casualty custom-

ers, said Mr. Bailey.
Mr. Fenniman of Richards &

Fenniman credits individual life
insurance sales for his agency's
95% retention rate. Those reten-
tions, he said, have been invaluable
throughout the soft market. "Even
though the last two years have
been tough, they haven't been

deadly.” he said. 1



Born of necessity, life sales now agents' choice

By LAURA MAZZUCA

Many property/casualty agencies
originally added life and health di-
visions for a simple reason: They
had to.

That move is now paying off
handsomely for many through
higher profits and retentions and
better customer relations.

And since there are several ways
to do it, agencies can offer options
like financial planning, life or
health policies and employee bene-
fits products, and still remain
within their financial means, con-
sultants say.

Why were many agents forced to
expand their offerings?

Some were pressured by insurers
to increase life insurance sales.
Others say they were concerned
about client retention or just
wanted to insulate their business
from a volatile property/casualty
market.

"We were getting pressure from
our regular companies to produce
life business, and we felt the hand-
writing was on the wall,” said Ju-
lian A. Zander, president of the
Zander Insurance Agency in Nash-
ville, Tenn. "That was really the
motivation.”

Like other agents, he also
wanted to protect his business
from fierce competition in the
Nashville area.

VWwhat often started out as an
emergency measure has become an
integral part of the agency's busi-

Building life business is not an
easy task, noted Dave Goodwin,
president of Dave Goodwin & As-
sociates, an insurance consultant
in Surfside, Fla. Starting up a new
division requires a commitment by
the whole staff, no matter what
method is used, he said.

"It takes commitment and good
management, not just a selling
job,” Mr. Goodman stressed.

Depending on their size and rev-
enues, agencies have several op-
tions.

Some agencies contract with ex-
isting financial planners. Other
firms may send an employee to
school for a professional designa-
tion, such as the Chartered Life
Underwriter, the Chartered Finan-
cial Consultant or the Chartered
Financial Planner (see story, page
20G).

Still others create an entire de-
partment staffed by financial
planners, said Edwin P. Morrow,
chairman of the board of Confi-
dential Planning Services Inc., an
agency consultant in Middletown,
Ohio.

Starting up a life/health or fi-
nancial planning division will cost
an agency at least a few thousand
dollars, Mr. Morrow said. And,
agencies that want an expert fi-
nancial planner can spend up to
$100,000, including clerical staff,
office space and computer equip-
ment.

Though expensive, many agents
say the investment eventually will
pay off.

With start-up costs high and
commissions generally lower for
life than for commercial property/
casualty policies, "They'11 defini-
tely lose money the first year," Mr.
Morrow said. "But, by the third
year, they should be turning a
profit."

Success did not come easily
when Bailey Insurance & Financial
Services launched a financial ser-
vices division in 1986.

"It took about 18 months before
we broke even," said Wes Bailey,
president of the Waco, Texas,
agency.

The division initially was com-
posed of one life/heaith agent and

a clerical aide. Lower commissions
on life and health sales slowed
early growth, Mr. Bailey pointed
out.

The division, however, gradually
gained strength and added a li-
censed securities broker and an-
other agent who now handles
nothing but life sales.

Producers are compensated
through commissions only, and Mr.
Bailey, as an officer and partner of
the division, draws a salary contin-
gent upon its net income.

Annual revenues for the division
now run about $375,000. That, says
Mr. Bailey, is a nice addition to the
property/casualty agency's $14
million in annual revenues.

After losing several customers to

competitors in the early 1980s, R.C.
Knox & Co. Inc., a Hartford, Conn.,
agency, set up its life and benefits
division. It now accounts for about
$10 million in annual premiums,
almost 10% of the agency total,
said Jeffrey R. Partridge, assistant
vp and head of the life and em-
ployee benefits division at Knox.

Another factor in the decision to
launch the division was pressure to
increase life sales to meet pre-
ferred agency requirements set by
leading property/casualty insurers,
said Mr. Partridge.

For instante, Aetna Life & Ca-
sualty Co. requires a minimum of
$28,000 in first-year commissions
on life business, while units of
Hartford Insurance Group seek

$18,000 in commissions, Mr. Par-
tridge said.

Several earlier forays into life
insurance sales had failed. One
agent already handled both life
and property/casualty policies, so
Knox specifically hired a "group
insurance gun,” he said. Mr. Par-
tridge himself was hired in 1987
and a third producer was added
late last year.

Only after about seven years did
the life division begin regularly
turning a profit.

But even when it was losing
money, the life insurance division
referred property/casualty custom-
ers to the agency, Mr. Partridge

said.

The division markets various life

products, as well as disability in-
surance and employee benefits like
dental and medical, pension plans,
profit sharing, payroll deduction
products and annuities. Besides
Aetna and Hartford, products are
provided by insurers like Travelers
Corp., Manufacturers Life Insur-
ance Co. of American in Toronto,
Paul Revere Life Insurance Co. and
CIGNA Corp., he said.

Knox employs no financial plan-
ners, but can contract with one if
clients want such services, Mr.
Partridge said.

He attributes the division's
strong performance to a solid rela-
tionship between the agency's life
and property/casualty producers.

Continued on nezt page

unblock

How we keep Group Brokers
from getting burned.

We know that nothing burns
you faster than an unresponsive
group insurer. Which is why
we're absolutely committed to
making sure that doing business

writing flexibility, local sales sup-
port, fast turnaround on proposals
and contracts, and top-quality
claims service you're looking for.

Call Director of Group Marketing
Irene Graham at 1-800-882-4786.

with us is easy and efficient.

That means youll get the under-
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Adding life sales

Continued from previous page
"It's that kind of cooperation that
breeds success," he said.

Despite its apparent success for
Knox, Mr. Partridge warned that hir-
ing life insurance agents and setting
up a separate division can be expen-
sive and take a long time. It's not for
smaller agencies, he cautioned.

Mr. Morrow of Confidential Plan-
ning Services agreed, recommending
that smaller agencies contract with a
financial planner or life producer
rather than hire or train their own
personnel.

And, while sending a property/ca-
sualty producer to school to get a
professional life or financial plan-
ning designation may cost less than
hiring a seasoned pro, it still is a
costly undertaking, Mr. Morrow said.

Tuition and books alone could cost

$2,500, as could sending the em-

ployee to conferences and workshops,
he said. Add to that professional
dues, at about $500 per year, and
$3,500 or so worth of computer
equipment for marketing and cross-
sales, and you're talking big money,
Mr. Morrow said.

However, contracting with an out-
side expert-being careful, of course,
to outline the specifics of the working
relationship in writing-costs an
agency virtually nothing, he said.

Its major outlay would be a few
thousand dollars to test the waters,
he said. A "fairly aggressive" direct
mail campaign could tell commercial
customers about the financial plan-
ning services and assess the custom-
ers' interest, Mr. Morrow said.

No fees are shared in such an ar-
rangement, he said. Instead, the
planner could take, for example, all
commissions from securities and dis-
ability sales, with the agency in re-
turn getting all life and commercial

This small-business owner

loves the stability

of the Quality Series.

Sound and secure major medical
coverage from United States Life

It's easy to see why this small-business

owner is considered a prodigy by his

peers and employees. He chose the

Quality Series, a plan backed by more

than forty years of continuous small

group experience.

For more information about the

Quality Seriesi call today

TOLL
FREE

1-800-344-3481

THE UNITED STATES LIFE

Insurance Company

A U:UFE COMPANY

EXECUTIVE OFFICES:
125 Maiden Lane, New York, NY 10038

GROUP OPERATIONS CENTER:
3600 Route 66/ PO Box 1580
Neptune, NJ 07754-1580

referrals, Mr. Morrow said.

Just getting qualified customers in
the door is a lot of work, he said.
"The financial planning firm will
send you a customer, and then you've
got them and their whole book of
business. It's a win-win proposal for
all parties."

If both sides find the arrangement
satisfactory, the financial planning
firm can even send a professional to
work out of agency offices under the
same terms, Mr. Morrow added.

Outside contracting remains one of
the rnost connnnon ways for connnner-
cial agencies to expand the services
they provide. But it's not universally
praised.

It's a "cop-out," charges Mr. Good-
win of the Goodwin & Associates
consulting firm. .=
"Even smalller f. . "1'638
agencies are big
enough to sup-
port a full-time,
in-house life pro-
ducer, as long as
he gets a lot of
leads.”

Many life in-
sSsurance pro-—
ducers don't un- Mr. Goodwin
derstand the
long-term relationships between a
property/casualty agent and custom-

Jers.

"It goes against the basic train-
ing of a life agent," who is trained
to sell new policies or die, he said.
That difference in approach creates
the possibility that a life agent would
"burn" a valued property/casualty
customer for the sake of a one-time
sale, Mr. Goodwin said.

Even that pales in comparison to
problems that can arise when the
producers part company. Unless their
contract spells out commission struc-
ture, referrals from leads, control of

renewal business and other specifica-
tions, real trouble could arise, he

Some creative agencies try to fi-
Nnesse the addition of a life insur-
ance producer or financial planner
by creating hybrid arrangements.

Malloy Insurance Agency Inc. of
Medway, Mass., for example, has
three employees and less than $1 mil-
lion in annual premium volume,
noted Edward Malloy, president of
the property/casualty agency. How-
ever, Malloy has successfully linked
up with a local financial company
that increases referrals to both firms.

Richardson & Richardson special-
izes in tax preparation, while also of-
fering financial planning services and
investment advice, said Mr. Malloy.

Since Richardson & Richardson
also owns shares in the insurance
agency, there is no. a formal. con-
tractual arrangement between the
two, said Mr. Malloy. "It was a natu-
ral tie, a nice referral system,” he
said.

Unlike similar referral systems in
place at many other agencies, though,
Malloy and Richardson & Richardson
have no set formula to determine
which business gets the commission;
rather, it depends "on who does most
of the work," Mr. Malloy said.

About 40% of agency revenues now
come from referrals from Richardson
& Richardson, Mr. Malloy estimates.

Referring customers to the finan-
cial planners definitely gives the
agency an edge in the very compet-
itive local market, says Mr. Malloy.
"It's a door-opener, if nothing else.”

When it comes to motivating
agents, such non-contractual systems
are clearly superior, Mr. Goodwin
contends.

Agencies that do opt for outside
contracting must be very careful in
choosing life insurance agents or fi-
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nancial planners, experts agree.

"There are problems if you don't
recruit the right people to do this;
that's where most agents fail,"” Mr.
Bailey said.

When establishing his financial
planning division, Mr. Bailey recalls,
he was careful to hire "people we al-

ready knew in the
community.*”
Baylor Univergity

LGALY,

good local em-
ployment pool, he
noted.

But sometimes

even promising

Mr. Bailey relationships go
At the Zander Agency in Nash-
ville, Tenn., President Julian A.
Zander eventually wanted to turn
over the life/health reins to his son.
But when he set up a separate life/
health corporation eight years ago,
the son was still in training, so an-

other producer was hired to head .

the unit.

Problems arose quickly. The new
agent, recalls the senior Mr. Zander,
preferred the higher commissions of-
fered by life insurers to the ones of-
fered by the multiline insurers that
were'pressuring the agency to in-
crease sales. He eventually left the
agency.

Today the agency, with $5 mil-
lion in annual premium volume, mar-
kets term insurance, universal life,
pensions, deferred compensation, and
"anything that anybody else can do,”
he said The division, which is now
run by the younger Mr. Zander, is no
longer a separate corporation and
now generates about 12% of the
agency's total revenues.

And, since multiline insurers have
improved life rates and coverages re-
cently, their products are more com-
petitive and selling well, he said. "We
had to grow as they grew."

At least one principal warns that,
occasionally, a new agent can be
overqualified.

"Less is more" has been the pass-
word for life sales at Glenn Scott In-
surance Inc., said Glenn Scott, presi-
dent of the property/casualty agency
in Portland, Ore.

Five years ago, when the $1.4 mil-
lion annual premium agency
launched an in-house life/health di-
vision, five full-time customer service
representatives marketed life/health
products. Today there is only one.
That reduction in headcount is in
spite a 28% rise in total volume in
1990, Mr. Scott said. He credits stable
accounts, profitable business and ef-
ficient computer marketing for the
increased productivity

Two qualified financial planners
were also on staff at one time. But
rather than being an asset for the
agency, they shunned the basic life
policies that its customers wanted.
"It was beneath their dignity to write
a plain Joe policy," said Mr. Scott.

The financial planners left "for
greener pastures" last year, he said;
today only Mr. Scott sells life insur-
ance. But life/health now generates
20% of total agency revenues, he said.
He attributes this success to selling
what customers really want and
need.

"Anytime you get away from sell-
ing the need, you're lost,"” he said.
"You've got to focus on the need of
the customer, not the needs of the
agency."

Some 95% of life sales, he adds,
are for individual term policies "for
people who are buying to protect
their families,” not for investment in-

Regardless of whether an agency
contracts for outside help or hires
someone in--house, overpaying life in-
surance producers and financial
planners remains a concern for
agency principals.

Mr. Goodwin cautions against giv-
ing life insurance agents a sal-

Continued on page 20F
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Adding I|fe Sales "build pools of temptation, the "We're still not happy, a lot of
producer is going to go only for the people still say they don't know we

Continued from page 20D higher commission products,"” Mr sell life insurance,”"he said

ary plus commissions Salaries Goodwin said

should only continue for about six

He hopes to remedy that with a
But agencies that want to market "very aggressive" marketing cam-
months, he said Once agents are more complex products do not nec- paign begun recently Radio com-
generating their own leads, they essarily have to hire a producer or mercials and telemarketing efforts
should get straight commissions contract with an outside expert are aimed at a more sophisticated
Commission splits also tend to Multiline property,casualty insur- clientele, "people who need to
favor the agent over the company, ers, hungry for benefits sales, will spend $15,000 or $20,000 a year on
he said One common split-80% often help estate planning,” he said CNA has
for the life producer and 20% for For instance, when Z ander also subsidized these efforts
the agency-never lets an agency agency customers are interested in Field representatives for prop-
that is paying the life producer's more complex offerings, CNA Fi- erty/casualty insurers can be espe-
overhead make a profit nancial CorFi, one of the agency's cially helpful for agencies new to
Instead, a 50-50 split is generally ma)or insurers, gives them access life/health sales
agreeable to both parties, he said to in-house attorneys and finan- At Zimmerman & Co, an agency
Commission splits generally cial consultants, Mr Zander said in Liberal, Kan, a single life pro-
apply to both new business and re- "If it gets too complicated, we ducer generated large revenues be-
newals, Mr Goodwin said can go to the companies," he said ginning in 1975 That experience
For both individual and group "This puts us on an equal footing showed that leads from property/
benefit sales, this system can effec- with anyone " casualty customers can boost sales
tively simplify recordkeeping and Group insurance marketing has of group and individual life pay-
avoid the problems associated with gone well, individual life sales are roll deduction programs and group
multiple split formulas These another story, Mr Zander said health, said Max Zimmerman, the
agency president
That success prompted several
property/casualty producers to
begin selling life policies, he said
Field representatives from CNA
and USF&G Corp helped set up a

marketing program for the agency
and still conduct seminars on a

\SMORADE-5'

universal life payroll deduction
program for interested customers

Insurers also can help by main-
taming close working relationships
with agencies, and offering the
rates, coverages and limits custom-
ers want

Richards & Fenniman Inc , a $10

million annual premium volume

M - agency in New York, specializes in
life and benefits Its separate life
corporation derives 65% of reve-
nues from individual policies, says
James A Fenniman, the president
H Because these policies are mar-
keted to executives of property/ca-
sualty customers, they start at $1
million, he said

=l._._

Placing such large coverages is a
complex procedure, said Mr Fen-
niman, adding that the agency re-
cently spent about six months on a
$20 million case During this time,
the agency works closely with the
company underwriters, who all
need medical records, financial

vital client information

"That's one little body walking

This small group has
catastrophe covered
with the Quality Series.

Life insurers focusing
on safety, not returns

Many property/casualty agencies are hoping new products will
spur client interest in tteir life and health insurance divisions

Several insurers are now marketing a "second to die" policy It
would cover the estate taxes due when both parents die, said Jeffrey
R Partridge, assistant vp and owner of the life and employee
benefits division at R C Knox & Co Inc in Hartford, Conn

A variation, known as "first to die," has applications to business
partners with a buy-sell agreement, he said

CNA Financial Corp provides the agency with both these cover-
ages

Such coverage on both partners means that if one dies, the other
gets the amount. needec for the stock buyout This coverage could
also be used for families when both spouses work and expenses are
high, Mr Partridge said

Other insurers are beginning to Introduce combined packages of
property/casualty and life/health coverage, said Dave Goodwin,
president of Dave Goodwin & Associates, a consulting firm in Surf-
side, Fla These open doors for agents to sell other coverages, such
as disability insurance, -le added

CIGNA Corp, for instance, combines workers compensation and
off-the-]Job medical coverage, according to Mr Goodwin Although
it is considering combining them into a single policy, it has not done
so yet, he said

Other insurers considering similar packaging programs, he said,
include Aetna Life & Casualty Co, The Travelers Co , Kemper Na-
tional Insurance Cos and Allstate Insurance Co

And even when agents are not selling new policies, they can
profit by upgrading existing coverages, Mr Goodwin stressed

No matter what product a customer has now, "chances are great
that his insurance program holds potential for improvement and
cost reduction,” he said

For example, rated policies-where premiums are higher be-
cause of an existing medical condition-can frequently be rewritten
at lower premiums because of current market conditions, additional
knowledge about the medical condition and improved outlooks on
mortality, Mr Goodwin said

A declining stock market can actually improve the sales of annui-
ties and related products since prices are good and yields are bet-
ter than investments suih as certificates of deposit, said Max Zim-
merman, president of Zimmerman & Co in Liberal, Kan

Many property/casualty agents fear that selling life insurance and
financial or benefit products IS radically different than selling other
policies But "a lot of that difference IS perceived by the seller,”
claims Mr Zimmerman

' Clients are looking for safe products from solid insurers," he
said If the property/casualty is sold already, "life is the easiest
part of the sale
needs "

it'S just a matter of addressing your client's

-By Laura Mazzuca

statements, tax returns and other around If he walks across the coverage with several major life
street and gets hit by a car, bingo, and multiline insurers, though

"It's not like underwriting a that's It It's a significant differ- most can only underwrite $3 mil-
building or something,” he said ence

Life insurer jitters
Poll finds even agents concerned with stability

lion to $5 million before turning to
Richards & Fenniman places reinsurers, Mr Fenniman said |
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But nine out of 10 respondents - an important issue today and
said they felt comfortable about would remain so in 1995
BRYN MAWR, Pa -Add another the level of risk in the portfolio of Eighty-three percent of respon-
group to the growing list of peo- their primary life insurers dents said they have health insur-
ple concerned with the financial Consumers, the responding ance clients Of that number, 76%
stability of life insurers the agents agents said, do not seem terribly said health insurance comprises
and brokers who sell their prod- concerned with life insirer fi- less than 40% of their business
ucts nances Sixty-six percent of the And 78% indicated that they will

Most agents and brokers believe agents said less than half of their either maintain or increase active
the stability of life insurers will Current Or prospective cLstomers marketing of health insurance over

By LAURA MAZZUCA

continue to be a crucial issue for ask about a company's financial the next five years
the next five years, according to a stability when considering a pol- More than 60% considered medi-
recent survey Yet most also said icy

they feel comfortable with their

cal insurance somewhat or very

Surveyed agents added t-lat even important in their overall business

own primary insurers when customers do not ask, they activities, and nearly the same per-
The American Soc.ety of CLU tend to volunteer solvency infor- centage said their clients are pri-

and ChFC surveyed 353 of ItS mation Half the agents said that marily business and group insur-

members late last year The Bryn eight out of 10 times they will vol- ance clients

Mawr, Pa -based organization unteer data to customers that did The rest of their client base is

sponsors the Chartered Life Un- not request it
derwriter and Chartered Financial

equally divided between individual
Nine out of 10 times, respondents insurance clients and an even mix
Consultant professional designa- said, customers that see good rat- of business and Individual insur-
tions ings from A M Best Co or other ance clients
Forty-seven percent of those sur- sources will be encouraged to buy
veyed said life insurer stability is
"extremely important” today, 41% most evenly on whether service personnel, field managers and spe-
said it was "very important”, and from life insurers has declined, im- cialists in areas like estate plan-
12% said it was of "average impor- proved or remained the same over ning, business insurance and em-
tance the last three to five years The ployee benefits located throughout
However, 65% of the respondents first two options each drew 35%, the United States
said that by 1995 financial stabil- 30% said service remained the

The survey respondents were
Respondents were divided al- composed of general field sales

The median age of the respon-
ity will be "extremely important” same dents was 47, and 92% were male
and 30% believe it will be "very Other questions concerned the Sixty percent had earned the CLU
important " Only 5% said it would U S health care "crlsis, ' which designation more than 10 years

be of "average importance " 97 % of those responding said was ago
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Financial planning programs still attract students

By LAURA MAZZUCA

Although some say financial
planning designations have lost
their luster for independent agents
in recent years, growing enroll-
ment in professional financial
planning programs suggests other-
wise.

The Chartered Financial Consul-

tant and Chartered Life Un-

derwriter designations-both of-
fered through the American
Society of CLU & ChFC in Bryn
Mawr, Pa.-and the Certified Fi-
nancial Planner designation-of-
fered through the College for Fi-
Nnancial Planning in
Denver-continue to see increases
in enrollment, according to repre-
sentatives of both societies.

There currently are 28,500 peo-
ple authorized to call themselves
Certified Financial Planners, or
CFPs, said John Blankinship,
chairman of the Institute of Certi-
fied Financial Planners in Denver,
a professional organization of CFP
designees.

And, another 12,000 students
currently are enrolled in the CFP
program at 43 institutions, includ-
ing accredited colleges and univer-
sities across the country, he addéd.

The American College, which
grants the Chartered Life Un-
derwriter and Chartered Financial
Consultant designations, reports
that its membership grew 4% to
34,500 from 1989 to 1990, said
Donald H. Mehlig, president of the
American Society of CLU and
ChFC, the organization for the de-
signees.

At the American College, enroll-
ment of 17,000 in these two pro-
grams alone broke a record in
1989, he added.

However, Mr. Mehlig noted that
life enrollments outstrip financial
planning, which had been booming
before the Tax Reform Act of 1986.
"Today, the bloom is off the rose,”
he said, mostly because life agents
lost interest after many tax shel-
ters were eliminated. In fact, less
than 10% of life insurance agents
think of themselves as financial
planners, he added.

Most new American College
enrollees are pursuing the CLU
designation, said Mr. Mehlig. A
small portion go on to earn ChFC
designations, but most do not.

CFP certifications average about
3,500 per year and have been de-
clining slowly for several years,
according to a spokeswoman for
the ICFP’'s International Board for
Certified Financial Planners,
which sets CFP standards.

Part of the problem could be se-
mantics. The term "financial plan-
ning"” in the insurance industry
today generally refers to insurance
products rather than securities, tax
shelters and the like, Mr. Mehlig
said.

But trouble can arise when pro-
ducers represent themselves as fi-
nancial planners without under-
standing how such instruments
work, he warned.

"While financial planning and
life sales are related, they are two
separate disciplines,”
Goodwin, president of Dave Good-
win & Associates, an agency con-
sultant in Surfside, Fla.

said Dave

Part of the reason independent
agents began to shy away from the
term was that life agents and di-
rect writers charged into the mar-
ket, "calling themselves financial
planners and getting themselves

and their clients into trouble be-

cause in many cases they weren't,"
said Mr. Goodwin.

Bad press generated by bogus fi-
nancial planners has left the in-
surance industry concerned about
legitimacy.

Yet no state has yet adopted the

National Msn. of Insurance Com-
missioners’ 1989 amendment to its
unfair trade practices model act.

The amendment stipulates that
individuals representing them-
selves as financial planners must
have some sort of ":expertise" and,
if they also sell insurance, they
must inform potential customers
about what other services they
provide at what cost. There is no
recognition of professional finan-
cial planning designations in the
amendment.

Some states do, however, have
rules governing financial planning,
an NAIC spokeswoman said.

Many states require agents or fi-
nancial planners to be licensed in
securities before marketing stocks,
bonds and annuities, she said.
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In addition, a bill introduced in
the House of Representatives last
session by Rep. Frederick C.
Boucher, D-Va., would require all
those who present themselves as
"investment advisers" to fully dis-
close their fee structures and any
conflicts of interest that might
exist in their businesses, according
to Mr. Blankinship of the ICFP.

Although the bill never came up
for a vote, a spokesman for Rep.
Boucher said that it will be rein-
troduced during this session as an
amendment to the Investment Ad-
visers Act of 1940.

Meanwhile, a few states have
adopted policies requiring those
calling themselves "financial plan-
ners" to have some sort of profes-
sional designation.

Maryland, for instance, requires
practitioners using the title -insur-
ance adviser" to have an annually
renewable state license, said a spo-
keswoman for the State insurance
division.

And in Washington, regulations
governing insurance agents are
patterned after the NAIC model
act, said Robert E. Johnson, dep-

uty of consumer protection in the
state insurance commissioner's of-

fice.

Washington does not let agents
ue the terms "financial planner,”
"investment adviser,” "financial
consultant” or "financial coun-
selor,” unless they have an advi-
sory business unrelated to insur-
ance sales. If so, the agent must be

licensed as a financial planner by

Agency-Insurer Relations

What are agents expecting from their insurers and vice-versa? Bl

the state, he said.

Many states, however, do not li-
cense financial planners.

"States license people to be bar-
bers or beauticians, but not to
practice financial planning,” Mr.
Blankinship said.

With this in mind, the ICFP's In-
ternational Board last summer
began drafting a set of professional
standards for its designees, Mr.
Blankinship said. States could
eventually base licensing criteria
on those standards, he suggested.

The organization now has 28
proposed standards relating to
what financial planners do and
what the public expects of them.
The standards will specifically re-
late to due diligence, the practice

Continued on nezt page
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House bill may devalue insurance agencies

Insurance agencies could be de-
valued by as much as 30% under a
bill recently introduced in the
House of Representatives.

The legislation would prevent in-
surance agencies from deducting
the depreciation in value of their
customer renewal lists after a sale
or merger, according to agency as-
sociations.

The bill, H.R. 563, was intro-
duced late last month by Rep.
Brian Donnelly, D-Mass., a mem-
ber of the House Ways and Means

Committee, which is expected to
consider the bill.

H.R. 563 would forbid small bu-
sinesses, such as insurance agen-
cies, from amortizing intangible

assets such as customer renewal

lists, Currently, businesses can de-

ABT briefs

duet intangible property that has a
demonstrably limited life.

The Donnelly bill would affect
all customer lists, ranging from
magazine subscriptions to bank
depositors.

The issue of customer list amor-
tizations has been an ongoing con-
troversy for agency associations
for several years, said Robert A.
Rusbuldt, vp of federal affairs for
the Independent Insurance Agents
of America in Alexandria, Va.

The Internal Revenue Service
classifies an agent's customer list

s "inseparable" from the agency's
goodwill, and has determined that
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it should not be deductible. But in
1987, Congress determined that
since these lists represent a large
portion of the dollar value of a
business, owners should be allowed
to deduct the depreciation that
occurs after the business is sold,
Mr. Rusbuldt said.

Concerned about this ambiguity,
the IIAA and the National Assn.
of Casualty & Surety Agents have
written to the IRS pointing to the
1987 congressional action and
other legal precedents that support
their view. While the IRS re-
sponded by saying they would
stand behind its position, the
agency added that it would con-
sider the issue on a case-by-case
basis.

Although the Donnelly bill was
drafted in order to eliminate the
ambiguity between the IRS's and
congressional interpretation of the
issue, agents are lobbying the Ways
and Means Committee for specific
legislation to explicitly allow de-
preciation, Mr. Rusbuldt said.

The Ways and Means Committee
is currently studying the agenda
for 1991, and won't set hearing
dates for several weeks, he said.

E&O rates declining

Many agents with errors and
omissions coverage through the
National Assn. of Professional In-
surance Agents will receive rates
that are up to 20% lower than last
year. Utica Mutual Insurance Co.
in New Hartford, N.Y ., the un-
derwriter, will file rates through-
out 1991 that are 5% to 20% lower,
resulting in premium reductions of

Financial planning

Continued from previous page
of current academic standards and
full client disclosure, he said.

Designated study groups across
the country, as well as a represen-
tative of the public from the Better
Business Board in Washington,
D.C., are involved in drafting the
standards.

However, "a lot of these things
are anathema to people" because
many in the industry "are still in
the selling and trade camp and not
in the professional camp," he said.

After a draft of the standards is
approved by the ICFP's board of
directors, it will be sent to CFP de-
signees, state regulators and the
media for comments and sugges-
tions, Mr. Blankinship said.

The group hopes to publish for-
mal standards this fall, he added.

Also beginning this fall, CFPs
will be required to pass a single
certification examination, accord-
ing to Mr. Blankinship.

For the past 17 years, those pur-
suing the designation were given a
series of six exams over a two-year
period, similar in structure to the
Chartered Property & Casualty
Underwriter program adminis-
tered by the American Institute for
Property & Liability Underwriters.

CFP coursework covers six dif-
ferent areas, including accounting
and finance, psychology, estate
planning, tax planning, investment
planning, retirement planning and
all types of insurance-including
life, health, disability, property/
casualty and liability, Mr. Blan-
kinship said.

Coursework for the ChFC and
CLU programs is similarly struc-
tured. The ChFC program is a 10-
course program offering an exten-
sive curriculum on financial plan-
ning, including the planning
process, case studies and client
concerns like retirement, tax and

up to $800.

Rates in 24 jurisdictions will de-
crease this year while in 28 others
rates will remain flat. No increases
are planned.

Charles M. Oliver, chairman of
the PIA errors and omissions com-
mittee, attributes the lower costs
to higher deductibles and emphasis
on loss prevention.

Some 11,000 policyholders pay
$50 million a year in E&O pre-
miums through the program, which
is available to member agents in all
states, as well as to non-members
except in Florida, Ohio and Wis-
consin. Sixteen deductibles rang-
ing from $500 to $25,000 are avail-
able. This range keeps premiums
down by permitting agents choose
the highest deductible they can af-
ford, Mr. Oliver said.

For information on the program,
call the PIA Insurance Marketing
Department at 800-742-6900.

Banking survey

Banks are in the insurance busi-
ness to stay, and the international
weakness of U.S. banks will force
Congress to repeal or amend the
Glass-Steagall Act soon, claims a
recent study.

In its survey of 69 large US. fi-
nancial services companies, Cleve-
land consultant Tasker Financial
Marketing Inc. addresses specific
issues like the viability of banks as
a distribution system for insur-
ance; competition; the biggest
winners and losers if banks entered
insurance sales; and likely prod-
ucts and consumer and business
buying patterns and attitudes in
such a scenario.

Among its major findings, based
on the survey of 23 banks, 22 life/
health and property/casually in-

insurance planning, investments
and capital accumulation.

The CLU is a 10-course program
on the life insurance business, its
operations and distribution sys-
tems, as well as its importance to
the economy and to safe and secure
investments.

For information on the CFP des-

surers and 24 property/casualty in-
surance brokers:

- Banks are in insurance to stay.

For banks, insurance has gone
from the "phenomenon” of the
1980s to a full-fledged growth in-
dustry. Sixty-seven percent of the
banks surveyed and 46% of the in-
surers report being active in bank-
insurance marketing.

« Congress will be forced to re-
peal or amend Glass-Steagall.

A global marketplace is rapidly
rendering obsolete the 1933 law's
separation of banking and insur-
ance, the Tasker report claims.

Banks, insurers and securities
brokerages would all benefit from
combining services, the report
said.

Sufficient "firewalls”™ can be
constructed between banking and
insurance to protect the integrity
of the bank's capital and deposit
bases. A majority of the survey
participants-72%-believe that
the regulatory barriers separating
the two industries will fall within
three years.

= Technology will provide the
impetus for growth in banking and
insurance.

Technology will permit banks
with insurance operations to im-
prove customer service, exert
greater management control over
the flow of information and create
major gains in employee produc-
tivity.

Copies of "1990 Banking and In-
surance Survey Benchmark Report
on Shifting Insurance Distribution
Patterns; A Study of America's
Largest Financial Service Com-
panies"” are available for $385, For
information, contact Tasker Finan-
cial Marketing Inc., 1127 Euclid
Ave., Suite 329, Cleveland, Ohio
44115.,216-574-2200. 1

ignation, contact the College for
Financial Planning, 4695 S. Mo-
naco St., Denver, Colo. 80237-
3403; 303-220-1200.

For information on the CLU and
ChFC designations, contact the
American Society of CLU & ChFC,

270 Bryn Mawr Ave., Bryn Mawr,
Pa. 19010; 215-526-2500. i

B« 48--13%

E*RIfMREY ?rzzp OT77#Z:?

Issue of February 4

ADVERTISER

ABI Special Risk Inc. ...
Agent/Broker Topics.....
Business Insurance .......
Environmental & Comm. Ins. Agy.
Sun Financial Group......

Symons International Group

United States Life Insurance .......__.

PAGE #

208

20D, 20F, 20H

I1i1.111ktit-LIB



Continued from previous page
many obstacles in the Senate, in-
cluding the continued opposition
of Commerce Committee Chairman
Ernest F. Hollings, D-S.C., and
Majority Leader George J. Mit-
chell, D-Maine, Mr. O'Day said.
However, the active support of
Rep. John D. Dingell, D-Mich. and
the chairman of the House Energy
and Commerce Committee, could
boost the chances of a product lia-
bility reform bill moving ahead,
he said. "Now that Clean Air (Act)
is out of the way, hopefully he will
devote some of his time to product

liability as some of his constituents
have asked.”

Pension legislation

Legislation that would allow em-
ployers with fewer than 100 em-
ployees to create a new simplified
defined contribution pension plan
is expected to be introduced this
month. Under the proposal, these
plans would be exempt from the
Nnon-discrimination tests that
would normally apply to a com-
pany's former plans.

The Private Retirement Incen-
tives Matched for Employers-or
PRIME-account would be similar
to a plan with employer matching
contributions. But, very few rules
would govern the plan once it is
established, said an aide to Sen.
Bob Packwood, R-Ore., author of
the bill.

To be eligible to establish a
PRIME account, an employer must
not already offer a pension plan.

Employees would have 60 days
to sign up for the PRIME account,
and employers would be required
to fully explain the workings of the
new plan. Employee pretax contri-
butions would be limited to $3,000
annually, while employers would
have to match 100% of the em-
ployee contribution, up to 3% of
salary.

Many of the rules governing in-
dividual retirement accounts
would apply. For example, em-
ployees would be able to invest
their funds as they wish, the aide
said. However, employees could
change their contribution amounts
or investment choices only once a
year, he said.

Health care proposal

Employers would be required to
pay a payroll tax of up to $800 per
employee to help fund a proposed
universal health care plan that was
introduced in the House last month
by Rep. Fortney (Pete) Stark, D-
Ccalif.

ind, employers that currently
offer more than the minimum ben-
efits outlined in the legislation
would be required to continue to
offer those benefits.

Rep. Stark hopes this bill will be
used as a benchmark from which
the debate over national health
care can proceed, a spokesman for
the congressman said.

"This bill has been introduced to
help define the debate on where we
are going to go with health care in
this country,” the spokesman said.

Under H.R. 650, most employees
would pay a $200 monthly pre-
mium for coverage. However, those
individuals with an annual income
of less than $8,000 and couples
with a combined annual income of
less than $16,000 would not have to
pay the premium.

There would be a single deduct-
ible of $500, while out-of-pocket
expenses would be limited to
$2,500 per person.

Basic benefits called for by the
bill would be similar to those pro-
vided by Medicare.

The proposal also would man-
date well-child care benefits and
pregnancy-related benefits, like
prenatal care, inpatient labor and
delivery and post-natal care. No
copayments and deductibles would
be required for these services.

Low-income beneficiaries would

receive additional benefits, like

unlimited hospital care, outpatient
prescription drug benefits, eyeg-
lasses and hearing aids, without
copayments or deductibles.

Besides the employer tax and the
employee contributions, the pro-
gram also would be financed by a
2% tax on gross income, which is
expected to raise an estimated $30
billion annually. Those who earn
less that 200% of the poverty level
would be exempt from the tax.

The health plan has a $65 billion
annual price tag, the spokesman
for Rep. Stark said.

Higher OSHA fines

A friendly reminder from the
Labor Department: Penalties for
violating the Occupational Safety
and Health Act are increasing
sharply this year.

For each willful violation cited
by the Occupational Safety and
Health Administration, the maxi-
mum fine increases to $70,000 from
$10,000.

And each willful violation will

carry a minimum penalty of

$5,000. Previously, no minimum
existed.

Maximum fines for serious viola-
tions also are increasing: to $7,000
from $1,000 in 1990.

These changes, included in last
year's budget agreement, will
apply to inspections initiated after
March 1.

The budget law gives OSHA the
authority to levy the larger fines
immediately. But, the agency still
is developing policies to determine
which violations warrant the
larger fines, a spokesman said.

Penalties for repeat and other-
than-serious violations also will
increase. Officials said they have
not yet determined the new penal-
ties or the degree of infraction that
will trigger the heavier fines.

Penalties for repeat violations
now can run up to $10,000, while
fines for other-than-serious viola-
tions are capped at $1,000. Nei-
ther type of violation carries a

minimum penalty.

ERISA reports

Thirty-five benefit plan admin-
istrators that filed deficient annual
reports in 1988 will be fined
$50,000 to $90:000 each-the first
penalties levied in a new Labor
Department reporting compliance
program, officials say.

Thirty of the incomplete reports
covered pension plans; five covered
health plans.

The compliance program was
created to enforce the Employee
Retirement Income Security Act of
1974. The law authorizes the de-
partment to assess fines of up to
$1,000 a day against pension and
health plan administrators that do
not file complete and timely an-
nual reports. Penalties vary de-
pending upon the severity of viola-
tions.

Administrators receiving notices
of the fines were given ample time
to correct their reports without in-

curring any penalty, said David G.
Ball, assistant secretary of labor
and head of the Pension and Wel-

fare Benefits Administration.

A computer system files the
900,000 ERISA annual reports re-

ceived annually by the agency with
the Internal Revenue Service and

screens them for errors.

When mistakes are found, letters
are sent to those plans, and most
make the necessary corrections,
the PWBA said.

Another round of letters is sent
to those plans whose filings remain
uncorrected, the agency said. Ad-
ministrators that still do not com-
ply are fined.

"Before we instituted this sys-
tem, some plan administrators
were not taking their responsibili-
ties for filing timely and accurate
reports seriously,” Mr. Ball said.
"These assessment notices are just
the first in a series of notices to
plan administrators who fail to
comply with ERISA's reporting re-
quirements."

VWHENANOLDFILECOMES

BALZITC)LIFE, THERESUIIS
CAN BE PREITY GRIM.

It's happening to more and
more insurance companies
today. Just when they think it's
safe to close a file. allegations
of bad faith claims handling
come along to re-open it. Often
with a vengeance.

And that's why we've devel-
oped Errors and Omissions
coverage specifically for insur-
ance companies.

The Executive Liability Divi-
sion of Agricultural Excess and

Permission licensed by Roger Richmond Agency, CA-

Surplus Insurance Company
(AESIC) offers protection to
insurance companies involved

in property and casualty and
life and health.

And while some firms might
be able to match our $10 mil-
lion EaO limit, few can match
our A.M. Best Rating of A+. Or
our impeccable reputation for
responsive, cooperative claims
handling.

/_JIC

A subsidiary of Great American Insurance Companies.

That's something to remem-
ber when you're offering E&O
coverage to insurance com-
panies. Because they'll want a

carrier they can really count on
when those "little mistakes"

come back to haunt them.

For more information, please
call or write Agricultural Excess
and Surplus Insurance Com-
pany, Executive Liability Divi-
sion. P.O. Box 66943, Chicago.
IL 60666. (708) 330-6750.
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Undaunted.

The difference...is service. For one company required to maintain environmental insurance
coverage, time had almost run out. The company hadn't obtained it's certifications, and regulators
threatened to close it down. ECS Underwriting/Reliance National stepped in, and cut the problem down
to size. On behalf of the company, ECS assured regulators that insurance had been applied for and certification
would be processed and issued quickly. ECS's credibility won the day. Regulators gave the company extra
time, and while ECS expedited the paperwork, the company continued operating... and profiting.

Unbelievable? No ... ECS Underwriting. Exceptional service is nothing new to ECS. Even when
it's business-as-usual, the level of service we provide customers is a cut above anything else in the industry.
Processing is smooth, deadlines are met, follow-up phone calls are made and handled intelligently.

And whenever a cliem is faced with a sudden emergency or business opportunity, we're ready with
fast, all-out response. Doing whatever it takes to help clients grow.

The fact is, in today's tangle of regulations
and environmental technologies, insurance protection
means more than a policy that lies in a drawer.

It means a company actively looking out for your
interests, ready to leap into action on your behalf.

Call ECS at 800 ECS-1414. ECS THE CHOICE
Because when it comes to environmental U nderwriti ng , Rel iance National
insurance, service is one corner Inc.
you can't afford to cut. An ECS Company

Environmental insurance protection for American industry.

One East Uwchlan Ave. Suite 300 Exton, PA 19341 Or call (800) ECS-1414 (In PA (215) 269-6731) FAX (215) 524-5354 01-1141-2/4
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ASK A BENEFITS ACTUARY

Window plans must heed
non-discrimination rules

VWhat non-discrimination

rules apply to early retirement

windows?

This question comes from the
benefits manager of a company
that is considering offering an

early retirement window benefit

A

workforce. The early retirement

to its employees as a part of a
program to reduce the size of its

window benefit would allow a
group of employees to retire from the company
during a limited period of time (the window period),
and receive an increased pension benefit. The
company sponsors an overfunded defined benefit
pension plan and would like to fund the window
benefits with assets held in the pension trust. But to
do so, the window benefit must comply with the
applicable non-discrimination requirements for
qualified retirement plans. In order to design the
window benefit, the benefits manager needs to
understand the applicable non-discrimination
requirements.

Window benefits are subject to the regulations
under Internal Revenue Code Section 401 (a)(4)
concerning non-discrimination in the availability of
optional forms of benefits from qualified retirement
plans. These regulations encompass early retirement
window benefits as one type of an optional form of
benefit.

These regulations require that any optional form
of benefit, including an early retirement window, be
currently available to a non-discriminatory group of
employees. In addition, the window benefit must be
effectively available, based on the facts and
circumstances, to a group that does not discriminate
in favor of highly compensated employees.

Current availability is demonstrated by either
satisfying the ratio/percentage test of IRC Section
410(b), or by satisfying the non-discriminatory
classification component of the average benefits
test. Both tests are based on the comparison of two
ratios: the ratio of non-highly compensated

employees eligible for the window benefit to all
non-highly compensated employees (the NHCE
percentage); and the ratio of highly compensated
employees eligible for the window to all highly
compensated employees (the HCE percentage). The
ratio percentage test requires the percentage of
non-highly compensated employees eligible for the
window to be at least 70% of the percentage of
eligible highly compensated employees.

The non-discriminatory classification component
of the average benefits test requires that the group
of employees eligible for the window benefit must
be based on classifications that are reasonable
under established business criteria. For example,
the window benefit might be available to salaried
employees who are age 55 or older and who have 25
years of service as of a specific date.

The non-discriminatory classification component
also requires that the percentage of non-highly
compensated employees eligible for the window
must be "reasonable" when compared to the
percentage of highly compensated employees
eligible for the window. The relationship of the two
percentages is reasonable if the NHCE percentage is
at least 50% of the HCE percentage. Depending
upon the concentration of non-highly compensated
employees in the employer's workforce, the NHCE
percentage can be as low as 20.75% of the HCE
percentage and still meet the non-discriminatory
classification component.

The window benefit must also be effectively
available to a non-discriminatory group of
employees. This test is based on the facts and
circumstances, and is essentially a "smell test" for
the IRS. If the window benefit smells bad, the IRS
has a hammer to attack it.

Some of the implications of these rules for the
design of window benefits are as follows:

= The current availability test is most easily
satisfied under the non-discriminatory
classification component of the average benefits
test, since it allows more highly compensated
employees to be eligible for the window than does
the ratio percentage test. However, the price paid by
the plan sponsor for this ease in compliance is that
the group eligible for the window must be defined
by objective criteria. For example, individuals
cannot be excluded from the window benefit by
name, nor can only selected individuals be made
eligible. Consequently, employers wishing to include
or exclude specific employees should consider the
ratio percentage test in the design of the window

since that will likely be the compliance standard.

- If the plan sponsor believes that the highly
compensated employees accepting the window
benefit will create a situation in which the window
benefit will be viewed as effectively available only
to highly compensated employees, then the plan
sponsor should consider offering the window benefit
to highly compensated employees outside of the
qualified plan, through a non-qualified
arrangement.

Unfortunately, the rules described above are not
the only non-discrimination rules to which a
window benefit from a qualified plan might be
subject. Age discrimination rules certainly apply. In
addition, it seems likely that window benefits are
subject to the recently issued proposed regulations
regarding non-discrimination in regard to benefit
amounts. Notwithstanding the fact that these
proposed regulations are intended to be
comprehensive and run well in excess of 300 pages,
the application of these non-discrimination rules to
window benefits is not clear.

Treasury officials are promising some guidance
regarding window benefits during the first quarter
of 1991. But until then, the application of the
proposed non-discrimination rules regarding benefit
amounts is difficult and requires an analysis of
more facts than can be presented in this column. |

Would you like advice from an experienced colleague
on a risk management, benefits management or
actuariat problem? Four features in the Perspective
section of Business Insurance can give you some

Ask A Casualty Actuary, Ask A Beneft Actuary,
Ask A Benefit Manager and Ask A Risk Manager
answer written questions from readers on risk and
benefits management issues and actuarial problems.

This month's column on actuarial
t issues in the benefits field is written
by Wittiam J. Miner, an actuary with
The Wyatt Co. in Chicago. Richard E.
Sherman, a principal with Coopers &
Lybrand in San Francisco, answers
actu(trial questions in the casualty
field, Susan M. Werner, director of
risk management at Harde€'s Food
Systems Inc. in Rocky Mount, N.C.,
answers risk management questions.
Mr. Miner's and Mr. Sherman's

coiumns appear alternately on the

first Monday of each month. Ms. Werner's column
appears alternately on the second Monday Of each
month. Mr. Miner's next column witt appear in April.

Address your questions to ASK, Business Insurance,
740 N. Rush St., Chicago, Ill. 60611. Please give us your
name, titte and employer; however, Business Insurance
wilt consider unsigned letters.

Mr. Miner

Variety abounds in Asian markets

By Douglas N. Smith
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insurance in several Asian and Pacific

price by discounting commissions.

International issues »:

significant revision of the entire tariff

for most industrial properties.

Market commissions are regulated and
range from 10% for ordinary motor
business up to a maximum of 40%; the

average brokerage commission is under

Rim insurance markets and what

multinationals can expect to find there.

Last month we examined the markets
of Japan, South Korea, Taiwan, Hong
Kong and the Philippines (BI, Jan. 7).
This month we willlook at the markets
of Thailand, Malaysia, Singapore,
Indonesia, Australia and New Zealand.

= Thailand.

Thailand's insurance business is
regulated by an Insurance Commission
that has broad authority in the licensing
and sale of insurance. About 50
insurance brokers tend to dominate the
commercial market, and there are also
30 to 40 captive brokers owned by
insurers for the purpose of competing on

Thailand has a unique system whereby
rebating is legal as long as it is done by
brokers and agents, but illegal when
done by insurers. Therefore, most
insurers own a captive broker simply to
be competitive and to provide for
sub-agency commissions to their
innumerable house agents.

Cornmissions may be as high as 25%.
Most large commercial accounts are
rebated 10% to 15%, except for
automobile accounts, which generally
are not discounted. With smaller agents
the tendency is to pay even higher
rebates to offset their inability to provide
much service.

There have been calls for reform over

the last few years, and it appears that a

and commission structure is finally in
the works. Both premiums and
commissions probably will be reduced.

There are some restrictions on the
entry of foreign brokers, but most of the
major international brokers are there on
their own or through correspondents.

- Malaysia

The insurance industry has recently
been placed under the supervision of the
Central Bank, which has issued
numerous new regulations. Historically,
there has been a tariff that was widely
ignored. However, a new tariff that was
promulgated a couple of years ago has
been rather firmly enforced, admittedly
at fairly low levels, since it was devised
largely by freezing the existing fire rates

15%. Individual agents are not permitted
to represent more than two insurers, but
this does not apply to brokers. Rebating
on large accounts is uncommon. Most
international brokers are represented by
their own offices.

Recently a 60-day premium warranty
for virtually all policies has been
instituted, making brokers and agents
liable for any premium not paid within
that period. Since underwriters have
difficulty in getting their policies issued
within 60 days, particularly on
commercial business, it puts stress on the
distribution system.

Another recent development is the

Continued on nezt page
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wide proliferation of direct mail
campaigns by banks, credit card
companies and others selling insurance
policies by mail. The agent is usually a
designated employee who in effect
allows the financial institution to collect
the commissions. This practice is not
prevalent in commercial business.

- Singapore.

Singapore continues to be a market
virtually free of tariff agreements.
Underwriters have agreed to freeze rate
reductions on current commercial
property risks, but it is a fairly loose
arrangement and can be "interpreted" to
the advantage of a particular
underwriter if the risk is large and
attractive and international reinsurance
is available. Even so, property rates are
some of the lowest in the world, largely
due to a very modern infrastructure and
a remote natural catastrophe exposure.

However, while the market is very
free, the Director General of Insurance
has substantial authority to close down
any insurance entity, particularly if
there is any suspicion of inadequate
finances or of fraudulent activity.

Effective Oct. 1, 1990, a 60-day
premium warranty was initiated
requiring that all premiums except
marine and contractors all-risk be paid
within 60 days of policy inception, but it
is too early to judge its effectiveness. In
addition, a serious effort is being made
to register all insurance brokers and
agents, requiring that they demonstrate
professional ability as well as fiduciary
responsibility for premiums.

Every major international broker is
represented, as well as most major
international underwriters, many of
which use Singapore as their regional
headquarters. Singapore is also an
important regional reinsurance center.

Brokers handle about 30% of the total
premium, including most of the large
private commercial business.
Commissions average 12.5% to 15%,
except for benefits business, where
averages are 10% to 12%. Small agents,
including in-house agents, handle
another 15% to 20%. At least 50% of
the business is written directly by
mnsurers.

- Indonesia.

The insurance market is made up of
70 underwriters, including two
government-controlled companies and
12 foreign joint ventures. Wholly owned
foreign companies are no longer
permitted.

Since 1988, the property tariff has
been largely eliminated, creating a much
more competitive market. But, property
premium levels remain relatively high
for a variety of reasons, including the
very small capital base of the great
majority of local companies, which
makes them totally dependent upon

reinsurance for any meaningful capacity.

While brokers are rapidly increasing
their total share of the market, in 1988
less than 25% of the business was placed
through them. The remainder went
through an endless variety of small
agents-many part-timers-or was
placed directly with insurers. In the oil
and gas industry, insurance must be
placed directly with one of two local
companies closely associated with the

government oil monopoly.

While commissions are nominally
regulated in the range of 10% to 15%,
they are often unofficially raised to as
much as 35% for smaller agents, which
rebate most of that amount.

Foreign entities cannot own insurance
brokerages; they can only be represented
by wholly owned Indonesian entities
having an Indonesian name. But, the
severe shortage of qualified Indonesians
makes this impractical. Virtually every
major international broker operates in
Indonesia through a technical service
agreement, which usually gives a
resident expatriate technical adviser
day-to-day operating control of at least
the insurance end of the operation.

- Australia.

Comprehensive Australian legislation
dating from 1984 codifies the activities
of agents and brokers. There are few
written qualifications for brokers, but
they must provide professional
indemnity cover, which is impossible to
obtain without a proven track record. It
is also illegal to vary the rate of
remuneration based on business volume.
A broker or agent also is required to
divulge his commission or fee to a
policyholder upon request.

Commissions payable to agents are
much higher than those payable to
brokers. The average commission paid
to brokers is less than 15%, while agents
average over 20%. It is estimated that
more than 50% of the total premium in
Australia is placed through brokers.
Agents handle an additional 30% to 35%.
Direct writing is legal but infrequent.
There is virtually no tariff.

Australia is probably one of the most

overshopped markets in the world,
making it difficult for underwriters or
brokers to operate profitably.

- New Zealand.

There is one underwriter for every
55,000 people-an even worse ratio than
in Australia. The Accident
Compensation Act, unique to New
Zealand, removes liability for injury
from the courts. The no-fault program
covers automobile liability, medical
malpractice, product liability and
employers liability. An injured party has
no recourse against a negligent party
through the court system. Instead, all
employers pay a levy to the Accident and
Compensation Commission which
provides 24-hour protection to injured
parties. Payment is restricted to the cost
of medical service, an ongoing living
wage and pension for life if necessary,
but only very small lump sum payments
are provided. The net result is that a
major portion of premium available to
underwriters in other countries is
eliminated.

For what business remains in a
non-tariff market, commissions range
from 10% to 15% for commercial brokers
and from 20% to 25% for agents. Most
international brokers are represented. i

Douglas N. Smith is
up and manager Of the
International
Department Of
Johnson & Higgins in
New York. His column
appears the first
Monday of every

month.

Loss of Bmagnet' store can drain retailer's revenues

By The Insurance Institute

of America

making a loss impossible either by refraining from
or by discontinuing the activity that creates the

exposure. Wish respect to net income losses from the

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

This month's question and answer, taken from a
recent national examination in ARM 54-The St,ucture
of the Risk Management Process-demonstrates that
many Of the risk management techniques usually
associated with controlling property Zosses also are
equaUy applicable to controlling an organization's net
income losses; that is, the reductions in revenues
and/or the increases in expenses following any accident
that affects the organization.

Q: Picture Perfect is a small,
one-location camera shop located in a suburban
shopping mall that is also occupied by two major
department stores. Each department store is a
"magnet” that draws customers to the mall and,
therefore, to Picture Perfect.

The proprietor of Picture Perfect recognizes that
she would suffer a severe loss of business if either or
both of these magnet department stores were to be
shut down for a substantial period of time.

Describe four factors the proprietor of Picture
Perfect should consider in estimating the extent of
net income loss the shop would suffer if either of
the magnet department stores were to shut down.

Explain how-if at all-the proprietor of Picture
Perfect could reduce the severity of any such net
income loss through each of the following: segregation
of exposure units, exposure avoidance and contractual
transfer for risk control.

For the two magnet department stores in the mall,
assume that the probability of the first store being
shut down is 0.15 and the probability of the second
store being shut down is 0.12. If the two probabilities

of shutdown are independent, what is the probability
that both department stores will be shut down at the
same time? Is it reasonable to assume that the

probabilities of the two department stores being shut
down at the same time are independent? Justify your

answer.

A: One clearly important factor is

the percentage of Picture Perfect customers who are
attracted by the magnet department stores; the larger
this percentage, the greater the revenue loss Picture
Perfect is likely to suffer while a magnet is closed.

A second factor would be the duration of a magnet
store's shutdown-the longer the shutdown, the more
severe Picture Perfect's revenue loss would be.

A third consideration would be the timing of the
shutdown of a magnet store; any closing during a
peak season for Picture Perfect would cause greater
losses than if a department store were shut down
during Picture Perfect's slow season.

Fourth, Picture Perfect's management needs to
consider its ability to reduce its operating expenses
during the shutdown. To the extent these expenses
can be controlled, so can the store's net income loss.
(Note: Discussion of other appropriate factors also
earned examination credit.)

To reduce the severity of Picture Perfect's net income
loss, any loss control measure must either help
maintain the store's revenue during a shutdown of a
magnet store or reduce its expenses during this period.

If Picture Perfect operated stores at other locations
that were not dependent on these particular magnet
department stores, any shutdown of a magnet would
have a less severe impact on Picture Perfect's overall
revenues. Thus, segregation of exposure units by
increasing the number of stores it operates would help
reduce its net income loss.

Exposure avoidance requires reducing to zero the
probability of loss from a given exposure, that is,

shutdown of a magnet store, exposure avoidance would
entail Picture Perfect's not operating in any malls or
shopping centers with a magnet store. This may not be
possible, especially when virtually any large
neighboring store serves as a magnet for surrounding

retailers.

To use contractual transfer for risk control to reduce
its net income losses, Picture Perfect would have to
make an agreement with another organization to
operate its store and pay Picture Perfect a periodic rent
or royalty that would not be dependent on this store's
net income. It appears unlikely that Picture Perfect
could negotiate such a guaranteed income for itself,
although such an arrangement might be possible under
some special circumstances. (Note: The practical
significance of any measure to reduce the severity of
losses often depends on the likelihood and/or the
severity of those losses.)

The shutdown of both department stores would be
a joint event. With the assumption of statistical
independence, a joint probability of these two
shutdowns is the product of their separate occurrence,
computed as 0.15 x 0.12 = 0.018, or 1.8%.

For these probabilities of shutdown to be
independent, the shutdown of one store must have
no effect on the probability of the other store's closing.
This seems unlikely-any major accident affecting the
entire mall might well close both stores. Moreover, a
general recession might close both stores without any
accident occurring. Therefore, independence probably

is not a reasonable assumption.

The sample questions and answers used in this
column are taken from the Associate in Risk
Management designation curriculum of the IIA. For
more information on the content Of the A.R.M
program, write Dr. G.L. Head, Vp, Insurance Institute
of America, P.O. Box 314, Malvern, Pa. 19355.
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Conn, and Long Beach, Cahf, Feb. 68700, Indianapohs,'Ind 46268, 317- sector attendees IAIABC, 1575 Avia- Chartered Property and Casualty
tion Center Parkway, Daytona Beach, Underwnters and the Boston chapter

407-647-1800, 800-832-2726

FEB. 11-12. Environmental Reg- 26-March 1 in Orlando, Fla, and 875-5250

ulation Documentation Institute Philadelphia, March 54 in Denver,

m San Francisco, sponsored by Exec-
utive Enterprises Inc, $1,045 Execu-
tive Enterprises Inc, 22 W 2Ist St,
New York, N Y 10010-6904, 800-
831-8333, 212-645-7880

FEB. 11-13. Environmental Reg-
ulation Course in Cleveland, spon-
sored by Executive Enterprises Inc,

$1,045 Also Feb. 19-21 m San

and New Orleans, Feb. 25-27 in Dal-
las, March 6-8 m Las Vegas, March
11-13 in Washington, DC, March
12-14 m Los Angeles, March 18-20 in

Chicago, March 25-27 in Atlanta, D

March 26-28 in Philadelphia Execu-
tive Enterpnses Inc, 22 W 2Ist St,
New York, N Y 10010-6904, 800-
831-8333, 212-645-7880

FEB. 11-13. Accident Investiga-
tion seminar in Calgary, Alberta,
sponsored by the International Loss
Control Institute, $675 for ILCI

Diego Clo J'

ST

members, $750 for non-members rlk= 1 i
Also March 19-21 in Cleveland f

ILCI, P O Box 1898, 4546 Atlanta --J

Highway, Loganville, Ga 30249,
404-466-2208

FEB. 11-15. Modern Safety Man-
agement seminar m Atlanta, spon-
sored by the International Loss Con-
trol Institute, $855 for rnennbers,
$950 for non-members Also Feb. 25-
March 1 m San Francisco, March
4-8 in Calgary, Alberta, Lexington,
Ky, and Atlanta, March 11-15 in

San Juan, Puerto Rico, and Salt Lake

City, March 18-22 in London and
Los Angeles ILCI, P O Box 1898,
4546 Atlanta Highway, Loganville,
Ga 30249, 404-466-2208

FEB. 11-15. Accredited Safety Au-

ditor seminar m Mexico City, spon-
sored by the International Loss Con-
trol Institute, $1,050 for ILCI
members, $1,250 for non-members
Also Feb. 25-March 1 in Vancou-
ver, British Columbia, Cleveland,
Madrid, Spain, March 4-8 in San
Francisco, March 11-15 in Atlanta

and.l.exmgtan, Ky, March 18-2§ m -8

Box 1898, 4546 Atlanta Highway,
Loganvlite, Ga 30249, 404-466-2208

FEB. 12. Employers Council on
Flexible Compensation Regional
Conference m San Francisco, spon-
sored by the ECFC, $185 for ECFC
members, $195 for non-members
Also Feb. 14 m Phoenix, Feb. 21 m
Kansas City, Mo, Feb. 26 in Tampa,

Fla, March 26 in Denver, April 23
in Indianapolis, April 24 in New
York City, April 30 m Chicago, May

16 m Momstown, N J ECFC Confer-

ence Center, Dept 5063, Washmgton,
DC 20061-5063

FEB. 12. Fleet Driver Improve-

ment Program in Los Angeles,

sponsored by Consolidated Service

Corp , $88, discounts for additional
participants from same company
Also Feb. 15 in San Francisco, Feb.
19 m Seattle, Feb. 21 Washmgton,
D C, March 12 in Fort Lauderdale,
Fla , March 14 in Tampa, Fla ,
March 26 m Chicago, March 28 in
Milwaukee, April 9 m Philadelphia,
April 11 in New York, April 23 m
Rochester, April 30 m Atlanta Ron

Starr, CSC, 2500 Devon Ave, Elk

Grove Village, Ill 60007, 708-640-
2666

FEB. 12. Workers Compensation:
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Many remsumnce companies
offeryou two options:take itorleave it.

That's because they view all of their custom- also believe in close communication with

ers alike

Prudential Re knows better. So we come

up with unique solutions, by tailoring our
plans to fit your unique business needs.

clients, no matter how large or small

So If you think your reinsurance company
is overlooking some of your most important
features, find another one Prudential Re

We know about those needs because we

Prudential Re e

Available directly or through an intermediary

© 1989 Prudential Reinsurance Company. a subsidiary of The Prudential Insurance Company 01 America, Newark New Jersey

, 43 0. :.ar,

CPCU, 720 Providence Road, P O
Box 3009, Malvern, Pa 19355, 215-

Cont*nued on next page
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Datebook FEB. 19-20. Successful Strategies FEB. 19-22. Reinsurance Contract in Springfield, sponsored by the lllI- Suite 170, Walnut Creek, Calif
for Resolving Insurance Claims Wording seminar m Ossmmg, NY, nois State Chamber of Commerce, 94596, 415-676-2320
Litigation conference in New York sponsored by Robert W Stram Se- $120 for Chamber members, $180 for
City, sponsored by Executive Enter- mmars Inc , $1,595 Robert W Strain non-members Also Feb. 28 in Cm- FEB, 22, National Health Propos-

Continued *om prev:ous page prises Inc, $1,045 Executive Enter- Seminars Inc, Box 1000, Wmgdale, cago ISCC, 20 N Wacker Dme, Cni- ala workshop in Los Angeles, spon-
of the Society of CPCU, $100, $20 pnses Inc, 22 W 2Ist St, New York, N Y 12594, 914-832-9384, 212-677- cago, |l 60606-3083, 312-3 72-7373 sored by the Health Research Insti-
exam registration fee Eonnie Kins- NY 10010-6904, 800-831-8333,212- 5974 tute, $295 Also May 16 in
ley, Continuing Educaticn Coordlna- 645-7880 FEB. 21. Where are the Changes? Milwaukee, June 27 in Honolulu
ton The Society of CPCU, 720 Provi- FEB. 20. Organizational Implica- In-Depth Review of the Commer- Workshop Coordinator, Health Re-
dence Road, P O Box 3009, Malvern, FEB. 19-20. Eleventh Annual Em- tions of Drug Abuse Program- cial Property Policy workshop in search Institute, 1600 S Main Plaza,
Pa 19355, 215-251-2735 ployee Benefits Conference m New ming: Making the Organization Manchester, NH, co-sponsored by Suite 170, Walnut Creek, Calif

York City, sponsored by The Confer- Work for You satellite telecon- The Society of Chartered Property & 94596, 415-676-2320
FEB. 14-15. The Second Annual ence Board, $810 for Conference ference, co-sponsored by Cahforma Casualty Underwriters and the New
Seminar on Opportunities in the Board associates, $935 for non-asso- State University-Chico and the Na- Hampshire chapter of the Society of FEB. 24-26. Health Maintenance
Public Sector Excess and Reinsur- ciates, add $80 for optional work- tional Institute on Drug Abuse, $75, CPCU, $85 for society memiers, $105 Organization Policy Conference in
ance Market in Marco Island, Fla, shops The Conference Board Inc , add $25 after Feb 4 Regional and for non-members, add $15 after Feb Washington, DC, sponsored by the
sponsored by Tillinghast, $750, $650 P O Box 4026, Church Street Sta- Continuing Education, California 7 Bonnie Kinsley, Continuing Edu- Group Health Assn of America, $570
for government entities Eileen Calla- tion, New York, N Y 10261-4026, State University-Chico, Chico, Calif cation Coordinator, The Society of for GHAA members, $670 for non-

han, Conference Direclor, Towers, 212-339-0290 95929-0250, 916-898-6105 CPCU, 720 Providence Riad, P O members, add $85 after Feb 1, $275
Pemn, Forster & Crosb,6 100 Sum- Box 3009, Malvern, Pa 19355, 215- for government employees GHAA/
mit Lake Drive, 3S, VValhall:, N Y FEB. 19-20. Park & Recreation FEB. 20-21. Health Care Cost Con- 251-2735 Registrar, 1129-20th St , NW, Sulte
10595, 914-745-4611 Risk Management & Safety Se- tainment workshop m Los Angeles, 600, Washington, D C 20036, 202-

minar in Orlando, Fla, sponsored sponsored by the Health Research In- FEB. 21-22. Chemical Labeling 778-3236
FEB. 14-15. Obtaining Insurance by Risk Management Seminars, $275 stitute, $595 Also March 12-13 in and Regulation conference in
for Pollution Liabilities: The Also Feb. 21-22 in Denver Risk Atlanta, April 9-10 in Dallas, May Washmgton, DC, sponsored by Ex- FEB. 25-26. Improving Reinsur-
Ninth Annual Hazardous Sub- Man agementSeminars,PO 14-15 in Milwaukee, June 25-26 in ecutive Enterprises Inc, $1,045 Ex- ance Collections conference in New
stance Conference m Wasington, Box 1601, Sonoma, Calif 95476- Honolulu Workshop Coordinator, ecutive Enterprises Inc, 22 W 2Ist York City, sponsored by Executive
D C, sponsored by Executive Enter- 1601 Health Research Institute, 1600 S St, New York, N Y 10010-6904, 800- Enterprises Inc, $1,045 Executive
pnses Inc, $1,045 Executive Enter- Mam Plaza, Suite 170, Walnut Creek, 831-8333, 212-645-7880 Enterprises Inc, 22 W 2Ist St, New
prises Inc, 22 W 2Ist St, Neu York, FEB. 19-20. Successfully Obtain- Cahf 94596, 415-676-2320 York, NY 10010-6904, 800-831-
N Y 10010-6904, 800-831-8333, 212- ing Permits Under the New 1990 FEB. 21-22. Employee Benefits m 8333, 212-645-7880
645-7880 Amendments to the Clean Air Act FEB. 20-22. Techniques of Risk Bankruptcy and Lending Trans-

in Washington, DC, sponsored by Management Course in Atlanta, actions institute m New York City, FEB. 25-26. Insurance Regulation
FEB. 14-16. Environmental Law Executive Enterprises Inc, $1,045 sponsored by the Risk & Insurance sponsored by the American Bar Course in New York City, sponsored
seminar in Washington, DC, co- Also March 27-28 in Orlando, Fla, Management Society Inc, $495 for Assn, $525 for ABA membens, $550 by Executive Enterpnses Inc, $1,045
sponsored by the Environmental Law and April 8-9 in Denver Executive RIMS members, $595 for non-mem- for non-members, $495 for sponsor- Executive Enterprises Inc, 22 W
Institute and The Smithsonian Insti- Enterprises Inc, 22 W 2Ist St, New bers, less than six weeks prior to ing section members Also April 25- 2Ist St, New York, N Y 10010-6904,
tution, $435 Registrar, American York, N Y 10010-6904, 800-831- course add $45 Also March 25-27 in 26 in Chicago ABA, Dius.on for 800-831-8333, 212-645-7880
Law Institut-American Bar Assn, 8333, 212-645-7880 Ottawa, Ontano, June 5-7 in Kansas Professional Education, Dept NI1617/
4025 Chestnut St , Philadelphia, Pa City, Kan, Sept. 4-6 m Boston, Dec. 618, 541 N Fairbanks Ccurt, Chi- FEB. 25-26, The New Clean Air
19104, 215-243-1661 FEB. 19-21. Training Course in 4-6 1n San Francisco Education cago, Ill 60611-3314, 312-988-6200 Act From A-Z conference in Chi-

Occupational Hearing Conserva- Dept, RIMS, 205 E 42nd St, New cago, sponsored by Executive Enter-
FEB. 19. Maximizing Coverage; tion in San Antonio, Texas, spon- York, N Y 10017, 212-286-9292 FEB. 21-23. Quallified Plans, PCS prtses Inc, $1,045 Executive Enter-
Minimizing Costs seminar m Lan- sored by Impact Hearing Conserva- and Welfare Benefits seminar in prises Inc, 22 W 2Ist St, New York,
sing, Mich, sponsored by The Society tion Inc, $325 Also March 13-15 FEB. 20-22. Claims Management Scottsdale, Ariz, sponsored by the N Y 10010-6904, 800-831-8333 or
of CPCU, $105 for society members, and June 5-7 m Kansas City, Mo, course in Orlando, Fla, sponsored American Law Institute/American 212-645-7880
$125 for non-members, add $15 after April 9-11 in Birmingham, Ala , by the Risk & Insurance Manage- Bar Assn Registrar, ALI/ABA, 4025
Feb 5 Tricia Hogan, Continuing April 17-19 in Lancaster, Pa, May ment Society Inc, $545 for RIMS Chestnut St , Philadelphia, Pa 19104, The Datebook 2, compiled *om no-

Education Coordinator, The Society 8-10 in Milwaukee Impact Hearing members, $645 for non-members, 215-243-1661 tices sent to Business Insurance No-
of CPCU, 720 Providence Roai, P O Conservation Inc, 406 W 34th St, less than six weeks prior to course tzces should be sent at least ezght
Box 3009, Malvern, Pa 1935:-0709, Suite 400, Kansas City, Mo 64111, add $50 Also June 5-7 in San Fran- FEB. 22. Advanced Cost Contain- weeks in advance to Datebook, Bust-
215-251-2773 800-346-2139 cisco, Sept. 25-27 m Boston, Nov. ment workshop in Los Angeles, ness Insurance, 740 N Rush St, Chz-

20-22 in New Orleans Education sponsored by the Health Research In- cago, m 60611-2590 Please include
Dept, RIMS, 205 E 42nd St, New stitute, $295 Also March 14 in At- all reglstrat:on :nformatlon Business

York, N'Y 10017, 212-286-9292 lanta, April Il in Dallas, May 16 m Insurance reserves the nght to select
Milwaukee, June 27 in Honolulu meettngs of most mterest to its read-
FEB. 21. lllinois Employment Workshop Coordmator, Health Re- ers and cannot guarantee that notices
C O B R Q Laws and Regulations conference search Institute, 1600 S Main Plaza, will be pnnted
Municipal bond insurance
Continued from page 2 that surveillance will continue to Elliott said

bond volume reaching 27% to 30%, be a high priority for the Industry MBIA's success is not dependent
compared with 26 1% in 1990 in 1991.," he said On 1ts portfolio remaining loss-
“First and foremost, rising credit Mr Elliott pointed out -hat there free, according to Mr Elliott "Our

concerns will continue to result in is a big difference between budget success is dependent upon the re-
a flight to quality and increased deficits and defaults "Municipal siliency of municipal issuers, the
investor preference for insured credits have a demonstrated record fact that we are obligated to pay

The most popular Ccbra Software SyStem In use tOday' issues," Mr Elliott said He noted of financial strength even during principal and interest when due,

that retail investors, the dominant tough times," he said and the likelihood that any insured
, i buyers of municipal bonds, like the The retail buying trend also Will default would be short-term and
If you're not using Corporate security that insurance offers help financial guarantee insurers, restoration would be repaid "
Cobra Manager, you don't know The recession also could stimu- according to Mr Elliott Bond insurers will weather the
how easy Cobra administration late issuers' interest in obtaining Uncertainty about the equity recession, Mr Elliott predicted
can be' Over 2,300 employers insurance because It permits them markets created by the war and al- "Bond insurers enter this period of
——tHif, UL, IM--- have chosen Corporate Cobra to lower their borrowing costs, Mr most certain increases in state and economic stress with strong bal-
ManagerfromTravis Software Elliott said local taxes as municipalities try to ance sheets, insured portfolios that
- - In addition, credit ratings may close budget gaps will accelerate are diverse and of high quality, in-
Crm—— The system automatically pro- be downgraded for many issuers demand for high quality, safe, tax- vestment portfolios of securities of
duces up to 29 letters, forms and faced with widening budget gaps, exempt investments, he said double-A or better-clearly free of
documents required by COBRA reduced federal aid and lower tax "It is the individual biyer who junk bonds and bad real estate
Easy-to-use and automatic, it revenues Triple-A ratings con- most needs and demands insur- loans-and the kind of growing
performs record-keeping, cor- ferred by municipal bond insurers ance," he said earnings which add significantly
respondence generationandpre- would help sell bonds to generate In addition, during times of eco- to our capital strength "
needed revenue, Mr Elliott said nomic stress, insured bondholders David C Clapp, managing direc-

miumbilling Includes COBRA

"Our target market may expand who decide to sell their holdings tor of Goldman Sachs & Co of
amendments passed November

as state credits like Pennsylvania before maturity find it easier and New York and the partner in

1989.
and Rhode Island might, for the less costly than do those with un- charge of its municipal bond de-
Travis Software Corp supports first time, benefit from bond insur- insured bonds, Mr Elliott said partment, agreed that the munici-
ance "In fact, there could tave been pal bond market will grow this

\u- and updatess Corporate Cobra

Manager as new regulations
arise and new teatures are added

"The flip side of this is, of no more happier holders of Phila- year
course, that some credits will fur- delphia bonds during the panic But Mr Clapp predicted even

ther deteriorate and will therefore tha t followed the S e otember greater growth new issue volume
Phone: 1-800-521-5409

not be able to meet an insurer's un- downgra(ling of Philadelphia than of $140 billion in 1991
MANAGER or m Houston, call (713) 496-3737

derwriting criteria, but this uni- those whose bonds were Insured,” Infrastructure nnust be repaired
verse will not, in my Judgment, be Mr Elliott said and municipalities cannot raise
Othe, Emplmee B 111 6*temdnclude Tim,Fle, Gioup Pt.mom nearly as large as the former one " Uninsured investors who sold any more taxes, which means they
Billint: Munage, Petti ee Pl emmmm Billmg Man<t,jet tind Tiart*Comp Mr Elliott said that even if the Philadelphia bonds after the must issue bonds, Mr Clapp said
recession deepens, he does not ex- downgrading received about 18% Also speaking at the forum were
pect widespread defaults of m- less m value than insured holders, - Sally B Hernandez-Pinero,
NAMF S| ed munlcao ssue"s because according to Mr Ellio New York City's deputy mayor for
Travis Software 1 they are for bread and butter,” or MBIA has insured some of the financial and economic develop-
TTLE essential, services city's general obligation bonds (BIl, ment, who discussed the city's fis-
1001 S Gairy Ashierd Suite 20¢ . Hou.ton Texas Im77 1
(OMPANY Phone 1 800 521 5409 or ir Hozion cu,1 913) 496 3/37 And, municipalities are under Oct 8, 1990) cal outlook
1 PLEOF SEND MORE INFORMATION ON 1 great pressures "to avoid the "While our product doe:n t guar- - Broker James A Lebenthal,
STREET ' 1 Cormiate (Gha Manage, Limmflex | stigma of even a hint of default be- antee market value, recent history chairman of New York-based Le-
CITY, STATE ZIP 8] etree FremiuM llmg Manogm 1 cause eve.ntually they W|Il-have to reveals t.hat protectlo.r against b?nthal & Co, who said there is
s . . tap the capital markets again," he downgrading or potential down- still a large, untapped market of
TELEPHONE M th,m|m 0,11,9 h L Zlews/lomp noted grading is certainly an important retail investors in municipal

- However, "there is no question unadvertised added benefit,” Mr bonds



Tort reform

Continued from page 3

In addition, Washington, D.C.-
based says in its 41-page "State
Tort Reform Outlook for 1991," re-
leased late last month, that it ex-
pects tort reform bills will be in-
troduced in at least 28 states and
Washington, D.C., this year.

According to Diane Swenson,
ATRA's vp-legislative affairs, such
bills are expected to be introduced
in Alaska, Arkansas, California,
Colorado, Delaware, the District of
Columbia, Florida, Georgia, Indi-
ana, lowa, Louisiana, Maine,
Maryland, Massachusetts, Michi-
gan, Minnesota, Mississippi, Mis-
souri, Nebraska, Nevada, New
York, North Carolina, Pennsylva-
nia, Rhode Island, Texas, Vermont,
Washington, Wisconsin and Wyo-
ming.

Medical malpractice liability
and product liability concerns are
paramount, Ms. Swenson said.

Despite that ambitious agenda,
"defense is absolutely key in
1991," Ms. Swenson stressed. She
said that protecting earlier reforms
will require extra vigilance this
year.

Tort reform advocates expect
challenges ranging from efforts by
the trial bar and others in Louisi-
ana to allow punitive damages
under some circumstances to
wholesale attempts to roll back
many years' worth of tort reforms.

Kansas and Montana are likely
key battlegrounds in 1991, said Ms.
Swenson. In both states, anti-tort
reform forces gained in the 1990
elections and tort reforms have not
been effectively challenged in past.

In addition, Kansas has long fa-
vored tort reform, she said.

Results of the 1990 elections
"have dramatically reinforced the
need for a defensive effort” in
Kansas, noted the ATRA report.

During the 19805, Kansas capped
non-economic damages at $250,000
and punitive damages at $3 mil-
lion, among other reforms.

"As a result of these changes, li-
ability insurance rates have stabi-
lized and even declined. Most nota-
bly, Kansas physicians saw a 25%
decline in professional liability in-
surance premiums,” the report
says.

But in 1990, the Kansas Coali-
tion for Tort Reform turned its ef-
forts to defending measures like a
$100,000 cap on wrongful death

claims.

"With the election of a new
Democratic governor and a Demo-
cratically controlled House of Rep-
resentatives, the new speaker of
the House and the House judiciary
committee chairman, outspoken
critics of tort reform have declared
their intention to dismantle the
tort reform package enacted dur-
ing former Gov. (Mike) Hayden's
term," the report says.

Tort reform was not a major
issue in the Kansas elections,
which turned on an unpopular
property tax measure (Bl, Nov. 12,
1990).

Changes in the balance of politi-
cal power could also make at-
tempts to rescind tort reform mea-
sure likely in Montana. Both
houses of the state legislature are
overwhelmingly Democratic, and
the ATRA report contends that a
bill to repeal the state's 1987 limit
on joint and several liability prob-
ably will be introduced.

Under the 1987 statute, defen-
dants found less than 50% at fault
would be liable for only their share
of damages. ATRA predicts a bill
lowering that to 10% will be intro-
duced.

ATRA also expects tort reform
opponents in Montana to introduce
legislation calling for the repeal of
a 1987 law allowing courts to con-
sider collateral sources of mone-
tary awards, like workers compen-
sation, to reduce compensatory
awards (BIl, June 8, 1987).

Defending earlier victories could
be difficult, says Ms. Swenson.

"1990 was a difficult election
year."

However, poor economic condi-
tions in some states could help
those either defending existing re-
forms or seeking new ones, Ms.
Swenson said. Reformers will
argue that existing or new reforms
will help states retain business and
compeze for new business.

The economic outlook also will
work against new tort reforms in
some states, Ms. Swenson said.
Lawmakers in those states will
focus their attentions on balancing
state budgets and dealing with the
economic downturn, Ms. Swenson
said.

ATRA's report notes that the
"Rhode Island Legislature will be
concerned about the state's econ-
omy, the banks and savings and
loan institutions in the state and
the budget deficit. These priorities
will make it difficult to enact tort
reform legislation in 1991."

And, in Mississippi, "due to the

Continued on next page
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Tort reform

Continued from previous page
worsening economic situation," the
outlook for reforms like bifurcated
trials in punitive damage cases "is
not bright."

Meanwhile, various state tirt re-
form coalitions will continue to
press for reforms in more than half
of the states, particularly in medi-
cal malpractice and product liabil-
ity, Ms. Swenson said.

Medical malpractice liability re-
form bills are expected to be intro-
duced in Colorado, the District of
Columbia, Georgia, Maine, Massa-
chusetts, Michigan, Nevada, New
York, North Carolina, Pennsylva-
nia, Rhode Island, Texas, Utah,
Vermont, Washington and Wiscon-
sin.

New York will be a key state for
possible medical malpractiDe re-
forms, according to Ms. Swenson.

Gov. Mario Cuomo's interest may
indicate a chance for action this
year, she said. She points out that
he recently endorsed a no-fault
compensation plan for neurologi-
cally impaired infants.

The governor also noted that
while reforms enacted from 1985 to
1987 led to lower malpractice pre-
miums for many physicians, ob-
stetricians and gynecologists are
still waiting for relief.

In addition, since 1985 physic-
ians have supported legislation
that would cap damages for pain

and suffering at $350,000. The
state Senate previously has passed
such legislation, so doctors remain
"hopeful that with the governor's
call to action, legislation will be
enacted in 1991," ATRA noted.

Other states in which medical
malpractice liability reforms may
be enacted are Massachusetts and
Michigan, Ms. Swenson said.

The states expected to consider
product liability bills are Califor-
nia, Florida, Hawaii, lllinois, Indi-
ana, Michigan, Mississippi, New
York, Pennsylvania and Texas.

Because of its size and the
chances for success there, "the
focus will be on Texas, Texas and
Texas,” Ms. Swenson said. Texas
has "always been a priority" for
product liability reform, she said.

In 1989, the Texas House passed
a comprehensive product liability
bill that was filibustered to death
in the Senate, Ms. Swenson said.

A bill will be introduced this
year to continue the effort, she
said. The Texas Legislature did not
hold a regular session in 1990.

The product liability reform bill
that ATRA expects to be intro-
duced in the Texas Legislature
would require a separate trial for
determining punitive damages,
limit sellers' liability and establish
a "state-of-the-art" defense, Ms.
Swenson said.

New York and Pennsylvania also
will be key states for product lia-
bility tort reform because of their

size, she said.

According to ATRA's legislative
outlook, legislation will be intro-
duced in New York this year to,
among other things:

- Modify the state's do ctrine of
joint and several liability so de-
lendants found less than 50% re-
sponsible for damages cannot be
held responsible for more than

Washington, D.C., law firm
Crowell & Moring.

Mr. Schwartz pointed to the
"very substantial effort” to enact
product liability reform in Texas
as a positive sign.

Another positive sign, he said: A
renewed push for product liability
legislation following the narrow
defeat of a last year in Pennsylva-

Reform efforts will proceed 'most expeditiously’

in the courts, contends Victor Schwartz,

a Washington lawyer and tort reform advocate.

'If the courts are more receptive to well-crafted

defense arguments, that's good for tort reform.’

their individual share.

= To bar liability when a claim-
ant has expressly assumed risk in
using a product and has continued
activity that caused exposure to
the risk.

» Require plaintiffs contending
that design defects were responsi-
ble for an accident to prove that
manufacturers had a feasible al-
ternative way of making tne prod-
Lct that would have prevented the
accident.

"The two states where something
positive could happen are Texas
and Pennsylvania," said product
liability reformm proponent Victor
Schwartz, a partner with the
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nia--a state ATRA considered one
of the most difficult in the country
for enacting tort reforms.

However, Mr. Schwartz added:
"Where | see tort reform proceed-
ing most expeditiously is in the
courts." He said that cour:s appear
more receptive to defense argu-
ments now than any time in the
last quarter century.

"If the courts are more recep-
tive to well-crafted defense argu-
ments, that's good for tort reform,"
he said. Rather than relying solely
on precedent, tort reform advo-
cates need to show why defense ar-
guments represent sound public
policy, he said.

INn other areas of tort reform,
states expected to consider
changes in punitive damages stat-
utes are Alaska, California. Flor-
ida, Indiana, lowa, Maryland and
Pennsylvania.

ATRA expects legislation deal-
ing with joint and several liability
in Delaware, the District of Co-
lumbia, Florida, Maine, Minnesota,
New York, Oklahoma, P€nnsylva-
nia, Rhode Island, Washington and

C Efilti

1. ENROLL

MAKES SUCCESS

Wisconsin.

Legislatures in California, the
District of Columbia, Pennsylva-
nia, Rhode Island and Wyoming
probably will deal with some legis-
lation concerning collateral
sources, such as allowing juries to
learn of collateral sources of com-
pensation when considering
awards, according to ATRA.

ATRA also expects at least 18
states to consider some "generic"
reforms, such as imposing penal-
ties for filing frivolous lawsuits
and expanding immunity for gov-
ernmental entities.

ATRA expects generic reform
legislation to be introduced in
Alaska, Arkansas, California, Del-
aware, Florida, Indiana, Maine,
Maryland. Minnesota, Missouri,
New York, Oklahoma, Pennsylva-
nia, Rhode Island, Texas, Washing-
ton, Wisconsin and Wyoming, as
well as Washington, D.C.

Another area of increasing inter-
est to the various state groups sup-
porting ATRA is "protective
order" legislation, said Ms. Swen-
son. Such laws limit the ability of
parties settling a suit to keep set-
tlement terms sealed.

ATRA has not taken a position
on the ma-ter, but many state co-
alitions are against opening such
records, she said. The coalitions
believe that opening those settle-
ment records will invite additional
lawsuits. Proponents of toughening
the rules on sealing settlements say
the records are a matter of public
information and should be avail-
able.

Ms. Swenson said protective
order legislation has been intro-
duced or is expected to be intro-
duced in a: least 13 states: Alaska,
California, Colorado, Delaware,
Florida, Hawaii, lllinois, Missis-
sippi, New Jersey, New York,
Pennsylvania, Rhode Island and
WV ashimgtorm . 1
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U.K. insurers ban gradual pollution cover

By GAVIN SOUTER in respect of po,lution or contami- PLC in London Commercial renewals Robert Robinson, general man-
nation other than caused by a sud- Union expects to include the clause A Royal spokesman says its rein- ager non-life at Swiss Reinsurance

LONDON-Most major British den identifiable unintended and in all of its new and renewal poll- surers are forcing it to introduce Co (U K ) Ltd in London con-
Insurers soon will introduce grad- unexpec:ed incident which takes cies beginning this spring, he said the clause "Punitive action by firmed that reinsurers are refusing

ual pollution exclusion clauses into place in its entirety at a specific Guardian Royal Exchange PLC reinsurers has meant that we have to cover gradual pollution risks,
commercial general liability poli- time and place curing the period of will be introducing the gradual had to withdraw cover from our in- but said that the restriction had
cies for U K companies insurance” (Bl, Oct 8,1990) pollution clause immediately for sureds because we can not get been agreed to by an ABI commit-
The move to exclude gradual Most major British insurers have new business and for all renewals cover ourselves " tee that met throughout 1990
pollution incidents from British said that they Will Introduce the starting Aug 1, a spokesman said General Accident Fire & Life As- "Reinsurers have agreed with the
commercial general liability poli- clause or a variation this year He blamed "liberal interpretation surance Corp PLC also will in- direct offices on the sort of cover
cies stems from an Assn of British "The world has become more en- of the old wordings, particularly in clude the gradual pollution exclu- we should be providing in the U K
Insurers circular issued to mem- vironmentally conscious and it the U S courts" for the change sion clause in new and renewal and they agreed that they should
bers in July 1990 does seem clear -hat gradual pollu- Royal Insurance PLC intro- policies beginning March 1 And only (provide) gradual pollution

The trade group suggested a new tion risks will become more and duced the clause on Feb | for new Sun Alliance Insurance Group cover for innocuous risks What
gradual pollution exclusion clause more of a problem for us," said a business and will introduce the PLC expects to include the clause has happened IS that the big offices
"This policy excludes all liability spokesman for Commercial Union new policy wording on March 1 for for all policies this spring Continued on next page

VWar exclusions bar cover 11=U marine losses R

In the past three years, losses of bulk and combination vessels have
begun to outstrip other classes of ships. ,

for Gulf oil spill damage

= 7 "0 0 —a B _ — —
By MARIA KIELMAS Last week, US Jets bombed pipe- Inc of White Plains, NY, which . . . )
lines that feed the offshore oil ter- operated the Wafra oil field on the J Tankers Bulk & combination carriers Other carriers !

LONDON-AIlthough damage minal in an effort to stop the flow Kuwait side of the former Saudi 1088 Number Gross metric tons
from the Persian Gulf 011 spills is of oil into the GI-If neutral zone, a spokesman for the
expected to take a heavy toll on The crude oil was produced by company confirmed 13 144,371
business and the environment, in- the Kuwait 011 Co, a subsidiary of Before Aug 2, production from 8 133,654
surers will pay few if any claims the state-
because of war risk exclusions, owned Kuwait ' X ' ' I 126 497,831
Middle Eastern insurers say WAR Petroleum field cm ’IHQ, afrels, WW. Tddi . 147 275.856

Despite the lack of insurance, Corp , a KPC day All the oil is pumped to the ’

Saudi Arabia and other Gulf states in the spokesman in Mina Saud refinery in the former 1989 ' Number Gross metric tons
are taking steps to minimize dam- G U I_ I: London con- neutral zone, which is operated by - 13 313,464
age from what 15 the world's worst firmed Texaco subsidiary Getty Oil Co

011 spill to date Before the The Texaco spokesman said that 16 306,337

As of late last week, several sep- Aug 2 Iraqi Iraqi forces could have damaged 10 “*hhhi A
arate oil spills in the Gulf had been invasion, KPC to 12 wells out of a total of 360 in 127 458,276
identified was producing about 1 5 million the Wafra and other fields "Look-

The largest slick was caused by 8 barrels of oil per day, meaning ing at photographs, we saw 10 to Total 156 1,078,077
million barrels of crude oil pump- losses up to the end of January are 12 wellheads destroyed We don't 1990 Number Gross metric tons
ing out of Kuwait's Sea island ter- about 273 million barrels of oil At know if they were shot off or de- /6/7.1.ir/ll 14 224,884
minal that produced a slick 60 an average 011 price over the period tonated,"” he said "
miles long by 12 miles of $25 per barrel, KPC's financial Texaco has not yet assessed ItS 19 704,615

The Iraqgi forces occupying losses would total $6 83 billion financial losses related to the Gulf —_d/Jdhdri
Kuwait reportedly began pumping The Kuwaiti crude did not in- war, he said 108 295,966
the crude into the Gulf on Jan 25 clude any oil produced by Texaco Cont:nued on page 31 Total 141 1 295465

ota i B

Sour¢*. Insmute ot London Underwriters

Australian storm losses

IL hairman
Insured claims estimated to hit $115 million U cha an sees

- L}
By KATE McILWAINE ney, New South Wales, last month Queensland foab | I t h k f I I
is expected to produce insured Rockhampton, mﬁ 3§€(£rnl|es ra e I e S O OWI n g
BRISBANE, Australia-Losses claims of about $100 million Aus- north of Brisbane, was isolated by
from Cyclone Joy and subsequent tralian ($78 3 million) flood waters for more than a week

B e Cusonsr e e e vt et earecurercr. 3 y@a rs of losses
Decem ber and Janu ary have Queensland coas-. during the week penteria in Far North Queensland y

caused as much as $300 million before Christmas, bringing gale- was still isolated by floodwaters

Australian ($234 9 million) in dam- force winds to the area before It late last month, though food and By GAVIN SOUTER teriorating record

ages, although insured losses are moved out to sea on Dec 25 The supplies were being dropped to While premiums written by ILU

likely to be less than $15 million worst wind damage was sustained residents of the region by helicop- LONDON-A combination of di- members rose 3 7% to 1.68 billion

Australian ($12 5 million), insurers in Cairns, Queensland, about 930 ters sastrous losses for the third con- pounds In 1990 ($3 24 billion at

say miles north of Brisbane The Queensland government de- secutive year in 1990 and more ex- year-end 1990 exchange rates)
In addition, a severe electrical The cyclone was followed by rain clared the north and central re- pensive reinsurance will force from 1 62 billion pounds in 1989

and windstorm that blasted Syd- that deluged Northern and Central gions of the state a disaster area marine and aviation underwriters ($2 61 billion at year-end 1989 ex-
after assessing the extent of dam- in the Institute of London Un- change rates), claims increased
ages derwriters to increase rates in 27 6% to 273 billion pounds ($5 27
Livestock and crops, as well as 1991, says the ILU's chairman billion) from 2 14 billion pounds
£ roads and bridges sustained the "We have come through a period ($3 45 billion) in 1989
' ' _F:-;ita most damage from the cyclone, but 'of unprecedented gloom with all of The figures are not precise indi-

«" Zt . R
were largely uninsured Coverage us blaming each other for the re- cators of losses, however, because

Calms , 5, 1,:.p, for flood damage is not commonly duced premium available but the claims figures include reinsur-
purchased in Australia without many of us associating ance claims paid

Q.,eensland Graham C Jones, Queensland that reduced premium with the Predicting improved results in

Mackay regiona_l manager f_or the Ins_urance continuin_g Iie_a_bility—or maybe in- 1991, Mr MeMahon points tq to

AUSTRALIA Council of Australia, says figures creased Ilabl_llty—that we have l_’edgced reinsurance capacity,
Rockhampton have not yet been collected from taken on board without adequate which is around 50% of 1989 levels,

R all underwriters, but he expects premium resources," Chairman and increased reinsurance rates
insured losses to be between $10 Declan MeMahon said at the ILU (BI, Jan 7)

Brisbane , million and $15 million Australian annual general meeting last week But rate increases in the direct
($78 million and $11 7 million), The ILU 15 an aviation and ma- market may have to be spread over
most of which will be for personal rine insurance market made up of several years rather than follow
property damage London insurance companies Its the lead of the excess-of-loss mar-
The largest commercial claim underwriters, like those at Lloyd's ket, which increased rates 200% to
g. Omv=z,er Sydney 7 Mr Jones said he knew of was a of London, subscribe to a single 300% during the 1990 year-end re-
-k $200,000 Australian ($156,600) policy that brokers carry from un- newal season, said Tony Nunn,
9 claim for water damage to a hotef)derwrlter to underwriter until  general manager of Scottish Lion
13 on the Cairns waterfront He could 100% of the risk is placed Insurance Co Ltd and the ILU
3 not |dent|fy the hotel "l can tell you positively that all spokesman on marine hull insur-

Suncorp, the Queensland gov- sections of the account-hull, ance
ernment-owned insurer, has re- cargo and aviation-showed a loss "The catastrophe market has in
7 < : 4 ceived 4,130 claims totalmg more in 1990," said Mr MeMahon recent years had to pay a dispro-
Cont:nued on nezt page Underwriting results show a de- Continued on nert page

1, "™im//F
New South

Wales

GRAPHIC BY CYNTHIA WATSON
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ABI exclusion countries take a different approach to launch a similar facility for Eu- ILU 1990 results be too optimistic Perhaps the best
to this type of cover," said Mr ropean clients by July The Swiss that can be said at the moment is
Continued from previous page Pountney "The risks are usually insurer excludes gradual pollution Continued from prevtous pcge that aviation insurers have seen
have found that this was difficult covered by pool arrangements and from is own Europewide general portionately large amount of the worst of the down cycle," he
to put in to practice," said Mr Ro- It IS fairly common for the risks to liability policy claims because we have been suf- said
binson be state-financed ” David Dixey, casualty manager fering major claims," Mr Nunn Aviation claims experience im-
The principle that the polluter He said AIRMIC would take up for Zurich International in Lon- said roved during 1990, according to
shouIdEpay has been at the center the matter with the ABI at a meet- don, said the facility is currently "And, because XL underwriters tRe ILU Estimated claims costs
of the Environmental Protection ing in March being formulated but It may offer have taken such a pasting, many dropped 28 7% to $742 million
Act 1990 and the Green Paper on Some insurers are trying to some form of coverage for gradual have said that enough is enough from $1 04 billion in 1989, total Jet
the environment published in Sep- soften the blow of the exclusion by pollution and have left the market So capac- losses dropped 44 8% to 16 from 29,
tember (BI, Oct 8, 1990) offering alternative means to fi- "It could include some element 1 ty | S tight and rates are in- and passenger fatalities fell a
Some risk managers reacted nance gradual pollution exposures of cover for gradual pollution but creased," he said whopping 69% to 347 from 1,118,
coolly to the introduction of the or offering environmental impair- we are looking at an overall ap- "The XL underwriters are being the IL‘ﬂ) reports

gradual pollution exclusion clause ment liability insurance, which in- proach to gradual pollution It forced to do this because they have Meanwhile, Mr McMahon ob-
Brian Pountney, chairman of the cludes coverage for gradual pollu- could be done through rlsk transfer to pay the claims now, but as far as served, premium payments to un-
Assn of Insurance & Risk Manage- tion but it could also be done using we direct writers are cor cerned, derwnters by brokers are still too
ment in Industry & Commerce and "We are seeking to help insureds other ways of financing the costs," we may pay our claims in dribs and slow, despite last year's introduc-
risk manager for Bass PL_C, says_wi'_ch the problem by setting up Mr Dixey said drabs over 10 years So, if we need tion of an electronic settlement
the ABI should have acted in con- sinking funds to pay for the dam- And, American International a 25% increase to pay our claims, system, dubbed the Claims Man-
cert with the European insurance age, but this is financial insurance Underwriters (U K') Ltd, a Lon- we may have to settle for 15% this agement System
company association, Comite Eu- not risk transfer,” Swiss Re's Mr don unit of American International year and 10% the year after, ' Mr "Although claims have been paid
ropean des Assurances That group Robinson said He explained that Group Inc, has launched its U K Nunn explained more quickly, many brokers have
has not yet decided whether grad- under such an arrangement the Environmental Impairment Liabil- Carﬁo underwriters also are not kept to their agreement to pay
ual pollution should be excluded policyholder pays into the fund re- tty policy, which covers third- strengthening their position in us our premiums on due dates," he
from commercial general liability gularly, which allows the policy- party claims for losses due to sud- 1991, said Leslie Maton, un- asserted 'Brokers overall have not

policies holder to spread any losses over den and accidental as well as grad- derwriter and director of Andrew cooperated, nor have they reacted
"It has not been on the CEA several years ual pollution AlU 15 offering up to Weir Insurance Co Ltd responsibly to the initiatives that
agenda because most European Zurich Insurance Co is expected $20 million in aggregate limits | "As a market, we are controlling we have created in the market "
. the level of discounts and commis- Underwriters are considering
Australian storms sion, and | think that it is in this ways to encourage brokers to pay
) way that we can control the mar- premiums more promptly, accord-
Continued from prevzous page claims manager for CIC Insurances affected area are "very sketchy " ket," he said ing to Mr MeMahon These include
than $2 million Australian ($1 6 Ltd , a unit of Norwich Winter- The DPI is conducting a tele- Cargo coverage is currently penalizing brokers for tardy pay-

million), a spokesman in Brisbane thur, said the insurer had incurred phone poll of farmers to obtain placed at rates between 25% to ments by, perhaps, reducing com-
s=t claims of $14 million Australian more accurate loss statistics, but 27 5% below the basic rate because missions, or rewarding prompt

All were a direct result of dam- ($1 1 million) the results will not be available of increased brokers' commissions payments, he said
age from Cyclone Joy and the sub- Only about 15% of the 700 claims until later this month, he said and cash discounts Mr Maton CLAMS will be mandatory for
sequent flooding, he added received were for damage to com- The coal industry, which has nu- said all ILU companies and brokers ef-
Chris M Pobar, Queensland mercial property, he said merous open cut mines in Central "It is more difficult for us than fective January 1992 Currently,
claims manager for Mercantile Mu- "Had the cyclone crossed the Queensland that export 34 million for hull underwriters to pinpoint 70% of brokers use CLAMS and
tual Insurance Australia Ltd, said coast, claims could have been far metric tons of coal per year, suf- owners whose rate should be in- 30% of ILU business is settled
the insurer would incur $15 mil- more substantial,” he added fered production delays but no creased because ownership can through the system
lion Australian ($1 2 million) in Joe Coppolecchia, claims super- losses, according to a Spokesman change three to four times in one CIGNA Reinsurance Co (UK)
claims visor in Brisbane for FAI Insur- for BHP-Utah Coal Ltd BHP-Utah voyage," he said Ltd and Colbourne Insurance Co
A total of 792 claims had been ances Ltd, said that flood and cy- 15 a subsidiary of BHP-Utah Inter- Direct cargo rates are remaining, Ltd pulled out of the marine,

received as of late last month, in- clone claims so far incurred by the national Inc of San Francisco, firm but underwriters are wl(len- aviation and transport market in
cluding 100 commercial and indus- insurer reached $460,000 Austra- which in turn IS owned by Mel- ing the terms of the coverage and 1990 and left the ILU &1, nov 12,
trial property loss claims, he said lian ($360,180), most of which was bourne-based conglomerate Bro- consequently are not receiving the 1990) There are now 114 com-

The largest single claim for Mer- for personal property damage ken Hill Proprietary Co Ltd appropriate premium for the risk, panies in the ILU, and there are
cantile Mutual was a $110,000 "It's been an inconvenience, but The spokesman said open cut Mr Maton added currently no applications to join
Australian ($86,130) claim for from an insurance point of view pits at BHP-Utah's eight Queens- Higher war risk rates prompted the market
property damage at a trailer park the damage has not been severe," land mines were flooded and some by the Persian Gulf war (see story,
in the coastal city of Mackay where he said of the storms coal stockpiles slumped because of page 1) are having no effect on
flying debris had damaged trailers The only livestock that were in- the heavy rain mainstream marine rates, said
"We were fairly lucky," Mr sured were stud animals and no A loss adjuster was expected Roger Nixon, divisional executive- A — 1
Pobar said of the volume of claims claims had been received, accord- from BHP-Utah's San Francisco marine and aviation at Cornhill In- a2, Nnug .
While flood coverage is rare in ing to Bob Callaghan, Queensland headquarters, but the spokesman surance PLC
Australia, some homeowners have claims manager for National Com- did not expect any tangible losses "The market IS hardening any- V- %88l
been able to claim coverage for mercial Union Ltd Stock that The spate of natural disasters m way because rates are being in- ,
water damage that occurred be- drowned due to flooding was unin- Australia continued late last creased to pay for increas€d repair I n d
cause of blocked drains, he said sured herd cattle, he said month, when a freak wind and costs," he said
Mercantile Mutual has received "From our point of view, Cyclone electrical storm hit Sydney, New Bulk carrier losses are growing
many water damage claims from Joy was not a destructive cyclone South Wales, on Jan 21, causing rapidly, with bulk and combina-
Rockhampton policyholders, Mr The damage which did occur was winds of up to 95 mph tion carners accounting for 57% of Issue of February 4
Pobar said mainly from water damage," Mr Allan Porter, government liaison the 1.23 million total gross metric
Mercantile Mutual is also the Callaghan said, noting the insurer officer for the Insurance Council of tons lost in 1990 (see chart, page Advertiser Page #
lead underwriter of a property in- expected to incur claims totaling Australia in Sydney, said he ex- 29), according to the ILU
surance program for Queensland $500,000 Australian ($391,500) pected 20,000 claims totaling $100 Bulk and combination carriers
grain growers Laurie Scholl, who Uninsured stock losses from the million Australian ($78 3 million) accounted for less than one-third Amhated FM/Appalachian 14-15
administers the program, esti- cyclone and flooding have been es- to be filed with insurers of 1.09 million gross metric tons Amwest Surety Insurance 1819
mated that claims from growers timated at $100 million Australian The claims were mostly personal lost in 1989 and about one-eighth Y
who incurred crop damage due to ($78 3 million) and crop losses at property damage claims because of the 775,856 gross metric tons Argonaut 3%
flooding are likely to reach $70 million ($54 8 million) the high winds primarily hit the lost in 1988 Business Insurance 2027
$500,000 Australian ($391,500) He A spokesman for the Queensland upper north shore of Sydney, Three bulkers disappeared with- CIGNA
added, though, that this figure was Department of Primary Industries which IS predominantly residen- out a trace and more 100 people °
"very rough, at this stage " in Brisbane said the loss figures for tial In fact, most were a result of were killed because of bulk casual- Conning & Company 31
Gavin J McCurley, Queensland grain and livestock farmers in the trees falling on houses, he said | ties during 1990, the ILU reports Cover X

"The merchant fleet is aging, and

this is particularly affect-ng bulk Environmental Compliance

carriers," Mr Nixon said Environmental Risk Ins Co
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fall due again for several months,
and it would therefore be unwise to
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H H Other industries also could report
GUIf OII SpI“ losses on account of the splil LONDON

Continued from page 29 The Western Persian Gulf coast,
The first reported oil spill was from Kuwait to the United Arab
caused by the Iragi bombmg of the Emirates, has traditionally been

Khafli oil storage terminal This 011 known for its pearl crops C aS u a Ity I i n e S I i p fo rm ed i n I_O n d O n

was produced by the Arabian Oil Qatar's fishenes are also in dan-
Co, which is a consortium of Japa- ger, said Abdulaziz Al Mads'a, gen- LONDON-Eight London-based those underwntten by Richard Ha- However, if underlying limits are
nese electnc and gas utihties eral secretary of the emirate’'s En- brokers are offering aUS liability zell, Peter Chandler, BG Adams, exhausted by defense costs, a client
Two later 011 spills were reported vironmental Protection Committee line slip led at Lloyd's of London Richard Outhwaite, Gale Coles and may be able to negotiate to allow
by Saudi Arabian mihtary authori- Of a total Qatari population of by underwriter Stephen Merrett Michael Marchant Altogether, defense costs to apply toward the
ties in Riyadh on Jan 24, which 70,000 to 80,000 people, some 20,000 The claims-made slip, which Lloyd's syndicates write nearly underlying retention
have smce lomed the Sea Island oil depend on the fishing industry for offers $20 million of product, gen- 70% of the line slip, including the The coverage, like most claims-
shck their livelihood, he said "Our diet eral, employers and automobile 11- leaders made forms, IS triggered when no-
The first spill was started when a depends on the sea " ability insurance excess of $5 mil- Italian insurer Assicurazioni tice of an occurrence or a claim
U S military aircraft hit an Iraqi The oil spill also is expected to lion, 15 similar to the claims-made Generali SpA underwrites nearly arising from an incident IS first
011 tanker m the Gulf that was su- take a heavy toll on the Gulf en- policy wording used by X L Insur- 14% of the hne slip Also partici- given during a policy period It is
spected of Intelligence gathenng The vironment ance Co Ltd It was first conceived pating on the coverage IS Anglo the same policy trigger as that used
following week, U S authorities ac- The Gulf's islands are maior breed- in April last year (Bl, May 7, 1990), American Insurance Co Ltd with in ACE and XL policy word-
cused Iraq of emptymg five of its 011 ing grounds for turtles, while sea but was not available to policy- 4%, and Trygg Hansa Insurance Co ings, brokers say
tankers m the gulf grass beds support a population of holders until last November for with 8% Like ACE and XL policies,
And, late last week, British mih- dugong, shrimp and other marine 1991 renewals The slip offers $20 million of the line slip also allows clients to
tary authorities reported that the hfe Dugongs are sea-gomg mammals The line slip can be accessed products liability coverage subject buy open-ended discovery periods
Iragis had started pumping 011 into that resemble manatees through C T Bowring & Co Ltd, to an annual aggregate, and $20 at pre-set premiums for as long as
the Gulf from an Iranian National The slick is prolected to reach the a Marsh & McLennan Cos Inc unit million of general and employers desired
Oil Co storage facility at Mma al Qatar penmsula by Feb 8 or 9, said that put the slip together, Johnson liability coverage with a separate The new line slip also provides
Bakr, lust north of Kuwait's Bubiyan Mr Al Mads'a He said he feared & Higgins, Sedgwick Group aggregate for each cover Automo- = Pollution liability coverage for
Island No estimates of the shck's size most that the coral reef around Qatar PLC , Minet Holdings PLC, bile coverage, which is also avail- losses that are discovered by the
were available late last week would be lalled, as well as dolphins, Alexander Howden Group Ltd , able for $20 million, has no aggre- policyholder within seven days of
All insurance claims associated turtles and sea birds Willis Corroon PLC, Nicholson, gate limit commencement Notice must be
with the spills-including cleanup Efforts to contain the slick and Chamberlain & Colls Ltd , Bain The slip's minimum attachment given to underwriters within 20
costs or damage to desalination minimize its damage are being led Clarkson Ltd, and Lloyd Thomp- point is $2 miillion for automobile days Gradual pollution and pollu-
plants-would fall under war risk by the Saudi Arabian government, son Ltd and employers liability insurance tion which is expected or Intended
exclusions in property/casualty poll- said Yusef Al Wataid, field research The coverage offers clients conti- but $5 million for general and are excluded
cies, according to a Saudi insurer director of the government's National nuity with the claims-made word- product liability These retentions - Coverage for punitive damages
"The proximate cause is war, so ldo Commission on Wildlife Conserva- ing of XL and ACE Insurance can either be self-insured or in- where allowed
not believe insurance remains,” he tion and Development Co Ltd It also can be used in con- sured by other parties -By Stacy Shapiro
said "We are now trymg to arrange res- junction with $100 million in cov-
Other Middle Eastern insurers con- cue of as much wildlife as possible erage excess of ACE coverage
cur and then clean some beaches,” he that also IS led by Mr Merrett in
"Should a desalination plant said the London market, according to $117,000,000
owner suffer plant and machinery Immediate attention will also be John Tyndall, deputy chief execu-

damage caused by ingress of 'for- directed to protecting inlets for de- tive of Bowring North America

Dedi ted t
eign matenals,1 he would look to his sahnation plants and other facilities, Ltd, a unit of C T Bowring edicate ©

pohcy covenng his plant and find a he said The $20 million line slip is led at

war and kindred perils exclusion,” "International assistance will be Lloyd's by Mr Merrett's syndicate VENTURE CAPITAL

said lan Sangster, assistant general essential in dealing with a spill of 1131, managed by Merrett Under-

manager of the Qatar Insurance Co this magnitude,” said Abdul Abu- writing Agency Management Ltd, FOR THE INSURANCE INDUSTRY

"Therefore, leakage as a result of a zinada, secretary general of the which writes the first 20% The

warlike act would not be covered for NCwWCD next 10% of the line slip is written Conning Insurance Capltal Fund 1 - $50,000’000

damage to a third party's prop- Saudi Arameo, the state-owned oil by syndicate 1067, underwritten by ) .

erty under any hablhty cover " company, is one of 13 011 companies Stephen Burnhope and also man- Connlng Insurance Capltal Fund 11 - $67'000'000
Saudi Arabian desahnation plants, that belong to the 011 Spill Service aged by MUAM

the malority of which are located Centre in Southampton, England According to information from These Funds have been established for qualified Venture

along the Gulf coast and provide Members make a fixed contribution the London brokers, all risks on
nearly all of the langdom's dnnking to the center and can avail them- the line slip must first be approved
water, are operated by the govern- selves of its services when necessary, by Mr Merrett and Mr Burnhope,

Capital, LBOs and Special Situation Investment opportunities
in the insurance and insurance service industries.

ment-controlled Saline Water Con- a spokeswoman confirmed who have binding authority on be-
version Corp Almost 99% of the Saudi Aramco has already ar- half of all other insurers on the General Partners:
SWCC's insurance is written by the ranged for the transport of about 90 slip Conning/Bigler Limited Partnership
state-owned National Co for Co-op- tons of oil spill equipment, worth There are 18 other Lloyd's syndi- .
] } . o i Conning & Company
erative Insurance nearly $2 milhon - cates on the line slip, including
. . For information call or write:
Risk management curriculum advances Josepn b, Sargont  Stephan L. Ghristiansen
Chairman & CEO Senior Vice President
By STACY SHAPIRO Mr Farthmg may be called somethmg else
Mr Dickson-who heads the only The new curriculum will be espe-

LONDON-A curriculum leading risk management cumculum m Eu- cially important to risk management
to a post-graduate certification in rope that leads to a graduate degree associations that do not already offer
risk management recognized and -developed the proposal in 1989 a course of study, mclu(ling those m Conning & Compa ny
availat?le. through risk management wiifh !nput from risk management. as- France, ltaly anq Switzerlan.d CityPlace 11,185 Asylum Street
associations around the world IS sociations around the world The im- Courses available now, like those
moving closer to reallty tial proposal included nme sublects, in the United States, United King- Hartford, CT 06103

An outlme of such a program was but later changes nught reduce that dom and Australla, could be altered (203) 527-1131
first presented to the board of the In- number to fit into the international cumcu-
ternational Federation of Risk & In- Five core subjects still unll be m- him, Mr Dickson said
surance Management Assns during cluded, according to Mr Dickson-
the biannual 1989 Risk Management busmess finance, risk analysis, corpo-
Forum in Monte Carlo, co-sponsored rate Ask management, physical con- E d ito r-i a I Editonal Index Service Bus/,Miss 1
by the Risk & Insurance Management trol of risk and nsk fmancmg 220 East 42nd Street, New York, NY 10017
Society Inc and the Assn Europeene There wall also be "a range of op- Please send me the following index(es)
des Assures de L'Industne (BI, Nov 6 tions covermg a whole lot of aspects I M d e >XX Full Index Service at $100* 0 1991
1989) of risk management which will be Softcover editions at $100* each

The fmal draft of the outhne was geographically specific," said Mr S e r-vi ce Hard::fjse‘zilz::;f’:i :;::390 1990

approved last month by the Euro- Dickson Each option wall fit the re-
pean risk management associations glon where the course is offered,
that belong to AEAI, confirmed Gor- said

01981 0 198213 1983 019840 1985
- foreign postage addihonal
TOTAL ENCLOSED *

don Dickson, the banking and msur- Meanwhile, Mr Dickson and the he Business Insurance Editonal Index Service PAYMENT MUST ACCOMPANY ORDER -
ance professor at Glasgow College m AEAI educational committee are ex- directs you to all news reports and feature articles D Visa O Mastercard O Opttma O Amencan Express
Scotland who designed the curricu- amining the best way to offer the published by Business Insurance newsmagazine. O Check Enclosed (payable to Business Insurance)
lum course

Details are now bemg worked out "It won't be through an mterna- T he annual service includes 3 quarterly reports and a Acecount # Exp Date
by Mr Dickson following a meeting tional body, but through individual cumulative annual volume In addition, article
of some members of the IFRIMA national risk management associa- citations between publication of quarterly reports are Signature
educational committee, according to tions," he said National groups w111 available from Bl's Information Centers m New York
a committee member Dennis Far- probably determme which optional and Chicago. Complete alphabetical and chronological Name
thing, retired rtsk manager of RTZ courses to offer lishngs by company, person, subject and geographic
Corp m England Corporate bans on Each association also will likely location enables you to access data quickly and Title Phone
overseas travel kept several members, determine what type of certification accurately.
including a RIMS representative, should be offered at the t.and of .the T ake advantage of this Company
away (BI, Jan 21) post-graduate course, said Mr Dick- 1 cost effective tool and B i

The committee is expected to rec- son ) u S l |eSS
ommend the fmal cumculum to the F ] th Itali fill out the coupon tOday or Aaress

or example, the Italian group Insurance
IFRIMA board for approval at a can't offer a "diploma" unless the )
— = e~ state zZip

meetmg durmg the RIMS conference curriculum is approved by the Ital-
m New Orleans m Apnl, according to ian government, so its certification
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Cost of risk "Property is becoming less and .Ban-- TAATHPrIFE. Without these three respondents, Industries with the lowest cost of
less important as a component of *Ml: #P%mghe$tand the average EIL premium would risk were insurance, at O 13% of
Continued from page 3 what people are spending their lowest costs«of risk have been $134,000 1989 revenues, and telecommuni-
dustries reported the highest cost money on,"” Mr Blinn said Tra666rtationervices companies - Other liability preniums, cations, at 0 18% of revenues
of risk as a percentage of revenues, Responding companies' total , report the highest cost o: risk-2 81% which represented 0 012% of reve- The survey also found that risk
while the insurance and telecom- property risk financing costs-in- »»of revenues-while the insurance nues management department costs
munications industries had the cluding property premiums and lndustry report the Iowest 0.13% - Self-insured liability losses dropped markedly between 1984
lowest (see chart, page 32) Self—lnsured losses-were $1 09" r, f 13123’ Iue p plus claims adjustment fees and and 1989 when compared with pre-
- Big companies paid far less billion, which represented 0 084% ' other expenses, which totalled miums and self-insured losses
than small companies for property of revenues in 1989 HIGHEST $911 6 million and represented Responding companies reported
and liability insurance and self-in- The electric utility industry re- ' Transportation services 0 127% of revenues risk management department costs
sured losses as a percentage of ported the highest percentage of .2.81% The average respondert paid totaling about $243 million, repre-
gross revenues Premiums and property premiums and self-in- Health care $33 million in self-insured liabil- senting 57% of premiums paid by
self-insured losses represented sured losses to revenues 0 25% N ity claims and expenses in 1989, a those companies and 35% of pre-
5 2% of revenues for companies The insurance industry reported 2.30% 42% increase from $2 3 mi.lion in miums plus self-insured losses By
with less than $30 million of reve- the lowest percentage 0 03% i Construction such costs in 1988 comparison, risk management de-
nues in 1989, while these costs re- Property risk financing costs In- s 1.21% A scant malority of respondents partment costs in 1984 represented
presented only 033% of revenues cluded Educational/Non-profit institutions -50 2%-carried umbrella/excess 9 64% of premiums and 644% of
for companies with more than $3 - Property damage, business in- 1 11% liability limits of less than $40 mil- premiums plus self-insured losses
billion of revenues terruption and extra expense in- lion in 1989, while 32 2% carried Risk managers at the maijority of
"The small guys pay a ton more surance premiums, which repre- LOWEST limits of between $41 mill.on and companies-59 6%-report to fi-
than the big guys,” Mr Blinn said sented 0 045% of the 1989 revenues 'Insurance $100 million in excess habit.ty cov- nance or treasury department offi-
"It's just clear that bigger com- of companies reporting this data 10.13% , erage The remaining 17 6% carried cials Risk managers at 9 6% of the
panies have more clout in their in- - Flood and earthquake premi- Telecommunications limits of more than $101 mi lion companies surveyed reported to
surance buying and are more so- ums, which represented 0 012% of 10.18% Nearly 51% of the respondents the president or chief executive of-
phisticated in managing" risk revenues { also reported D&O liability hmits ficer
Costs - Boiler and machinery direct Wholesale trade of less than $15 million The survey found that the top
* Most companies used between damage and business interruption # 0.28% Liability deductibles anc reten- risk management executive at
one and three insurance brokers premiums, which represented Electrical equipmenUinstruments tions varied with the size of the 82 3% of the companies had gen-
or agents to place coverage, and O 006% of revenues 0.28% company, with the largest com- eral authority for purchasing prop-
most paid their agents and brokers - Fidelity/crime insurance pre- panies maintaining the largest de- erty and liability insurance, 78 2%
compensation amounting to be- miums, which represented O 004% Source RIMSnillinghast ductibles had general authority for selecting
tween 6% and 10% of property and of premiums BIIOHN HALL The largest number of -espon- agents and brokers, 70 7% had
liability insurance premiums < Financial institution blanket premiums, which represented dents-36 9%-maintained ieduct- general authority for purchasing
« The average risk management bond premiums, which represented O 042% of revenues ibles of between $100,0)1 and workers comp insurance, 43 6%
department consisted of roughly O 029% of revenues - Product liability premiums, $500,000, with 13 9% mairtaining had general authority for property
five professional and clerical em- - Other property insurance pre- which represented 0 076% of reve- deductibles of between $ 300,001 loss prevention, and 23 8% had
ployees, virtually unchanged from miums, which represented 0 022% nues and $1 million and 135% main- general authority for employee/
1984 However, risk management of revenues Of 65 companies that reported taining deductibles of between $1 public safety
department costs dropped dramat- - Self-insured property losses, buying product liability coverage million and $5 million Just more than 11% of risk man-
ically as a percentage of premiums which represented 0024 % of reve- separate from primary and excess Workers compensation insurance agers had general authority for en-
and self-insured losses nues general liability programs, 65% premi-ims, meanwhile, dwindled as vironmental affairs, while 12 3%
The 1990 Cost of Risk Survey is Self-insured property losses bought the coverage for aircraft a percentage of overall risk costs had general authority for welfare
the first conducted by RIMS and averaged $459,345 per respondent products, the survey found while self-insured workers comp employee benefit plans and 7 2%
Tillinghast since 1985 Question- in 1989, a 17 3% increase from av- - Professional liability premi- losses rose Workers comp premi- had general authority for pension/
naires for the latest survey were erage sel f-insured losses of ums, which represented 0 044% of ums declined to 22 7% of risk costs profit-sharing and deferred com-
sent to 4,394 U S and Canadian $391,551 in 1988, the survey found revenues in 1989 from 252% in 1984, while pensation plans
RIMS members, with 809 com- The malority of responding com- Of 188 companies reporting pro- self-insured losses Jumped to 16 7% Most responding companies have
panies, or 18%, responding panies-58 2%-also maintained fessional liability programs, 29% from 10 8% in 1984 a full-time risk manager, but the
The aggregate cost of risk for all property deductibles of less than bought health care-related profes- The increase in self-msured lob is full-time at only 40 5% of

respondents for 1989 was $7 7 $50,000 in 1989, while 19 6% main- sional liability insurance, 14% losses is not surprising "since those companies with less than $30
billion, or about 0 52% of 1989 tained deductibles of $50,001 to bought legal malpractice coverage health care costs and incemnity million in revenues

gross revenues of $1 3059 tr1111on $ 100,000 and 14 5% maintained de- and 11% bought architects and en- payments have grown astronomic- The malority of respondents-
and 022%of gross assets of ductibles of $100,001 to $500,000, gineers errors and omissions cover- ally in the last five years," she sur- 77 8%-used between one and
$2 6957 trillion the study found age vey concludes three brokers or agents to place in-
The 1990 survey does not com- The remaining 7 7% have deduct- - Directors and officers liability Total workers comp premiums, surance, with 24 4% using one bro-
pare aggregate 1989 cost of risk ibles of more than $500,000 premiums, which represented self-insured losses and claims ex- ker, 33 4% using two and 20%
figures with those compiled in the Meanwhile, liability risk financ- O 02% of revenues penses were $2 88 billion :n 1989, using three
1985 survey because the definition ing costs represent a growing por- More than half of all responding or 0 26% of revenues For property and liability cover-
of cost of risk changed While the tion of companies' risk costs Lia- companies-63%-reported buying U S workers comp premiums ages, the majority of companies
earlier survey included risk control bility insurance premiums rose to D&0O coverage alone represented O 156% of re- paid compensation of between 6%
and loss prevention expenses, the 24 8% of risk costs in 1989 from - Environmental impairment 11- spondents' revenues, or an average and 10% to brokers and agents
current survey deleted these costs 19 6% in 1984, while self-insured ability premiums, which repre- of $280 30 per employee, the sur- The method of compensation dif-
because of "limited and unreliable liability losses increased to 18 4% sented 0 02% of revenues vey found Canadian workers comp fered by type of insurance
data of risk costs in 1989 from 14 2% Fifty-three companies reported premiums amounted to O _05% of For property risks, 54% paid by
Thus, "great caution is needed in Responding companies' total lia- buying EIL coverage, 26% of which revenues, or an average of about straight commission, 32 3% by
attempting comparison of this sur- bility risk financing costs-includ- were mining industry firms $186 94 per employee fixed fees and 13 7% by negotiated
vey to prior Cost of Risk surveys, ing liability premiums and self-in- One quarter of the respondents Self-insured workers comp commission
RIMS and Tillinghast warn sured losses-were $2 68 billion in bought EIL limits of $1 million, losses totaled $1 15 billion, or For liability risks, 46% paid by
However, the survey does com- 1989, or O 206% of revenues though reported limits ranged from O 196% of respondents' revenues in straight commission, 37 6% by
pare the composition of the cost The transportation service in- $860,000 to $260 million 1989 fixed fee and 16 4% by negotiated
of risk dollar in 1989 with the dustry reported the highest per- Respondents paid an average The average employer pE.id self- commission
breakdowns from the 1985 survey centage of liability risk financing premium of $309,283 for EIL cov- insured workers comp losses of For workers compensation cov-

after eliminating risk control costs costs to revenues 1 63% The in- erage, though the average was $3 8 million in 1989, an E 2% in- erage, 43 3% paid by straight com-
from the figures for the earlier year surance and telecommunications thrown off by three respondents crease from $3 5 million in 1988, mission, 42% by fixed fee and
(see chart, page 3) industries reported the smallest One transportation equipment in- the survey found 14 7% by negotiated commission,
The latest survey found, for ex- percentage 007 % dustry respondent paid $57 mil- The overall cost of risk varied the survey found

ample, that property insurance Liability risk financing costs in- lion for limits of $100 million, one widely among different Industries, -

premiums dropped to 12 1% of the cluded chemical, rubber and plastics in- with the transportation service in- Copies of the 1990 "Cost of Risk
respondents' cost of risk dollar in - Primary general and auto lia- dustry respondent paid $2 5 mil- dustry leading the pack with the Survey" are avattable for $250 each
1989 from 19 4% in 1984, while bility premiums, which repre- lion for $10 million in limits, and highest cost of risk 2 81% of 1989 from Tillinghast Publzeations, Fz-
self-insured property losses sented 0 07% of the 1989 revenues one utility industry respondent revenues The health care :ndustry nancial Centre, Suite 600,695 E

dropped to 31% of risk Costs in of companies reporting this data paid $1 5 million for $5 million of recorded the second-highest fig- Main St, Stamford, Conn, 06901-
1989 from 5 6% in 1984 - Excess and umbrella liability limits ure 23% of revenues 2138 203-326-5400

New acting commissioners in two states

LANSING, Mich -Dominic D'An- d

[ The agreement also permits Call-
nunzio has l,:>een appointed acting i Arou nd the State States asset paCt forma aL?thor-Ities to seize those out-
commissioner of the Michigan Insur- 1 SACRAMENTO, Calif -Califor- of-state assets if a domestic Insurer is
ance Bureau nia-domiciled insurers will be per- threatened with insolvency, Mr

Incoming Gov John M Engler accident fund ham S Weld, a Repubhcan, began As Mtted to keep their assets in New Holmes added
named Mr D'Annunzio, 52, to the -By Meg Pletcher term as governor York fmancial mstitutions under an However, New York still has the
post last month Smce October 1989, Ms Scott, 38, agreement made recently between the power to take possession of the assets
Since April 1989, Mr D'Annun- - R . was director of the State Ratmg Bu- California and New York msurance and deduct certain administrative
zio was de:;uty commissioner for the ACtIng commissioner reau, which advises the commissiiner departments expenses and secured claims before
bureau's Office of Fmancial Analysis BOSTON-Susan K Scott is m rate settmg hearings and reviews The arrangement is intended to handing them over to Callforma
and Examinations During the last serving as actmg commissioner of in- and approves all policy forms help California-domiciled insurers New York IS the second state with
quarter of 1989, he was also actmg surance m Massachusetts She lomed the Insurance Depart- reduce overhead costs and increase which the Callfornia Insurance De-

manager of the Michigan State Acci- Ms Scott, who was appointed first ment as deputy general counsel m operating efficiency by allowing partment has established reciprocity
dent Fund, the state competitive deputy of the department in Decem- August 1986, following nearly four them to keep assets closer to East The department forged a similar
workers compensation fund ber, became acting commissioner by years as an attorney with Bowditch & Coast financial centers, sa.d James agreement with Massachusetts in
Mr D'Annunzio had been deputy virtue of her post as ftrst deputy Dewey in Worcester, Mass Ms Scott Holmes, semor staff counsel with the 1989 and is currently studying Wash-
commissioner for market standards She replaces Timothy A Gailey, holds a law degree trom Northeastern Cahfornia Insurance Department ington's state hquidation statute to
from Janualy 1987 to Apnl 1989 who outgoing Gov Michael S Du- University in Boston Prior to the agreement, ie assets determme whether it is compatible
He replaces Acting Commissioner kakis appointed to a circuit court Gov Weld has the option of nam- of Cahfornia-domiciled msurers were with that of Cahforma, Mr Holmes
Dhira] N Shah, who was named act- ludgeship in late December His ap- ing his own insurance commissioner required to be deposited in California said
1ng executive manager of the state pointment came shortly before Wil- -By Meg Fletcher financial Institutions -By Joanne Wojak



BC/BS suit

Continued from page 3

"We believe we have acted ap-
propriately, and if this matter is li-
tigated the courts will support that
view," said Roger Wilson, senior vp
and general counsel.

One plaintiffs' attorney counters
that the national association is
"far from being a distant and be-
nign" party in the case. Because it
"exercised oversight and financial
control over the plans,” it should
be held accountable, contends
Irene Keeley, of Steptoe & Johnson
in Clarksburg.

A spokesman for the Cleveland
BC/BS plan called the hospitals’
suit "an attempt to blow smoke
over a crisis, much of their own
making." The real crisis, he claims,
is that one of the state's largest

health insurers failed while the 10

hospitals recorded huge profits.

Medicare data show the 10
plaintiff hospitals had combined
profits exceeding $103 million be-
tween 1986 and 1989, the spokes-
man said. Meanwhile, the Charles-
ton plan lost $49 million and
became insolvent.

In addition, the Public Employ-
ees Insurance Agency-the state
program that provides health cov-
erage for state employees like
teachers and police-has failed to
meet its obligations, the spokes-
man for the Cleveland plan said.

"There is something seriously
wrong in West Virginia when its
two biggest health insurance pro-
viders-PEIA and Blue Cross-fail
while these hospitals post huge
profits," the spokesman said. The
hospitals merely want to "preserve
their own cartel-like pricing prac-
tices," he charged.

The hospitals charge that they
were misled and defrauded by the
national association. BC/BS Assn.
knew the member plan would fail,
and allowed it to operate even
though it failed to meet association
mandatory financial responsibility
standards, the suit alleges. The na-
tional group should have taken re-
sponsibility for the unpaid claims,
the hospitals say. In addition, the
suit alleges that the BC/BS Assn.
and the Cleveland BC/BS plan
conspired to unlawfully deprive
West Virginia hospitals of payment
for their services and conspired to
take over all Blue Cross plans
operating in West Virginia.

According to the complaint, rec-
ords show that the national asso-
ciation became aware of the
Charleston plan's deteriorating
conditions in 1986. Net losses from
operations were $2.7 million in
1986; $22.7 million in 1987; $19.7
million in 1988; and $4.1 million in
1989. In addition, the plan's re-
serves showed a $32.9 million defi-
cit by 1989, the suit says.

In late 1988, BC/BS Assn. offi-
cials assured state insurance regu-
lators that those troubles were re-

lated to national trends and

implied the Charleston plan’'s fi-
nancial condition would improve,
the lawsuit says. However, the
lawsuit cites records that indicate
the Charleston plan's membership
in the BC/BS Assn. was put on
conditional status in 1987, where it
remained until its license was
withdrawn.

BC/BS Assn.'s Guidelines for
Membership Standards stipulate
that a plan "shall maintain ade-
quate financial resources to pro-
tect the interest of its subscribers.”
Local plans are not to be recom-
mended for membership renewal if
their financial performance is "ex-
tremely poor" for two consecutive
years and they do not submit and
implement an approved rehabilita-
tion plan within agreed-upon time
frames.

Plaintiffs' attorneys charge that
the Charleston plan was allowed to
continue operating because it was
in the BC/BS Assn.'s best interests
to do so until another BC/BS plan
could be found to take over the

business. Such a move would en-

able the BC/BS Assn. to avoid lia-
bility for a failed plan while main-
taining its presence in West
Virginia, according to the suit.

Hospital lawyers also say that by
allowing the Charleston plan to
continue to operate under its
trademarks, the association was
endorsing the plan as solvent.

"The public and hospitals were
led to believe that the plans are
part of a national plan of insur-
ance with nationwide resources
and integrated operations, and
that covered serviced provided by
hospitals to BC/BS subscribers
would be paid as part of that
plan,” said Gregory M. Luce of
Fulbright & Jaworski in Washing-
ton, D.C.
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The suit further alleges that, in
an effort to create a regional plan
serving West Virginia, the BC/BS
Assn. and the Cleveland plan con-
spired to take over the financially
sound Parkersburg plan as well as
the Charleston plan.

Other BC/BS plans were dis-
couraged from competitively bid-
ding for the failed Charleston
plan's business, according to the
complaint. In addition, the BC/BS
Assn.'s decision to restrict the ser-
vice area of the Parkersburg plan
to nine counties as of Jan. 1, 1991,
virtually guaranteed that the Par-
kersburg plan would not remain fi-
nancially viable unless it agreed to
participate in the planned restruc-
turing, the complaint alleges.
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Although 57 West Virginia hos-
pitals were affected by the liquida-
tion of the Charleston BC/BS plan,
the 10 plaintiff hospitals account
for about 57% of the plan's debt,
said the spokesman for the Cleve-
land plan.

The hospitals that filed suit are:

= Charleston Area Medical Cen-
ter Inc. in Charleston.

= Cabell Huntington Hospital
Inc. in Huntington.

- City Hospital Inc. in Martins-
burg.

- Fairmont General Hospital in
Fairmont.

- Herbert J. Thomas Memorial
Hospital Assn. in South Charles-

ton.

* Monongalia County General
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Industrial Risk Insurers, Hartford, Connecticut
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Hospital Co. in Morgantown.

- St. Francis Hospital of
Charleston Inc. in Charleston.

- St. Mary's Hospital of Hun-
tington Inc. in Huntington.

- Stonewall Jackson Memorial
Hospital Co. Inc. in Weston.

= United Hospital Center Inc. in
Clarksburg.

Besides the suit by the hospitals,
a class-action suit on behalf of
about 250,000 individuals covered
by the Charleston plan is pending
against the plan and the BC/BS
Assn. The suit alleges the defen-
dants defrauded policyholders of
the Charleston plan who had been
led to believe they were insured by

a large, financially solvent organi-
———m R = m _ ]

i —
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can make a difference
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The professional marketplace

RATES AND CLOSING TIME:

Rates: Display ch:ss#wd is $116 75 per column inch. mmimum of one inch Stmight cbs*ed 15 Closing: Published every Mc nday Copy must be m typewritten form by noon Tuesday, 6
810 50 per hne. mmunum 01 5 lines. Count 34 chamcters per line (mclude each sp= ami dtivs preceding publishing ticte No verbal phone copy accepted Prepayment requ,red for
gunctuation as a character) Additional $1750 charge for all blind bor ads Only those reponses stmight advertisements, Mad ads to Margaret Hikido, Class#ied Advertising, 740 N Rush

fhtch flt mto a busmess sce ervelope will be forwarded, Responses are forwarded daily.

4 TRUCK AGENTS

d
en 32%'['1{!'2’[5 mprove Your it Ralo -
Improve Your Hit Ratio
mins Sloane Sql\vail!!ble by day/wk ncrease Your Market Share C RRIER

with maid service Write P 0 Box HM
1921 Hamilton HMHX Bermuda
PHONE 809 295 1512 or

We Sell Truckers X-Dates
"NATIONWIDE"

800.288-XDATES (9328)
Not Available In All States

for large bond and specialty P&C
account. Reply on letterhead to

FAX 809 295-1464 FAX (800) 2354882

SALES

| f you're a leader in
your field, join a leader
In the industry!

As a leading provider of health insurance, Independence Blue Cross requires a
dynamic individual to direct our sales efforts

St. Chicago, IL 60611. For more infonnation call 312-649-5340 FAX 312-280-3189

General Agent Wanted

Looking for General Agents or
Agency in Seattle, Minneapolic,
upstate New York, Grand Rapids,
and Milwaukee to market
Retirement Program & Health &
Welfare Benefit Programs to the
Construction Industry

We are seeking one individual or
Agency for each location with
experience and working
knowledge m the construction
industry

1n return we can offer top
commission package, protected
temtory, leads, and complete
tra,ning program & support

If interested please send resume
or write to Box 2650, Business
insurance, 740 N Rush Street,
Chicago, IL 60611-2590

VICE PRESIDENT

V.P. of Operations, Governmental Programs Division

Market Corporation, an established specialty insurance firm m the Mid-At
lantic Region is looking for a Vice President of Operations, Governmental
Programs Division, with the responsibility to coordinate systems upgrade,
development and maintenance for the divisional and AR systems, budgeting
and expense controls, purchasing of services and supplies, staffing, devel-
opment and production of MIS reports, space logistics, on going training
programs, formulating and administering office policies, and developing
long range goals and objectives Legal or accounting background with prae
tical experience, working knowledge of data processing procedures, good
people and communication skills, and a strong background m finance and
budgeting are essential Public Entity expenence is a plus Please include

salary history EOE

Send resume stating salary related experience to

Markel Corporation

c/o Vicki K Monitor, Employment Director
4551 Cox Road

Glen Allen, Virginia 23060

DIRECTOR OF
INSURANCE & RISK
MANAGEMENT
SERVICES
Milwaukee Public Schools

Challenging and stimulating career
opportunity to direct a major divi

sion responsible for all aspects of
insurance and risk management in-
cluding purchase and administra-
lion of insurance contracts, self-in-
sured arrangements, safety, loss

ENERGY BROKER/VP

Dallas metroplex firm seeks exp energy
broker with a minimum of 5 years pro-
duct,on and marketing experience
Some Mgt duties Added responsibilities
include large commercial account analy-
sts, designing of specific programs, train
and development of support staff Salary
OPEN, car allowance, BONUS incen
tives Contact Jim Gilbert at

GILBERT-HAFNER & CO
Insurance Staffing Consultants
6060 N Central - LB654 - Dallas, TX
75206 - (214) 361-9341

CASUAUY UNDERWRITING prevention, claims management
and benefit program administration

Midwest insurance company seek- To qualify, candidates should have
pany a related degree (Masters or Law

ing Vice President Casualty Unde degree preferred) and a minimum
writing Responsibilities include of five years of significant and re-

mana%emeﬁt of casualta/ under- cent rxanagerial%nd supervisory(1 Manager
wnting departrnent Undewriting experience m one or more of the Large established Dallas Inde-

porrolio consists of primary corr- above areas ARM desi%nation is pendent Agent seeking expert-
mercial general liability business ir- highly desirable Salary $51-71 K
ducing products hability The suc- depending on qualifications, with
cessful candidate will work closely outstanding benefits Request and
with senior management and w 11 return formal application materials i o
have a proactive, business- along with a personal resume by graduate with minimum 7
oriented approach to managing February 25,1991 m order to guar-"years experience Prefer mar-
Expect eight to ten years of corr- e?ntee con.slderatlon For gppllca— keting background with de-
. . tion materials and further informa-
mercial casualty underwriting e3-
penence, including managemed
with a medium or large comme -
cial properly and casualty insure-
Along with a compehtive base sa-
ary, the individual will be eligible
ror an incenbve bonus based upor
performance Send resume to Bo
2651, Business Insurance. 740 Rusn
Street, Chicago, IL 60611-2690

This vital role is responsible for:

« Development, direction, recommendation and implementation of the sales plans
and objectives for all ines of business

« Directionofthe group benefits sales effort while ensunng overall group and sub-
scnber satisfaction

enced manager to run a 7 fig-

ure commission personal lines

« Identification of any product deficiencies m the community and recommendation
P&C Agency Must be college

of strategies to overcome problem areas

» Development of advemsing campaigns to market new roducts while working in

conjunction with outside vendors to ensure delivery ot successful campaigns
monstrated management stalls

Responsible for aggressive pre-
mium growth program in auto-
mated environment Excellent

tion, call or write
0 Consultation with the marketplace, current & potential customers and current
practices m order to assist large brokerage firms m marketing our products

City Staffing Division
Box D12, Room 706, City Hall
200 East Wells Street
Milwaukee, WI 53202-3554
414/278-3751

compensation and benefits

. . . . Send Resumes To
This challenging postrion requires: An Equal Opportunity/Affirmat.ve

Action Employer Mr Perry White
P O Box 822527

Dallas, TX 75382-2527

« Minimum 7 years sales management expenence in a very active insurance envt-
ronment

BUSINESS OPPORTUNITIES

» Previous expenence with managed care, HMOS, po nt of service products and

PPOS LET THE GOVERNMENT FINANCE your

new or existing small business Grants
and loans up lo $500,000 00 Free re-
corded message 707-448-0270 (PAB) Business Insurance

COMPENSATION/BENEFITS
MANAGER

« Knowledge of manasng a broker sales team
ARG We Sell lists of Employees within Circulation
. . . the Commercial Insurance Industry,

The Hospital Sisters Health Sgstem is compar)jy & often current position In-
seeking a qualified person for this re- cluded For More Information Call,
cently created position The system is (708) 866-7766

« Background m life insurance products
Breakdown™

Commercial Consumers

It you are the best in your field, we will reward your expertlse with an outstanding

compensation and tenefis program Individuals may send resume with salary his-
tory/requirements to Independence Blue Cross, Attn: RG, Human Resources
Department, 1901 Market Street, Philadelphia, PA 19103. EOE M/F/H/V.

Independence

-LAr BlueCross

T F U -

Advertise in

compnsed of 13 acute care hospitals
m lllinois and Wisconsm with total

employment of 14,000

Thas position has responsibility for
the effective management of corpo-

HELP WANTED

HIGH-PROFILE
PRODUCER POSITION AVAILABLE

Administrative
CEOQ's Presidents, and Owners 2,670

Vice-Presidents, General Managers
and Other Administrative Personnel

4,438

rate sponsored benefit programs with Portland, Oregon agency looking for

primary emphasis on health, retire- one kegn%%edg)roducer Position re- Financial

ment and flexible benefits programs

1a
uires stri nical skills from ei- Chief Financial Officers and Vice-presi-

ther retail or carrier experience also dents of Finance 3,149

The candidate must possess Bachelors requires a person who has the abilit

gate : 1 Y, .
Degree with five or more years expe_ and desire {a sell med| 0 Iar;gg;hn;e_ gcretaries, Treasurers, contollers and

rience m compensatioubenefits ad-

o . . PO r" Over-
ministration A working knowledge achievers ONLY nee ap%Iy If you are
of personal computers and spread- good at sales - or would

sheet software is required

Please submit resume to

Vice President,Human Resources
HOSPITAL SISTERS HEALTH SYSTEM
P O Box 19431
Sangamon Ave Rd
Spnndfield, IL 62794 9431

equal opportunly employer m(

The Professional Marketplace

FAX your classifleds for the next Issue.

FAX: 312/280.3189 - PHONE: 312/649.5340

Contact Margaret Hik,do, Classified Ad Manager, to reserve space

mercial insurance e pe O ersonh

rtunity for skilled "go gette, ) .
Risk/Employee Benefits

e - this 15 Vice-presidents, directors, managers,
YOUR opBortunity for financial secu- and other related department person-
d success All

rity an inquiries confi- - b
denitat Resumes and references re- nel of insurance, risk, employee ben-

quired Contact Claude Campbell (503)
774-2002 or mail resume to PO Box Sion, safety, security, industrial
86010, Portland, OR 97286-0010 relations, human resources and em-

efits, personnel, compensation, pen-

ployee/labor relations 10,830
THIRD PARTY ADMINISTRATOR
Sub-total 25,592
Workers' Compensation
Claims Administration Associations 511

Schools Linked for Insurance Manage-

" N N Government, Unions and Educational
ment, a Joint powers authority consist-

ing of eight public school districts In Institutions 1.289
the north western part of Los Angeles Commercial Consumers
County, is seeking professional service Sub-total 27.392

proposals from qualified firms to pro-
vide workers' compensation claims ad- Insurance Agents and Brokers 9,815
ministration The JPA collectively em .

ploys roximately 4,300 certificated Insurance Companlesl 7891
an3l4,i'6% classified employees The es_ Accountants, Actuaries, Attorneys &
lima ted annual payroll of all districts COnSUItantS 3,377
is $225,000,000 The JPA has been m Adjusters, Appraisers, TPA's, Captive

third party administrator since its m- Managers & Health Care Providers

ception A pre-proposal conference is 1,218
February 14th Proposals are due by Others Allied to the Field 1,693
March 15th The RFP, or more informa- TOTAL 51,386

tion, may be obtained from
Thomas C Sanchez, Consultant
Schools Linked for
Insurance Management
2601 E Victoria St #66
Rancho Dominguez, CA 90220-6018
(213) 639-7974

* Source Bus iness/Occupational
breakdown of qualified circulation,

May 28, 1990 issue, as submitted to
BPA for June 1990 BPA Publisher's
Statement



War coverage

Continued from page 1
izing in oil and gas risks. "We have
a lot of customers that have facili-
ties" in the Gulf region.

Mr. Burns pointed out that war
risk coverage is not available for
fixed sites, like oil platforms, but
owners of such installations are re-
questing information on insurance to
cover terrorist acts (see related story)

Inquiries are not coming only from
clients with Middle East facilities.
There has been a great demand for
information on insurance for U.S. 10-
cations, Mr. Burns said.

So far, inquiries have resulted in
few policies being written or
amended, he said. Most requests are
for quotes and information on exclu-
sions against terrorist acts.

"The best we can say is, 'Here's
what the policy says and here are
the various interpretations. This is
what the market is willing to offer."
The decision whether to buy is left to
the purchaser, Mr. Burns noted.

Donald D. Batchelor, risk manager
for Union Planters National Bank in
Memphis, Tenn., said his staff is re-
viewing its insurance program to de-
termine if it is adequate.

If any terrorist attack against the
bank was interpreted to be linked
to the war, coverage problems may
surface, he acknowledged.

"It may mean getting interpretive
letters," Mr. Batchelor noted, which
would spell out what property insur-
ance policies cover.

"And it may mean disagreeing with
the companies and just crossing our
fingers," he added.

"We certainly are looking at our
policies," said the risk manager for
a major restaurant chain. Interna-
tional difference-m-conditions cover-
age, liability and property policies
are being scrutinized to make sure
they will respond in the case of a
war-related incident, she noted.

"We have a typical exclusion for
war," she added, "and it's unclear
whether a terrorist act would be co-
vered. We've asked for an interpreta-
tion from our broker.”

Nancy Scobey, assistant vp with
Marsh & MelLennan Inc. in Nash-
ville, Tenn., said she sent informa-
tion to Mr. Batchelor at Union Plant-
ers National Bank to remind him to
review coverage in light of the war.

She called the information "a re-
minder that one of the first things
you need to do is look at your cov-
erage. . .not an attempt to interpret
policies."

Ms. Scobey's advice was to review
coverages including travel accident,
aviation, general liability, workers
compensation and property.

Most policies, she added, will not
define "war.” Included in the infor-
mation sent to Union Planters was a
definition to be used as a guideline in
reviewing coverage.

Some insurers, she pointed out,
will probably consider terrorist acts
acts of war and therefore excluded
from coverage. "The courts will de-
cide this issue if anything happens,”
Ms. Scobey said.

At Kemper National Insurance
Cos. in Long Grove, lll., a spokes-
man said about a half-dozen call-
ers asked whether property policies
would cover terrorist acts.

"If we have evidence that a ter-
rorist act was sponsored by a coun-
try at war, the loss would be ex-
cluded. Otherwise, we will consider
the claim under the vandalism peril,"
he said.

Both policyholders and brokers are
calling about terrorism, added Mike
Mcintyre, senior vp at Johnston, R.l.-
based Allendale Mutual Insurance
Co. "What people are looking for is a
simplistic and favorable answer."

If terrorism-related claims arise,
Allendale would consider them case
by case. "Our approach is, what are
the circumstances and what are the
facts," he said.

General Cinema Corp. is confident
that existing coverage will protect it
against any increased exposure as a
result of the war, says Anthony
McGuane, corporate director of in-

surance and loss prevention.

The Chestnut Hill, Mass.-based op-
erator of movie theaters felt its cover-
age "was adequate for what we could
foresee," said Mr. MeGuane. "We've
looked at it and after analyzing it, it
doesn't appear we'll have to make too
many changes."

Theaters "could be a target like
any public place where people are
gathering," the chance of an attack
probably is small, he said.

Mr. McGuane would not elaborate
on liability insurance that could be
triggered if movie-goers are injured
in a terrorist attack, but said: "We
feel like we've got some pretty good
coverage."

Union Planters’ Mr. Batchelor said
the bank is reviewing the rest of its
property/casualty program, including
bankers blanket bond and fidelity
coverages, to make sure the war has
created no uninsured exposures.

Coverage for aircraft also is being
checked, he added. "We have one
corporate-owned plane but a number

that we finance,"” so the bank is re-

viewing the war-risk coverage of cus-
tomers who borrowed money to pur-
chase the planes.

In addition, he noted, the bank has
reviewed its techniques for dealing
with extortion threats and reminded
branch managers to go over those
procedures "so we don't have to go to
a manual if we're in a crisis" (see
story, page 36).

War concerns have prompted only
slight changes in property/casualty
coverage at Xerox Corp.

"The only thing we have done is
put war-risk coverage on the rest
of our aviation fleet,” said Ron
Grimm, manager of risk management
administration for the Stamford,
Conn.-based concern.

Two of Xerox's four aircraft were
already covered for war-related ex-
posures, he explained.

Mr. Burns of John L. Wortham &
Son advised risk managers to look
closely at any policies covering "spe-
cialty" exposures like war risks.

"All specialty policies have to be
read very carefully," he said. "There's
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no such thing as a broad-form, all-
risk terrorist policy."

H.J. Heinz Co. of Pittsburgh also
made only minor changes.

"We took a look at all our poli-
cies and we're fairly comfortable
with them," Edward A. Aiello, gen-
eral manager-corporate insurance.

For a small additional premium,
Heinz was able to eliminate an ex-
clusion in an accidental death and
dismemberment policy that would
have denied coverage in cases of ter-
rorism. The exclusion was also re-
moved from a policy covering em-
ployee travel in Canada, Mr. Aiello
explained.

Apart from Mr. Wortham, brokers
whose clients aren't in the energy
business report few inquiries from
risk managers looking for advice be-
cause of the war.

"Things have been rather quiet,”
said Thomas V. Hallett, executive vp
of Frank B. Hall & Co. Inc. in New
York, though he did acknowledge
that companies "have been talking
about domestic terrorist coverage"

for war-related acts.

Risk managers have been busy
tightening security at U.S. operations
and are restricting international
travel. INn most cases, he said,
"they've done what they can do."

Benno Friedman, vp-financial ser-
vices division of Alexander & Alex-
ander of New York Inc., said no risk
managers have requested changes or
increased limits in his specialty areas,
which include extortion, kidnap and
ransom and professional liability in-

Risk management consultants also
report relatively few inquiries.

Richard S. Betterley, president of
Betterley Risk Consultants Inc., in
Worcester, Mass., said he has re-
ceived no inquiries about policy
terms or security questions.

The story was much the same in
the Midwest. After getting several in-
quiries in the first week of war, "it's
really died down," said Steve
Coombs, president of Park Ridge,
lll.-based Corporate Policyholders

Couuans<e=I1
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WORK WITH PROFESSIONALS AT THE TOP

In worker's compensation and property-casualty insurance,
Argonaut has aggressively built a sterling reputation by creating
coverage and risk management programs that are designed
specifically for our customer's needs. Our growth in the face of
industry challenges is in part due to our shared responsibility and
commitment with clients for an industry without injury. We've
learned from years in business that the only way to survive change
and achieve leadership in this industry, is to provide customers with
value...far beyond what they spend for insurance.

That's why what we have to say is worth millions. Our average
account size is worth about that. And the way we effectively create
and manage insurance and risk management programs reduces our
accounts' losses by the same. It's a successful equation for everyone,
and positions Argonaut for leadership throughout the evolving

insurance climate of the 90s.

This kind of forward thinking requires innovative contributions of
the highest calibre - from people who are committed to the
industry. And we're looking for more. If you're ready to contribute,
talk with us about these opportunities.

HOME OFFICE

UNDERWRITING EXECUTIVE

San Francisco Area

Apply your technical knowledge of pricing, retros, contractors, and
reinsurance negotiations to this position offering career growth.
Your initial responsibilities include underwriting referrals, audits,
training, marketing, and special assignments. For advancement you
should have the drive, independence and discipline to work in a
team-oriented, non-bureaucratic environment complemented by
strong presentation skills. Home Office experience and CPCU

highly desirable.

OF THE INDUSTRY

C LAIMS ADMINISTRATION

MANAGER

San Francisco Area

Your strong user-systems background will be key in this leadership
role where your overall focus will be to manage and implement a
new worker's compensation and liability claims system utilizing
fourth-generation software. Acting as liaison to our field offices, you
will develop and maintain a customer team approach to work flow
management, develop training programs as well as develop/
maintain claims manuals, service guides, and brochures for our
insureds and brokers. Strong project mangement and written/oral

communication skills are essential.

LAIMS MANAGERS

Honolulu

Phoenix

Your extensive workers' compensation experience with large risk
and litigated claims complemented by your vision of customer
service excellence are key requisites for managing your team of
claims professionals. You will be responsible for all facets of our
claims department which includes employee development, cost
containment, product marketing, and general operations.

NDERWRITINGMANAGERS

Western Region

Your expertise in workers' compensation and your ability to
effectively spirit a team of skilled professionals will be important in
developing and retaining large account business. We will rely on
your strong principles of business and underwriting as you
participate in marketing presentations and risk evaluation as well as
create a customer-oriented approach to underwriting.

Across the U.S. Argonaut Insurance has developed an immense
service market, plus we have the management and new technology
in place to take up any challenges the 90s may bring. We have a
strong financial position with assets of $1.5 billion and revenue of
over $500 million. It's a challenge worth millions to everyone. For
immediate consideration, please forward your resume, indicating
position and/or location of interest, to: Employment, Argonaut
Insurance, 250 Middlefield Road, Menlo Park, CA 94025. (415)
858-6619 FAX: (415) 858-6677 EOE. M/F/H/V. Principals only,

please.



36 / Bus:ness Insurance, February 4, 1991

Bill mandates veterans' benefits Automakers

extend benefits

WASHING- ends as if they never had been ance coverage which would have leal conditions that veterans in-

VWAR TON-A bill called for active duty been provided if no period of mili- curred as a direct result of military DETROIT-The Big Three au-
approved by That means an employer gen- tary service had occurred,” ac- service tomakers are paying reservists

in the the House last erally could not impose a waiting cording to Rep Sonny Montgom- "The underlying philosoph?/ of called to duty m the Persian Gulf
week would period or exclusions for medical ery, D-Miss , a sponsor of the this exception is that the public War the difference between their

GUVLF  require em- conditions that arose during ac- legislation and not the employer shoild pick military and civihan pay and are
ployers to tive duty Many employers probably would up the cost of the service-related extending most benefits to which

reinstate For example, assume an em- extend health insurance to return- injury," said Jerry Wunsch a legal reservists and their dependents
health insur- ployee was called up for service ing veterans without a waiting pe- consultant with Hewitt Associates had been entitled

ance for employees when they re- and his family became covered riod or exclusions even without the of Lincolnshire, lll Both partial pay and benefits
turn from military service under CHAMPUS, the federal bill, consultants say In addition, the |egis|ation would are being extended for six

H R 555, approved 414-0, also health program for civilian depen- "Employers wouldn't want to allow professionals called up for months
would allow doctors and other dents of military personnel While penalize employees lust because military duty to suspend premium However, the automakers have
professionals in military service to he was in the armed forces, a de- the employees were sent to Saudi payments for their malpractice m- stopped contributing to several
suspend premium payments for pendent developed diabetes Arabia,"” said Karen Pellegnm, a surance voluntary personal savings plans
malpractice insurance without en- When the activated reservist re- consultant with The Wyatt Co in Professionals could have cover- in which reservists may have been
dangering their coverage turns to work, his employer could Wellesley Hills, Mass age reinstated when they leave ac- participating

The bill, which the Senate is ex- not impose a waiting period for The bill does contain one excep- tive duty In collective bargaining talks
pected to act on shortly, generally coverage for the diabetes tion to the general principle of During this suspension, legal ac- last August, the United Auto
would guarantee group health in- This provision provides that mil- reinstating health insurance Em- tions against them would be stayed Workers union reached agree-
surance for service personnel and itary personnel and their families ployers apparently could exclude until they leave active duty ments to extend partial salary and
their families when active duty "are entitled to the health insur- or impose waiting periods formed- -By Jerry Geisel benefits for 30 days in case of a

Gulf confhct

- - - - General Motors Corp of De-
Firms still seeking travel advice ;oo
three to offer the extension, has

about 300 union and non-union

By MARK A. HOFMANN erman advises not to ban travel rope for the time being because of man said reservists on active duty in the
even to Saudi Arabia and Israel the war, Mr Clough said, adding Most recent inquiries have come Middle East, a spokesman said

Corporate America still is turn- When trips to Israel are necessary, that he's always been leery of un- from companies smaller than those Chrysler Corp of Highland
ing to security consultants when he recommends that travelers stay necessary travel to parts of Latin in the Fortune 200 Large com- Park, Mch, has about 80 reserv-
making travel plans, even as the in Jerusalem rather than Tel Aviv, America panies already have sophist.cated ists On active duty and Ford
Persian Gulf War enters its fourth which has been a target of Iraqi Mr Clough favors "prudent se- security programs, he said Motor Co of Dearborn, Mich, has
week Scud missiles curity, not paranoia " There's no "The smaller companies are hus- 90 reservists m the Middle East

"We're getting the same level of Missile attacks so far have reason to avoid domestic travel or tling to develop a comprehensive Reservists and their famihes are
calls as last week, maybe 12 or 15 a caused relatively little damage or trips to Canada, Australia and security program,” he said ellglble for all employee benefits
day," said Herb Clough, executive loss of life in either Israel or Saudi New Zealand, he said The Gulf war should renew cor- except accidental death benefits,
vp of Paul Chamberlain Interna- Arabia Cancelling domestic travel plans, porate interest in secur_ty, Mr which carry a war exclusion
tional, a consultant in Beverly In fact, "we which some American companies Ackerman said Union members are receiving
Hills, Calif VWAR consider west- have done, "is probably an over- "A lot of companies really need a partial salary payments through

"There's still quite a bit of inter- ern Saudi reaction," said Mr Ackerman No security overview They think what dislocated worker funds Jointly
est,” said Mike Ackerman, princi- in the Arabia a rela- one knows where-or even if- was good five years ago is good administered by the car com-
pal of the Ackerman Group Inc , in tivelysafe large-scale terrorist acts will be now," Mr Clough said He pointed panies and the auto workers
Miami The firm IS on retainer to GULF area," he said directed against domestic targets, out that changes in personnel and union The GM spokesman said
Chubb Corp for companies that "Our clients he said the acquisition and divesture of fa- the automakers put about 19 cents
purchase kidnap and ransom cov- understand "Until they've ac:ually done cilities can render security plans per hour per union worker m the
erage from the Warren, N J -based there are cer- something and there's a pattern," a obsolete funds
Insurer tain risks that you take in life even security consultant cannot advise Now is a good time to get a se- -BY Michael Schachner

Clients have been concerned when you step into your bathtub," about domestic travel, Mr Acker- curity overview," he said
about traveling to countries like Mr Ackerman said
Greece and Turkey, where there is Chamberlain's Mr Clough of-

-
a high risk of terrorism, Mr Ack- fered a more cautious assessment = '
Srman i werereing ciens, wmiess s D U PN SEeCUrity Not leste

In Greece, a domestic Marxist absolutely necessary, to avoid in-

group, "November 19," has already ternational travel ' By MARK A. HOFMANN radius of the stadium, except for said Vehicles entering the area
struck U S targets Americans should avoid travel to takeoffs and landings The flight were also subject to inspection
Though urging caution, Mr Ack- the Middle East, Africa and Eu- TAMPA, Fla -The possibility restriction within a half--nile ra- But Mr Smith said, the cost of

that winds of terror stirred by Op- dius of the stadium was raised to the added security was far from as-
eration Desert Storm would blow 5,000 feet Even the blimp was kept tronomical Although a final tally
into Super Bowl XXV led to ex- away will not be available for some time,
" traordinary security measures Only law enforcement and FBI- he said that contributions from the
I nsu ra nce Se rVkeS g u Ide around Tampa Stadium authorized aircraft were not af- National Football League, the
Fortunately, say Tampa police, fected by restrictions A single hel- Tampa Sports Authority and other
the measures were not tested In icopter flying over the stadium sources would help defray the costs
fact, the largest single category of provided aerial shots, said the po- to the city

TEMPORARY arrests at the Jan 27 game was for lice spokesman Even police overtime, one of the
ticket scalping, rather than any act A 6-foot-high chain-link fence biggest costs, would only be about
remotely resembling terrorism about 60 feet from stadium walls $40,000, he said "The actual im-
CLAIMS EXAMINERS The Super Bowl went "really was designed to enhance security pact on the tax budget is not as
« Excluvvely Medical/Dental Claimv smoothly” from a security stand- great as one would assume "
/ 1 C S Nati de S . point, said a Tampa police spokes- 1 Even had there been no threat of
- ationwide ervice . .
_ _ man The Super Bowl went terrorism, security would have
= 10 Years Service to Over 800 Clients Authorities had been prepared , , been tighter for the Super Bowl
I R ( ; - Proven Performance Record for considerably rockier condi- really smoothly than that imposed during a regular
R id Start U tions They had installed metal de- from a Security season Tampa Bay Buccaneers
CLAIM SERVICES apl a P tectors at all stadium gates, game, said Mr Smith "There's no
R=soumci emoup - Effective Quality Control Program erected a special fence, restricted standpoint, say comparison "

nearby air traffic and added sur- For example, people were prohi-

Tampa police. . ) .
bited from carrying any electronic

CLAIM SERVICES RESOURCE GROUP - 800-331-5039 aamGe Of traffic il amd around

The Claims Productivity People© the stadium devices into the stadium on Super
Concern over terrorism led offi- Sunday, Mr Smith reported In
cials to place-and test-metal de- The security measures extended fact, lust about every hand-held
ReaCh For The Sta rs. tectors at all 68 stadium turnstiles into the parking lot, where vendors ob]ect other than binoculars was

three weeks before the game, noted hawked souvenirs inside huge tents banned
i i X . . Robert L Smith, Tampa's public patrolled by uniformed and plain- The forbidden Items-including
Investigate this new generation of quality software solutions for health safety administrator clothes police radios, cameras of all sorts and
benefits management, workers' compensation claims, general liability. The secured turnstiles were About 74,000 people attended portable televisions-were added
medical cost containment, and first injury reporting, including tested prior to the Super Bowl by a the game But another 20,000 were to a standard list that includes
group of 3,000 to 4,000 attendees of in the parking lot during the game, bottles, cans, other containers and
ISP HealthStar - ISP CompStar - ISP MultiStar a football clinic at the stadium, Mr said Mr Smith, basing his estimate umbrellas The standing ban on
ISP MediStar - ISP FirstStar Smith said on the 1984 Super Bowl umbrellas was initiated to prevent
Further tests were done before Officers in the parking lot were fans from blocking other people's

. . practices and other times during part of a contingent of more than view of the game
For more information about the many ways

you can benefit from the week before the big game, he 500 officers from 22 agencies-in- Tampa Stadium purchased $10
Insurance SoRnre Packages, Inc said cluding some from other cities- million of primary liability insur-
write to US at . i . . i Security was even tighter at the assigned to the stadium The num- ance and a $5 million umbrella
5118 N. 56th Street two press gates, where X-ray ma- ber didn't Include private security policy for the event, while the NFL
Tampa, FL 33610 chines scanned briefcases, pack- officers and agents from the FBI, purchased general liability insur-
or call (800) 237-8133 m the US, ages and electronic equipment, Mr the U S Customs Service and the ance at undisclosed policy limits
(813) 6214069 in Flonda. Smith said Bureau of Alcohol, Tobacco and The NFL also bought $30 million
The Gulf war also prompted spe- Firearms in cancellation and abandonment
cial air traffic restrictions from The stadium itself was placed coverage for the event (Bl, Jan 28)

noon to midnight on game day The under 24-hour surveillance, or American Broadcasting Cos ,
Federal Aviation Administration "lock down," beginning Jan 19 which televised the event, did not
banned aircraft from flying lower Anything going in or out was sub- purchase cancellation coverage
than 3,000 feet within a five-mile Ject to security checks, Mr Smith (BIl, Jan 21)

For advertising information in the INSURANCE SERVICES GUIDE
Contact Margaret H,kido, 740 Rush Street Chicago, lllinois 60611
Telephone (312) 649-5340



War risk rates The underwriter agreed that you have to advise the underwriter cut to 0 25% from 05%, and avia- dent and medical expense coverage

Continued from page 1 down, noting that the apparent air the conditions are limited and the from 0 25%

The continued threat of bombing superiority of allied forces had rate is O 0125% Also, the premium - Israeli Red Sea ports Marine from hotel companies and public
and sabotage outside the Persian convinced underwriters that air at- is payable in advance," he said
Gulf area has prompted floods of tacks on vessels were unlikely even AnNnd, the premium is not re- O 375% Aviation war rates were the risks are based in the United
inquiries about coverage from a though the Iraqgis possess Exocet turned if no nuclear detonations cut to O 15% from 0 25% States, he said
variety of risks, ranging from do- missiles The Exocet missile is fired take place, he added = Jordan Marine rates were cut lan Harrison, senior underwriter
mestic travelers in the United from aircraft and skims the surface Previously underwriters had to O 25% from 0 375%
States to oil companies in the Mid- of water until reaching a ship tar- agreed to reinstate the business but Aviation hull and liability war American International Un-
dle East get

Leading Lloyd's of London war
risk underwriter Christopher Rome bound for Israel, where hull war gardless of when the nuclear deto- fluctuate depending on the risk but inquiries
last week confirmed that marine risk rates have been cut to O 5% to nation took place there IS a general moderation of
hull war risk rates in the Gulf had O 75% of insured value from 1%,
declined the underwriter said

"Inevitably when there was an

tallized into one rate which was rates to increase significantly, said ! is not done by the military will
well known around the market David Lentaigne, managing direc-
But as the situation developed, tor of the marine division of Alex- 'There is nothing worse than an underwriter who
views change and the market be- ander Howden Reinsurance Bro- . cover that it sells
comes more competitive,” he ex- kers Ltd "If you lost a high value takes the risks at low rates, because when the "Unlike the Lloyd's 437 wording
plained ship like a LNG carner, of which losses come-and they will-we will find. . .a
When the war began, all un- there are a number in the Gulf
derwriters were charging the same with a value in excess of $100 mil- bankrUpt underwriter,’ says Anthony King’
rates, he explained, but by last lion, that could Jolt the market up, a Iiability war risk underwriter.

week hull war risk rates varied but smaller losses would have little

"depending on the individual un- effect,” he said

derwriter and many other factors, Mr Lentaigne estimated that

such as how long the vessel will be around $50 miillion to $60 million ginning of the crisis worldwide, said one broker

m the Gulf, exactly where it is in war risk premiums have flowed "When the losses come in, we "Most airhnes have had notice less a loss iS the result of militar
has been in the region or has It Invaded Kuwait nothing worse than an underwriter rates,"” said William Farmer, asso- said

been there for some time " Giving examples of how marine who takes the risks at low rates, ciate director with Bain Clarkson

been any losses linked to the war, rates for seven days' cover valid we have a bankrupt underwriter on on the risk, he said tilities

he said Underwriters have now for 24 hours have dropped to our hands," he said For European flights, the hull Giving examples of rates for $30
amassed enough additional war - O 46875% of insured value

risk premiums to pay claims more from O 625% to 0 46875% for travel risk rates headed lower last week around 0 05%, although there are erty terrorism sabotage,” he said
easily should there be losses, he in the Arabian Gulf around Dubai The Joint Lloyd's of London/Insti- variations, Mr Farrner said "Rates for risks near the Gulf are
said

But, Mr Rome stressed, war risk visiting Saudi Arabia

rate reductions could rapidly re- * 1% to 1 25% from 1 875% for Friday to set some new market- tional premiums per passenger they are over 1% depending on the

verse if a ship strikes a mine or is travel to Bahrain

attacked from the air, he said - 03% to 0375% from 03% to they met at least every 48 hours kers say One broker commented are around 02% depending on the
"No one knows what Saddam O 5% for travel in the Red Sea The following cargo war risk rate that unlike aviation hull un- risk " -

Hussein's strategy might be, but in = 0 125% from O 3% for travel changes were cut last week derwriters who meet and agree to

the Iran-lraq War it was to attack through the Suez Canal * Iranian Gulf ports, places and marketwide rates, the aviation lia- Catastrophes

shipping and there iS no reason to While hull war risk quotes nor- offshore 1Slands north of 27 de- bility market IS much more cha-

think that he would not do the mally are valid for only 24 hours, grees 30 mmutes north latitude otic because the underwriters act Cont:nued from page 2
same in this war And, if the Iraqi that period IS extended to 48 hours Marine cargo war risk rates were Independently ages
air force gets up into the air, It 15 over weekends However, during cut to O 75% of insured value from Various types of coverage The third most costly catastro
much more likely to hit merchant the week, brokers must contact the 2%

ships than ships in the naval same underwriters every day for « Persian Gulf ports and cities written in the London market, Mr in the year The state was hard hil

forces," he said new quotes, said Mr Lentaigne south of 27 degrees 30 minutes Rome noted

One marine underwriter said ad- AN automatic reinstatement of north latitude and west of 52 de- Before the war began’ many lia- Barbara County that caused an es
ditional marine hull war risk rates war risk coverage following the grees east longitude Marine rates bility policies excluded terrorist timated $265 million of propertl
for vessels traveling in the Persian automatic cancellation of coverage were cut to 1% from 2% coverage, while in others it was damages
Gulf south of Kuwait City have following a nuclear detonation can = Qatar and Bahrain ports and written as an endorsement that None of these insured properti
dropped to 15% to 2% of insured now be purchased in the London cities Marine rates were cut to 1% could be canceled And general lia- damages include crop losses, whict
value, down from 3% a week ago market where it is led by Mr from 2% bility policies that covered terror- were heavy in California Thos,
and 5% two weeks ago Rome, according to Richard Hil- - Saudi Arabian Red Sea ports, ist attack as a standard risk are not losses were covered by the Federa
actually wrote any policies at the & Godwin Marine Ltd were cut to 0 125% from O 25% coverage intact, brokers say said
5% rate because buyers thought it "There is a limited amount of - Israeli Mediterranean ports Mr Rome said he is receiving nu- The insured property damages

was too high

losses, which are covered by th€
National Flood Insurance Pro

Benefit plans often exclude war claims o .

trophes, six other storms eack

By COLLEEN JOHNSON fit Plans,” are based on a phone clusions, and six of 48-or 13%- panies, or 28 8%, have imple- caused more than $100 million 01
survey of 56 Fortune 1,000 com- contained terrorism exclusions mented special travel policies be- insured damages
Non-military employees of many panies conducted shortly after the = Business travel accident plans, cause of the threat of terrorism, the
of the nation's largest companies Persian Gulf war began 17 of 563-or 3296-contained war survey found in Europe, though, far eclipsec
would not be covered by their Not all companies answered all exclusions, and seven of 49-or
death caused by acts of war, ac- released last sions
cording to a recent survey week - Short-term disability plans, 15 national travel-and five employ- continent last year caused $8 1
In addition, some of the employ- WAR
ers' group benefit plans exclude three com- clusions, and five of 47-or 11%- -with two firms restricting all three times the total US catastro
coverage for injuries Cir death re- in the panies-or contained terrorism exclusions such travel, the survey found phe losses, according to the PCS
sulting from acts of terrorism, re- 41 %% -of the » Group term life plans, 12 of "My own sense is the insur-
ports the survey by Buck Consul- G U L F
tants Inc of New York spondents sions, and five of 49-or 10%-con- employers' concerns if an employee number and severity still hurt th,
The survey also found that many said they have tained terrorism exclusions were injured or killed while on a insurance industry's profits las
of those firms have Implemented checked to de- - Group universal life plans, business trip, said Henry von year, according to Sean Mooney

special travel policies and security termme whether benefits plans ex- three of 52-or 6%--contained war Wodtke, a benefit consultant with senior vp and economist at the In

Nnneasures

"It is interesting to see that the lated losses contained terrorism exclusions where they can, because they don't New York
majority of the respondents have Seventeen respondents, or 30 4%, However, the survey noted "On want to have employee losses "
already reviewed their benefit said they checked their plans only the issue of terrorism, many orga- The survey also found that eight industry's rate of return wouk

plans to determine if they have ex- for war exclusions, while two nizations don't know if plans have -or 145%-of 55 companies said have been about 10%, or 239
clusions for a loss suffered because others said they checked only for an exclusion, either because the they are providing "additional as- higher than the actual 81% rate o

of an act of war or terrorism," said terrorism exclusions

Frederick W Rumack, director of The survey found that among dressed or because in reviewing the who are troubled by the CriISIS m losses

tax and legal services at Buck survey respondents’ plans this was found to be an 'ex- the Middle East " There had been only one cata
"While the terrorism risk in the - Accidental death and dismem- tremely gray area However, none of those respon- strophic loss in 1991 as of late las

U S might appear to be remote, berment plans, 26 of 53-or 49%- Among 37 companies that re- dents developed an EAP specifi- week a $25 million insured prop

it is still very important that all contained war exclusions, and sponded when asked whether they cally because of the war erty loss resulting from wind

companies review their benefit eight of 49-or 16%-contained would compensate an employee for storms, hail and tornadoes tha

plans to determine exactly what terrorism exclusions

their insurance policies cover and = Group health plans, 19 of from a plan, 18-or 49%-said they -War and Terronsm Exclusions in and Florida from Jan 18-20

what action they will take if a loss 52-or 37 %-contained war exclu- would not be compensated, eight- Benefit Plans" :s available for $25

occurs,” Mr Rumack said sions, and seven of 48-or 15%- or 22%-said they would be conm- by contacting Carolee Martin, usually accelerates by the end o

The results of Buck's survey, contained terrorism exclusions
"Operation Desert Storm-War - Long-term disability plans, 18 undeided Consultants Inc, 500 Plaza Dnve, storms, noted Edward Hermanson
and Terrorism Exclusions in Bene- of 52-or 3596--contained war ex- Fiheen of 52 responding com- Secaucus, N J 07096-1533 vp of the PCS
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Captive ruling

Continued from page 1
monly understood

Section is working on a counter-leg- premiums paid by a parent corpora-
islative proposal that would create a tion to a wholly owned insurance
safe harbor for companies that pay subsidiary are not deductible, but
premiums to wholly owned captive premiums paid by subsidianes to the

What this test boils down to is subsidiaries m certain Instances, said captive can be deducted Only 7% of
that if "it looks like a duck, quacks Kevin Outterson of McDermott, Will the busmess wntten by the Humana
like a duck and waddles like a duck, & Emery m Chicago No details are captive, Health Care Indemnity Inc
it's a duck," said attorney J Patrick available because the prOJeet IS m ItS In Colorado, was unrelated to Hu-
Whaley of Musick, Peeler & Garrett infancy, he explained
in Los Angeles In addition to rejecting the "eco- The appellate court found there

Applying this test, the court ruled nomic family"” theory, the Tax Court was no risk shifting or risk distri-
12-3 that premiums paid by three explamed what constitutes msurance bution between the parent and the
different parent companies to their risk, risk shifting and risk distribu- captive, because when a wholly
wholly owned insurance subsidianes tion These are the key elements of owned captive suffens a loss, It W111

purchased "true insurance" and, the court's three-pronged test to de- appear on the parent company's bal-
therefore, are deductible termine "true Insurance "

mana or its subsidiaries

ance sheet as a reduced asset

The three cases involved "Basic to any insurance transac-

However, smce brother/sister sub-
* Los Angeles-based AMERCO, tion must be risk An insured faces sidianes are not financially impaired
the parent of an affiliated group of some hazard, an insurer accepts a when the captive pays a loss, there is
corporations that comprise the U- premium and agrees to perform some risk shifting and risk d1Stribution,
Haul rental system, and AMERCO's act if or when the loss event occurs If according to the court
Phoenix-based insurance subsidiary, no risk exists, then msurance cannot
Republic Western Insurance Co Fifty be present,” said the court in the U- this rulmg to the U S Supreme Court
percent of Republic Western's bum- Haul decision (Bl, Nov 6, 1989)
ness is unrelated to AMERCO Risk shiftmg and risk distnbution In a footnote m the Harper case,
» San Francisco-based Harper also must be present for there to be the Tax Court said "We need not
Group and ItS Hong Kong captive, insurance, according to the Tax consider whether brother/sister cor-
Rampart Insurance Co Ltd About Court's rulings
30% of Rampart's business is unre-

The IRS did not seek review of

porations are to be characterized as
Technically, risk shifting occurs unrelated parties for we believe that
lated to Harper when the policies are written, premi- when 30% of the captive msurer's m-

* Sears, Roebuck & Co of Chicago ums transferred and losses paid, the come is received from a relatively

and its Allstate Insurance Co unit court said m the U-Haul decision large number of unrelated insureds,

Some 99 75% of Allstate’s business is However, a more substantial as- there is a sufficient pool for the oc-
unrelated to Sears (Bl, March 13, pect of risk shifting centers on the currence of risk distnbution "
1989) separation between the parent com- Tax attorney Bruce Wright of Le-
The Tax Court m each of the cases pany and the insurance subsidiary, Boeuf, Lamb, Leiby & MacRae in
emphatically rejected IRS arguments the court explamed To constitute m- New York mterpreted this footnote to
that the corporations cannot deduct surance, the parent company must mean that the issue of a brother/sis-
premiums paid to wholly owned in- transfer its risk to a separate com- ter relationship is mocit when at least
surance subsidiaries because they are pany that IS financially capable of 30% of a captive's business is unre-
part of the same "economic family " paying losses, accordmg to the court lated to the parent or its subsidiaries
The IRS officially unveiled its "ec- The insurance subsidiary must be a However, Mr Cameron of the law
onomic family" theory in Revenue "separate viable entity, financially firm Baker & McKenzie pointed out
Rulmg 77-718 m 1977 and has been capable of meeting its obligations,” that the recent Tax Court cases do
vigorously pressing for it ever since said the court in the U-Haul and not "say anything about how the
The "economic family" theory Sears decisions
states that since a corporation and "The concept of risk distributing situation when there is no unrelated
a wholly owned captive subsidiary emphasizes the pooling aspect of in- busmess "
are part of the one "economic fam- surance," the court said in the U-
ily" and the corporation ultimately Haul decision
bears the profits or losses of the cap-

court wlll deal with the brother/sister

The most immediate impact of the
three rulings from the Tax Court will
In the Harper case, the court said be seen in how captive insurance
tive, the transaction between parent that "the relatively large number of compames are operated, according to
and captive does not constitute insur- unrelated insureds (that) comprise captive msurance experts
ance for tax purposes approximately 30% of Rampart's While the rulings suggest there

The IRS maintains that premiums business constitutes a sufficient could be significant tax advantages
paid to wholly owned Insurance sub- pool of msureds to provide risk chs- to wntmg large blocks of unrelated
sidianes are equivalent to additions tnbution "
to self-funded loss reserves and, In an earlier case involving Gulf wholesale move to write third-party
011 Corp, the court said there IS nO business Just to boost up numbers,

In 1987, the IRS further strength- risk distribution when only 2% of a said Art Koritzinsky, vp-North
ened its position by issulng Revenue captive's business is generated by Amencan captive management oper-
Ruling 88-72, which explicitly states unrelated policyholders (Bl, Nov 30, ations for Johnson & Higgins of New

that corporations cannot deduct pre- 1987, Jan 18,1988) York

business, it is unhkely "there will a

therefore, cannot be deducted

miums paid to a wholly owned insur- In the three recent cases before "It will be a controlled move to

ance subsidiary regardless of how the Tax Court, at least 30% of the wrlte select unrelated business,” Mr
much unrelated busmess the captive insurance subsidiaries' busmess was Kontzinsky predicted
writes (Bl, Nov 28,1988) unrelated to the parent company
In its Jan 24 rulings, the Tax Court What remains unclear is how the write large blocks of unrelated busi-
said the IRS' "economic farmly" ar- court would view a situation in ness stems from the experience of
gument does not hold water which between 2% and 30% of the some captives in the late 19705 and
"The 'economic family' approach captive's business is unrelated to the early 1980s that wrote large blocks of
to this question has been uniformly parent, attorneys say third-party business that turned out
rejected by this court,” the Tax Court A captive achieves risk distribu- to be disastrous This caused several
stated in the U-Haul decision tion when the amount of unrelated large captives, including Mentor In-
"We have repeatedly relected (the business reaches 10% to 20%, sug- surance Ltd, to become insolvent
IRS') economic family theory," the gested Paul J Sax, an attorney with and forced other captives to stop
court reiterated in the Harper case Orrick, Herrington & Sutchffe m San writing third-party busmess
Attorneys say that the strong lan- Francisco, who represented Harper
guage means the "economic family” "Below 10% and you're asking for of the past where volume of prerm-
trouble," predicted Mr Outterson of ums and unrelated risks were pur-
"This was a thorough defeat for MeDermott, Will & Emery

the Service and ItS economic fam-

The reason for the hesitation to

"Let us not fall Into the mistakes

theory is dead in the Tax Court
sued for deductibility reasons,”" cau-
The court's rulings also "beg the tioned D Hugh Rosenbaum, a
ily theory," said Jamie Cameron, a question of what happens when one prmcipal with Tilhnghast m Danen,
tax attorney with Baker & McKen- or two msureds represent 30% of the Conn, a division of Towers, Pemn,
zie in New York captive's unrelated business," ob- Forster & Crosby Inc

But, they caution that this theory served Lucien P Laborde Jr, presi-
could be revived by appellate courts dent of Wills Corroon Research & officer of International Risk Manage-

And, if the IRS is unsuccessful in Development in Nashville, Tenn ment Group Ltd in Bermuda, de-
persuading a court to reverse these "These decisions give the im- scnbed the early expel-ience of cap-
rulings on appeal, the IRS may ask pression that the court might reach tives that wrote large blocks of
Congress to pass tax legislation that a different result if two pohcyholders unrelated business as "an unmiti-
includes the "economic family"” the- share the risk 50-50," he said

Arthur H Deters, chief executive

gated disaster "

ory, attorneys say "The court appears to be focus-

Update

Court denies Transit E&O cover

Continued from page 2
fmding that, among other:hings, Transit's receiver sued the two men in
their capacities as directors of Transit, not DMT

"Covermg Bowie and Gregory for errors and omissions committed as
Transit officials was not the nature or kind of risk that the Home and
New England pollcies assumed," the court ruled

Receivership officials are still discussing settlement of their suit with
vanous parties, mcludmg National Union Fire Insurance Co of Pitts-
burgh, Pa, which wrote Transit's D&0 coverage

Miners' pension benefits hiked

WASHINGTON-Up to 347,000 members of the United Mine Work-
ers of America wlll receive improved pension and other benefits under a
"reopener” collective bargaining agreement the union reached with the
Bituminous Coal Operators' Assn Inc

The agreement covers 50,000 to 60,000 union members employed
by coal producers and 120,000 retirees Another 167,000 pension plan
participants who have not retired but are not working for coal mining
companies also would be covered if they ever return to the mdustry

In December, the mine workers' union informed the 13-member
BCOA that It was exercismg its right to reopen ItS current five-year
collective bargammg agreement to seek better benefits

Under the agreement, pension credits for union members workmg
on or after Feb 1 will be mcreased $2 50 per month for each year
of service Pension credits vary depending on length of service

Retirees are also to receive one-time lump sum payments $500
for current retirees, $375 for Surviving spouses, and $290 for dma-
bled retirees And the retiree death benefit for survivors will in-
crease 42 9% to $5,000 from $3,500

The BCOA has limited authority to negotiate for all employers
that contribute to the union pension plan

Alaska oil spill settlement talks

WASHINGTON-Alaska Gov Walter J Hickel and U S Interior De-
partment officials are scheduled to continue talks here this week with
Exxon Corp on settimg Alaska's civil suit and federal crimmal charges
related to the massive 1989 011 spill m Pnnce William Sound

Winle details of a possible settlement were not released, a spokeswo-
man m Gov Hickers Anchorage office said the governor is seeking $1
bilhon to transform Prmce Wilham Sound Into a wildhfe sanctuary

Similar meetmgs were held Jan 16 m Juneau, Alaska, and Jan 29
m Washmgton, DC, she said

Exxon has already settled claims by seven malor seafood processors
m Seattle Terms were not disclosed and about 170 other suits agamst
the company are pending m state and federal courts

Meanwhile, in papers filed in federal court m Anchorage last week,
Exxon claimed it should be Immune from ennunal prosecution because
it voluntarily reported the spill If convicted, the company faces fines of
more than $600 milhon Exxon officials would not comment

Toxins law spurs Dow action

INDIANAPOLIS-DowBrands Inc has removed a suspected car-
emogen from its K2r Spot-hfter rather than label the spot remover
harmful as required by Cahfornia's Proposition 65

The Dow Chemical Co unit also confirmed that it agreed to do-
nate $50,000 to a new fund to pay for citizen enforcement actions under
the 1986 anti-toxins law

Environmental groups notified the company m July 1990 that it was
violating the law by not labeling K2r as contaming perchloroethylene,
which is included on a 11st of known caremogens (BI, July 9, 1990)

Violators of Proposition 65 face fines of up to $2,500 a day for
each individual user who has not received a clear warning about
the cancer nsks 1Vhdland, Mich -based Dow wasn't prosecuted because
it was "reformulating” the product, the state attorney general said

The change, which has taken several years to formulate, was
prompted when the Environmental Protection Agency placed perch-
loroethylene on its 11st of possible carcinogens in 1985, Dow said

Dow would not say how much it spent to alter the product

Briefly noted

Congress last week adopted a bill that President Bush is expected to
sign approving payment of government disabillty benefits to veterans
suffering from two forms of cancer and a skin disease associated with
the Vietnam war-era defohant Agent Orange Sen Robert Kasten,
R-Wis, last week introduced a bill, S 315, to allow self-employed indi-
viduals to take a 100% tax deduction for health insurance premi-
ums, up from the current 25% Sen Wilham Cohen, R-Mame, last
week introduced a bill, S 314, to make clear that long-term health
insurance is a tax-deductible benefit Through this clarification, em-
ployers would be able to take tax deductions for group LTC premiums,
and the coverage could be offered through flexible benefits programs

As a result, captives today will be in-the-wool" supporter of captive rulings w111 cause corporations that
Because such legislation would ing not only on the dollar amount careful not "to Jump from the frying risk sharing pools and would encour- were not already Interested m form-

stem the loss of revenue in an era of the unrelated risks, but also on pan and into the fire," Mr Deters age companies to Join pooling ar- ing captives to form captives

of huge budget deficits, there is a the number of unrelated insureds,
possibility Congress would be recep- Mr Laborde said
tive to an IRS request, attorneys say

said rangements "Companies should not enter into
Further, "the economics of today However, "pools must be designed any transaction solely for tax bene-
Another question that remains un- are such that the kill isn't worthy so that there is a potential for real fits," said Mr Laborde of Willis Cor-
However, Congress also is aware answered after these three rulings IS of the chase,” he said In today's re- loss-nsk sharing,” he cautioned roon
of the problems that businesses face whether the Tax Court would view cessionary economy, companies are "There is a greater possibility of However, for companies that were
during a recession, they note premiums paid by brother/sister sub- more mterested m bigger problems interest in captive pooling because already considering setting up a cap-
Furthermore "if the IRS remains sidiaries to the captive insurance that m the tax deductbillty of premi- the experience of 10 to 12 years ago tive, these rulings could "push them
successful in denying tax deductions subsidiary to be unrelated busmess ums paid to captives, he explained showed (it) did not produce the disas- over the fence," Mr Kontzinsky said
in the single-parent, pure captive sit- The issue was recently addressed Because of the fear of going to trous results of entering the open
uation, there may not be a need to go by the 6th U S Circuit Court of Ap- the open market to wnte third-party market," said Mr Deters, whose firm AMERCO vs Commissioner, No
to Congress," said Patrick Heffernan, peals m a case brought by the hospi- nsks, captives are more hkely to be manages Hopewell International In- 5100-88, 96 T C No 3, The Haiper
an attorney with Hopkins & Sutter in tal chain Humana Inc (Bl, Aug 28, mterested in poohng arrangements to surance Ltd, a property reinsurance Group vs Commtssioner, No 33761-
Chicago, who represented Sears 1989, Aug 7, 1989) achieve deductibilit> of premiums, pool in Bermuda 85, 96 T C No 4, Sears, Roebuck &
Currently, the American Bar In this case, the 6th Circuit Court accordmg to captive experts The experts also note that it is Co us Commissioners, No 2165-89,
Assn 's Tort and Insurance Practice reversed the Tax Court and held that Mr Rosenbaum said he is a "dyed- unlikely that the three Tax Court 96 TC No 5
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Bl insurance Index

Broker growth on the horizon

By LEONARD M. WILSON movement toward stability has diminished least one percentage point, Risk Adverse an- .

Special to Business Insurance client willingness to shift from one broker to ticipates that investment income will drop see
another Contingent commissions should 5% in 1991
D_UDGET TIME HAS once again arnved again decline moderately in 1991 Weighing the forecasted revenue compo- 1,461
Din the world of insurance brokerages Lost business iS expected to remain at 5% nents, an aggregate rise of about 6% to 7% in 540 o

Before launching into this year's profit plan of commissions Measures to retain clients total revenues seems attainable for 1991
for Risk Adverse Associates, our fictional have worked well for several years The dic- This is not a particularly satisfying rate of 1 S22 0O0 . A —
surrogate for the typical public broker, we tum that a dollar of existing business is more gain, but it recognizes the stubbornness of

pause for a backward peek profitable than a dollar of new business con- the competitive market and serves notice

at last year's predictions tinues to be a guiding principle that the firm must be managed for another . - e -
The crystal ball for 1990 Commissions from retail brokerage, cap- year of relative austerity
operated with unusual turing the effect of pricing and net new busi- Not much breathing room IS left for ex-
\ clarity Our forecast did ness, should rise 7% to 8% for the year This penses For the duration of the soft market, 480
not count out the soft gain is in line with our forecast for last units of insurance have grown faster than . _* 0Q- 11
market We allowed for year, but exceeds the actual results of most headcount Improved productivity has ena- 49 ap Llp 4’ % 9, @

rate reductions of around brokers Clearly, mid-single-digit gains can- bled Risk Adverse to maintain the desired

4% to 5% across a full not provide strong impetus to earnings com- level of client service In 1991, new business iBSagE Eéogé’g.%{;ﬁrﬁéﬁn -

book of business Reve- parisons will be sufficiently robust to challenge the —— 2" — ’ !

nues were forecast to rise Reinsurance brokerage is not easy to efforts of the staff In the interest of preser-

roughly 6%,alittle gauge Crosscurrents in the marketplace ving profit margins, and at the same time Insurance industry stocks shot up last week as

stronger than actual per- abound Catastrophic coverage has become keeping chents satisfied, headcount may in- the Business insurance Index went up 26.1

formance Last year's budget contemplated a expensive Liability, we hear, is an arena of crease 2% over the course of the year Keep- points to 569.7 on Feb. 1, from 543.6 on Jan. 25.

6% to 7% advance in earnings, also not too ongoing competition Yet, despite a competi- ing employees' raises even with inflation Advancing issues for the week were led by Pa-

far from the mark Overall, we correctly did tive environment, 1990 witnessed reasonably should add another 4% to cost, for a total cificare Health System, up 40.9%; U.S. Health-

not anticipate much relief from the rigors of good performance from reinsurance broker- rise of 6% care, up 32.0%; and HMO America Inc., up

a soft market in 1990 ages, partly buttressed by reinstatement pre- With both revenues and expenses expected 28.0%. Declining Issues for the week followed
Now for 1991 The economic outlook is not miums For 1991, we envision commission to increase 6% for the year, Risk Adverse Nobel Insurance Ltd., down 8.0%; Belvedere

rosy Many indicators already confirm that a growth of 5% to 6% Primary insurers are not should achieve a 6% advance in pretax in- Corp., down 4.6%; and CNA Financial Corp,

recession is impending The war in the Mid- yet reducing their retentions, a sign of ade- come This gain follows a similar rise in down 3.5%. The most active issue for the week

dle East has also put a damper on economic quate capacity at that level 1990 As a result of stress on cost control, was U.S. Healthcare, with 5.6 million shares

activity Consequently, the budget incorpo- International brokerage 15 also difficult to earnings have posted a gentle nse over the traded. The 8/Index was up 4.8%; The Standard

rates gross national product growth of less forecast because of the diversity implicit in a period of the soft market, a gratifying con- & Poor's 500 went up 2.1%; the Dow Jones 30

than 1% for the entire year Inflation ought variety of geographical markets In addition, trast to the erosion of results in the last soft Industrials were up 2.7%; and the New York

to be reasonably well contained at about 4%, currency fluctuations influence compari- market Forecasted 1991 results, on balance, Stock Exchange Composite rose 2.2%.

with weakening commodity prices a con- sons We believe the dollar will strengthen as are not so bad in the context of a prolonged ,

structive factor Short-term interest rates the year progresses Hence, local commission soft insurance market

have recently declined as the Federal Reserve growth of 7% to 8% may be watered down to The budget is a management tool as well as j -

Mr. Wilson

British Issues

has begun to ease credit We believe that 6% to 7% upon translation into dollars a forecast It educates managers and pre- 1 Week ,
yields on invested funds will slip roughly 1% Benefit consulting is likely to slow in 1991 pares staff for the realities of the market- Jan-s1 Price P/E Div ¥ield Higl,-Low
from last year's average return for several reasons Clients facing recession place By adopting the premise of a continu- Companies pence pence % pence pence,

' Commt Union 480 21 9 28 7 60 480-455
O Gent Accident 497 15 O 33 4 67 497-477
1 1 Gdn Royal Exch 192 167 153 80 192-186

Pricing on commercial lines seems close to may postpone or stretch out employee bene- ing soft market, costs can remain under
bottoming Some contacts already character- fit reviews In addition, benefit consulting strict control If an upturn in premium rates
ize rates as flat, with most renewals on an has grown markedly for several years, and materializes in the second half of 1991, then OB D1 4 B4 O B4 AOD. e
"as is" basis We are not yet certain that the the base of consulting revenues is appreci- staffing restrictions can be eased without SGR*Alliance 344122716749 344--333
soft market has run its course Therefore, we ably greater It should, therefore, be more endangering financial goals for the year
are building into the budget rate reductions difficult to sustain revenue growth at the From our vantage point, then, 1991 15 e toa 250 14 1 120 46 260250 1
of 3% to 4% on average, enough to prevent annual rate of 15% or so that prevailed dur- shaping up as still another year of competi- ', CE Heath 454 131 345 7 6 454-441
complacency about the environment from di- ing recently Risk Adverse's budget, as a tive rates, but perhaps moving toward sta- : ' Hogg Group 156 102 9 7 62 156-154
luting efforts to restrain costs or slacken consequence, incorporates only 10% revenue bility Strong earnings growth for InSUranCe p Uoyd Thompson 304 203 100 3 3 304-303 1
the new business effort growth for benefit consulting in 1990 brokers IS over the horizon, presumably in k ' PWS Holdings 82 99 47 57 82-82 {

We discussed the new business outlook ex- Investment income is a function of pre- 1992 15, Sedgwick Grp 237 177 160 68 237-226 k
tensively in our last column (BIl, Dec 17, mium throughput and the level of short-term Steel Brrl Jones 258 153 147 57 258-258
1990) For the profit plan, new business is interest rates Lower interest rates are the P Willis Gorreon 266 19 7 16 0 60 266-258
held to a 10% to 12% rise, clearly a decelera- corollary of a recession, given monetary pol- Leonard M Wilson :s a senior vp with Lazard
tion compared to the experience of the past icy designed to contain the economic down- Asset Management Inc He ts a member of the 1 4
few years As we have already indicated the trend With yields shifting downward by at New York Society of Secunty Analysts

Brokers

, Source Philip Olsen, Insurance Industry Analyst
London
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Weekly Year to Date Annuat MiBK Weekiv vear to Date Annuat MivBK
BROKERS Price % change % change High Low Vol (000) $ Div % Yield RE Book value value Price % change % change High Low Vol (000) $ Div % Yield P/E Book value value
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Performance Without Consistency Isn't Enough. Any group insurance company

can promise fast claims service, but we guarantee it. O We're confident enough about the quality of

our claims service to put our high standards in writing, guaranteeing to meet our promised

<2(7 L

turnaround time. We're comfortable offering this guarantee because we routinely exceed industry
standards in turnaround time of claims processing. Our resources include an advanced cost-management
technology in processing systems -- a Personalized Claims Administration system which provides
flexible, adaptable administration of any benefits program. * Clients who depend on your advice want
to know what group insurance companies promise. Now you can tell them what we guarantee. For rmore

information, call Tom McKellar at 1-800-877-1052.
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