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Judge scuttles
surcharges on
N.Y. hospital bills

By MICHAEL SCHACHNER

NEVWV YORK-How hospital
rates are set in New York could
be thrown into chaos after a fed-
eral judge last week voided state
hospital bill surcharges on conn-
mercially insured and self-in-
sured health care plans.

While employer representa-
tives expect confusion following
the ruling, they believe elimina-
tion of the surcharges could per-

- mit employers to more easily ne-

gotiate rates with hospitals,
which in turn would lower Costs.

The surcharges voided by U.S.
District Judge Louis J. Freeh on
Wednesday were designed to
subsidize the state's Blue Cross
& Blue Shield plans, which are
required to take on all appli-
cants, regardless of age or
health.

However, the surcharges ac-
tually gave the Blues an unfair
competitive advantage, Judge
Freeh ruled. And, by requiring
health care plans to pay for ser-
vices provided for non-members,
the surcharge system ran afoul of
ERISA, he said.

The Employee Retirement In-
come Security Act of 1974 re-

quires employee benefit plans to
act in the "sole and exclusive”

interest of their participants.
New York levies surcharges of
24% on hospital bills paid by
commercial insurers; 13% on
those paid by self-insurers; and
9% on those paid by health main-
tenance organizations. The
Blues, along with the state's
Medicaid system, are exempt.
Those surcharges, Judge Freeh
wrote in his ruling, "increase the
cost of obtaining medical insur-

ance through any source other
than the Blues to a sufficient ex-

tent that customers will switch
their coverage to and ensure the
economic viability of the Blues."

And even if they don't prompt
employers to switch insurers, the
surcharges cause at least "in-
direct increases in plan costs. . .
and impose requirements on the
use of plan resources," the judge
wrote. "In fact, they divert a
not-insignificant amount of re-
sources to a state-specified use
which is unrelated to the health
care of plan participants.”

This is the second time in nine
months that a federal judge ef-
fectively dismantled a state's
hospital reimbursement system
because it violated ERISA's "sole
and exclusive"” benefit clause.

U.S. District Judge Alfred

Continued on page 21
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$86 million bad faith award

is overturned by Alaska court

ANCHORAGE, Alaska-The Alaska Su-
preme Court has overturned one of the lar-

gest insurance bad faith awards ever.
The Jan. 29 decision voids an award of

derwriters.

$86.2 million-including $60 million in pu-
nitive damages and nearly $25 million in
legal fees-against Lloyd's of London un-

But the bad faith verdict itself still

stands. Now a lower court will determine

how much the underwriters owe on the

Many make an offer...

About two-thirds of employers offer unpaid medical and faTily leave in at least some gituations.
72% for serious illness of a family member

65% for birth or adoption of a child, either parent*

65% for serious illness of an eﬁ;b/lbyee 2,-4

28% on discretionary basis only ,

T8 GnI] T SBHE ealionS, ek TeyMed by e e ners o>~ 7/

7 Y% nNno family or medical leave 4

that few accept

Only rarely do more than 5% employees take
medical or family leave in a given year.

- "« TES#H

55% said less than 1% of employees took leave

39% said 1% to 5%
4% said 6% to 10%

2% said more than 10%

Source: Hewitt Associates * beyond disability folchildbirth

$280,000 claim by the owners of a Ketch-

Continued on next page
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Family leave law signhed

Cost impact on employers could be small

By JERRY GEISEL

WASHINGTON-Tens of
thousands of employers either
will have to add or upgrade their
medical and family leave pro-
grams when the new federal
family leave law takes effect.

While the legislation, which
President Clinton signed last
week, will affect a huge number
of employers and expand benefit
eligibility for 44 million employ-
ees, its impact on most employers
will be minor.

Economically, the cost of pro-
viding unpaid job-protected
leave is likely to be modest. The

Secondhand smoke report
lights fire under employers

By SARA MARLEY

Employers are taking a second look at secondhand smoke

iSoin cold turkey »
§>_ S & -
Here are some tips on going smoke-free

from companies that have done it and the .*j
experts who advised them. =0

Give plenty of notice

Announce the policy at least six months st
ahead of time. =8

Offer resources to help smokers quit

But don't be heavy-handed and
alienate or condemn smokers.

Remember, you're in this together
Promote the policy as a safety and
health benefit for all employees.

Make no exceptions
Visitors and clients should have to

play by the same rules.

GRAPHIC BY A.TRANCHITA

in the workplace since the Environmental Protection Agency
designated it a "known human carcinogen"” responsible for
3,000 deaths per year.

Currently, many companies restrict smoking to designated
areas and private offices. However, such a restriction may
prove to be inadequate to protect workers if air from smok-
ing areas is recirculated to the rest of the building, according
to the EPA.

In response, some employers are changing policies to com-
pletely ban smoking in the workplace.

"Clients are moving very quickly to no smoking in their
buildings altogether,” said David Fortossis, a consultant
with Hewitt Associates in Lincolnshire, Illl. "The EPA report
is so clear that secondhand smoke is a risk and a carcino-

gen.
"We expect employers will rethink their policies,” said Pa-
tricia Wiley, managing consultant with A. Foster Higgins &
Co. Inc. in New York. "The EPA report is giving credit to
secondhand smoke as a liability in the workplace the em-

ployer has control over.”
Prior to the EPA report, "there was a question whether
you needed to clear (smoke) out of the ventilation systems,”
Continued on page 14

General Accounting Office esti-
mates the cost for employers that
will be covered by the legislation
at about $674 million annually,
or about $15 per employee.

The impact also is likely to be
limited for other reasons. Many
previous benefit requirements,
like COBRA's health care contin-
uation provisions, were buried in
huge, broad bills that caught em-
ployers by surprise. But family
leave legislation has been intro-
duced in each congressional ses-
sion since the Mid-1980s and its
provisions and progress through

Congress have been well-publi-
cized.

"This is something that em-
ployers have been aware of and
has been discussed for a long
time," said Francesca Bruno, a
managing consultant with A.
Foster Higgins & Co. Inc. in New
York.

In addition, many employers,
either because they were re-
quired under state law or be-
cause they responded to demo-
graphic changes in workforce,
already have family and medical
leave programs as well as ad-
ministrative procedures in place.

"For many employers, espe-
cially larger firms, the changes

Continued on page 22

Lloyd's may post
gigantic loss

for'so

*dcounts

By STACY SHAPIRO

LONDON-LIoyd's of London may be moving precipitously
closer to announcing another 2 billion pound ($3.03 billion at
appropriate exchange rate) loss, in light of growing losses at de-
funct syndicates formerly managed by Gooda Walker Ltd.

An announcement last week that Gooda Walker's syndicate
results have deteriorated by 325 million pounds ($492.4 million)

is. "very discouraging,”

said Charles Sturge, syndicate ana-
lyst for Chatset Ltd. in London.

Mr. Sturge last month had predicted Lloyd's will report losses
of more than 1.6 billion pounds ($2.42 billion) when it an-
nounces its 1990 results in June (BI, Jan. 25). "It shows that
we're moving toward the 2 billion pounds mark" for Lloyd's

losses, he said.

Lloyd's has confirmed that the market's 1990 losses will total
at least 1 billion pounds ($1.52 billion). Under Lloyd's three-
year accounting system, the 1990 underwriting year closed at

year-end 1992.

Andrew Duguid, director of Lloyd's marketing services, said

Continued on page 6
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Huge bad faith award struck

Continued from page 1
ikan, Alaska, restaurant that burned in 1989.

A state court jury had found that the underwriters acted in
bad faith when they rejected the restaurant's proof of loss and
contents inventory. The risk was led in Lloyd's by syndicate 1031,
managed by Janson Green Management Ltd.

Jurors awarded nearly $62 million-including the punitive damages
and $1 million for emotional distress (Bl, Feb. 4, 1991). Later the trial
judge added the legal fees and other damages (BI, June 17, 1991).

On appeal, the entire award was set aside. Although the un-
derwriters were not "free from blame,"” the lower court failed to
consider lighter sanctions, the state Supreme Court ruled. Appeals of
civil suits in Alaska go directly to the high court.

Oregon 24-hour' study funded

SALEM, Ore.-Oregon expects to be the first state to test a 24-hour
coverage program after receiving a $336,658 grant from the Robert
Wood Johnson Foundation for an 18-month pilot project.

"Employers pay for workers compensation coverage of job-related
accidents and illness. Then they pay another company for health
insurance coverage for other medical care. The 24-hour coverage
project will show the extent to which we can eliminate the duplica-
tion, simplify paperwork and reduce litigation," said Oregon Depart-
ment of Insurance and Finance Director Gary Weeks.

Several states, including Florida, have passed laws allowing pilot
24-hour projects, but none has yet been implemented (BI, Sept. 28,
1992).

The number and identity of participants in the pilot have not yet
been decided, state officials said.

GM takes largest FAS 106 hit

DETROIT-General Motors Corp. is taking a whopping $22.2
billion aftertax charge in 1992 to account for its retiree health
care obligations under Financial Accounting Standard 106.

Most of that-$20.8 billion-reflects obligations accumulated be-
fore 1992. GM expected to report a so-called transitional obligation of
$16 billion to $24 billion (BI, Nov. 18, 1991).

GM's FAS 106 hit is expected to be the largest for any com-
pany. The charge is nearly three times greater than the next-largest
transitional obligation reported so far: $7.5 billion by Ford Motor Co.
(Bl, Dec. 21, 1992).

GM also is reporting a hefty $1.4 billion charge in 1992 to
meet the other FAS 106 requirement to accrue its Mime health care
obligations as an expense against earnings each year. GM's 1992 ac-
crual charge alone dwarfs the transitional obligations many large
films have reported.

GM's FAS 106 charges reflect the 1988 health care cost-shar-
ing requirements the automaker imposed on retired salaried employ-
ees, who have filed suit over those changes (BI, Aug. 14, 1989). The
charges also reflect a new flexible benefits plan that went into effect
Jan. 1 for retired salaried employees.

GM's retiree health plan covers about 365,000 retirees and spouses.
The company has about 362,000 active U.S. employees.

Defensive medicine tab studied

WASH[NGTON-Eliminating "defensive medicine" could cut U.S.
health care costs $35.8 billion over the next five years, a new report
says.

Consulting and research firm Lewin-VHI Inc. conducted the study
for medical malpractice insurer MMI Cos. Inc.

Doctors are said to practice defensive medicine by ordering extra
tests and services to avoid malpractice suits. Researchers examined
practices in anesthesia, obstetrics and emergency medicine and found
unwarranted services including lab tests, continuous electronic fetal
monitoring and skull X-rays.

Health costs also are increased when unneeded services are done for
other reasons, including financial incentives, patient expectations and
pressure to use more current technology.

The National Medical Liability Reform Coalition, a group of
businesses, insurers and medical providers, and the American Medical
Assn. have endorsed the study.

GM hit with $105 million award

ATLANTA-General Motors Corp. will appeal a state court jury
award of more than $106 million to the parents of a teen-ager
killed in a fiery crash in his GMC pickup truck.

The award includes $101 million in punitive damages, which
are insurable in Georgia, and $4.2 rnillion in actual damages. The trial
court judge may lower or raise the jury award.

Shannon Moseley, 17, was killed in 1989 when a drunken driver hit
his 1985 pickup. GM argued that he was icilled on impact, not in

Continued on page 22

Errors & omissions

- A Dec. 21 article on German health care system reforms
referred to 1992 cost figures. Those figures actually were from
1990.

< A headline in the Jan. 18 issue erroneously reported that
Gerling Group is refusing to renew industrial risk policies.
While Gerling Global Reinsurance Group will not renew some
industrial reinsurance business, Gerling Group is not refusing
to renew its book of primary industrial risks.

Governors seek permission
for state health experiments

By CHRISTINE WOOLSEY

WASHINGTON-Critics of the

health reform policy proposal
approved by the National Gover-
nors' Assn. last week charge that
it lacks specifics and is nothing
more than "stale wine in a new
bottle.™

AnNd, the critics point out,
while President Clinton spent
hours last week listening to the
governors' concerns and recom-
mendations, he alone does not

have the authority to grant many
of the changes they seek.

However, others argue that be-
cause health care is delivered 10-
cally, it makes sense to allow the
states to take an active part in
health care system reform.

While the nation's governors
have waited years for the federal
government to act on health care,
they are now asking President
Clinton to let them move ahead
with health care system reform.

The governors' policy says

Aetna boosts loss

states "should be encouraged to
move ahead in advance of full
implementation of national re-
forms and should be given the
tools necessary to be successful”
in their own efforts to control
health care costs and expand ac-
cess to services.

The policy, officially adopted
by the NGA on Tuesday, sup-
ports "a managed competition
approach to health reform that
includes state-organized pur-

Continued on page 4

reserves

Travelers to take charge tied to real estate investments

By DAVE LENCKUS

HARTFORD, Conn.-The $80
million that Aetna Life & Ca-

sualty Co. is adding to its en-
vironmental loss reserves in 1992
is raising some eyebrows among
insurer analysts.

Analysts also were surprised
Aetna indicated it will

strengthen reserves for casualty

business not releated to pollution
and asbestos risks.

Meanwhile, Travelers Corp.

Large employers eagerly greet new comp law

last week announced it would
add $735 million to its mortgage
loan and real estate reserves as it
steps up its efforts to shed fore-
closed real estate investments.

In a special announcement last
Tuesday, about a week before it
is scheduled to release its 1992
earnings, Aetna said it would re-
port a fourth-quarter aftertax
loss from continuing operations
of $155 million to $165 million. It

said the loss is largely due to the
addition to environmental liabil-

ity loss reserves and a not-so-
surprising $100 million addition
to asbestos loss reserves.

The additions come on top of
another $115 million of reserve
additions throughout 1992, an
Aetna spokesman said. He could
not say how the $115 million was
allocated.

Insurer stock analysts had ex-
pected Aetna to report $100 mil-
lion in earnings for the fourth
quarter when the insurer re-

Continued on page 23

Texas firms seek to self.insure

By MICHAEL BRADFORD

AUSTIN, Texas-Large Texas
employers are taking advantage

of a new law that allows them for
the first time to self-insure their
workers compensation expo-
sures.

State regulators have received
about two dozen completed ap-

plications from private employ-

ers since the law became effec-
tive Jamn. 1. Hundreds of

additional employers have re-

quested applications.

The self-insurance regulations,
contained in the sweeping 1989
workers compensation insurance
reform law (BIl, Dec. 18, 1989),
bring Texas into the fold of 47
other states that allow private
employers to self-fund the expo-
sure. Only Wyoming and North
Dakota still do not allow the
practice.

Despite the interest employers
have shown in Texas' law, there

are some concerns with the

Muni bond insurers

Clinton emphasis
on infrastructure

may boost market
By JUDY GREENWALD

The Clinton administration is
likely to give municipal bonds-
and indirectly municipal bond

insurance-a psychological, if
not an actual boost.

Inside

V PacifiCare Health Systems Inc., a California-based

A clarion call for infrastruc-
ture repair rang throughout Bill
Clinton's campaign, with a fig-
ure of $20 billion in needed in-
frastructure spending frequently
mentioned.

In addition, the possibility of
higher federal income taxes
could make municipal bonds a
more attractive instrument to in-
vestors seeking tax relief.

Many things are said during a
campaign, but after an election

preferred provider organization, is building a child care

center for employees' children. PAGE 6

4 The administration's health care task force must con-

sider all reform options and solicit employers' views, this

week's editorial says. PAGE 8

+ Control and communication are crucial to operating a
risk management program in a foreign location, an expert
told attendees at a conference sponsored by the Atlanta

chapter of RIMS. PAGE 10

.0 Lloyds members have new stop-loss coverage op-

tions PAGE 17

i=,0 An environmental activist group says property insur-
ers must do more to help save the planet from global

warming. PAGE 17

Advertiser index

Departments

legislation.

For example, the law requires
employers to use an outside con-
tractor to administer claims.

That requirement forces em-
ployers to "throw the employee
into the hands of a stranger,”
said Douglas Stevenson, the Chi-

cago-based executive director of
the National Council of Self-In-

High thresholds for determin-
ing eligibility and a hefty secu-
Continued on page 16

optimistic

"many of those things go by the
wayside," observed Michael J.
Djordjevich, president and chief
executive officer of Capital
Guaranty Insurance Co. in San
Francisco.

However, he added, "President
Clinton would have a much bet-
ter understanding about the dif-
ficulties in municipal finance
and the need for improvement in
the infrastructure than, let's say,

Continued on page 16
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The hquidator charges that Victor
Borcherds, right, channeled insurer
money to the Provo Excels,or Hotel.

Utah seeks millions

from former owner

of failed insurer

By DOUGLAS McLEOD

SALT LAKE CITY-The liquidator of Southern American In-
surance Co. is trying to recover millions of dollars in assets it
says were improperly channeled into resort developments con-
trolled by former owner Victor Borcherds.

The liquidator charges in a lawsuit that Mr. Borcherds, his
wife and other Southern American officers used the insurer's
assets for their own benefit and to support the Borcherds' other
businesses, including a hotel, water slide park, golf course and
ski resort.

A Utah judge last week appointed a receiver for the hotel, a
move a Utah Insurance Department official says is the first step
in the department's effort to foreclose on the property.

Meanwhile, an affidavit filed by a liquidation auditor details
a number of questionable transactions at Southern American in
the four years after Mr. Borcherds acquired it in 1988 from
The Crump Cos. Inc., a unit of Sedgwick Group P.L.C.

The insurer-which has been notified of billions of dollars in
potential claims by Fortune 500 policyholders-entered volun-
tary liquidation in Utah last year (Bl, March 30, 1992).

Along with details of Southern American's loans to the Bor-
cherds' resort developments-more than $3.2 million of which
the insurer later wrote off-the affidavit alleges that:

« Mr. Borcherds and his wife, Suzanne K. Borcherds, received
millions of dollars in compensation and dividends from a
Southern American "shareholder advance" account between
1988 and 1992. The insurer also paid for a number of their
personal expenses, including Mr. Borcherds' Rolls Royce and
Ms. Borcherds' Mercedes-Benz.

» Southern American officials ignored a recommendation by
a claims adjuster that the insurer establish a $17 million reserve
to cover asbestos claims by Owens-Corning Fiberglas Corp., a
Crump brokerage client insured by Southern American from
1979 to 1982.

» Southern American held off its insolvency for five months
Continued on page 21

ATRA talks

reform

Rule requiring loser State chief justices
to pay all legal costs express an interest

may not work in U.S.
By MARK A. HOFMANN

WASHINGTON-The so-called "English rule”
that requires the loser in a lawsuit to pay the win-
ner's legal fees wouldn't translate well int-) U.S.
jurisprudence, tort reform advocates say.

Differences in the legal systems and in custom
make the application of the rule to U.S. civi-L cases
undesirable, generally agreed a panel of legal ex-
perts during a symposium spon-
sored by the American Tort Re-
form Assn. in Washington last
week.

ATRA is a coalition of business,
government and non-profit groups
advocating changes in the civil justice system.
Some-but by no means all-tort reform adz-ocates
promote the English rule as a means of discourag-
ing frivolous lawsuits.

"Some members thought it was downright silly,"
while others enthusiastically support application of
the English rule and still others think its adoption
would be dangerous and could backfire, summed up
Martin F. Connor, president of Washington-based
ATRA.

The English rule "has strong initial appeal to
many people on fairness grounds," said Thomas
D. Rowe Jr., a professor at Duke University School
of Law in Durham, N.C.

The rule helps protect defendants from ground-
less suits because would-be plaintiffs don't want to
be hit with the costs of the defense, he said. Con-

versely, the rule encourages the filing of strong

in bifurcated trials

By MARK A. HOFMANN

WASHINGTON-The nation's top judicial offi-
cers are more receptive than ever to change in
punitive damage laws, says the president of the
American Tort Reform Assn.

Martin F. Connor said he discovered this recepti-
veness after addressing a meeting of the Conference
of State Chief Justices in Williamsburg, VVa., late

last month.
Mr. Connor made his report
during ATRA's annual meeting in
Washington last w6ek. The lobby-
ing group is a Washington-based
coalition of businesses, associa-
tions and nonprofit groups promoting changes in
the civil justice system.

Many of the state supreme court chiefs were sur-
prisingly agreeable to the bifurcation of civil trials,
he said. A handful of states currently allow the
practice.

In bifurcated trials, a jury determines a defen-

dant's liability and awards compensatory damages
in one proceeding and then determines punitive
damages separately. This excludes potentially prej-
udicial evidence that might be relevant to deter-
mining punitive damages, such as a defendant's
wealth, from the first phase of the trial.
Business groups have long favored bifurcation.
Mr. Connor found the chief justices wiirm to the
idea, and said adoption of the system could be a
"slam dunk"” in many states.

Another ATRA proposal to reduce punitive dam-

Continued on page 12

Continued on page 12

Managed competition
may not mean savings

By JERRY GEISEL

WASHINGTON-Overhauling
the health care delivery system
through managed competition,
an approach favored by the Clin-
ton administration, will not pro-
duce any short-term savings, the
director of the Congressional
Budget Office says.

In fact, health care costs ini-
tially would actually increase
under managed competition as
more people would become co-
vered under health insurance
plans, CBO Director Robert
Reischauer told a House panel.

AfteF several years, costs
would be roughly the same as the
current system. he said. While
more people will have coverage,
they increasingly wilt be in man-
aged care programs, which cost
10% to 15% less than traditional
fee-for-s
plained

ervice plans, he ex-

"After a number of years, these
savings could offset the in-
creased cost resulting from ex-
tending access to those who cur-
rently lack access," Mr.

Reischauer told the House

Ways and Means Health subcom-
mittee last week.

For example, he said. about 15
million of the 36.3 million people
currently without health insur-
ance would receive coverage
under a managed competition
bill introduced by Rep. Jim Coo-
per, D-Tenn.

Rep. Cooper's proposal, among
other things, would pay for cov-
erage for the very poor and sub-
sidize premiums for those with
incomes between 100% and 200%
of the federal poverty level.

"We are getting something
(more people receiving health
care coverage) for no more" than

Continued on page 6

Aviation rates lifting off

Renewal quotes
to include large
premium jumps

By GAVIN SOUTER

LONDON-The world's major
airlines should expect higher
aviation insurance rates this
year, underwriters and brokers
agree.

The moderate increases
charged in the last quarter of
1992 were a respite in a hard-
ening aviation insurance market,
they say.

Underwriters are keen to re-
turn to the large rate increases
charged in 1991 and that they
hope will cause total airline pre-
miums eventually to pass the $1
billion mark.

However, insurers will con-
tinue to spread the increases they

think are necessary over several
years rather than attempt to
force through one huge hike this
year and risk attracting "inno-
cent" capacity-or underwriters
that do not really understand
aviation risks-into the market.
That extra capacity could, ironi-
cally, help drive down rates.

"I'm sure that everybody will
pay more for their coverage in
1993," summed up one broker.

Already this year, USAIr
Group Inc. reportedly has paid
more than a 100% rate increase
for some of its coverage.

Last year, USA.Iir paid premi-
ums of about $31.5 million for
a portion of its coverage placed
in the London market. This year
the same coverage was renewed
for premiums of $70 million, bro-
kers say.

USAIr changed its London
broker and leading underwriter
this year. Previously, the risk
was placed by Alexander How-

Gaining altitude, again

Aviation losses climbed for the second consecutive year in 1992.

den Ltd. and was led in London

by Lloyd's of London syndicate

Total (in millions) sS ji't ,, , >r,

= 1 s OO —

48, managed by Methuen
(Lloyd's Underwriting Agents)
Ltd., better known as the Aer-

iel syndicate. 1200
This year, USA.ir's hull and li-
ability coverage was placed by 1000
Sedgwick Group P.L.C. and was
led by British Aviation Insurance
Group Ltd., sources say. USAir's 800
hull war risk coverage continues
to be placed by Howden, sources
saéfﬁcials at USAIr could not be 600
reached.
Another airline that received
400

rate increases at the Feb. 1 re-
newal was Emery Air Freight,
whose rates for hull and liability
coverage increased more than
80%, sources say.

AN Emery spokesman con-
firmed that the carrier's rates
had increased.

Viacao Aerea Sao Paulo S . A. in

Continued on page 20
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Governors NGA also favors taxing workers Henry Saveth a principal in the include the current self-insured directly by levying a tax on em-

on employer-provided health New York office of A Foster market in their state design," the ployer plans to pay foi what ap-
Ceontinued from page 2 benefits that exceed the federal Higgins & Co Inc NGA policy says o pears to be unlimited health
chasing cooperatives and a cole standard package And, Mr Saveth noted, taxing "The exact implications of the insurance mandates,” Mr
package of benefits " The NGA ISgthe third major employees on health benefits IS meaning of that statement aren't Ugoretz said

The governors want the federal lobbying group to endorse taxing unfair because the cost of those yet clear,” Mr Saveth noted "The proposal flies in the face
overnment to develop a "core workers for health coverage that benefits varies nationwide utit's a mattel of great con- of the principles the Clinton ad-
enefits package" and minimum exceeds an "essential™ level The "Nobody escapes the nick of cern to multistate emPoners who ministration has been citing,"
standards for regulating health Health Insurance Assn of the blade on this one," said Mr desire to have a single health including cost control and uni-
insurance But they also want the America and the Assn of Private Saveth plan And, It would raise admin- foim national health system re-
ability to exceed the federal ben- Pension & Welfare Plans also The Congressional Budget Of- istrative costs for employers that foim, he pointed out "They say

efits package and insurance favoi taxing health benefits (BI, flee, though, -las estimated that would have to meet different they endorse managpd competi-
standards The states also want Dec 21,1992, Dec 7,1992) adding all employer-paid health state requirements " tion, but all they have done IS

to apply their own variatiom to The NGA pioposal would run care benefits to employees' tax- The. governors "war'1t to be a.ble taken their olfi demands-which
"non-tr aditional insurance up employers' and employees' able income would generate to tax self-insured plans in order include requesting more money
mechanisms" like multiple em- tax burden by billions of dollars $39 8 billion In federal revenues to finance their health reform to pay for expensive state man-
ployee welfare arrangements and and leave employeis grappling in 1992 Those revenues would plans," charﬂqed Maik Ugoretz, dates-and wrapped a ribbon of
other employer plans currently with ma]Jor administrative prob- increase steadily to $96 3 billion president of the ERISA Industry managed competition around

governed by the Employee Re- lems by 2000 Committee, a Washington-based them
tirement Income Security Act Also, limiting the deduction For some employers, perhaps lobbying group In order to meet the governors
In addition, the NGA recom- that private employers can take the most vering aspect of the States already have all the demands, Congress would need

mends amending the federal tax for health insuranice Costs is un- governors' prcposal is their wish authority they need to pay for to amend the section of ERISA
code so tnat employers would not fair because it "misses a whole to require self-insured employers health réform by asking their the pre-empts state regulation of
receive a tax deduction for bene- segment of the economy"- to adhere to whatever health re- state legislatures to raise taxes employee benefit plans That, b

fits provided in excess of the namely tax-exempt organiza- form schemes the states create But what they are trying to do IS all counts would be "a hard-
standard federal package The tons and government plans, said "States must nave the ability to tax employers and employees in- fglg%rétdchange," Mi Saveth ex-

But, "There already aie a num-
ber of aspects of ERISA on the
legislative agenda,” he noted, in-
cluding whether self-insured em-

S'ZA ployers can limit health care
Fs benefits for specific conditions
like acquired immune deficiency

syndrome (BIl, Nov 16, 1992)
. e Other observers say the meet-
eN-i"k, ing between the governors and
) Pi esident Clinton is a step in the

A r.J. P right direction

f it ) "A veiy positive atmosphere IS
: being created,’' said Jim Stutz,
executive director of the St

24

F ' " 1lix $s f.1. Louis Area Business Health Co-

alition "Clinton is interested in
letting the states have a key role
in implementing any health care
reform and that makes sense be-
#7*43, cause health care 19 a local
it — .1 158SUe"
"It's cleai that because health
'L
care is purchased on a local
1 |1|1 basis, states need the flexibility
! to deal with itt," agreed Chip
Keiby, a principal in the Wash-
ington office of William M
_ - Mercer Inc "But you have to rec-
I l oncile local intelests with level

playing field interests "

Risk-based rules

debut in Texas

AUSTIN, Texas-Texas ex-
pects to be the first state to use
risk-based capital standards for
property/casualty insurers

The standards, which are set to
take effect June 30, precede
standards being developed by the
National Assn of Insurance
Commissioners

Three ratios will be used to
evaluate whether stock com-
panies in Texas have adequate
capital Non-stock companies
aze not coveled by the lules

The "key ratio" is a measure of
net premiums plus total liabili-
ties to surplus, explained David
A Eley, special proJects director at

the Texas Department of Insur-

Two other ratios measure risk
related to reinsurance ceded to
non-affiliates and investment
risk related to "risky invest-
ments” like stocks and non-in-
vestment-grade bonds

The ratios are then used to de-
termine minimum capital stan-
dards for the state's inSurers

o = The Texas Board of Insurance,
- which developed the standards,

will review the NAIC standards

when they are complete, said Mr

Eley "They will make the deci-

sion if they want to change to
those standards

The Texas standards were de-
veloped with input from insur-
ers, said Mr Eley

-By Mike B'radford
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For years, Wausau has been one of a handful of insurers capable of  vide consistent, high-quality service to your multiple locations. And
engineering, underwriting and servicing Highly Protected Risks (HPR) Wausau has an A+ A.M. Best rating.

and Property Special Risk programs. There should be no doubt that Wausau intends to be the premier
Now we have a determination to do it better than anyone else. We've business property insurer.

formed a special division to service property coverages for large businesses. For more information about Wausau's HPR/Property Special Risk
HPIUProperty Special Risk underwriters are located in offices around Division contact Paul Enos, senior vice president, (715) 842-6248, or

the country ready to focus energy and resources on programs like: your local Wausau Insurance office.

» Primary and excess layers,

wFiekal eeverages. and . WAUSALJ
Some things haven't changed. Wausau has high capacity to handle . ‘F__Ij"_(('l(!\l S U RAN C E
thrr!

accounts of all sizes. Wausau can coordinate national accounts to pro-

Wausau Insurance Companies, 2000 Westwood Drive,Wausau, Wisconsin 54401 Telephone (715) 845-5211 A Member of the Nationwide® Group
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PPO to open employee child care center

. . The surv als d fhat
CYPRESS, Calif -PacifiCare _ fants and youngsters up to 2 \Nork/family benefits many ofgaiiZafioAs=38¥5-offer
Health Systems Inc IS building a Benefit Beal years old, and three classrooms e most prevalent work and employees family sick days, a
new child care center for its em- for 3 and 4.year :

lavoos i o _ B In addition, tﬂgscenter, which family benefits allow employees limited number of days off for
PYFEdfe YRe TSt tohioraté- PacifiCare employs 1,600 people i k j

" dreTRETHSI LB PacifCare emplo Lg.oRepaLlateuss Ao ae e fomayes clable medicl negls

L WRrsAsiaple Iiedl
Orange Countv.” said Terr Offering a corporate child care 111 children ”eé" S”rveé’go/ f 450 izati Oﬁ”r fléxible SCEe UItI g'tSl:_tCh az
Hartsﬁorn, .es%/deﬂthane chiéf center js in keeping with .T’a]pifi- Consulting on the prolect has ome 00 organizations aflowing worxers fo start an
Bxecu Ve Cf icar of the Cyprass- tare s |magﬁ aﬁgavf’ mily- r(lje (gjy ?en promgd b Burt{d & Asso- gur\f(e&ed by NeY\l \(ork-bas%d Ieﬁl]ve w% at t\mes otpegthan
ased health maintenan or%ai_cor’pm@/, r Hartshory) added clates, a child cafe center g%SI%n uck Consultants [nc sajd they the traditional gam -10-5 pm
nization Other corporate child The , Which has otfered and management firm based In Ngye 2 patemnity,leavepolicy, SChedulEority of those surveyed-
care facilities in the reg

ion have child care assistance and family Pas ; o/ _ ;
been independently owned and leave to ItS employees for several ﬂﬂ’ﬂiﬁerator for the center has ployees unpaid general leaves of 60%-offer employees a flexible

! P bsence And, 55% of respon- spending account Tor dependent
ted, he said years, was named by "Working not selected a ; :

opgrated, hesaid Mpiher! masagige n 1992 s one YFhASFASSIBHERL center have dents said they offer employees care expenses, according to the
tion In October, will cost ap- of America’s

est companies not yet been determined, Pacifi- unpaid, parental ot family 16aye suRYmost common reason cited

. e - Pplov-

proximately $2 5 million to for werif@BargDkhtually plans to ees for “slightly under the mar- family benefits offering em- by employers for implementi
located pear the company's seek accreditation far the center ket rate,Mr Hartshorn sai p%yegs t%e Opg'ono bermanaen WorE axg %mllymgnerﬂg 'Sn[g

Eeypress offices, oughn On- frof the Natiohal ACademy of PaciiCare also wﬂPcon‘finue art-time work, offered by 56% remain,competitive.Other. figs

ey comoced he cater o o T T S0 PSR Ran o ampyes rtin mas rd v

will accommonate Upto T50"ehit" e Education o%?oung?) lldren chci)ﬁnc s to help pa for the &6t of IS-haing greater fAexhiite And.critment eforsyork & Family

hfileve this goal. the center Pac

dren of PacifiCare employees be- (BW ifiCare self-insures ItS John Haslinger, Buck's director A Survey of Employer Prac-

tween 6 weeks old and 5 years —yill feafyre mnovat%/e educa- group hea|t care p?an, Which | ofJ flexible bgngﬁt services In Se- tices," 1% gyaila%leptjory §75 from
ﬁ%mﬂCared cided to build tl}e %Jonamgd recreahogal&ro%amfgpbo ided thrii?h .I‘S HMO, caucys Pl J &fb% j;x erledmi, C%olee I\Frg'%,glangg@rﬁf Il\/lar-

chia care cen erin responseo 0 T0r chiaren, accoraing 1o wir w 8 aﬁ,vge@; e?” Qgtggr -I’V}(r?a\{% gm : iI . t% gl’ ?g mgz B ‘§L§ § HCJ,

the needs of its employees, 75% Hartshorn plans that are being infroduced 07096-1533, 201-902-2555

of whom are women of child- The 31,000-square-foot center Dec 18, 1992) . # ‘By Deborah Shatow:tz

bearing age, Mr Hartshorn said will have two classrooms for in- -By Joanne Wo,cik by employers

Health care cost study Gooda Walker syndicates |
ST costs, Mr h thzlatth Woluld h'?'\ﬁe to be ﬁffe,red by ti9\r/1v irr]1 its ri]nitial cost estimatt)es o S<3§n8nuedlfr°fm Pige T ; k'v';mbers Tr\]’erg“g"y W'.'l'l.be

the current systerm costs, Mr health Rla0S 108 HuLd 8GR nver e St care APt o o et L ST RS bR 3ok g pay I s niion
But the conclusions reached by from the accountable health savings over a long term," he resMIts

6'8nCBO'the rese embers agents are still tally- pound loss estimate through

gress-prasant the Clinton Unider Rep Cooper's proposal, Rep Thomas also said certain ing claims, and individual syndi- 1990 andthe 5983 million
administration with a dilemma an employer could select an ac- CBO assumptions are open to cateTigures have not {et been poungds; already,calledion pound
toﬁ key promise President Clin- countablé health plan that was challenae For example, he ques- collegted by Otggsrrgj%lé% s, though, ($59 1 million) cash call was due

was 16 produce AR DASS Ben85§/hae E)%Waﬁ)tly(/j c()errdgllﬁtg'tsvc\)’ & 1o 3he Mardare bae%se‘fﬁ’ﬁé'& sag the the 1990 loss won't reach Fely 1, hut It Aas;, heen deferred

of legislation establishing a uni- employer could only take the tax age offered by a ccountable 2 bylion poun Lo
versag| health care program g dedBctl%n it would ha)(/e been en- heaﬂh plans will ge comprehen- 130 M2%Sune announced a m the interim report

: : : . : record loss of 2.06 billion pounds If the syndicates run out of
a ;'&?aﬁo?,cobrzﬁgdd%flfggegg,sg?ﬂ,tt'ge(?etdou‘évt'itgntEzgggf,%eﬂspf& SlveéamﬁretE@bsgiﬁtraﬁeischauer ($3 85 billion at applicable ex- cash to pay claims, the remaining
task force headed by his wife, tual higher costs said several factors make such an change rates) for the 1989 under- 285 million pounds ($416 1 mil-

E : . . 3 _ . _ i B1, June 29, 1992) lion) would have to be called as
Hglt? %’ré’\ll](t)rr]]l?BPEe%aY flfljtr}ﬁogé Slﬁ{fn];%rr]g ?f?aﬁnw!&%rgm?sasrhjﬁg,t'ﬁgté %E%rl]aatalr%s': Ave re: rég]ongmlker syndicates' 1989 early as July, confirmed Mr
another campalgn promise is to ployees-would not have to join pea

_ ) edlly added new benefits that losses accounted for nearly one- Raagdall,
substantially reduce the federal thé purchasing cooperatives commercial insurers must offer qua
budget defici

of Lloyd's lo . o
" Those companies could receive a in benefit plans sold to employ- h eanw%{e, féV%?/\%ﬁuiosses ;?” Walkfer Sy[‘d'céates p"'lzna”'y
According to the CBO figures, full deduction if their plans are ers gnd individuals, he sai the seven Gooda Walker syndi- stem from London market ex-

it would 88Pear impossible-at ¢ rtifiled as aati untabke tion, as’ a society, "We cates now are likely to top 1 cess-of-loss reinsurance business
east un a managed competl-

alth e . . T e
ans an 0st 0 ?htfeu]glan h?ve a dlffl%lm time in this billion pouRds $1 46 billion aé and m mt%ers' stﬂp-loss cover-
tian approach-to do both .. does not exceed the cost 0 country saying that certain effi- current'exchange rates), accord- age, which were the syndicates
Undér manage8 competition, least expensive accountable cacious treatments should not be mgsto an interim reRort from the spegialties .
individuals, as well as small and health plan in their region covered This IS a society with nosyndicates' current manager, 0SS on the still-open 1989
midsize employers, would be or- YRES oS VARAE0ns of brakes” on those seeking treat- G W Run-Off Ltd _account has increased by 142
ganized into giant purchasing managed competition, employees ment, Mr. Rejschauer said The report says the 3,500 million pounds ($207 3 million)
cooperatives in each state These would be taxed if they selected a urning’to a broader issue, Mr Gooda Walker members face from last year's estimate to 633 3
perat A Y Reischauer said for those with 923 9 million pounds ($ 136 million pounds ($924 6 million),
cooperatives would contract for hlghgcost health Bare pl?n[‘h . a . ! :
health insyrance from se-called ome members 'of the Ways good health insurance, the billion) in losses through 1990, according to G W Run-Off This
accountable health pfans that and Means Subcommittee ex- nited States offers immediate which include still-open 1989 ingludes additional provisions
would have to meet certain stan- pressed frustration with the acgess O}(guh Qta;/re]dagggsC% gg ér;e ACCPNAtS ses not Include antici- Hurricane Hu 90 and the Euro-
dards set bﬁ/ a patignal board CBQ's methodolo - p . | )
modeled after the Securities and For examp e,%’ep_Wllllam from an array of providers " The pated losses for 1991, the syndi- peag wmdstorms fimat
e homas, R-Calif, said the CBO trouble with the system IS that It cates' last year of operation, but € preliminary loss estimates
E an e{:omml sion € a
“The national board would set should have included long-term is unaffordablé over the lopg those losses are exp&cted fo.be for the 1990 vear of account,
the standard benefits package savings from managed competi- run, he added To share y:;s O O P 1 00 million bounds ($77 4
Taken as a whole, losses are million)
"creeping up toward 1 billion The cost to run off the Gooda
pounds," said Ken Randall, man- Walker syndicates total about 6
. . aging director of Randall Insur- million pounds ($8 8 million) per
We re You VVO rk| ng Wltn ance Services Ltd, which is a year, including the payroll for
consultant to G W Run-Off more than 100 employees
. Gooda Walker members to While the syndicates losses are
Any Of These Com pan |eS r) date have been asked to pay cash huge, G W Run-Off last year
- calls totaling 598 3 million collected more than $700 million

pounds ($873 5 million), of which in reinsurance, according to Mr
Al Star Casualty* Amencan Manne & General Insurance Co Ltd + Amencan Southern Belge Co » Amencan Trade Insurance Co Ltd  Amencan 403 million pounds ($5884 mil- Randall

s filed with the Gooda

Transportation insurance Co Ltd + American & Southern Insurance Co + Anchorage FE & CasualtyAtlanttc & Pactfic international Assunxice Co lion) has been paid Gooda Walker's specialist
Ltd + Canbbean Protmve Excess Inmirance Co Ltd + Dual Plus Insurance Freedom Insurance Co Ltd * Mabuse Insurance of Uruguay * MacOregor General Of the 195 million pounds stop-loss syndicate 387 also re-
Insurance Co + Northern Commercial Fire & General Insurance Co Ltd + Oakwood Reinsurance Co Ltd  Ohm Casualty Group + Old American Insurance ($284 7 million) outstanding, covered about 1 million pounds
Co Ltd + Overseas Depostt Insurance Co + Provident Capital + Southem Commercial & General Insurance Co + Tiberian Insurance Co Ltd » Trelawney well over half is expected to be ($1 46 million) from a settlement

Insurances Ltd + Untted States & Continental Reinsurance Co « West Pomt Insurance Co + West Arrow Insurance of Uruguay « W, Imington Rre & Manne
Insurance Co Ltd « Wilmington Naional Assurance Co , Ltd

paid by Lloyd's Central Fund in of litigation between 987 mem-
the next few weeks because bers of syndicate 317/661 man-
Gooda Walker members do not aged by RHM Outhwaite Un-
have the funds and have applied derwriting Agencies Ltd and 81

to Lloyd's hardship committee members agencies (Bl, Feb 17,
. for assistance, according to Mr 1992)
We Can help The H f Lord led that
Call us and find out how we can help you place any and all of your business. A minority of Gooda Walker members' stop-loss underwriters
Call AAPC 1-800-737-0082 ext. 342, 366, 354, 370 or 372 DTS TS eI ing to Py D A D e etae

The cash calls keep coming, had already paid policyholders

however for Outhwalte losses



Environmental insurance.
Nobody covers the field like ECS

and Reliance Natlonal

Since 1979 —when ECS Underwriting practically pioneered the concept of environmental insurance— new laws, standards, and
areas of exposure have been cropping up everywhere.

That's why, through the years, we've innovated new programs that cover almost every corner of environmental activity and
almost every kind of company. Today, ECS Underwriting and Reliance National have the most comprehensive environmental
insurance coverages available, with programs that protect transporters.. . treatment, storage, and disposal facilities. . .companies that
generate hazardous waste. .. clean-up contractors. ..environmental consultants and engineers. .. environmental labs ... chemical
distributors... . real estate deve|oper5...and financial lenders. in fact, our programs offer protection to almost any company with an
environmental exposure. So no matter how you grow or diversify, and no matter how regulations continue to change, ECS
Underwriting and Reliance National can cover your company's insurance needs.

And ECS Underwriting backs each program with the strongest customer service in the industry. Your phone calls are answered
by people who know you and your needs, who keep you covered and in compliance, who handle all your applications, filings and
other pdperwork promptly and expertly.

Soif you're exploring the possibilities of environmental coverage, survey the field. Then come strdlght back and talk to the people
at ECS. The one source that ta|r§:s environmental insurance as serlou=|y as you do.

ECS Underwriting One East Uwchlan Avenue, Suite 300, Exton, PA, 19341, O call (800) ECS-1414 (In PA (215) 269-6731). FAX (215) 524-5354.
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Opinions

The long and

RESIDENT CLINTON by now realizes that he

has a long road to travel before he can fulfill
his campaign promise to guarantee universal ac-
cess to health care while at the same time corral-
ling rising costs.

However, the president definitely has started
down the road: By naming Hillary Rodham Clinton
to head the task force that will design the adminis-
tration's health care reform package, Mr. Clinton
made the strongest possible commitment to health
care reform. If his plan fails-either politically or
in practice-he will not be able to shift the blame
as he could if a Cabinet secretary or some other
official were heading the effort.

While there will be immense political bickering
once the administration's health care reform takes
shape, the task force for the next three months
must put politics behind it and make bold deci-
sions if it has any hope of fulfilling the president's
promises. Mr. Clinton reportedly was angered
when his advisers told him last month that it may
be impossible to widen access while holding down
costs. That may be why he selected Ms. Clinton to
head the task force.

While the administration's proposal likely will
be based on managed competition, that health care
model is coming under questioning. A federally
funded study released last month said that some
type of state regulation will be necessary for man-
aged competition to be workable, especially in
rural areas (BI, Feb. 1). And, managed competition
likely will not produce any short-term health care
cost savings, the head of the Congressional Budget

winding road

---41111111*1 -

1 EI.:BAYMN -

4'ittlarred--
503"Jess 'Hstle#(€ (5411
.THE COLD CALL-

Office said last week (see story, page 3).

In short, the administration task force must start
with a clean slate and consider all alternatives to
health care reforms, not just managed competition.
And, while they are plotting the administration’'s
health care course, Ms. Clinton and other task
force members should be sure to ask for input from
employers, which pay the bulk of the health care
bills for more than half of the population.

The task force must for now deliberate behind

closed doors, but it should not work in a vacuum.
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Letters

Close loopholes on defined benefit abuse

To the editor: It appears that the
suggestion in a letter from Murray P.
Hayutin in your Jan. 11 issue may be
appropriate: Make defined benefit
plans illegal. It is apparent that the
funding for defined benefit plans is
being abused, and guess who is ulti-
mately going to pay for this financial
mess-the taxpayer.

If the federal government has been
unable to monitor the problem of
proper funding of defined benefit plans
with the supposed reporting in 5500
forms by now, then it is never, ever,

going to be able to do so. And as long
as corporations think they can get
away with underfunding defined bene-
fit plans, hoping the government wiill
bail them out, the problem isn't going
to go away.

Thus, Murray P. Hayutin is right!
Make this type of pension plan illegal.
Maybe we should freeze all current de-
fined pension benefit plans at current
levels, whether they are appropriately
funded or not, and only allow plans
such as defined contribution, profit-
sharing, 401(k) and simplified em-

Older players are ones resorting to

To the editor: | read with interest
the article, "Medical Stop-loss Insur-
ance Market Eases," in the Jan. 25
issue. Of particular interest were the
remarks attributed to Robert Olsen re-
garding the "predatory pricing"” of
newer players to the stop-loss reinsur-
ance ranks.

The practice of new players trying to
buy their way into the market has been
a problem in the stop-loss industry for
years. The recent practice of some
older, larger, well-established players
resorting to a strategy of "predatory
pricing"” is the new phenomenon.

It appears that some people are con-

Business Insurance welcomes let-
ters from its readers. Please keep
your comments as brief as possi-
ble. We reserve the right to edit
letters for clarity or space. We witt
not publish unsigned letters. Send
your comments to Letters to the
Editor, Business Insurance, 740 N.
Rush St., Chicago, ILL, 60611-2590.

vinced that this is the year that the
trend of an ever-increasing number of
players will be reversed, and have set a
corporate strategy of "predatory pric-
ing" designed to gobble up market
share and thin out the overall ranks of

players.

ployee pension plans. As these plans do
not require that they be funded beyond
the amount actually contributed, we
would no longer have the problem of
underfunding defined benefit plans
and wondering who is ultimately going
to pay for them.

As long as some corporations think
they can take advantage of a tax loop-
hole, they will do so. The answer is to
close the loopholes.

Richard P. Duffy
Duffy Associates
Ridgefield, Conn.

predatory pricing

This, as much as the practices of any
new players, has led to the situation,
which causes Mr. Olsen to observe that
"the competition is irrational” and
worse than in prior years.

Peter Sawyer
Windsor, Conn.

Legal profession admits it
functions on its own planet

To the editor: A Dec. 14, 1992, article
by Douglas MelLeod on an appeals
court discarding Manville Corp.'s as-
bestos payout plan, "Manville Payout
Plan Back to Square One," says in
part:

"U.S. District Judge Jack B. Wein-
stein noted the appeals panel had de-
clared the restructuring 'unacceptable
in the legal world, even if workable in
the real world. , "

At last! The secret is out-and from
the legal profession itself-there are
two worlds: the "legal” world and the

"real”™ world.

Once the rest of us can grasp this
concept, we can then appreciate why
lawyers are so troubling.

They are really aliens from another

world-a world completely separated
from ours with its own environment

and laws.

This is why "common law" and
"common sense" are so often poles
apart.

Douglas Warne
Insurance Consultant

Kailua, Hawaii

Deborah D. Neale /Chicagol
Kathryn Premetz /New YorkJ
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Communication, control

are crucial to managing
risks of overseas units

By MICHAEL BRADFORD

ATLANTA-Staffing and
training risk management per-
sonnel for newly acquired or ex-

panded over-
" ' seas operations
46’ Tﬁéfgé}ﬁf‘oan be a pains-
taking process
for U.S. com-

panies.

o B ut that

‘44/ZED doesn't mean

risk managers

have to "reinvent the wheel,”

said Eugene R. Schoenleber, in-

ternational risk manager with

United Parcel Service of America
Inc. in Atlanta.

"All you need to do is look
within your own organization
and see what you've got," he told
risk managers at the 10th Annual
Educational Conference earlier
this month sponsored by the At-
lanta chapter of the Risk & In-
surance Management Society
Inc.

"That's really the first step:
See what you've got in-house
that can be modified and then
export it overseas,"” Mr. Schoen-
leber said.

UPS, which began its interna-
tional expansion in 1976 in Ger-
many, continues to export and
modify its successful risk man-
agement procedures for locations
in 180 countries, he noted.

A problem that LAS. companies
will find is that many overseas
operations lack personnel who
have risk management experi-
ence, Mr. Schoenleber said.

UPS has had to go through a
"lengthy education process" to
train risk management personnel
in some countries, he said,
stressing that the education is
necessary because an overseas
risk management program can-
not be run entirely from a com-
pany' s U.S. headquarters.

"I will almost guarantee that if
some of you find yourselves in
the same situation, you're going
to have to depend on other peo-
ple in your organization to get
your job done," Mr. Schoenleber
told risk managers.

That means risk managers
have to visit those foreign sites
and "spend a lot of time educat-
ing people and working with
them. It's going to be a big part
of your job," he said.

Mr. Schoenleber said risk
managers have to "control and
communicate” to operate a vi-
able risk management program
in a foreign location. "If you
can't get this down, you're going
to be in a world of hurt. And it's
extremely difficult, believe me,
when you're dealing with a mul-
tinational environment, to get a
good handle on controlling and
communicating.”

INn order to maintain control of
—and communication with-a
distant risk management pro-
gram, the U.S. risk manager
must take several important
steps, according to Mr. Schoen-
leber, including:

= Determining how interna-
tional insurance policies will be
handled.

« Working on relationships
with personnel in foreign loca-
tions and defining the responsi-
bilities of those involved in in-
ternational risk management.

- Developing loss reporting

procedures and cost allocation
systems.

= Establishing requirements
for reporting to management.

= Developing claims control
procedures.

» Determining staffing levels.

- Making periodic visits to
foreign locations.

"This | can't stress enough,”
he said. "It's absolutely a must.
You have to get out and visit
with your people and the brokers
and insurance people. You just
can't do an effective job sitting
behind your desk."

- Putting together an interna-
tional risk management manual.

"This is in excellent way to
communicate with your field
people,” Mr. Schoenleber said.

In addition to putting together
a workable risk management
program, U.S. companies have to
be careful not to violate local
customs or laws regarding insur-
ance coverage, said Ariel Silva,
assistant vp with broker Johnson
& Higgins of Georgia Inc.

"Many countries overseas have
compulsory insurance require-
ments," and such laws vary by
country, he said.

For example, countries may
require different limits for cov-
erages like automobile insur-
ance, while property insurance is
compulsory in some parts of the
world, according to Mr. Silva.

AnNnd, in most countries outside
the United States, workers com-
pensation insurance is controlled
by the government as a type of
social security arrangement, Mr.
Silva noted.

Risk managers with interna-
tional operations are faced with
the task of purchasing some cov-
erages from local insurers in
countries outside the United
States, as required by law in
those countries.

In addition, companies may
feel pressure in some countries to
act as a "good citizen" and pur-
chase additional insurance from
local underwriters, Mr. Silva
said.

However, he noted that pur-
chasing admitted insurance in
many countries leads to higher
costs, a lack of uniformity among
policies around the world, re-
strictive coverages and a lack of

control over the international in-

surance program by the corpo-
rate office.

Mr. Silva suggested that mul-
tinational risk managers pur-
chase a "controlled master pro-
gram” to eliminate some of the
gaps created when buying ad-

.mitted insurance abroad.

This program allows risk man-
agers to negotiate with one in-
surer to purchase insurance cov-
erages for all operations around
the world, he explained.

And any coverage needs that
can't be met by the local insurer
can be covered by a differences-
in-conditions policy, Mr. Silva

said.

The master contract allows the

risk manager to put together a
single program that is consistent
with the company's risk manage-
ment philosophy while meeting
requirements for purchasing ad-
mitted coverage, he noted.

The discussion was moderated
by Erin MeMillan, analyst-risk
management at Delta Air Lines

Inc. in Atlanta. iii
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English rule

Continued from page 3

suits that involve relatively min-
imal monetary damages because
plaintiffs do not fear that legal
fees will grow too high, he
added.

But the English rule would
also discourage plaintiffs from
filing what may be justified-but
not overwhelmingly strong-
claims for fear that they would
be required to pay huge legal
fees, Mr. Rowe said.

In addition, there's no guaran-
tee that a winner will be able to
collect a cent from the loser, he
noted.

"A lot of things work in En-
gland because of inertia-they've
always had them, but that
doesn't make them good," said
William W. Schwarzer, a senior
U.S, District judge who cur-
rently serves as director of the
Federal Judicial Center in Wash-
ington.

Judge Schwarzer noted that
under English law, very few civil
cases are tried by jury. Such
cases go before judges, who must
follow legal precedent very
strictly in rendering decisions.
As a result, outcomes tend to be
considerably more predictable in
English courts.

Also, public, rather than pri-
vate, legal representation is
much more common in English
civil suits than in the United
States, he pointed out.

Someone who loses a case but
is represented by a public attor-
ney isn't required to pay the
winner's fees, Judge Schwarzer

noted. In practice, only about
65% of the winner's actual fees

are awarded, he said.

Stuart M. Gerson, the acting
U.S. attorney general, said he is
not an "absolute supporter" of
the English rule, even though
tort reform recommendations he
helped draft for the Bush admin-
istration did encourage the use of
the English rule under some cir-

cumstances.

Mr. Gerson served the Bush
administration as assistant at-
torney general in charge of the
civil division and is acting attor-
ney general until President Clin-
ton fills the post.

Mr. Gerson added that there
"might be some areas in which
absolute fee-shifting" would
have positive results, such as in
child support cases.

But the current system isn't
working, either, if the purpose of
litigation is to foster the creation
of a more just society, Mr. Ger-
son said.

"Litigation should, if it works,
do away with itself over time" by
encouraging justice and good be-
havior, Mr. Gerson said. Instead,
the current system is slow,

costly, not a particularly effec-
tive deterrent and random in its

outcome, he said.

Judge Schwarzer called the
current system "dysfunctional,"
saying that by examining the
pluses and minuses of the En-
glish rule, "we are focusing on
symptoms, not causes."

But even with a focus on
symptoms, the English rule re-
mains a "bad rule," he said.

Instead, U.S. jurists might con-
sider adopting another system of
fee-shifting that would encour-
age early settlement of disputes,
said Judge Schwarzer. He em-
phasized that he was speaking
solely as a private citizen and not
as a representative of other
judges.

Under a fee-shifting system,
both defendents and plaintiffs
would be encouraged to settle

disputes throughout the pro-
ceeding. If a party rejected a set-
tlement and subsequently was
awarded less than the offer, that
party could be held liable for
legal costs the other party in-
curred after the settlement was
offered. In no case, however,
could the legal fees awarded ex-
ceed the judgment.

"You can't make any general”
assessment of exactly how such a
system would work because of
non-economic factors, such as
the personalities involved in any
particular case, said Judge
Schwarzer. But the system seems
guaranteed to encourage settle-

ment, particularly in cases where
the litigation costs are dispro-
portionate to the stakes in-
volved.

Fee-shifting as practiced in
most other legal systems "is not a
winner-take-all, | won the pot"
system, said Walter Olson, a se-
nior fellow at the Manhattan In-
stitute for Policy Research and
author of "The Litigation Explo-
sion." But rather the system at-
tempts to apportion the awards
in accordance with the case.

He predicted that "once courts
begin awarding fees in both di-
rections"” in the United States,
the awards will shrink. iii

Bifurcation

Continued from page 3

age awards is raising the stan-
dard of proof for punitive dam-
age claims to "clear and con-
vincing" from "preponderance of
the evidence." This also enjoys
support among chief justices,
though not to the extent that bi-
furcation of trials appears to
enjoy, said Mr. Connor.

But top state jurists seemed to
have little interest in a third
change ATRA backs: capping
punitive damage awards. "The
general reaction is that they
think that caps, whether fixed-

dollar or as a ratio of compensa-
tory awards, was a very simplis-
tic solution"” to a serious and
complex problem, he said.

Continuing to emphasize the
judiciary's role in the punitive
damages debate, tort law expert
Victor E. Schwartz said, "We
need to know what the plaintiffs'
bar has known for decades:" that
law can be made in the courts as
well as in the legislatures.

As an example, Mr. Schwartz,
a partner at Crowell & Moring in
Washington, pointed to Tennes-
see. There the state Supreme
Court set the stage for bifurcated

Continued on next page
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Continued from previous page
trials in punitive damages cases
by ruling that a defendant was
entitled to such a trial rather
than waiting for the legislature
to do so.

Mr. Schwartz also took issue
with legal experts, including Su-
preme Court Justice Antonin
Scalia, who resist limits on puni-
tive damages awards because

such limits weren't imposed by
the drafters of the Constitution.

Mr. Schwartz said that research
into decisions from the late 18th
century shows that punitive
damage awards were extremely
rare and generally were but a

13-D

fraction of the compensatory
awards made.

Both Mr. Schwartz and Mr.
Connor downplayed the influ-
ence that the plaintiffs' bar will
have on the Clinton administra-
lion.

"The trial lawyers have been
very blatant” in their contention
that they elected President Clin-
ton and that they will control his
administration, Mr. Schwartz
said

But the trial bar has tradition-
ally liked to fight one Washing-
ton battle at a time, such as when
lawvers were able to block fed-
eral no-fault automobile insur-

ELEVATION
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'The trial lawyers have been very blatant' in their
contention that they elected President Clinton and
that they will control his administration, notes
Victor Schwartz, who downplays the influence the
plaintiffs’' bar will have on the administration.

ance legislation in the 1970s; he
said.

Now "there are a lot of subma-
rines in the water," he said.
Rather than fighting on one
front, the trial bar may have to
contend simultaneously with

1 01_1 vw

SCALE

Asst. VP for Big Thinking

bills to limit accountants' pro-
fessional liability and the medi-
cal malpractice reform provi-
sions that are likely to appear in
any health care reform bills, he
said.

Mr. Connor also noted that

—_—— <<

Maybe it was something she learned from her father,
a popular New Orleans jazz musician.
Or from having worked in a convent during college,
helping disadvantaged young girls.
Wherever she learned it, Assistant Vice President Eileen
Frank has an uncanny ability to motivate people, and
spur them on to fresh, new thinking.
Ifs a talent she's putting to useas The Home's North-
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reporting to her.

Ifs also a quality highly prized by her clients, which
include contractors, wholesalers, distributors and dozens
of manufacturers.

At The Home, we're concentrating our activities these
days on larger. more comp/ex risks. Indeed, the kind of
risks you find among companies like Eileen's clients.

But obviousl* we couldn't serve demanding clients
like them, without people like Eileen.
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eastern Territorial Manager for Commercial Lines
Casualty. With seven managers and 46 underwriters
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Sen. John Danforth, R-Mo., who
recently announced his decision
not to seek re-election in 1994,
has vowed to revive his federal

punitive damages reform bill,
which was introduced in the last

days of the 102nd Congress and
then died without action.

Mr. Connor said that Sen.
Danforth intends to attach his

bill as an amendment to any
piece of legislation to which it is
germane. The bill would abolish
punitive damages in some federal
cases and replace them with a
system of punitive fines deter-
mined in bifurcated trials.

But ATRA's efforts have by no
means shifted entirely to Wash-
ington, said Diane K. Swenson,
ATRA's executive vp.

"l want to talk about offensive

action and talk about victory,”
Ms. Swenson told an enthusiastic
audience. Although the group
took defensive action to protect
its lobbying victories last year,
the group will push for changes
in a number of states this year.
She cited Mississippi and Texas
in particular. Local tort reform
coalitions that operate indepen-

dently of ATRA are active in
both states. ill
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Pharmaceutical manufacturer
Abbott Laboratories in Abbott

Secondhand smoke

Continued from page 1 Park, lll, is prohibiting smoking
said Dr Jeffrey Harris, director even outdoors on its premises

of Alexander & Alexander Con- At Southern California Edison

sulting Group Inc 's health stra- Co, managers at more than 300
tegies group in San Francisco sites have developed policies
"The problem with smoking concerning outdoor smoking,
rooms is that they still pollute said Mary Ellen Courtright,
the ventilation system,” Dr manager of preventive health at
Harris said the Rosemead, Calif -based util-
Designating special smoking ity
areas or allowing smoking in en- They were encouraged to ban
closed offices can also be per- smoking near ventilation in-
ceived as discriminatory takes, near entrances and exits,
"What about those who don't and in areas visible to the public,
have private offices?" Dr Harris she said
said "That makes it a white-col- Many companies have also de-
lar privilege And they're still signed broad policies that pro-
polluting the air " hit)it smoking in leased office
Sixty-nine percent of 2,448 space and automobiles
U S employers that responded to Despite concern over the EPA
a 1992 survey by Foster Higgins report, employers are not likely
said they in some way restrict to cut down on the advance no-
smoking in the workplace, up tice they give employees before
from 65% in 1991 An additional going smoke-free, Hewitt's Mr
2% said they planned to intro- Fortossis said
duce some type of restrictions by Employers generally announce
the end of 1993 the policy eight to 12 months be-
Health service companies like fore implementation, Mi For-
hospitals and health mainte- tossis said
nance organizations have the Belz Enterprises announced to
highest percentage-89%.-of hotel employees last summer that
workplaces with some type of a ban on workplace smoking will
smoking restrictions, the Foster go into effect early this year, said
Higgins survey found They were Director of Risk Management
followed by educational institu- Millicent W Workman

tions with 82% The real estate and hotel com-

Raytheon Corp in Lexington, pany's corporate offices in Mem-
Mass, is among the companies phis, Tenn , have been smoke-
taking another look at smoking free since 1988
in the workplace "We wanted to give (employ-

"We are looking at further re- ees) some warning," Ms Work-
strictions and possibly banning- man said The issue is particu-
smoking in the workplace, a larly difficult in the hospitality
Raytheon spokesman said "The industry, she noted, because
EPA report is certainly a Stimu- guests may still smoke in desig-
lus Nnated restaurant areas and

Currently, smoking is limited rooms
to certain designated areas like a

Foster Higgins' parent com- result of the EPA's findings
pany, Johnson & Higgins, is also

.n the wake of the EPA report, and day out,” Ms Workman ex-
Ms Wiley said
The broker IS conducting a

plained

Employees "are not exposed to "It doesn't need to be made into

Basis for workers comp claims smoky

By MEG FLETCHER ceive compensation for a lung disease because

Nevada's occupational disease law does not
Employers are likely to face more workers cover secondhand smoke claims
compensation claims from employees who claim The EPA report "doesn't make it any easier to
illnesses caused by secondhand smoke in the get past the requirement of many states' occu-
workplace, though most will be unsuccessful, pational disease laws that the exposure 15 partic-
experts say ularly related to the workplace," said Mr Marks,
A recent Environmental Protection Agency re- the Phoenix attorney
port designating secondhand smoke as a car- A worker may find it Impossible to isolate his
cinogen "will provide some impetus for aggres- exposure to secondhand smoke on the job from
sive workers compensation lawyers to file more his exposure elsewhere
claims," said Stephen A. Bokat, vp and general Claims related to indoor air quality and chem-
counsel for the U S Chamber of Commerce in leal sensitivity are "enormously difficult,"” and
Washington employers and insurers fight them "tooth and
"When new evidence comes out, you tend to nail" because they fear a precedent-setting
see more filings at the beginning, until the law claim, said James Ellenberger, assistant director
begins to settle," agreed Merton E Marks, an of the AFL-CIO's Department of Occupational
attorney with Lewis & Roca in Phoenix Safety and Health in Washington
Industries in which workers are regularly ex- However, Mr Marks pointed out that if em-
posed to secondhand smoke are fertile ground ployees' workers comp claims for secondhand
for such claims, experts say smoke ailments are denied, It could open the
"l suspect there will be more workers compen- door to common law tort litigation against em-
sation claims from employees" like prison ployers He cited such a case in Washington
guards, said Dr Kim Thorburn, president of the state, where secondhand smoke claims are not
American Correctional Health Services Msn in allowed under workers comp statutes
Honolulu Meanwhile, the EPA's report prompted other
The National Restaurant Assn. 15 seeking a developments.
legal opinion from outside counsel on the impact Shortly before leaving office, former Secretary
of secondhand smoke on workers comp claims, of Labor Lynn Martin directed the Occupational
said Dick Johnson, the association's general Safety and Health Administration to begin rule-
counsel in Washington making on the hazards of occupational exposure
However, experts provide a range of reasons to secondhand smoke
why most workers comp claims alleging second- OSHA's Office of Health Standards is cur-
hand smoke as a cause will be rejected rently completing its analysis of information
"Some states are much less likely to accept about indoor air quality
such claims," said workers comp expert Peter In addition, attorneys for a Nevada state pris-
Barth, an economics professor at the University oner cited the EPA's findings in oral arguments
of Connecticut at Storrs Those Include states in last month before the U S Supreme Court
the conservative Southeast, Southwest and part Plaintiff William McKinney claims his health
of the Midwest, he said was endangered and his constitutional rights
For example, the Nevada Supreme Court ruled violated when he was forced to share a cell with
last year that a casino "pit boss" could not re- a prisoner who smoked five packs a day

tion of smoking or smokers De- worked on developing the firm's employees from 17% before a
But Ms Workman does not an- spite strong feelings by both campaign
section of the company cafeteria ticipate increased liability as a smokers and non-smokers,
smoking should not be singled that you have to quit smoking, tright said
"There s not one employee who out as a controversy, he sug- but "if you're not thinking about
-examining its smoking policy cleans the smoking rooms day in gested

A smoking policy "is a commu- change your habits,”" Ms Hum- employees
nication issue,” Dr Harris said byrd said

The campaign's message is not mented a year ago, Ms Cour-

quitting smoking, you have to was requested by 1,900 utility

"Implementation was anticli-
"Non-smokers are encouraged mactic,” Ms Courtright said

survey of employees in 50 branch smoke eight hours a day They a special issue It's Just another to increase their awareness of "We were concerned about hav-

offices to determine what cur- would have a hard time proving work rule
"It's for health reasons and It'S going through,” Dow's an- problem

In addition to advance notice a safety issue,” Ms Workman nouncement to employees noted
of any restriction on smoking, agreed "People may have been

rent smoking policies are and a claim," she said
what employees would like them
to be, Ms Wiley said

what fellow employees might be 1ng It be disruptive and a big

Dow has restricted smoking recommends that employers con-

A previous survey of J&H em- the tone of the communication is smoking in unauthorized areas, since 1986, and the new policy is sidering a smoke-free policy

ployees indicated many non- also important, A&A's Dr Harris such as storage closets

smokers did not feel strongly said
about smoking in the workplace,

but the EPA report will change 15 evil and smokers are bad guys hired

that attitude, Ms Wiley pre- poisoning the air, K tends to
dicted

among non-smokers,"” she said "didn't make much noise and

in response to employee inquiries begin with an employee survey

Belz explains its smoke-free and a task force of both smoking Companies should then provide
"If you trumpet that smoking policy before an employee is ever and non-smoking employees The employees with the survey re-
group looked at environmental sults and explain that any pol-
"We are upfront when hiring information as well as what com- 1Cy changes stem from employee
alienate" those employees, Dr that we are a non-smoking com- petitors were doing
i expect more militancy Harris said Employers that pany,” Ms Workman said

responses

Nearly a month after the an-

"You can't ignore something like lust did it" tend to be successful at the end of 1992 that It W111 tions department had received Courtright said "They feel

the EPA report "
Employers, too, may become

more aggressive

at restricting smoking, he said
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become smoke-free on July 1, only one complaint from the someone represented their view-

Dr Harris also warns against said Carol Humbyrd, a Dow 20,000 employees who will be af- point, so they are more accepting
making the policy a condemna- communications specialist who fected by the policy, Ms Hum- of it -

byrd said
The companies that are most
successful in implementing
. ADVERTIS ER
smoke-free policies are those
that assist employees in quitting,
said Mr Fortossis of Hewitt
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The assistance can take the
form of classes, covering nicotine
replacement therapies like chew-

ing gum and transdermal patches
under a health care or flexible

smoke-free policy was imple-

Information on how to quiit

Ms Wiley of Foster Higgins

"Employees feel they had some
Dow Chemical Co announced nouncement, the communica- say in the development,” Ms
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benefits plan, and buddy systems
with former smokers, Mr For-
tossis said

Abbott, Belz, Dow and South-
ern California Edison offered ei-
ther smoking cessation classes or
aides when they implemented
their non-smoking policies

"A good side effect IS that a
significant number of employees
quit (smoking) as a result of re-
striction in the workplace,”" Fos-
ter Higgins' Ms Wiley said That

is a development that can reduce
health care claims

The number of smokers at

Southern California Edison has

dropped to about 15% of 17,000
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ASK A BENEFITS MANAGER

Regulatory compliance
calls for extra attention

to new, expected laws

I'm working on benefit
planning for the coming year.
What advice do you have on
compliance and other issues?

Besides the regulatory
requirements of items already on
the books, there are always new

i

Under the category of "new

ons we must comply with

laws we should

Afhe

laws and regulations,”" those items you need to

te will be passed during

concentrate on in 1993 include: the Unemployment
Compensation Amendments, Financial Accounting
Standards 106 and 112, and the 404(c) regulations.
Compliance with the UCA and FAS 106 is
immediate, while compliance with FAS 112 and the
404 (c) regulations can be deferred until late in the
yvear.

The UCA applies to any retirement plan
distribution after Dec. 31, 1992, that would qualify
as a lump sum rollover. Plans are required to
withhold 20% in federal taxes from such
distributions unless arrangements have been made
for a direct rollover to either an individual
retirement account or to an employee's new defined
contribution plan.

The key challenge is to provide employees with
the required notification regarding the withholding

While meeting the many compliance
requirements is absolutely necessary,
your plans must also be designed to
attract and retain the qualified
employees your organization needs.

and direct rollover option in a timely manner. The
notification must be provided to employees no later
than 30 days and not earlier than 90 days prior to
the distribution.

Also, make sure you have updated the
notification. The 402(f) notice that was revised by
the IRS is actually user-friendly and could be used
with minimal or no change.

In addition, in light of the UCA you should
probably review and/or change forms and
procedures with respect to retirement plan
distributions.

The requirements of FAS 106, which entails
accounting for post-retirement benefits other than
pensions, must be met by large employers during the
first quarter of 1993.

Many employers modified their retiree medical
plans as a result of FAS 106. If you have made
changes, you need to ensure that all communication
materials relating to retiree medical benefits have
been modified.

Since one of the most common changes was to
require retiree contributions for the first time or to
increase retiree contributions, systems need to be
modified to collect the correct amount of retiree
contributions.

An annual valuation of retiree medical expenses
and liability must be performed, and you need to
ensure that your plan actuary is provided with the

necessary data on time.

Since many employers modified their retiree
medical plans during 1992 in an attempt to reduce
the FAS 106 expense, it would be useful to review
the changes made by other employers.

You need to make sure that your retiree medical
plan benefits are competitive and that your FAS 106
expense is not out of line when compared with that
of your competitors.

The 404 (c) regulations require changes in defined
contribution plans if plan administrators wish to
minimize their fiduciary liability for participants'
investment decisions.

Changes may include adding investment fund
options, increasing the frequency of fund transfers
and providing adequate information on investment
elections.

These regulations take effect after the first day of
the second plan year beginning after Oct. 13, 1992
(Jan. 1, 1994, for calendar-year plans).

During 1993, you should be reviewing these
regulations to determine the best approach for
seeking protection from fiduciary liability as it
relates to the investment vehicles in your defined
contribution plan.

FAS 112 requires the same accounting treatment
for benefits after employment-but before
retirement-as FAS 106.

This will affect benefits such as workers

compensation, short- and long-term disability,
severance plans and other continued health or life
insurance coverages.

This standard will become effective in 1994.
During 1993, you will need to determine the
potential liability and increased expense and
possibly make plan changes.

Anticipating new laws and regulations is difficult,
but we do have some direction from 1992.

The urban aid tax bill was passed by Congress but
vetoed late in 1992. Some of the employee
benefit-related provisions of the bill included
technical corrections to the UCA, pension
simplification provisions, revisions to IRA rules and
extension of the exclusion for employer-provided
education assistance. | am confident that many of
these provisions will become law in 1993 in addition
to a family leave bill.

With the new administration under Bill Clinton
and a Democratic Congress, there is little doubt
that health care reform legislation will be passed.

| expect the legislation will require employers to
offer health care benefits to all employees.
Additionally, it appears that employees will be
taxed on health care benefits exceeding a basic level
of coverage.

Two organizations-the Health Insurance Assn. of
America and the Assn. of Private Pension & Welfare
Plans-have both publicly supported such an
approach to health care.

It's a good idea to explore how such requirements
will affect your organization and how such
programs can be implemented and administered on
an ongoing basis.

In addition to complying with new legislative
requirements, employee benefits administrators
must comply with the regular ongoing requirements.
Some of the standard filings include:

- Form 5500, which must be filed within seven
months after end of plan year; for most plans, it is
due July 31.

- Summary Annual Report (SAR), which must be
filed two months after Form 5500 is due; for most
plans, it is due Sept. 30.

- PBGC Form 1 ES, which must be filed by the
end of the second month of the plan year; for most
plans, it is due Feb. 28.

- PBGC Form 1, which must be filed Blh months
after the beginning of plan year; for most plans, it is
due Sept. 15.

One requirement that may be easy to overlook is
thenotice ofage 701/2 distribution requirements.

Terminated vested and active vested participants
who attained age 701/2 in 1992 must be notified and
have a portion of their retirement plan accounts
distributed by April 1.

Another annual compliance requirement is that
pension recipients are notified of the right to change
current withholding status for taxes.

Other ongoing compliance items include
maintaining up-to-date Summary Plan Descriptions
or filing a Summary of Material Modifications
notice with the Department of Labor for plan
changes.

COBRA notices are required both when coverage

Those items you need to concentrate
on in 1993 include: the Unemployment
Compensation Amendments, Financial
Accounting Standards 106 and 112,
and the 404(c) regulations.

commences-for employee and spouse-and upon a
qualifying event.

Other compliance related items that need to be
monitored and which change each year include:

= 401 (k) elective deferral maximum.

- Section 415 basic defined benefit dollar

maximum.

= Annual compensation limit.

* Definition of highly compensated employee
group.

WWhile this list of items is not meant to be

exhaustive, it should provide some direction for

items to concentrate on.

Ensuring that plans meet the ever-changing legal
requirements is an ongoing challenge, not to
mention the increasing pressure to control employee
benefit costs and to administer plans in the most
efficient manner possible.

While meeting the many compliance requirements
is absolutely necessary, your plans must also be
designed to attract and retain the qualified
employees your organization needs.

In the area of cost control, we all need to focus on
our health care expenses.

In most organizations, health care is the largest
single element of employee benefit expense and is
increasing faster than any other benefit expense. We
would be remiss in our responsibilities if we are not
constantly monitoring and taking steps to control
these expenses. Tul

Would you like advice from an experienced cotteague
on a risk management, benefits management or
actuarial problem? Four quarterly features in the
Perspective section of Business Insurance can give you

Ask A Benefit Manager, Ask A Risk Manager, Ask A
Benefit Actuary and Ask A Casualty Actuary answer
written questions from readers on risk and benefits
management issues and actuariat problems.

This month's column on employee benefit
management issues is written by
Dennis J. Nirtaut, manager Of
employee benefits at Continental
Bank Corp. in Chicago. Susan M.
Werner, director of risk management
at Hardee's Food Systems Inc. in
Rocky Mount, N.C., answers questiOns
on risk management issues. William J.
Miner, an actuary with The Wyatt Co.
in Chicago, answers actuarial
questions on benefits issues. And,
Richard E. Sherman, president of
Pacific Actuarial Resources (PAR)
Excellence in Ashland, Ore., answers actuarial
questions in the casualty field.

Mr. Nirtaut's next column witt appear in May
Address your questions to ASK, Business Insurance,
740 N. Rush St., Chicago, IN. 60611. Please give us your
name, title and employer; however, Business Insurance

will consider unsigned letters.

Mr. Nirtaut

1OO= 7/ 15
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MuniCipal bonds fund—i.ggsu though, in which mu- an airport, and about $200 mil- verstein, managing director and eral agency created by Congress

es replace their old debt lion to build a highway, he said senior underwriting officer for under the Intermodal Surface

Continued from page 2 with new issues at lower interest "It's not going to change the Finance Security Assurance Inc Transportation Efficiency Act of
President Bush, being the gover- rates shape of municipal bond is- in New York, a financial guaran- 1991
nor of a state very much under Of last year's municipal bond suance " tee insurer In an interim report, the IIC
pressure in this area " He also is issues, 34%, or $789 billion, was The question also remains how The "general perception” is suggested forming a partially
familiar with problems of public insured President Clinton can encourage that the Clinton administration government-backed insurance
financing in the municipal sec- The nation's infrastructure state and municipal governments would be sympathetic to permit- company to insure transporta-
tor, Mr Dlordlevich added "has been a pretty strong focus to boost their infrastructure ting tax-exempt issues for a tion issues that could not other-
Had President Bush been re- (of Bill Clinton), and that's a spending broader array of bonds, said Mr wise find private insurance Its
elected, "I would be less optimis- positive because there's been so "It will depend on what tack Silverstein final report is scheduled to be
tic we would have some breaks, ' much neglect,” said Joan Solo- the Clinton administration This will enhance the value of released Feb 23
he said tar, an analyst with Donaldson takes," said Claire Cohen, execu- municipal bond insurance, which As a model for such an insurer,
"l presume he will do what he Lufkin & Jenrette Securities occurs whenever the industry's the interim report pointed to
can to encourage state and local Corp in New York buying patterns are reformatted, Washington-based Connie Lee
governments to spend on the in- However, William F DeSante, President Clinton's he said The municipal bond in- Insurance Co, which specializes
frastructure,” said Wallace O managing director at rating o surance industry's role is to in higher education issues and IS
Sellers, chairman and CEO of agency Moody's Investors Ser- initiatives 'could make investment in municipal half-owned by the federal gov-
New York-based Enhance Rein- vice Inc in New York, said even keep a hot market bonds very easy, said Mr Silver- ernmer.“lt and the Studt.ant Loan
surance Co, a financial guaran- though the administration stein, adding that whenever Marketing Assn , or Sallie Mae
tee reinsurer "seems to be somewhat favorably moving ahead,' said there is an evolution in the busi- Private insurers, however,
"l think he's going to make more disposed" to infrastructure Robert Green. ness, this role takes on greater have complained that Connie
good on his promise to rebuild repair, this "is not something importance Lee's close ties to the govern-
America," said Robert Godfrey, that will have a major impact on The president can also encour- ment give it an unfair competi-
executive vp of MBIA Inc of Ar- the market in terms of supply of age municipal bond issuance by tive advantage (Bl, Oct 21,
monk, NY,a financial guaran- paper ' tive vp, governmental finance, at distributing a small amount of 1991)
tee insurer, and municipal bonds While his election will not rating agency Fitch Investors federal grant money, which the Oblections to a new "govern-

"are probably the most efficient have a negative impact, "l don't Service in New York "I think it's states could then leverage and ment-sponsored enterprise," as it
and low-cost way of getting that think it will be a major boost to a little bit early to tell," she issue municipal bonds against, has been called, include munici-

done * issue bonds,” he said added "Nobody knows whether said MBIA's Mr Godfrey pal bond insurers’ fear that to be
Municipal bonds enjoyed a The Clinton administration has the Clinton administration IS On the other hand, federal economically viable, the insurer
strong market last year, and "put a much more favorable light going to follow through " subsidies that fully finance in- will compete with the private

President Clinton's initiatives on municipal bonds" and on how Higher tax rates would be frastructure projects obviously sector to insure creditworthy
"could keep a hot market moving much in frastructure needs helpful because they would in- will not lead to more municipal issues, along with issues that
ahead," said Robert Green, should be addressed, said Robert crease demand for tax-exempt bond issuance, pointed out Ann cannot obtain private insurance
director at Standard & Poor's In- Genader, senior executive vp at municipal bonds, said Moody's C Stern, president and CEO of ©On the other hand, as an in-
surance Rating Services in New AMBAC Indemnity Corp in New Mr DeSante Financial Guaranty Insurance surer of lesser quality issues,
York York, a financial guarantee in- In addition, over the past two Co in New York, a financial such an enterprise could even-

An estimated $232 8 billion in surer decades, there has been a cut- guarantee insurer tually lead to another savings
municipal bonds were issued last However, $20 billion is "not a back by Congress in the different And municipal bond issuers and loan-type bailout, said
year, up 36 1% from the $171 1 very large increase in municipal categones of bonds that are tax- are generally opposed to one FGIC's Ms Stern, whose com-
billion issued in 1991 About half issuance," he said For instance, exempt, such as industrial devel- suggestion by the Infrastructure pany has actively opposed the
of total 1992 volume was in re- it costs $5 billion alone to build opment bonds, said Charles Sil- Investment Commission, a fed- concept

Texas workers comp law

Continued from page 2 an amendment on another bill arate business entity from the Jan 1,1994 coming insolvent, which is negli-
rity deposit are other concerns "We formed a permanent, legal certified self-insurer " "We hope at some point the gible It's foolish to tie up that
Mr Stevenson identified organization in 1982 and filed a Mr Stevenson said he was un- threshold will be lowered" even capital, which will have no prod-
Despite concerns, regulators bill in every session since 1983," aware of any other state law that further, said Mr Harris of the uctive use in our society "
and others expect the number of until the regulations appeared in requires employers to use a Texas Assn of Business "These "The emphasis should be on
applications to grow the 1989 law, she said third-party administrator to thresholds are pretty high and who is approved or disapproved
About 450 applications already The ability to self-insure handle claims that does limit the number of rather than a huge security de-
have been requested by employ- means employers have "more di- He pointed out that the re- employers who qualify " posit particularly when you
ers doing business in Texas, ac- rect control of the distribution of quirement in Texas means self- Mr Harns said he understands have a guaranty fund that as-
cording to Edward D Struck Jr , benefits," Ms Roach said insured employers with licensed that the high thresholds were set sures no claim will go unpaid,”
director of the Division of Self In addition, she noted that claims adjusters on their staffs at first to allow only large, so- Mr Stevenson said Self-insured
Insurance of the Texas Workers "most of our membership is mul- can't use those employees to ad- phisticated employers to self-in- employers must belong to the
Compensation Commission tistate The law brings them in minister claims sure "We need to give it ade- Texas Certified Self-Insurer
The first applicants are those line with the rest of their opera- Guaranty Assn , which was
with Feb 1 renewal dates on tions throughout the nation" created by the new law
their workers comp policies, Mr that self-insure workers com , ' - "The guaranty fund IS differ-
Strack oxplainod PP et P We're self-insured everywhere else and to ent from most guaranty funds,”
"Most of the applicants are re- And, Ms Roach added, self-in- us it makes sense from the standpoint of said Mr Struck "Most funds are
tailers,” along with trucking suring the exposure allows bu- administration and controlling our claims formed in a crisis after self-m-
companies, lumber companies sinesses to avoid the high cost of sureds have gone bankrupt and
and manufacturers, he added the coverage in the traditional costs,’ says Jim Goss, insurance manager at injured employees are not get-
Business leaders and employ- marketplace Dillard Department Stores Inc. ting paid " Instead of Wa_‘i“ng for
ers have long backed the legisla- "We're self-insured every- trouble, "we're starting out
tive change, saying the ability to where else and to US It makes fresh,” said Mr Struck
self-insure allows companies to sense from the standpoint of ad- The law calls for the guaranty
save money while gaining control ministration and controlling our Mr Struck of the self-insur- quate time to work before fund to build up a $1 million
over the exposure claims costs," said Jim Goss, in- ance division said he would pre- considering any real changes " surplus over the next five years
"We've been very supportive of surance manager at Dillard De- fer that the law allow employers The NCSI's Mr Stevenson The funds will come from assess-
that provision,"” said Dane partment Stores Inc The Little to administer their claims agreed that the premium thresh- ments on members and will be
Harris, president of the Texas Rock, Ark -based retailer is one "Self-administration in other olds are keeping some stable em- based on income benefits paid
Assn of Business in Austin of the first businesses to seek jurisdictions works very well," ployers from self-insuring by the employer or its workers
"We've worked for that for a permission to self-insure its he said " The employer has more He pointed out, for example, comp insurer during the year
number of years,” Mr Harris Texas workers comp exposures of an interest in the employee that workers comp premiums for preceding membership
added, referring to the section of Dillard's, with 13,000 employ- than a disinterested third banks are very low although If an employer is unable to pay
the 1989 law that allows self-in- ees in Texas, self-insures work-  party " many are large, well-run com- claims, the first step the associa-
surance ers comp in the 19 other states The Texas Self Insurance panies "Not many banks will tion takes IS to release the em-
"It puts employers in better in which it operates, Mr Goss Assn 's Ms Roach said she ex- reach that threshold " ployer's security deposit to meet
control of their own destinies," said pected the requirement would The law also calls for a $1,000 ItS obligations If additional
said Mr Harris "If they are in- Itt's difficult to pin down an cause some problems among em- application fee, and the appli- funds are needed, members will
suring themselves, it encourages exact amount Dillard could save ployers cant must provide security equal be assessed amounts according to
them to pay closer attention to on its workers comp costs, Mr "We thought our people might to $300,000 or 125% of its "in- a ratio that considers each mem-
their experience and safety in the Goss said Most of the savings be inclined tO Want It In-house," curred liabilities for compensa- ber's income benefit payments
workplace " will come from a reduced num- she said "But we've heard no tion," whichever is greater Employers that self-insure in
For the Texas Self Insurance ber of worker claims, he pre- complaints " The law defines those habili- Texas also are required to pur-
Assn, implementation of the law dicted Ms Roach said workers comp ties as "the sum of the estimate chase an excess policy with
was the culmination of a long "We have a very aggressive claims primarily are handled by of liabilities for outstanding limits of at least $5 milhon above
struggle safety program,”" he added, and outside administrators, even in workers' compensation claims, their retentions
"Every once in a while | have "we will increase involvement in those states that allow employers including claims incurred but Other expenses include a regu-
to pinch myself,"” said Judy training and safety compliance" to self-administer not yet reported, plus the esti- latory fee, based on income ben-
Roach, the association's execu- by the Texas stores However, the minimum annual mated amounts necessary to pro- efits paid, to cover the commis-
tive director While employers can get a grip premium required to be able to vide for the administration of sion's administrative costs
Ms Roach said the association on their workers comp exposure self-insure seems unfair to some those claims, including legal Self-insurers must also pay a
"started as a loosely held coali- by self-insuring, claims handling employers costs * maintenance tax now paid by in-
tion in the Mid-"70$" that filed will not be within their reach Under the law, only employers The deposit amount is unnec- surers to finance the operations

self-insurance legislation during The regulations mandate that with unmodified annual premi- essarily high, said Mr Steven- of the state Workers Compensa-
every legislative session through claims must be administered by ums of more than $750,000 are son "They're demanding what tion Commission For this year
1981 That year, the legislation a "qualified claims servicing allowed to self-insure The amounts to 100% security for the only, the tax is equal to about
failed by one vote to make it as contractor" that "must be a sep- threshold drops to $500,000 on contingency of a self-insured be- 0 6% of standard premium M
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Stop.loss programs court Lloyd's members

By STACY SHAPIRO

LONDON-Thousands of Lloyd's
of London members should be able
to buy enough stop-loss insurance
from various commercial facilities to
limit 1993 potential losses to as little
as 5% of their premium income
limit.

Despite three years of seVere
losses for specialist stop-loss un-
derwriters and the drying up of the
conventional insurance market, un-
derwriters and members' stop-loss
mutual insurers are introducing
coverage that will offer various
layers above a 5% "excess point.”

Among the stop-loss programs
just announced is a members' stop-
loss mutual known as Integer-The
Underwriting Members Mutual
Club Ltd., which was announced to

members agents Friday. The mutual
is designed to provide coverage
above 25% of each member's pre-
mium income limit and below
Lloyd's mandatory stop-loss fund,
which pays for losses in the aggre-
gate in excess of 80% of each mem-
ber's premium limit over a four-year
period.

These new commercial stop-loss
facilities, plus Lloyd's mandatory
stop-loss fund, "would effectively
remove unlimited liability," ob-
served a Lloyd's members agent.

However, more than half of
Lloyd's membership traditionally
doesn't buy stop-loss coverage be-
cause it is expensive and compli-
cated, and it cuts into their potential
profits, pundits say. Many members
do find comfort in buying the cover-
age, however, said the members

agent. "It's a very personal thing."

Over the past few years, mem-
bers' stop-loss insurance coverage
has created huge claims for the spe-
cialist Lloyd's syndicates that wrote
the policies. These claims include
big losses for members on defunct
syndicate 387, underwritten by
Derek Walker and managed by
Gooda Walker Ltd. (see story, page
1), and defunct syndicates 134 and
184, underwritten by C.N. Mack-
innon and managed by Mackinnon
Hayter & Co. Ltd.

Specialist stop-loss broker Hol-
man Wade Ltd. last year settled
7,500 claims totaling 200 million
pounds ($302.9 million at applicable
exchange rate) from stop-loss poli-
cies for 1989. This year it is expect-
ing to process at least 10,000 claims,

sources say.

The company settled claims last
year totaling 36 million pounds
($54.5 million) on its estate protec-
tion plan business, which covers the
liabilities of dead Lloyd's members,
sources say.

Michael Wade, chairman of Hol-
man Wade, recently left the com-
pany, partially because he opposed
staff cuts ordered by the parent
company in spite of the increasingly
heavy claims processing workload
from Holman Wade's stop-loss busi-
ness, sources say.

Because of syndicates' losses from
stop-loss coverage, many Lloyd's
members have threatened to with-
draw capacity from syndicates that
write members' personal stop-loss
coverage. This threat has forced a
capacity crunch in the market.

"Stop loss is unpopular to un-

Norway plans to ease limits on foreign

OSLO, Norway-The Norwegian
government plans to ease restric-
tions on foreign investments in in-
surance companies.

In a letter from the Finance Min-
istry to the administrators of bank-
rupt insurer UNI Storebrand A/S,
the ministry said the rules limiting
foreign ownership in a Norwegian
financial institution to 10% are too
restrictive. The ministry said the
rules will be changed to allow for-
eign investors "in certain circum-
stances" to acquire up to 33% of in-
surers and their parent companies.

Insurance analysts say that the
new regulation will not be suffi-
cient to attract foreign buyer in-
terest in the UNI Storebrand
operating companies.

-By Maria Kietmas

GLOBAL BRIEFS

Interest in Hafnia units

COPENHAGEN, Denmark-The
deadline for submitting bids to ac-
quire the operating companies of
Denmark's Hafnia Holding of 1992
A/S is Feb. 19, after the company
granted a second extension at the
request of potential buyers, a com-
pany spokesman said. The first ex-
tension was Jan. 29.

Initially, two Hafnia operating
subsidiaries were on the block, Haf-
nia Insurance Co. Ltd., a multiline
insurer, and Hafnia Bank (Bl, Sept.
21, 1992; Aug. 24, 1992). But interest
has been expressed in all of the

German unification

leads to increased

workers comp costs

By DON LEWIS KIRK

BONN-German unity will con-
tinue to boost the national work-
place accident insurance system's
costs and the amount employers
must contribute to it, an official of a
worker cooperative says.

Compensation paid to German
workers for on-the-job accidents
jumped to 18.7 billion deutsche
marks ($12.36 billion) in 1991, 20.3%
over 1990's 15.6 billion deutsche
marks ($10.44 billion), according to
a work-safety report released by the
government last month.

A German Ministry of Labor
study shows the number of work-
related accidents increased 20% to 2
million in 1991 from 1.67 million a
year earlier. The increase "largely
reflects the 20% population increase
resulting from German unity," ac-
cording to Ministry of Labor work-
safety expert Klaus Groeger.

However, work-related deaths
from accidents dropped by 4% to
1,496 in 1991 from 1,558 in 1990.

German workers also reported
more job-related illnesses than ever
before. The number of employees
applying for compensation for
work-related illnesses increased
19.2% to 68,858 in 1991 from 57,767
a year earlier. Deaths from work-re-
lated illnesses jumped 21% to 333
from 275 during the same period.

Labor Minister Norbert Blum at-
tributed the increases to the emer-
gence of claims for asbestos-related
illnesses stemming from exposure
that may have occurred years ago.

The rise in work-related accidents
and illnesses boosted the cost of the
state-run public accident msurance
system to 18.7 billion deutsche
marks in 1991 ($12.36 billion at ap-
plicable exchange rates), compared
with 15.9 billion deutsche marks
($10.64 billion) in 1990.

The accident insurance system,
which is financed entirely by em-
ployer contributions, compensates

workers for accidents and illnesses

incurred on the job or while going to
or from work.

The average employer contribu-
tion is about 2% of payroll, but
varies according to the hazards of a
particular business.

Twenty worker cooperatives ad-
minister claims and determine
which are compensable.

"Safety standards in eastern Ger-
many are our primary concern,"”
said Joachim Breuer, administrative
director of the Assn. of Worker Co-
operatives. "Prior to unity, job-re-
lated accidents were going down.
Now we confront a whole new situ-
ation. Some companies will be con-
fronting a 30% increase in their pre-

miums because of the risk
involved.” EIll

holding company's assets, including
its shares in Swedish insurer Skan-
dia Group and Danish insurer Bal-
tica Holdings A/S. Among other
assets attracting interest are a lum-
ber company and a football club.
Hafnia will not make any state-
ments on the bidding process until
the final sale is negotiated. Proceeds
from the sale will go toward paying
off the 6 billion Danish krone ($950
million at current exchange rates)
debt that had been accrued by Haf-
nia Holding A/S when it suspended
payments on claims.
-By Maria Kielmas

Tankers called unsafe

HAMBURG, Germany-German
marine insurers are calling for more

stringent international ship safety
standards and demolition of obso-
let:e vessels.

Three-fourths of the world's oil
tankers are unsafe and should be
replaced, according to a report re-
leased last month by the German
Assn. of Marine Insurers.

The association based this figure
on a survey of German ship build-
ers.

The standards German marine in-
surers use to determine a vessel's
fitness include whether a ship has
double-wall construction and
whether an oil tanker's cargo area is
equipped with safety caps.

German marine insurers base
their standards on those of the In-
ternational Union of Marine Insur-

ers.

derwrite...and members don't want
to be on stop-loss syndicates. So few
people are prepared to write it," said
a Lloyd's source. "Underwriters
who will write it can set their own
terms and put the price up."

Last week, three specialist stop-
loss brokers banded together and
announced probably the only con-
ventional members stop-loss insur-
ance policy available for this year
and 1994. Coverage for 1993 is ret-
roactive to Jan. 1.

Fraser Special Risks Ltd., Fen-
church Insurance Brokers Ltd. and
Seascope Special Risks Ltd. are of-
fering members' stop-loss coverage
above 16% of each member's annual
premium income limits, over a two-
year period. The policy allows mem-
bers to include their personal ex-

Continued on next page

Investors

However, the German association
plans to press national and interna-
tional regulatory authorities for
stricter controls of construction reg-
ulations and more investigations by
ship classifications agencies in order
to weed out older ships.

Obsolete ships were the primary
cause of billions of dollars of losses
incurred by world marine insurers,
the report concludes.

Claims to German marine insur-
ers in 1991 amounted to 600 million
deutsche marks ($396.6 million at
applicable exchange rate).

German statistics show that
among all oil tankers, 57.2% are
at least 15 years old.

Between 1982 and 1991, German
marine insurers lost 1,766 ships. Of

Continued on page 19

Greenpeace calls for teamwork

Property insurers must help save the planet: Report

By STACY SHAPIRO *

LONDON-As property insurers take steps to
shield themselves from the financial dangers of global
warming, they can do more to help save the planet
from climatic shifts, one of the world's leading en-

vironmental groups contends.

Property underwriters are beginning a "dramatic
overhaul of the way business is conducted," Green-
peace said in its report, "Climate Change and the
Insurance Industry," released last week. This includes
substantially increased deductibles, a reappraisal of
excess-of-loss reinsurance arrangements between in-
surers and reinsurers, increased use of coinsurance,
and an attempt at "realistic rating," according to the

environmental group.

However, these actions are not enough to save

the planet, Greenpeace contends.

In particular, insurers should start lobbying indus-
try, government, consumers and shareholders to cut
greenhouse-gas ernissions caused by the use of fossil-

fuel energy.

Insurers could use their investment capital to pro-
mote alternative energy supplies, such as solar power,

says Greenpeace's report.

The insurance industry could use other levens, such
as hiking premium rates or not offering coverage "to
encourage change if it chose," the report adds.

"As the world approaches the 21st century, the
insurance industry, human communities, and ecosys-
tems are all at risk from human enhancement of the
greenhouse effect. It is time to expand one of the
underpinning concepts of insurance: the solidarity of

the risk community.

Property insurers are listening to what Green-
peace has to say about the effect of global warm-
ing on weather severity and rising seas, which may be

causing increased claims.

yond their normal course of business to bring about

changes in energy supplies, they say.

"We are a trillion-dollar business and we're a
natural ally of Greenpeace," said a Lloyd's of London
underwriter. "We have prejudices that it's getting
worse out there as carbon dioxide builds up.. ..It

makes hurricanes a lot more frequent.”

But the Uoyd's underwriter said he wouldn't lobby
for alternative fuel supplies to reduce carbon dioxide
emissions that cause global warming. "We'll try to be
a market for the product, but we'11 have to put the
price up. Greenpeace's report justifies this."

The warming of the climate "is bad for man-
kind, but not necessarily for insurers," added Alfred
Bloch, manager of catastrophe and reinsurance re-

search for Swiss Reinsurance Co. in Zurich, whose

predecessor talked to Greenpeace for the report prior

to his retirement. Insurers and reinsurens will con-

tinue to cover damage sternming from natural catas-
trophes, Mr. Bloch said.

There is no conclusive evidence that increased

carbon dioxide emissions are causing more severe

storm patterns, said Mr. Bloch. But "there is more
flooding," so Swiss Re now restricts underwriting

coverage for flood damage in certain parts of the

world, he said.

surers.

As for hurricane coverage, "if the price is cor-
rect, we can live with it," said Mr. Bloch.

He says lobbying is the job of insurers, whose
clients are affected by natural disasters, not rein-

However, it is not a viable solution for insurers

to penalize the oil and gas industry with less coverage

to force it to invest in alternative energy sources, he

suggested. "The oil industry is so big they could get
reinsurance by setting up pools themselves.”
The Greenpeace climate campaign's scientific

director, Jeremy Leggett, presented his report

But it's unlikely that underwriters will go be-

Continued on page 19
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Sto p_loss ($36,500) excess of 5% of his pre- members agencies Class 1 coverage when the Lloyd's mandatory stop- however, because the four years co-
mium income hmit for 750 pounds offers 25,000 pounds excess of 5% of loss fund kicks in vered by the Lloyd's fund is thg-

Continued from previous page Put simplistically, if a member gered when a name first expenences
penses m calculating losses, which excess of 25,000 pounds for another for a price of 1,000 pounds ($1,460) writes 1 million pounds per year a loss-malang year Integer provides
up until now were excluded 750 pounds m premium, and 50,000 The coverage, first offered m 1990, is ($1 5 milhon) and has losses of 1 a fixed four-year coverage

Members can buy up to 100,000 pounds ($73,000) excess of 50,000 over a four-year perxi milhon pounds over four years, he Members are expected to be
Class 2, which began in 1991, retains the first 250,000 pounds charged between 1% to 1 5% of their
change rate) in limits each year or mium ($1,898), but only if more than offers members 100,000 pounds of ($365,000) of loss, is paid 550,000 premium-Income lunit for the mu-
150,000 pounds ($219,000) m the ag- 400,000 pounds ($584,000) in pre- coverage excess of 10% for a pre- pounds ($803,200) from the mutual, tual's coverage, said James Truscott,
gregate over two years, confirmed mium mcome is written mium of 1,675 pounds ($2,419), but and receives the remaining 200,000 syndicate analyst for SBJ Harnson
Giles Schofield, director of Fraser The Seascope pools, in their with a maximum supplementary ($292,000) from Lloyd's stop-loss Stuart
Special Risks The premium ranges fourth year, are bemg underwntten call of 2,322 pounds ($3,353) when fund Part of that premium WIII finance
between 5,500 pounds ($8,030) and on a claims-made basis starting in the underwinting year closes The coverage is being offered by an unusual reinsurance arrange-
7,500 pounds ($10,950), depending 1993 In the event that claims ex- The mutual also scales down Lloyd's broker SBJ Hamson Stuart ment whereby remsurers wall pay
on the member's portfoho, he said ceed the available pool Imut-which claims if the fund is smaller than Ltd The program has been spear- the first 15% of the club's losses

Seascope also runs three mem- IS two times apphcable premiums the claims commg m Because 1990 headed by retired Lloyd's un- while the mutual fund pays the rest,
bers' stop-loss pools that provide collected plus profit commissions was a horrendous year at Lloyd's, derwnter Michael Payne, chairman according to Mr Truscott
coverage m excess of 5% of each and mvestment income-Individual "there certainly will be scaling of Oakwood Underwntmg Agencies The first 20% of the remsurance
member's premium income limit, recovenes wlll be scaled down pro- down" for the 1990 Class 1 claims, Ltd, who will be Integer's chair- wlll be led by Lloyd's underwriters,
explained Richard Godfrey, a stop- rata to the amounts of claims by aid John Rowe, a director of Charles man
loss executive at Seascope's special each member "Our objective has been the con- ceded to Centre Remsurance Co
nsks division The Stop Loss Mutual Assn, a Meanwhile, Integer, the new per- struction of an msunng vehicle to Ltd of Bermuda

The pools, underwntten by Sea- members' mutual managed by Lon- sonal stop-loss insurance mutual, provide cover directly below the It is expected that there willl be
pool Reinsurance Co Ltd, offer don-based Charles Taylor & Co, willl provide coverage for aggregate Lloyd's central high-level stop-loss 82 5 milhon pounds ($119 1 milhon)
three-year contracts and essentially offers similar types of coverage to losses over a four-year period above fund," states an Internal memo from of reinsurance coverage for every
provide three layers of coverage A the Seascope pools, though it only 25% of each member's premium-in- SBJ Hamson Stuart The mutual's 550 millton pounds ($794 2 milhon)
member can buy 25,000 pounds accepts members from 22 selected come hmit up to the 80% threshold coverage doesn't exactly correspond, 1n the mutual, said Mr Truscott Ell

($1,095) m premium, 25,000 pounds a member's premium mcome limit

pounds ($146,000 at current ex- pounds for 1,300 pounds in pre-

while the remamder will be retro-

Taylor
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RATES AND CLOSING TIME:

Rates: Dspltzy class#d :s $130.00 per column inch. mmimum Ofone inch Straight dliss#iedis Closing: Published every Monday. Copy must be m typewritten form by noon Tuesday, 6
$1150 per hne, mimmum of 5 lines. Count 34 characters per line (indude each space and days preceding publishing date. No verbal phone copy accepted Prepayment required for
punctmition as a chamcter) Additional $17.50 c/mrge jor all blind box ads Only those reponses all advertisements. Mall ads to Mtirgaret Hilado, Class#b ed Advertising, 740 N Rush
which t mto a business size envelope will be forwarded. Responses are forwarded daily, St. Chicago. IL 60611. For more mformation call 312-649-5340 FAX 312-649-7799

FREE LANCE

WRI_TERS N_EEDED | WORKERS COMPENSATION
’ | CLAIMS ANALYST

of corporate "self insurance" and

employee health insurance cost
containment Case studies and

SALES MANAGER

Sales Manager for Toledo-based
Hylant-Mocleon. Inc - moJor US
Property and Casualty agency
Organize sales and marketing
activities. lead resource in

PROPERTY ACCOUNT MANAGER

Becber & Carlson, a brokerage and consulting firm, is ,eeking an indiud-
ual to assist our Property Account E,ccutne m servicing commercial
insurance clients m our Woodland Hills, California office Candidate
should have a minimum of 4 years of commercial insurance e,pirtence,

feature articles are required for ercellent technical knowledge of commercial property casualty insurance

placement of accounts, hoson to

insurance companies and
wholesolers. active member of
agency's management and
strategic planning groups 10
years industry expenence. ex-
penence in underwnting mojor
casualty accounts critical Na-
tional/regional broker expen-
ence in sales or marketing a
plus Very competitive salary
and benefits package Send re-
sume attention COO, Hylant-
MacLean, Inc, PO BOX 1687.
Toledo. OH 43603-1687

national publicabons Send resume
and your ideas to Northeast
Publishing Co., Marine
industrial Park, P.O.Box 1659,
Boston MA 02205-8620.

YOUR AD

SHOULD BE
HERE!

STATE OF WISCONSIN

Dynamic risk management program developing,ts worker's compensation

capabilities has two positions m the Department of Administration, Bureau

of State Risk Management, located m Madison The Risk Management

Program covers approximately 65,000 State and University employees and

$8 2 billion m property BY Joining our team, you will have excellent career

growth opportunities

WORKERS COMPENSATION CLAIMS SUPERVISOR- We are

seekng a proven professional to supervise claims management for the

largest self-insurance program m Wisconsin Opportunity to help shape
effective solutions to cntical problems Well qualified candidates will have

several years of progressively responsible expenence supervising a claims

management unit Position requires extensive knowledge of claims

management, including return to work programs, medical management,

ht,gation and compromise, program management skills, and effective

written and oral communication skills Team-onented management style a

must

Salary range $34,376 to $49,602, depending on qualifications Excellent

fringe benefits

WORKERS COMPENSATION DISPUTE RESOLUTION

COORDINATOR « We are seeking a worker's compensation professional

who will enjoy creative and challenging opportunities in the developing

field of dispute resolution This position works with claims examiners and

State attorneys to formulate strategies for all types of contested cases Well

qualified candidates will have extensive knowledge of worker's

compensation law and expenence managing litigated claims, including

preparation of cases for hearing, appearance at heanngs, and compromise
negotiations the Coordinator will assist state agencies' compliance with

Social Secunty requirements and with new requirements of the Amencans

With Disabilities Act

Salary rang $34,376 to $49,602. depending on qualifications Excellent

fringe benefits

TO APPLY Call or wnte for special application matenals to Tonia Pien,
Bureau of Personnel (608-267-2703), Depaftment of Administration
101 E. Wilson Street, P.O. Box 7869, Madison, WI 53707-7869.

Deadline for receipt of completed exam matenals is March 1,1993 An

Equal Opportunity Employer operating under an Affirmative Action Plan

coverages (including manuscript policie, DIC, and H PR contracts), e,-
cellent communication skills, and a working knowledge of pergonal com-
puters

Opportunity In Beautiful South Florida!

Be part of the highly professional corporate headquar-
ters leamat Ryder System, a global leader in the transportation Competitive salary and benefit package
industry We currently seek an experienced individual to

support live regional claim offices as a Claims Analyst

interested persons should send confidential resume to
Pam Brooskin, Director of Administration
Becber & Carlson Risk Management, 1nc
Thesuccesslul candidatewill performsecondary review 21700 Cknard Street, Suite 1800, Woodland Hills, CA 91367
of large and/or special claim files, establish appropriate
reserves, approve settlements, and report large and special
losses to our excess carriers

n just one week, an advertiser received over
48 resumes when running a blind classified
ad in the Professional Marketplace Section of
Business Insurance. Put the power of Business

Insurance to work for you! For details call

Qualifications Include a lour-year college degree, 7
years experience in worker's compensation large case han-
dling, and excellent communication Coral/written), analytical
and negotiation skills Headquarters large case handling

experience and 2-3 years supemsory background are pre-
ferred

800-678-2724 - 312-649-5340
FAX: 312-649-7799

Ryder offers an attractive salary, generous benefits, and
growth potential Forcont,dentialconsideration, please send
resume with salary requirements to Human Resources,
Dept. MYW, Ryder System, Inc., 36[I0 N.W. 82nd Ave.,
Miami, FL 33166. EOE Drug testing is a condition of
employment with Ryder

Business Insurance

HELP WANTED Business Insurance

Circulation Breakdown*
Commercial Consumers

PART TIME WORK Administrative

CEO's Presidents, and Owners 2472
Our expanding insurance ht:gation Vice Pre5|dents General Managers and Other
consulting business requires additional dministrative Personne
insurance professionals to provide con- F'r_’a"f:'a' . .
sultation and expert testimony for our Chief finanaal Offcers and Vice-presidents of A-

attorney clients throughout the United nme . . 2687
States Secrum,les. Trpasurels oor*118,5 * omer Rlenclal

P85(:Ya 3.822

. N L N . . Ria)/Erryee BenomS
The typical individual is retired, semi *sidents, d.redors, managers, and other re-

Virginia Municipal Liability Pool is retired or seriously self employed and  ,ied depa,iner.t pe,wrd of ren-ce nsk. em-
seeking proposals from companies in- RISK MANAGEMENT CONSULTANT has several years experience in under- plo,ee benefits personnel collvi.*im, pension,
terested in providing underwrltlng, loss CHARLOTTE, NC writing; claims or as agents/brokers in salety. securily, indus#* miaborn. hurrm resources
control, claims administration, reinsur- Property Casualty, Life, Dis etc 1,/ al*Aabor ner@lors 14,998
ance placement and marketing services Leading risk management consultant is Sub-total 28.089
Forward requests for a copy of the RFP seeking a highly motivated person for a If interested, please send a resume in- Assoaations 416
to Margaret A. Nichols, Adminstrator, consulting tposmon Candidate must cluding education, work exr)erlence Go,enynern, Unlons ard F,li.%mul tremibors 1 148
VMLP; PO. Box 12164, Richmond, VA have extensive knowledge of property and areas of specialization to 6' Hara & Commercial Consumers
23241, Or call (804) 649-8471. Deadline and casualty insurance, degree and Associates, 20929-47 Ventura Blvd , Sub-total 29,653
for submitting proposals :s March 12, have or be pursuing advanced #337, Woodland Hills, CA 91364 Insurance Agents and Brokers 8947
1993 designations Position requires both Insurance Companies 8080
sales development and service abilities Accorts, Achianes Attorneys & Corm#15 3449
Excellent writing and analitical skills Adiusters A'gpramers TPA's Captive Managers

REQUEST FOR PROPOSALS HELP WANTED

N WANT A FUTURE? Not a career, not a & Health Care Providers
HELP WANTED essential X L X 1.748
job, but along term opportunity to be- Others Allied to the Field 904
come CEO of a mid-sized property and Single Copies a

Submit salary history and resume in a
confidence to casualty agency located in the central TOTAL 52,785

New England area 2 million plus reve- * Source Business/Occupational breakdown of

nues Must be technically and sales quallfied circulation, May 25, 1992 issue as

proficient in commercial hnes and have submitted to BPA for June 1992 BPA Publishers

the leadership qualities to perpetuate a Statement

long established and well respected

agency Business Insurance, Box 2776,

740 N Rush, Chicago, IL 60611-2590

SENIOR WC AUDITORS
President

Corporate Risk Management Inc
505 Fenton Place

Sr Workers Comp auditors wanted by
licensed N Y State consulting

companyv on a per job basis - high fees
No conflict of interest Respond to

PO Box 763, Bedford Hills, NY 10507.

Charlotte, NC 28207



Greenpeace

Continued from page 17
on climate change and the insurance
industry to Lloyd's and other insur-

ance company representatives at a
seminar last week in London.

"There is a tremendous amount of
governmental and business skepti-
cism when it comes to climate
change, but the insurance indus-
try...is taking it increasingly
seriously," said Mr. Leggett.

More than 150 governments, but
not the United States, signed a Cli-

mate Convention at the Earth Sum-
mit in Rio de Janeiro last June that
set the objective of stabilizing
greenhouse gas concentrations in
the atmosphere. To achieve that ob-
jective, however, requires a "funda-
mental rethink in the way the world
uses energy,"” the report states.

"The global community would
have to move, over a period of dec-
ades, away from economies based on
fossil-fuel dependence and energy
profligacy to a global energy infras-
tructure based on renewable supply
and maximal energy demand-man-
agement."

In the meantime, the earth al-
ready may be feeling the effects of
global warming, the report suggests.

It could just be coincidence, says
Greenpeace, that the seven hottest
years since records began have been
in the last 10; that 1990 was the
hottest year ever; that 1991 was the
second-hottest only because the
Mount Pinatubo eruption cooled the

earth; and that Central Europe be-
tween 1987 and 1990 had the mil-
dest and driest winters in seven cen-
turies.

"There is a growing catalogue of
circumstantial evidence that all may
not be well with the climate,"” says
the report.

Insurers know this only too well,
according to Greenpeace. Between
1966 and 1987 no catastrophes
topped the $1 billion mark in in-
sured value, the report states. How-
ever, in the five years between 1987

and 1992, there were 15 such catas-
trophes costing $53 billion alto-
gether, including Hurricanes An-
drew and Iniki. Of these, 10 were
windstorms costing $45.9 billion,
while earthquakes, oil spills, fire
and explosions caused $7.1 billion in
insured losses.

Because the $1.7 billion Oakland
fires were connected to California's
drought and three other catastro-
phes were oil industry-related, it is
possible that only the San Francisco
earthquake was not related to eli-
mate change, says the report.

The disasters have hit insurers
hard. Andrew and Iniki alone top-
pled nine U.S. insurance companies.
Lloyd's and the London company
market also have been seriously af-
fected, says the report. "The insur-
ance industry, almost everywhere in
1992, is in greater-or-lesser degrees
of trouble," says Greenpeace.

"Though the reasons for this state
of affairs are manifestly compound,
anomalously intense climatic events
in recent years have much to do
with it. These may or may not be the
product of human enhancement of
the greenhouse effect."

It is impossible to predict future
loss experience by using historical
records, Greenpeace and un-
derwriters agree. However, it could
be that the magnitude of catastro-
phes is rising just as insurance in-
dustry capital devoted to catastro-
phe coverage is falling.

Many underwriters are now exa-
mining the situation, especially
Swiss Re and Munich Reinsurance
Co., which are heavily quoted in the
Greenpeace report.

"Around the corner, in the years
to come, can only lie a paradigm
shift in the type of insurance cover
offered and the terrns of that cover,”
says the report.

Copies of the study are available
for 10 pounds (approximately $14)
from Greenpeace, Public Informa-
tion Dept., Canonbury Villas, Lon-
don N 2PN; fax: 4471-696-0012.

INTERNATIONAL

GLOBAL BRIEFS

Continued from page 17
those, 168 were oil tankers. Ships
built before 1976, including 114 oil
tankers, accounted for 1,259 of the
lost vessels. Complete losses
amounted to 14.5 billion deutsche
marks ($9.58 billion). Partial losses
were several times that amount, ac-
cording to the report.

-By Don Lewis Kirk

Russia forms council

MOSCOW-A Russian Federation
committee that manages state prop-
erty is creating a Consultative Spe-
cialist Council that will monitor the
quality of economic consultants.

The new council will include two
insurance advisers. One of these is
Cheshire, England-based consultant
Howard Hill, managing director of
General Commercial Services Ltd.,
who has been advising Lloyd's of
London about the Russian insurance
market (BI, Feb. 1).

The second insurance specialist
has not been appointed, but Mr. Hill
said the government might be in-
terested in someone from the North
American market.

The government was prompted to
create the council because of the
large volume and variable quality of
advice it has been receiving from
foreign consultants, Mr. Hill said.
One of the council's tasks will be to

select the best consultants.

-By Maria Kielmas

Iberoamerican study

MADRID, SPAIN-Updated sta-
tistics on the Iberoamerican insur-
ance market have been issued by
Fundacion Mapfre Estudios, an af-
filiate of Mapfre Mutualidad de Se-
guros, Spain's largest insurer.

The Iberoamerican community is
defined as the 22 Spanish- and Por-
tugese-speaking countries of Latin

Cummins names benefits director

William Spievak, 50, joined
Cummins Engine Co. Inc. in Co-
lumbus, INnd., as executive direc-
tor-compensation and benefits. In
this newly created position, he is
responsible for the company's em-
ployee benefit and compensation
programs. He reports to Brenda
Pitts, vp-human resources. Pre-
viously, Mr. Spievak was director-
compensation and benefit pro-
grams development at Ball Corp. in
Muncie, Ind. He earned a bachelor
of arts degree from Miami Univer-
sity in Oxford, Ohio. He is a mem-
ber of the American Compensation
Assn. and the Society for Human
Resource Management.

Macy Wims Reid, 40, has been
named director-employee benefits
at The Stanley Works in New Brrit-
ain, Conn. Ms. Reid, who reports to
Barbara Bennett, vp-human re-
sources, is responsible for qualified
plans and group insurance bene-
fits. She replaces Thomas Kempa,
who has taken a similar position at
Schneider National Inc., a trucking
company in Green Bay, Wis. Pre-
viously, Ms. Reid was assistant vp-
personnel at the Providence Jour-
nal newspaper in Providence, R.I.
She also had operated her own
benefit consulting business. Ms.
Reid holds a bachelor's degree in
history and a master's degree in
business administration, specializ-
ing in finance and insurance, from
the University of Rhode Island in
Kingston. She is a member of the

Comings & Goings: Buyers

International Foundation of Em-

ployee Benefit Plans.

Pat V. Agudow, 35, has been
promoted to second vp-human re-
sources at Cologne Life Reinsur-
ance Co. in Stamford, Conn. Ms.
Agudow is responsible for strategic
planning of human resources pro-
grams including employee benefits,
among other duties. She joined Co-
logne Life Re in 1986 as manager-
human resources and was pro-
moted to assistant vp in 1990. She
reports to Michael Magsig, presi-
dent and chief executive officer.
Prior to joining Cologne Life Re,
Ms. Agudow was a personnel assis-
tant with two rIT Corp. units in
Hartford and Norwalk, Conn. Ms.
Agudow earned a bachelor of sci-
ence degree in management and in-
dustrial relations from the Univer-
sity of Bridgeport in Bridgeport,
Conn. She currently is president of
the Southern Connecticut chapter
of the National Human Resources
Assn. and serves on the board of
directors for the Southern Con-
necticut chapter of the Society for
Human Resource Management.

Nancy S. Patrick, 31, has been
named claims manager at W.R.
Grace & Co., a specialty chemicals
and materials company based in
Boca Raton, Fla. Ms. Patrick, who

reports to Jeffrey M. Posner, direc-
tor-corporate risk management, is
responsible for insured and self-in-
sured property and casualty
claims. She replaces Vicki
Shaughnessy, who left the com-
pany. Previously, Ms. Patrick was
a claims supervisor at the Hartford
Insurance Co. in Hollywood, Fla.
She holds a bachelor's degree in
business from Butler University in
Indianapolis and the Associate in
Risk Management designation.

Patricia J. O'Donnell, 26, has
been named claims representative-
liability at The Walgreen Co. in
Deerfield, lll, In this newly created
position, Ms. O'Donnell is respon-
sible for reviewing liability claims.
She reports to Robert Gas, casualty
and property insurance manager.
Ms. O'Donnell joined Walgreen in
1989 as a casualty claims assistant.
She holds a bachelor's degree in
psychology from lllinois State Uni-
versity in Normal.

We'd |ike to report on staff
changes in your company's risk
management, safety and employee
benefits departments. Just drop a
note to Roseanne White, Copy Edi-
tor, Business Insurance, 740 N.
Rush St., Chicago, m. 60611-2590,
or call 312-649-7785. Please send a

photograph, too.
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America and the Caribbean, as well
as Spain and Portugal. The study is
an update of a 1972 Mapfre report
of legal, technical and statistical de-
t,Iq of this insurance community.

According to the study released
last month, limitations on foreign
investment in the insurance sector
exist in nine countries, including
Costa Rica, Cuba and Uruguay, the
three countries that still operate a
total state monopoly in insurance
and reinsurance.

Both Nicaragua and Brazil op-
erate state-owned reinsurance mon-
opolies, though they do allow pri-
vate sector direct insurance. Brazil
limits foreign investment to 50% of a
company's equity or one-thirdof the
voting shares.

The study reports Ecuador's limit
as 49%, but this limit was abolished
in mid-Jdanuary.

Mexico maintains a 49% limit on
foreign investment in insurance en-
tities, while Peru and EIl Salvador
limit foreign investment to 20%.

Although Bolivia has no limits on
foreign investment, foreign investors
wishing to take over an insurance
company must pay twice the initial
capital required of domestic msur-
ers. Double capital is also required
in Brazil.

El Salvador requires an unspe-
cified deposit, and the Dominican

Republic requires initial capital of
$75,000.

Argentina, Bolivia, Mexico, Por-
tugal and Spain permit mutual in-
surers.

Bolivia, Colombia, Panama and
Paraguay require special authoriza-
tion for reinsurers.

Insurers may set their own rates
in Bolivia, Chile, Colombia, Mexico,
Peru, Spain and Uruguay. In Ecua-
dor, Portugal and Puerto Rico, in-
surers may set their own rates, but
must have them approved by insur-
ance authorities. Uniform or mini-
mum rates are established in the
Dominican Republic, El Salvador,
Guatemala, Honduras, Panama and
Venezuela. The government sets
rates in the countries which operate
state insurance monopolies.

Chile, Colombia, Peru and Spain
require that policies are filed with
regulators before they are marketed.
Prior approval of policy wording is
required in Bolivia, Colombia,
Ecuador, El Salvador, Guatemala,
Honduras, Panama, Paraguay, Por-
tugal, Puerto Rico and Venezuela.

Uniform policies for certain insur-
ance lines are the norm in Argen-
tina, Dominican Republic, Ecuador,
Panama and Paraguay. Govern-
ments draft policy wording in the
state monopoly countries.

-By Maria Kielmas
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TOW TRUCK INSURANCE
AGENT APPOINOIZHTS CALL

(602) 991-3

InPhoto Surveillance

Experts in long range
video surveillance.
Our agents are sta-
lioned within a 3 houi
drive of 80% ofthe
U.S. population.

Call 800 822 8220 FAX 800-752-0720

The Most Comprehensive Risk
Management PC Software Ever!

Call for an On-Line
Demonstration. You
Must See It to Believe It!

FasTrack RMIS™
For DOS, Windows and Novell

fs#-1

700 Old Roswell Lakes Pkwy. #300
Roswell, Georgia 30076
(404) 992-9383 FAX (404) 992-9377
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General Uability, Property & Equipment

* 24 Hour Care (Health & Workers' Compensation)
« Fomial Policy, Coverage & Claim Reserve and

Detail Transaction Accounting

« Safety & Loss Control Analysis & Reporting
* Medical Cost Containment - using MDR's,

UCR & State WC Fee Schedules

* ICD-9 and CPT-4 Medical Coding Edits

Using MDR's Claims Edit Database

| WC Policy Rating, Issue, Auditing & Billing
0 WC Experience Modification Factor Calculation
« Over 300 Standard Reports and Two

Menu Driven Ad Hoc Report Writers

| Historical & On-Going Claim Data Conversion
« Consulting Services& Free Installation& Training

Self Insured's, TPA's, Insurance Carriers, Funds,-

Investigate the new generation of quality software solutions for
health benefits management workers' compensation claims, general
liability, and medical cost contiinment.
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designed to most the regulatory reporting requirements on a state-by-state bses:.
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ISP MediStar
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bills b acco,dance with state by state reimblnement regulations. derects bundled
and unbundled chrges, PPO Punctions, and much more.

ISP Multibtar: Multi-Lme Clairns M:nagement system, it 13 ideal for most covenges, including
Commercial Auto. General Liability, Professional Liability u,d Medical

Mstpraiyice.

ISP HealthS¢an Health Benefit M:naganent Systern, indoding
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Major Mechcal, Surgical, Dental, Vision, Life

and Disability.

In:unace Safhnre Pnck.%,6, Inc
3625 Q.ten Palm Dri,e

Tamea, Floid 33619

moo) 2374133 E I

For advertising information in the INSURANCE SERVICES GUIDE
Contact: Margaret Hikido, 740 Rush Street, Chicago, lllinois 60611.
Telephone (312) 649-5340
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Airline rates

Continued from page 3

Brazil received rate increases of
more than 100% when it renewed its
coverage, sources say.

However, few major airlines
renew their coverage on Feb. 1.
Clearer indications of 1993 rates
will emerge over the next few
months as more airlines renew.

The majority of airlines renew
their coverage in the last three
months of the year. However, some
of the airlines renewing over the

next three months include: Alaska

Airlines Inc., Air India, Air Jamaica,
Iran Air and Southwest Airlines Co.
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For more information concerning our global underwriting, claim handling and
loss prevention services, contact your agent or broker, the IRI office nearest you,
or IRl Marketing (800) 243-8308 (in Connecticut, call Trish Sasso 520-7412).

Airlines renewing their coverage
throughout this year are not likely
to see the 200% to 300% increases
they were charged in 1991, but they
should expect rates to increase more
than the 10% to 12% they did in the
last quarter of 1992, brokers and
underwriters say.

"There were some increases in the
last quarter of 1992, but it is only
now that we are seeing substantial
increases," said Richard Maylam,
underwriter for syndicate 270 man-
aged by A.J. Archer & Co. Ltd.

"There is a real determination
among underwriters to increase
rates this year," one broker said.

Underwriters will ask for in-

A
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creases from all clients, and those
with poor loss records will be hit the
hardest, said David Trezies, chair-
man of aviation at Sedgwick Group
P.L.C.

Airlines whose accounts have
been profitable for underwriters
could pay anywhere between 5%
and 50% rate increases, Mr. Tre-
zies said.

Average increases in 1992, on the
other hand, slipped from approxi-
mately 40% to 45% in the first six
months of the year to 25% to 30% in
the third quarter, and then to be-
tween 10% and 12% in the fourth
quarter, according to Bill Smith,
managing director of aviation at

.; ’

1

can make a difference

broker Leslie & Godwin Interna-

tional Ltd.

The increases were significantly
lower than most buyers and brokers
had expected, said Mr. Trezies

"The market was expected to act
in the same way as it had in 1991,
but that di<in't happen,” he said.

The moderate increases in the
third quarter can be attributed
largely to continued ample capacity
in the worldwide market, brokers
and underwriters say.

Underwriters also set the scene
for small rate increases early in the
renewal season by only increasing
Thai Airways's rates by 21% for hull
coverage and 19% for liability cover-
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age (BI, Oct. 5, 1992). The crash of a
Thai Airways Airbus 300 in Nepal
in July will cost insurers $87 million
(BIl, Aug. 10, 1992).

"When Thai renewed, they got a
good deal, so people with better loss
records were able to argue that they
should have even lower increases or
no increase," according to Mr. Tre-
zies.

About half of the airlines that
renewed their coverage in the last
quarter received no increase or a
negligible increase in rates, sources
say.

However, some mom-substantial
increases were imposed in the fourth
quarter, underwriting and broker
sources say.

El Al Israel Airlines' hull rate in-
creased by 60% and its liability rate
increased by 30% when it renewed
in December. In October, an EI Al
jet crashed into an apartment com-
plex in a residential area of Amster-
dam (BI, Oct. 12, 1992).

Trans Brazil Airways' hull rate
increased by 30% and its liability

rate increased by 45% when it ren-
ewed in November.

American Airlines Inc.'s hull rate
increased by 23% and its liability
rate increased by 30% late last year.
U.S. companies are generally re-
garded as being underpriced by in-
surers, brokers say.

However, U.S. airlines with good
records still received low rate in-
creases, they say.

For example, Delta Air Lines
Inc.'s hull rate increased by only
4% while its liability rate increased
by 26%.

The KSSAF group, the largest
single insurance-buying fleet that
includes 19 airlines, was hit with
hull and liability rate increases of
40% when it renewed in November.
The group suffered a $35 million
loss last year, brokers say.

KSSAF's coverage was formerly
led by Orion Insurance Co. P.L.C.,
which stopped underwriting in Sep-
tember (BIl, Sept. 7,1992). Conse-
quently, KSSAF's coverage is now
led by the Aeriel syndicate.

The departure of Orion was fol-
lowed in November by the an-
nouncement that English & Ameri-
can Insurance Co. Ltd. was leaving
the market (Bl, Nov. 30 1992).

Several Lloyd's syndicates also
have lost capacity this year.

"Although there 'is still enough
capacity in the market, E&A did
leave a hole that had to be filled,”
according to Mr. Smith of lkslie &
Godwin.

However, there still are other un-
derwriters that will be keen to in-
crease their capacity in the aviation
market as rates increase, said Mr.
Trezies of Sedgwick.

Swiss and German professional
reinsurers will increasingly release
more direct and reinsurance capac-
ity to the aviation market as rates
increase, he predicted.

Underwriters currently in the
aviation market should curb their
rate increases this year to deter un-
derwriters not normally in the mar-
ket from entering it, said Jean-Mi-
chel Giquel, a director of insurer La
Reunion Aerienne in Paris.

"The overall premium level is not
enough to pay for the losses, but any
increases should be controlled. We
do not want to attract innocent ca-

pacity in to the market with large

rate increases. .. .WWe cannot multi-

ply rates by three times in one year,"
he said.

But rates do need to increase sig-
nificantly, said Mr. Maylam of A.J.
Archer.

According to Mr. Maylam, the
world's airlines currently pay pre-
miums of about $900 miillion an-
nually. For underwriters to cover
their losses and make a profit based
on expected loss levels, the premium
needs to increase to approximately
$1.5 billion, he said. ig’
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Failed insurer bilhon, said Anthony W. Schofield, vice rendered " Ms Borcherds and others from 1988 pated loss retained by Southern
deputy Utah insurance commis- To support these allegations, the to 1992, the afhdavit says Amencan

Continued from page 3 moner and a former partner of Ray, Utah department m November filed Of this total, $172,037 was later A Southern Amencan employee

by collecting claims from reinsurers Quinney & Nebeker in Provo, which an affidavit of R Todd Nellson, an reported as compensation to Mr told adjuster Rex J Hess that he had

while delaying claims payments represents the hquidator auditor hired to examine Southern Borcherds m 1988, $818,672 m 1989, been ordered to pick up all copies of

Mr Borcherds and others named Much of this amount, however, American $1 4 milhon m 1990 and $843,005 m the report after It had been clrcu-

in the department's complaint have represents policy-limit claims by Fleshing out the charge that 1991, the affidavit says lated and turn over the Owens-

not yet filed answers, but have Fortune 500 companies facing as- Southern American and the other Another $472,500 was treated as Coming Ne to a Southern American
moved to dismiss the suit and dis- bestos and pollution habilities, he Borcherds companies were a smgle dividend payments to Mr and Ms claims vp, according to afhdavits by

quallfy the hquidator's law firm said Southern Amencan's ultimate enterpnse, the afhdawl says that the Borcherds Mr Neilson and former Southern
Those motions are pending losses hkely wtll be only a fraction resort companies operated from The afhdavit traces a convoluted American employees
Mr Borcherds could not be of what is claimed, he added The claims vp also ordered the
reached, but his lawyer, Thomas R Southern American's reserves and li ._ u,*—— __ .. .w,,.. —,,. Hess report deleted from Southern
Karrenberg, with Anderson & Kar- other assets total between $20 mil- American's computer system, affl-
renberg in Salt Lake City, denied hon and $50 milhon — — P IF—= Y4 B —3 N
any wrongdoing The Utah department filed suit After the insurer entered hqui-
The htigation was stayed against last April and amended the com- dation, Mr Hess reviewed the
Ms Borcherds and holding com- plamt Dec 23 The suit names Mr A --Tan- , Owens-Coming file His reserve rec-
panies for the golf and water park Borcherds, the Provo ExceIS|or P- S -1&1 -E'--41-ar, O a-rf UK ..Sm.-wikiv.'< ommendation and several related
operations after they filed for Chap- Hotel and other companies affihated rd r- /0 _» Be81 8 gy dOCu ments had beenpu 9
ter 11 protection last year with the Borcherds' Seven Peaks ) ! - Southern Amenc! held off its
Mr Borcherds, a Utah entrepre- Resort operations * 0 1- -- msolvency by collecting $5 8 milhon
neur and self-descnbed bankruptcy The suit also names two other A .. m remsurance on claims filed by
expert with no previous insurance msurer directors and officers and three policyholders, but then de-
experience, acquired Southern several of the resort entltles layed payments to the pollcyholders
American from Crump for $575 The suit seeks to pierce the corpo- 14 4 or failed to pay the claims
million Until then, Southern rate veil between Southern Amen- Without those remsurance pay-
American was an exclumve market can and the other Borcherds-con- I’—t— - ments, the msurer would have been
for Crump brokerage clients, m- trolled companies, chargmg that 44. /-" . . out of cash flve months before it
cluding many Fortune 500 com- they operated as a mngle enterpnse agreed to hquidation, Mr Nellson
panies It had assets of roughly $37 and that their affairs are "hopelessly says in the affidavit
nulllon and surplus of $86 milhon mtertwined and commingled" During that five-month penod, he
at the time of the sale The suit also seeks to foreclose on Photos by Bnan Tregaskis/The Dally Herald adds, Southern American paid
In a complex senes of transac- promissory notes issued by the re The insurer's holdings includes notes issued by a water park. $403,205 through the shareholder
tions, Mr Borcherds used the In- sort entities in connection wit advance account for the benefit of
surer's own money to pay Crump loans from Southern American, in- Southern Amencan's offices, shared series of transactions in which Mr and Ms Borcherds and others
The deal confheted with the financ- cluding a $6 milhon note from the its receptionist and used its ac- Southern Amencan transferred re- A Utah judge last year appomted
ing plan earher submitted to regula- water park, a $35 milhon note bed countmg staff to handle their own sort company notes to SKB Inc, an- the insurance commissioner as re-
toi's in Tennessee, where the insurer to the hotel, a $25 milhon note from bookkeeping, all without charge other Borcherds-controlled firm ceiver for nine Borcherds-controlled

was then domiciled, and part of the the golf course and a $25 milhon A loan from Southern American SKB later returned the notes to companies, most of them resort en-
arrangement violated the insurer's note from an entity formed to build allowed Ms Borcher(is to buy the Southern American, which then titles The day before this order,
charter (BI, Apnl 15, 1991) a railway for the ski facility Excelsior Hotel without a down wrote off $32 milhon of the debt however, Ms Borcherds and holding
Mr Borcherds denied wrongdomg The Utah department is trying to payment, and the water park and The effect, Mr Nellson alleges m companies for the hotel, water park
at the time, saying any violations force Mr Borcherds to honor an golf course entities had httle finan- the affidavit, was to give Southern and golf course filed for Chapter 11
were mistakes and that details of agreement to repurchase $3 milhon cial support other than the insur- American's directors and officers protection
the transaction were fully disclosed in Southern American preferred ance company until late 1991, the access to large amounts of mterest- While the Utah department's suit
to regulators stock that the Insurer redeemed in afhdawt continues free cash while depnvmg the insur- was stayed against Ms Borcherds
After moving Southern Amencan 1988 Mr Borcherds used the $3 Southern Amencan also covered ance company of amounts it was and two of the holdmg companies, a
to Provo, Utah, Mr Borcherds hg- milhon to pay off Crump, but agreed many of the Borcherds' personal owed and forcing it to Incur signift- bankruptcy judge in December re-
uidated more than $20 milhon of its to repurchase the stock if Southern and outside business expenses, In- cant fees and expenses related to the fused to confirm a reorganization

portfollo of U S government bonds American's surplus fell below the cludmg a $3,000 lawn spnnkler sys- transfers plan for the hotel's parent company
and remvested much of the money statutory minimum tem for their home, $1,800 for kit- The afhdavit also charges that and hfted the stay against it

m loans to the resort operations he The complamt also accuses Mr chen utensils, a $2,500 home - Southern American officials The Insurance Department last
controlled with Ms Borcherds Borcherds and the two other dire- satelhte dish, a $22,000 jewelry store buned a claims adluster's May 1991 month filed a new complaint against

However, Utah regulators ordered tors of breaching their fiduciary bill of Mr Borcherds, an $8,000 recommendation to set up $17 mil- the hotel's parent, Taragon Corp,
the insurer to replace these loans duties It charges they allowed the plano for the hotel, and furruture for lion in reserves to cover Owens- and a Judge last week appointed a
with more acceptable assets by insurer to deplete its assets, allowed entities other than Southern Amen- Coming asbestos claims likely to receiver for the hotel The liquidator

year-end 1991 Unable to comply, its operations to become entwined can, according to the afhdavit come in over the followmg three will now try to foreclose on the
Southern Amencan consented to a with their own personal and bum- Southern American also main- years property, estimated to be worth $61
hquidation order last March ness affairs and provided thernselves tained a "shareholder advance" ac- Of the total, $8 milhon was ex- milhon, said Mr Schoheld, descnb-

Southern American has so far with benefits "outside the scope of count, through which $77 milhon pected to be recoverable from rem- Ing the hotel as the "hnchpin" of the
been hit with claims totaling $37 reasonable compensation for ser- was paid for the benefit of Mr and surers, with $9 milhon of the antici- resort operations

N.Y. hospital surcharge

Continued from page 1 Blues a pricing advantage that disadvantageous to commercial m- ton, NY, noted that "things are charge is also under attack
Wolin of Newark, NJ, last May would compensate the non-profit surers It was our way of allowing now even more confumng then they A federal ludge in Brooklyn IS
voided New Jersey's system, in plans for having to accept all nsks the Blues to take all nsks while al- were before We now have no idea to rule on whether ERISA pre-
which a 19 1% surcharge was added Last Apnl, the Legislature tacked lowing the commercials to select what the true method of payment is empts a separate state 55% sur-
to all hospital bills to reimburse hos- on an additional one-year 11% sur- who they wanted " Is it a straight DRG, or the DRG charge on all hospital bills to cover
pitals for some of the $1 bilhon m charge on msurers, which hospitals A law requiring commercial m- plus 13% or the DRG plus 24% " uncompensated care That program
uncompensated care they provide were required to forward to the surers to accept all apphcants, like But in the long-run, Mr Mistretta raised about $1 1 bilhon last year
annually (Bl, June 1, 1992) state to help close a budget gap BC/BS plans do, takes effect April 1 believes hospital costs will come The surcharge is being challenged
That forced New Jersey lawmak- unrelated to hospital expenditures (Bl, June 25, 1992) It was this open down and that a more level playing by a pair of self-msured union plans
ers to set up a new way to fund In- A new 9% surcharge on HMOs was enroliment law that prompted the held w111 be estabhshed on the same grounds the New Jersey
digent care (Bl, Dec 7, 1992) also to be forwarded to the state insurers to go to court, said Chris Another New York hospital sur- system was challenged
The New York ruling does not But that money never did reach the Petersen, senior counsel with the
go that far But Judge Freeh's deci- state as msurers obtained a court m- HIAA
sion is a great blow to the state, its Junction bloclang the surcharges "The Blues and the Legislature Wyatt reported 1 992 IOSS
hospitals and troubled Empire Blue The state had hoped to receive talked about a level playing field,"” WASHINGTON-The Wyatt Co purchase by employees who work
Cross & Blue Shield, the state's lar- $90 milhon from the new surcharges he said "But with a 24% pnemg dif- lost nearly $11 million in fiscal at least 60% of full time About
gest health insurer Empire concedes this year ferential, that'sfarfrom fair No one 1992, but turned a small profit one-third of Wyatt employees now
its reserves are inadequate, a prob- It's not clear what Judge Freeh's business should be afforded a state- dunng the first quarter of ItS 1993 participate in the stock plan
lem it attnbutes to being forced to ruling wlll mean to hospitals or em- subsidized advantage over another " fiscal year amid significant layoffs During fiscal 1992, Wyatt re-

cover the state’s worst nsks ployers Employers may benefit from the and other cost control efforts by ported that revenues fell to $411 6

If the surcharges are eliminated, "What exists now, assummg that ruling the nation's third-largest benefit million from $440 5 milhon In the
hospitals wtll lose about $160 mil- the ruling is upheld, is a two-tiered Donna Lynne, executive director consultmg firm fillng, Wyatt attnbutes that dechne
hon per year, says the New York ratmg system under which the state with the New York Busmess Group Wyatt's $10 8 milhon loss for the to higher-than-expected wnte-offs,
Hospital Assn wlll set rates for the Blues and Med- on Health, an employer coalltion, year ended June 30, 1992, IS ItS accounts receivable and work-m-

And, eliminating the surcharges icald, and the hospitals wlll charge said that it is virtually impossible to first since its early years in the progress, much of them related to
on other insurers could devastate commercial msurers what they feel gauge the short-term impact of 19405 Earnings over the last flve the recession
the Blues "The differential has been is necessary," said a spokeswoman Judge Freeh's ruling Over time, years peaked at $16 million in 1988 Dunng the last three quarters of
the leading component that has al- for the hospital association though, It could lower hospital rates and have fallen sharply smce In fiscal 1992, Wyatt made what It
lowed us to wnte coverage for high- "If hospital costs exceed the by permitting msurers and self-m- 1991, net Income was $1 7 million descnbed as "significant and tar-
risk people,"” said a spokesman for Blues' rates, we may be forced to surers to negotiate propnetary rates Things turned around a bit for geted" staff reductions in offices
the Conference of Blue Cross & Blue make It up by charging msurers with individual hospitals Wyatt m the quarter ended Sept including Atlanta, Chicago, De-
Shield Plans in Albany more We have a very unclear and "Hopefully, there'll be some mar- 30, 1992 It reported net income of troit, Los Angeles, New York, San

BeBnning m 1983, New York le- complicated situation now," she ket forces brought to bear as a result $13 milhon compared to a net loss Diego, Toronto and Washington
vied a 13% surcharge on hospital said of this," Ms Lynne said "The cur- of $679,000 a year earlier This cut Wyatt's workforce to
bills paid by commercial msurers "This hacks away a signihcant rent system prevents any negotia- This data was Included m a Se- about 3,400 from 3,700 and is ex-
and self-insurers This was designed part of our reimbursement meth- tions with hospitals " cunties and Exchange Commission pected to cut annual compensation
to help balance payments from odology," added a spokeswoman for Edward Mistretta, employee ben- filing related to expanding em- expenses by $23 milhon
Medicaid, which total only 85 cents the New York Health Department efits manager with New York State ployee ellgibilly for stock purchase Wyatt officials would not com-
on the dollar, and to afford the "We never looked at thls system as Electnc & Gas Corp m Bmgham- Wyatt is offenng common stock for ment, citing SEC rules
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AnNd, in some cases, the per- programs will meet the federal
centages utilizing leave pro- standards
grams are much lower At Aetna Many will not, benefit consul-

Family leave

Continued from page 1
they will have to make will be Life & Casualty Co, which has tants say Some employers, for
more than tinkering, but far less a comprehensive family and example, may only offer mater-
than what they had to do for, medical leave program similar to nity and not paternity leave,
say, COBRA We are speaking for what the family leave law re- which the law requires Others
the most part of minor modifica- quires, the number of employees may only extend leave on an ad
tions," said John Hickey, a part- using the benefit each year has hoc basis or may provide leave
ner with Kwasha Lipton in Fort ranged between 175 and only if an employee's supervisor
Lee, N J 330-out of a workforce of more approves

At the same time, few employ- than 40,000-since the program
ees are expected to actually uti- was set up in 1988
lize the new benefits "We are talking about a small meet all the requirements of the

In fact, few employees use the number of employees," said Den- legislation,"” said Carol Sladek, a
family and medical leave pro- ise Clchon, a senior consultant Hewitt consultant in Lincoln-
grams now in place Fifty-five with Aetna in Hartford, Conn shire, 1l
percent of employers with such Even though the family leave
programs said that less than 1% law will not affect employers ers with operations in multiple
of their workers use the benefit nearly as much as other recent states will be comparing the re-
in a given year, according to a benefit laws, the new law will quirements for family and medi-
new Hewitt Associates survey require employer action and cal leave programs with require-
Another 39% of employers said analysis

"A very small percentage of
employers have programs that

Another problem for employ-

ments in individual states

that only 1% to 5% of workers

took leave

Consultants answer questions
raised by new family leave law

With the Family and Medical Leave Act of 1993 now law,
benefit consultants say they have been flooded with questions
from employers on requirements included in the legislation

These are the most commonly asked questions and answers
- What situations will qualify for unpaid leave?

Employees can take up to 12 weeks of Job-protected unpaid
leave annually in the following circumstances after the birth or
adoption of a child, to care for a child, spouse or parent who has
a serious health condition, or when a serious health condition
prevents the employee from working

During the leave, the employer must continue the employee's
health care coverage on the same basis as prior to the leave

For example, if an employer paid 80% of the health care pre-
mium before an employee took leave, the company would con-
tinue to pay 80% of the premium while the employee was on
leave
= What service requirements can employers impose before
employees are eligible for medical and family leave?

An employer can limit eligibility to employees who have been
employed at least one year and worked at least 1,250 hours dur-
ing the 12-month period preceding the start of the leave

In addition, employers would not have to, in certain situa-
tions, protect the jobs of employees in the top 10% of payroll

For those highly compensated employees, the employer would
have to show that denying the employee his or her previous po-
sition "is necessary to prevent substantial and grievous eco-
nomic injury to the employer's operations "

- Are any employers exempted from providing leave pro-
grams?

The law applies to employers that have at least 50 employees
within a 75-mile radius

For example, if an employer had 40 employees at one location
and 20 employees at a second location 25 miles away from the
first worksite, the employer would have to offer family leave
benefits to employees at both locations
- Can employers demand proof that an employee, child,
spouse or parent is ill before approving leave?

Yes The employer may require that a request for leave be
supported with certification from the physician of the em-
ployee, spouse, parent, or child That certification letter would
include, among other things, the date that the medical condition
began and the probable duration of the condition.

If the validity of the certification letter is in doubt, the em-
ployer can request that the employee obtain a second opinion-
at the employer's expense-from a health care provider desig-
nated by the employer

If there IS a conflict between the two providers, the employer
can request the employee to obtain, at the employer's expense,
an opinion from a third provider jointly approved by the em-
ployer and employee The opinion of the third provider would
be binding
- Does the federal law pre-empt state family and medical
leave laws?

The federal law only pre-empts state laws that are less gener-
ous

For example, if a state law required up to 16 weeks of family
leave, employers in that state would have to offer up to 16
weeks of leave rather than the 12 weeks as required by the
federal law
- Can employees make retroactive contributions to their
401 (k) plans when they return from leave?

While the law does not directly address this, benefit consul-
tants say Internal Revenue Service 401 (k) regulations bar retro-
active contributions to the plans

However, a returning employee could-if the plan allowed-
increase his or her contributions for the remaining weeks of the
yvear
= When does the law go into effect?

For most employers, the law will go into effect Aug 6 In the
case of a collective bargaining agreement, the requirements
would go into effect at the expiration of the agreement, or Feb
6,1994, whichever is sooner

The first step for many will be
to see whether existing leave floor for family and medical

The federal law only sets a

leave programs It does not pre-
empt more generous state laws,
such as those that set longer
leave periods or require smaller
employers to offer family leave
programs

"Employers will have to deal
with a patchwork of different re-

quirements," said Diane Lotti, a
consultant with Buck Consul-
tants Inc in New York

Many employers also will have
to set up new administrative sys-
tems to handle paperwork like
health insurance premium pay-
ments made by employees on
leave Given the small number of
employees on leave at any one
time, this should be relatively
easy, consultants say

A bigger issue will be educat-
ing supervisors and employees on
the benefits and requirements of

the new law

"You want to be sure that su-
pelvisors know and understand
the law And, a good communica-
tions program will minimize the
potential for later misunder-
standings," said Janice Stanger,
an associate in the San Francisco
office of William M Mercer Inc

Employers that now offer fam-
ily and medical leave programs
say they have been a boon to the
company and workers

"Our program has helped with
recruitment and retention of val-
uable employees The program
diminishes stress and that is
bound to boost employee produc-
tivity,"” said Michael Snipes,
director of compensation and
benefits at Allstate Insurance Co
in Northbrook, Ill, which has of-
fered a comprehensive family
and medical leave program since
1989

Employers with family and
medical leave programs also say
that fears of employee abuse are
overblown

"The abuse argument is a
smokescreen," said Allstate's Mr
Snipes

Still, passage of the legislation
came after years of opposition
from business groups like the
U S Chamber of Commerce and
the National Assn of Whole-
saler-Distributors

That opposition forced sup-
porters of the legislation to make
significant compromises to win
more votes, said Mary Tavenner,
the NAVWV's senior director of
government relations For exam-
ple, earlier versions »of the legis-
lation would have applied to
companies with as few as 15
workers, while up to 26 weeks of
unpaid leave would have been
allowed

However, the law as passed
still will result in reduced Job
opportunities and reduction of
other benefits, Ms Tavenner
said "You have money flowing
right out of the economy " 1l

U N e Ras BF— T of —
GM hit with $105 million award

Cont:nued from page 2
the ensuing fire

Auto safety groups say because the gasoline tanks on 1973 to
1987 GM pickups are outside the trucks' internal steel frame, explo-
sion is likely m side-impact crashes Federal authorities are consid-
enng recalling the estimated 4 7 milhon pickups shll on the road

GM says it has found no safety defects in the trucks It IS
estimated that GM has already paid more than $200 milhon m
claims from accidents mvolvtng the pickups (Bl, Nov 23,1992)

Six other lawsuits have gone to tnal and GM has prevailed in
three A total of $7 5 milhon was awarded in the other three
cases, which ultimately were settled on appeal.

GM moved the tank inside the steel frame begmmng vnth the
1988 models, though it maintains the previous design was safe

GM would not comment on Insurance However, during the 1980s
GM retained large amount of hability risk and purchased excess cov-
erage from Royal Group Inc

Worker may sue for defamation

LOS ANGELES-Defamation by an employer is not a "per-
sonal Injury" covered under workers compensation law, a Cali-
forma appeals court has ruled

Contmental Culture Specialists Inc has not decided whether to
appeal the 2nd District Court of Appeal ruling m Davans us Cuba-
leset A lower court had ruled that a former employee could not sue
for defamation, as it was covered under workers comp law.

Wendy Davaris, a former office manager for the Glendale-based
yogurt company, claimed her boss harassed her and spread rumors
that she was stealmg from the firm Ms Davans, who was discharged
without severance m 1989, sought damages for intentional and negli-
gent inflictlon of emotional distress, wrongful termination m violatlon
of pubbc policy, breach of contract and defamation

On appeal, the court affirmed a lower court's position that workers
comp is the exclusive remedy for the emotional distress and violation
of pubhc pollcy claims But it reversed the ruling that workers comp
is also the exclumve remedy for defamation

Although the company st111 5 uncertain about an appeal, the
state high court "has mdicated that It would hke to take up tkns
issue" on its own, said defense lawyer Chnstopher A Carr, with
Marshall, Carr & Perrigue m Los Angeles

Bond issue for guaranty fund

NEW YORK-A umque insured tax-exempt bond issue raised
$4723 milton last week on behalf of Flonda policyholders Insured
by compames that became msolvent after Humcane Andrew.

The state Legislature last month approved a special 2% assess-
ment on the premiums collected by insurance companies m Florida
to pay debt service on the bond issue. In addition, the regular 2%
guaranty fund assessment normally paid by Insurers in Flonda also
wlll be available to pay debt sennce if necessary

The Homestead, Fla, issue was msured by fmancial guarantee
insurer Municipal Bond Investors Assurance Corp, which conferred
its triple-A rating on it, said MBIA Executive Vp Robert R Godfmy,
The premium totaled $4 mliton to $4 5 mllhon

Nme msurers have become msolvent since Andrew, six as a direct
result of the humcane

Briefly noted

A Joint committee of the Alliance of American Insurers and the
National Assn. of Independent Insurers wall study whether two
trade groups should merge The U S. Department of Justice Is re-
portedly investigating allegations of redlining by homeowners in-
surers in inner cities Inner-city redlining wall also be the subject of
hearmgs before Be US. House Consumer Protection Subcommittee
later this month .Total capacity for the 22 Lloyd's of London syn-
dicates managed by Sturge Holdings PLC. has fallen about 30% to
725 milhon pounds ($1 1 billion) for 1993 from 1 05 bilhon pounds
($1 96 bilhon) m 1992 Capacity for the two largest Sturge syndicates,
210 and 206, has been cut by more than half . A federal judge m
Seattle has ruled that Federal Insurance Co. and Great Northern
Insurance Co., both units of Chubb Corp., have a duty to defend
Microsoft Corp agamst patent and copynght minngement charges
leveled m a 1988 lawsuit bmught by Apple Computer Corp Cel-
lular phone manufacturers Motorola Inc and Mitsubishi Electromc
Corp did not notify purchasens that they had not conducted tests to
determine whether the phones threatened users' health, charges a suit
filed m state court in Chicago last week The suit seeks class-action
status.. Without reform of its termination insurance program, the
Pension Benefit Guaranty Corp's deficit-now $25 bilhon-
could increase by tens of bilhons of dollars, Congressional Budget
Office Director Robert Reischauer said last week Growing PBGC
losses could result in a costly bailout by taxpayers, he said Wind,
floodmg and snow caused an estimated $175 million in insured
property damage to portions of California, Oregon and Washington
Jan 19-20, according to the American Insurance Sennces Group The
severe weather was assigned Catastrophe No 42. . Heanngs are to
begln this week before the Callfornia Assembly Finance and Insur-
ance Committee to put together a workers compensation reform
bill by March Meanwhile, a petition dnve to put work comp,reform
on the ballot (BI, Jan 18) has been put on hold while the Ikglslature
considers reform Callfomia Insurance Commissioner John Gara-
mendi last week proposed using surcharges on gasolme and hcense
fees to pay for basic auto msurance for all Callfornia motonsts The
"pay-at-the-pump" proposal, which would be combmed with a no-
fault system, was criticized by msurance trade groups
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